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Our goal is to provide LED backlight and lighting devices

and one-stop energy management services for enterprises
and government organisations to optimize their operational
effectiveness and cost efficiency
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CORPORATE PROFILE
GG

Being established in Hong Kong for over 30 years, Wai Chi Holdings
Company Limited (“Wai Chi Holdings") is one of the China’s high-quality
manufacturer for Light-Emitting Diode (“LED") backlight and LED lighting
products. The Group is recently developing its business in lighting energy
management solutions actively and is becoming an integrated one-
stop LED energy management services provider specializing in offering
comprehensive lighting energy management solutions for sizeable
business corporations and public utilities.

Wai Chi Holdings was successfully listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) on 18 November
2014 (stock code: 1305), which marked an important milestone for the
Group and laid a solid foundation for future development. Capital strength
was also being enhanced providing the Group with better capabilities
to meet any future challenges. As of 2013, Wai Chi Holdings ranked No.
2 in China’s small size LED backlight products market and ranked No. 7
amongst China’s LED backlight manufacturers.

The Group possesses industry leading LED research and development
("R&D") technologies and has excellent achievements in R&D for LED
backlight products. The Group has successfully developed 1,214 new LED
backlight products and 128 new LED lighting products in Hong Kong,
China, Taiwan and Japan, among which 26 patents were registered in the
PRC, 1 patent was registered in Hong Kong with 52 trademark registrations.
The Group has comprehensive production facilities in Shenzhen, Huizhou
in the Guangdong province and Yichang in the Hubei province.

The Group's customers can be categorized into 2 main groups under LED
backlight products and LED lighting business. LED backlight products are
classified into 4 types including: 1) smartphones; 2) automobile on-board
displays; 3) television displays; and 4) other industrial equipment displays.
LED lighting business are divided into 2 types, including commercial
lighting and public lighting.
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CORPORATE INFORMATION
NEEHR
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CORPORATE INFORMATION (CONTINUED)
REEFR (E)

HEADQUARTERS AND PRINCIPAL PLACE OF

BUSINESS IN HONG KONG

6th Floor, Liven House
63 King Yip Street
Kwun Tong

Kowloon

Hong Kong

AUDITORS

SHINEWING (HK) CPA Limited
Certified Public Accountants
43/F, The Lee Gardens,

33 Hysan Avenue,

Causeway Bay,

Hong Kong

LEGAL ADVISERS

Keith Lam Lau & Chan (as to Hong Kong law)

STOCK CODE

01305

COMPANY'S WEBSITE

www.waichiholdings.com

PRINCIPAL BANKERS

China Construction Bank (Asia) Corporation Limited
CCB Tower,

3 Connaught Road Central,

Central,

Hong Kong

Bank of China (Hong Kong) Limited
Bank of China Tower,

1, Garden Road,

Central,

Hong Kong
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CORPORATE INFORMATION (CONTINUED)
DRERE)
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Hong Kong
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Hong Kong

Cayman Islands principal share registrar and
transfer office

Codan Trust Company (Cayman) Limited

Cricket Square,

Hutchins Drive,

P.O.Box 2681,

Grand Cayman KY1-1111,

Cayman Islands

Hong Kong branch share registrar and
transfer office

Tricor Investor Services Limited

Level 22,

Hopewell Centre,

183 Queen’s Road East,

Hong Kong
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CHAIRMAN’S STATEMENT
EREHmE

Chairman Mr. Yiu Chi To
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Chairman’s Statement (continued)
FERE(E)

Dear Shareholders,

On behalf of Wai Chi Holdings Company Limited (“Wai Chi Holdings” or
the “Company”), its subsidiaries (collectively named as the “Group”) and
the board of directors of the Company ("Directors” or the “Board”), | am
pleased to present our shareholders the first audited annual results of the
Group for the year ended 31 December 2014 after being listed on the Main
Board of the Stock Exchange.

Since its establishment in 1984, our Group has more than 30 years of
knowledge and experience in the LED industry. In 1991, the Group
started focusing on manufacturing LED backlight products, and in 2008,
we launched our series of LED lighting products and became one of
the Chinese superior enterprises that designs, manufactures and sells
LED backlight and LED lighting products. After years of effort, our Group
has forged a strong operational and management base and established
a superior position in the industry, gaining the capabilities for rapid
development. Upon the successful listing on the Main Board of the Stock
Exchange on 18 November 2014, the Company entered into the rapid
development stage, the Group's capital strength was further reinforced
providing the Group with better capabilities for its business to excel within
the industry. By leveraging on our superior R&D capabilities in LED and
experience in LED energy management services, we are determined to

become a one-stop LED lighting services solutions provider.
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Chairman’s Statement (continued)

FFEWRE (E)

Looking back at 2014, LED market was under overwhelming competitive
pressure due to the massive influx of Asian manufacturers into the LED
business as well as the quick emergence of Chinese manufacturers in the
LED market. During recent years, the Chinese government has strongly
emphasized on energy saving and environmental protection and pushing
forward the development of LED industry. They actively promoted the
wide application of LED and announced various pro-industries subsidies
benefiting the LED enterprises which are strong in manufacturing, R&D
as well as servicing. During the year, our Group remained focused and
dedicated in conducting our business bringing satisfactory growth to
the Group. Our total revenue was approximately HK$1,165,579,000,
increased by 30.4% as compared to 2013. Revenue from sales of LED
backlight products was approximately HK$1,070,946,000, increased by
33.0% as compared to 2013; revenue from sales of LED lighting products
was approximately HK$94,633,000, increased by 6.5% as compared to
2013. The significant growth of the overall business was attributable
to the comprehensive and effective manufacturing and quality control
process. We currently have production facilities in Shenzhen, Huizhou in
the Guangdong province and Yichang in the Hubei province, producing
various sizes of LED backlight products and various kinds of LED lighting
products. We have comprehensive production facilities for the necessary
procedures, which allow us to completely control the entire production
chain for product quality assurance and maintaining profit through cost
structure control.

In terms of quality control, we are currently awarded with various
certifications, including the International Organization for Standardization
("1SO") 9001:2008 and ISO 14001:2004 for our quality and environmental
management systems. Further, strong R&D capability helps us in adjusting
our technologies in a timely manner to adapt to the ever-changing market
and to maintain our competitiveness within the LED industry. We have
successfully developed 1,214 new LED backlight products, and 128 new
LED lighting products in Hong Kong, China, Taiwan and Japan, among
which 26 patents registered in China and 1 patent registered in Hong
Kong, evidencing Wai Chi Holdings is a well-established LED products
manufacturer.
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Chairman’s Statement (continued)
FERE(E)

PROSPECTS

For the past few years, rapid development of China’s LED market has
given rise to intensive competition leading to industry imbalance, prices
were dragged down due to variation in product quality leading to over-
stock of products. However, we believe natural phase-out in the market
will come soon and the entire industry will undergo a large scale market
consolidation. Overall productivity will gradually improve and innovative
products will emerge easing the current intensive market competition.

Speed Up Business Development in China pursuant to
China’s Favorable Policies

China’s 12th Five Year Plan for National Economic and Social Development
of the PRC listed out the future development initiatives in which energy
saving and environmental protection had been stated as one of the
key objectives for sustainable growth. LED commercial lighting will be
widely adopted in government projects and this will be the important
development direction for Wai Chi Holdings. At the same time, General
Office of the State Council of China published the Energy Development
Strategies and Action Plan 2014-2020 in November 2014, confirming the
strategic duties of fine-tuning energy structure, pushing for innovative
energy technologies as well as promoting energy saving electricity
appliances and green lighting. With the opportunities that may arise from
these policies, we believe Wai Chi Holdings will be able to excel within the
industry. We also want to further strengthen our LED industry advantages
given our optimized capital and business platform after listing. We plan
to raise the productivity of our automobile on-board and television LED
backlight segment to catch up with the growing market in order to achieve
better results. We also plan to improve production related technologies by
means of recruiting more technicians and establishing cooperative R&D
relationships with existing manufacturers and customers to jointly develop
innovative products in order to improve production technologies and
promote applications of related skills.
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Chairman’s Statement (continued)
FERE(E)

Strengthen Business Sustainability and Actively
Develop Energy Efficiency Management

In order to achieve business integration and strengthen business
sustainability, we will actively develop energy management business in
particular LED for supermarket lighting. LED supermarket lighting industry
has been gradually opening up during recent years under the push from
the government and enterprises for green lighting. With the encouraging
government policies and subsidies, LED for street lighting and public area
lighting in China is gaining greater success whereas commercial lighting
including supermarket lighting is still at a very early development stage.
Most supermarkets are still in transition to LED lighting, which may not
fully reflect the efficiency brought by LED. To catch up with the market
trend, we have been striving to work with experienced, professional and
highly reliable clients on expanding our LED lighting business including
supermarket lighting and hospital lighting. We have successfully completed
LED lighting replacements in over 150 supermarkets and have gained high
market recognition. Hence, we are now able to obtain bigger contracts
given our excellent track records. We are hoping to build a greener living
environment by successfully implementing energy management projects
which promote the application of green LED.

Focus on Research and Development and Outsource
Production Process for Higher Profit Margins and
Competitiveness

Further, we are actively upgrading and expanding our enterprise resources
planning ("ERP”) system, focusing on developing advanced production
chain management system in order to improve internal information
management. To effectively build the professional image of Wai Chi
Holdings in the LED industry, we are exploring opportunities for strategic
cooperation for expanding product composition and strengthening
product penetration rate. To cope with the rapid development of the
market, we are, at the same time, putting huge resources in R&D for
new products and technology. We are currently looking for suitable LED
components manufacturers, hoping to outsource some of the production
lines to further improve financial flexibility and profit margins. On the
other hand, we are actively working with LED backlight component
manufacturers in Taiwan on producing more advanced television backlight
modules to improve overall product quality and competitiveness.
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Chairman’s Statement (continued)
FERE(E)

Speed Up Overseas Business Development to Further
Expand Business Footprints

The Group intends to expand its business outside China by means of
talents exchange and strategic cooperation with overseas contractors and
suppliers. For emerging markets with high electricity cost, we plan to work
with local contractors to bid for government LED street lighting projects
and to tap into their LED street lighting market by successful cases; and
we plan to establish sales teams, marketing networks, operation centres
or maintenance centres in countries with high penetration rate of LED
lighting products, such as Japan and South Korea in order to strengthen
our Asian and global business network. We are confident that by leveraging
on success in our business operation in China, Wai Chi Holdings will be

able to expand to wider geographical areas.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEE WA D

INDUSTRY REVIEW

In pursuit of greater energy savings and environmental benefits, the China
government has launched a series of supporting policies in promoting
wide application of LED lighting products, which fosters the development
of the industry. Being a well recognised R&D and manufacturer of
LED lighting products, the Group believes the policy of the Chinese
government on energy saving and environmental protection will be the
catalyst in driving up the demand for LED energy management lighting
solutions. Apart from the tax reduction for innovative environmental-
friendly corporations, the Chinese government has set out in the 12th Five-
Year Plan for National Economic and Social Development of the PRC that
energy saving and environmental protection will be the key initiative for
sustainable growth in the future. The government strongly recommends
the replacement of traditional incandescent lamps by environmental-
friendly and high efficiency LED bulbs in offices and shopping malls and
announced the complete ban on selling and import of traditional light
bulbs. Concurrently, the General Office of the State Council of the China
published the “Energy Development Strategies and Action Plan 2014-2020"
(the “Plan”) in November 2014, confirming the strategic duties of fine-
tuning energy structure and pushing for innovative energy technologies.
The plan also mentioned the launch of the energy consumption limit
for public infrastructures, the green construction standards with labeling
system, energy saving electrical appliances and green lighting promotion
and city planning with the theme of new energy. As early as in 2013,
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Management Discussion and Analysis (continued)
EIEE w24 (&)

National Development and Reform Commission of China announced the
“Plan for LED Lighting Energy Saving Industry”, stating that by 2015, all
60W incandescent lamp for normal lighting uses should be phased out
with market share lowered to below 10%; energy saving lighting including
those traditional highly efficient lighting products should have market
share stabilized at around 70%; functional lighting including LED lighting
products should have a market share of above 20%. Furthermore, LED
backlights and landscape lighting should have market share of around
70% and 80% respectively. The plan also sets out a target of achieving at
a compounded annual growth rate of approximately 30% for LED lighting
industry. It expects the market size of the LED lighting industry will reach
approximately RMB450 billion in 2015 with LED lighting products taking
up to approximately RMB180 billion. The Group believes all the above
measures, action plans and development goals in place will have a positive
and stimulating impact on the healthy and sustainable growth of the
industry.

The Group further believes that the markets of LED backlight and LED
lighting in China are comparatively scattered. However, with the rapid
economic expansion and strong consumption market driven by economic
transformation which is coming under the strong pull of mid-to-low-price
smartphones and mid-to-high-end automobile markets, the LED backlight
market in China has experienced robust growth in recent years. Whereas
for the LED lighting industry in China, with the support of the stable market
demand, LED lighting market continues to expand. Development of LED
commercial lighting market remains prosperous and vibrant, in which

indoor lighting constitutes a vital segment of the market.
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Management Discussion and Analysis (continued)
EIRE il oA (&)

However, the markets of LED backlight and LED lighting products in
China will continue to struggle due to over-supply as well as keen market
competition, yet the Group believes large scale market consolidation
will take place very soon. Overall productivity will gradually resume to a
reasonable level and innovative products with high technological content
will become a key driver of growth in the LED industry amid current

intensive market competition.
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Management Discussion and Analysis (continued)

BEE 2w K o ()

BUSINESS REVIEW

For the year ended 31 December 2014, the Group’s revenue was
approximately HK$1,165,579,000, increased by 30.4% from approximately
HK$894,033,000 in 2013. During the year 2014, gross profit increased
by HK$50,516,000 from approximately HK$225,327,000 in 2013 to
approximately HK$275,843,000, representing a 22.4% increase. Net
profit, after deduction of listing fees of approximately HK$16,927,000,
was approximately HK$61,193,000, increased by 10.9% as compared to
approximately HK$55,190,000 in 2013. The Group's revenue and gross/net
profit growth was attributable to (i) exponential growth in the demand for
smartphone backlight products under the pull of 4G smartphones; and (ii)
technology and productivity enhancement due to the Group's investment
in automobile on-board and television backlight products.
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Management Discussion and Analysis (continued)

BEE 2w K o ()

LED Backlight Business

The Group's LED backlight products are classified into 4 types, including: 1)
smartphones; 2) automobile on-board displays; 3) television displays; and 4)
other equipment displays.

During the year 2014, revenue derived from LED backlight product related
to smartphones, automobile on-board displays, television displays and
equipment displays were approximately HK$560,833,000, HK$149,412,000,
HK$159,596,000, and HK$201,105,000, respectively.

LED backlight products market had had a challenging year during 2014.
For the first half of the year, smartphone backlight market experienced an
unexpectedly solid growth under the pull of the strong smartphone market
bringing decent results for industry peers, whereas the growth slowed
down during the second half of 2014 due to inventory issues curbing the
demand for smartphone backlight products. Together with the pressure
from price competition, the demand for LED backlight products from
smartphone manufacturers was sluggish. However, the demand for the
Group's automobile on-board displays and television large size backlight
products was satisfactory, hence, the revenue of the Group’s LED backlight
products recorded growth in the full year results.

Automobile on-board and television LED backlights are the Group’s key
businesses for development. Given the higher penetration rate of multi-
media and Complementary Metal Oxide Semiconductor in automobiles,
traditional meter displays were upgraded to LED displays stimulating
the demand for automobile-related backlight products. Further, as the
production rate of television increased within China itself, television LED
backlight products had directly benefited from the domestic demand
growth, together with the continuous update and upgrade of the LED
backlight technology, it is expected that the growth for both automobile
on-board and television backlight products will be maintained at a steady
level in the future. The Group will, in its production, on one hand, lower the
proportion of smartphone LED backlight, and on the other hand increase
that of the automobile on-board and television LED backlight in order to

fine-tune the product mix for better operating results.

The Group believes, due to the wide application of the LED backlight
modules in many new products and given the strong growth of these
popular goods, LED backlight modules are expected to have flourishing

development in the near future.
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Management Discussion and Analysis (continued)
EIEE w24 (&)

The Group's clients for LED backlight products include manufacturers of
smartphones, automobile on-board displays, equipment displays and
TV panels. The Group has established long term and stable relationships
with our major customers, ranging from 5 to 16 years. It is believed that
such long standing relationship with sizeable customers has set a good
foundation for the Group's future development. The Group has reduced
the revenue contribution from the top 5 customers from 80% in 2011 to
45% in 2014, to achieve diversification of customers.

LED Backlight Revenue Breakdown
LEDE YW A BRAH

Equipment Displays1 8 8 Televisions1 4 9
RIBRERSR ] % BR ] %

Automobile Disp\ays1 3 9
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LED Lighting Revenue Breakdown

LEDRBEAW A BA#H

Commercial Lighting 58 9
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Management Discussion and Analysis (continued)
EIRE il oA (&)

LED Lighting Business

The Group's LED lighting business can be classified into 2 types, including
commercial lighting and public lighting. This business provides various
services including products, lighting solutions design, installation and
maintenance etc. For the year ended 31 December 2014, revenue from
commercial lighting was approximately HK$55,776,000 whereas revenue
from public lighting was approximately HK$38,857,000.

The Group has developed a series of LED lighting products for indoor
and outdoor uses. Given the high lighting efficiency, longevity, energy
saving and environmental friendly nature of LED, the PRC government
has adopted the use of LED lighting devices in street lighting systems to
achieve energy saving.

As a well established LED lighting products manufacturer, the Group'’s
environmental-friendly and quality LED lighting products are recognised
and being recommended by the Guangzhou government authorities
in the “Guangdong Province Green Lighting Model City Catalogue of
Recommended Products for Procurement”. By the end of 2014, the Group
had installed LED lighting devices in over 150 supermarkets and is striving
to increase its market share in replacing traditional incandescent lamps
with LED lighting devices in supermarkets.

LED lighting customers are always looking for solutions with lower costs.
Under the theme of environmental protection and energy saving, public
lighting optimisation and the PRC government’s promotion to use more
LED lighting devices will be the 2 key industry growth factors. By leveraging
on the Group's extensive experience in governmental and sizable
supermarket projects, it is believed that the Group will continue to benefit
from the growing LED lighting market.

QUALITY CONTROL

The Group has established stringent quality control procedures to ensure
the quality of the LED products. The Group's quality control procedures
start during product design stage and will continue throughout the
entire product manufacturing and storage process. Quality control staffs
participate in the product design process. There is a set of established
procedures in selecting and approving new suppliers and raw materials,
and thorough testing of product sample is carried out before mass
production of the LED products.
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Management Discussion and Analysis (continued)
EIEE w24 (&)

The Group has purchased a series of advanced production and testing
equipment for improving quality control. The Group has been awarded
various certifications, including I1SO 9001: 2008 and ISO 14001: 2004 for our
quality and environmental management systems, which serve as important
assurance of the product quality and reliability.

RESEARCH AND DEVELOPMENT

The Group believes that success in R&D is important in maintaining its
competitiveness in the LED backlight and LED lighting industries which
are characterised by rapid technological advancements. The Group places
great emphasis on developing and improving the LED backlight and LED
lighting products in order to remain competitive in the LED industry.

The Group’s R&D centre is located in our production plant in Huizhou.
The Group engages in various R&D activities, including (i) concurrent
development of new product designs with our customers; (i) improvement
of product quality, efficiency and functions of existing products; (iii) in-
project calibration and optimization of the production processes and
capability of the equipment; (iv) introduction and promotion of the use
of new production technologies and new production materials; and
(v) assessment of the future prospect and development trend of the
LED industry. In the future, the Group will continue to enhance its R&D
capabilities in order to catch up with the strong demands in both LED
backlight and LED lighting products markets. The Group currently has 26
patents registered in the PRC and 1 patent registered in Hong Kong.

PROSPECTS

In response to the fast growing LED market and to further strengthen
the Group's leading industry position and competitiveness, the Group
plans to actively fine-tune its product mix, adjust its production capacity
and sales strategies in order to raise production capacity for automobile
on-board displays and television backlight parts to meet ever-changing
market demands. In terms of production, the Group is looking for suitable
manufacturers of LED parts, wishing to form strategic partnership or
outsourcing production lines to further improve financial flexibility
and reduce the reliance on workers. Further, the Group is working
with backlight components manufacturers in Taiwan to produce more
advanced television backlight modules to improve products quality and

competitiveness.
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Management Discussion and Analysis (continued)
EIRE il oA (&)

In terms of LED lighting, the Group is seeking strategic partnership
opportunities to expand product mix and increase product penetration
rate; part of the plan is to co-operate with experienced and trustworthy
customers which specialized in specific areas in LED lighting energy
management services including supermarket lighting and hospital lighting
for development projects so as to improve the Group's industry goodwill,
enable the Group to gain thorough understanding about customers’
needs and preferences and to lay a solid foundation for future LED lighting
business development. The Group intends to expand its business outside
China, especially targeting those emerging markets with high electricity
costs by working with local contractors to bid for government street
lighting projects. The Group also plans to establish sales teams, marketing
networks, operation centres or maintenance centres in countries with high
penetration rate of LED lighting products, such as Japan and South Korea
in order to strengthen our Asian and global business network.

As for corporate management, the Group has been using ERP system
for timely monitoring of its operation process, to promote information
exchange between functions and to store and manage operational data.
The Group is currently upgrading its ERP system applications, to focus
resources on developing advanced production chain management
system to allow different working teams to connect important production
key checkpoints on an integrated information management platform.
This is important for improving business operation efficiency, lowering
management costs, promoting communications and coordination and

tracking inventory levels effectively.

The Group's investment in LED backlight and LED lighting products and
relevant R&D projects will be funded by the Group’s internal resources and
proceeds from the initial public offering of the Company’s shares for listing
on the Main Board of the Stock Exchange.

By leveraging on its over 30 years of LED industry experience and the
above measures, the Group is working to develop itself into an integrated
industry leader in terms of design, manufacturing and selling of LED
backlight and LED lighting products.
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Management Discussion and Analysis (continued)
EIEE w24 (&)

FINANCIAL REVIEW

Revenue

The Group's revenue was derived from selling LED backlight and LED
lighting products. For the year ended 31 December 2014, the sales of the
Group's LED backlight products was approximately HK$1,070,946,000,
increased by 33.0% from approximately HK$805,162,000 in 2013; the
increase was attributable to the continuous growth in mid-to-high
end automobiles, smartphones and television markets. The sales of the
Group's LED lighting products was approximately HK$94,633,000, with an
increase of 6.5% from approximately HK$88,871,000 in 2013. The growth
was attributable to the increasing government spending on related LED
lighting projects and the expansion of customers base. The Group had
participated in exhibitions in Dubai, Germany, China and Hong Kong to

expand customers base and to explore overseas markets.

Revenue (FY2014)
EEIE(2014FE)

HK$
BT

LED Lighting 8 1
LED!RRA [] %

Bt 55 121

AEENEEFEREAEFHEELIDEAERK
LEDRAEm - BE_T—WOF+=-HA=+—H
IEFE  AEBSHFBUIIDEXERNBEEEARLD
1,070,946,00078 7T, + #2013 4F [F] HAHY £9805,162,000
HITIER33.0% ; LEDEXEMMEEENEER
B EHAE - e FEREBRTISHERRT
&) o LEDARBAEE an A & H 58 A %) 94,633,000/8 7T -
20135 R BH94788,871,00078 T K6.5% © LEDFR
PAEMEEHEEREIEHNIEE TRTHBLEDR
Az IREBEMMERTHAREN - KEEHRS
HRMFE - 2R AR RESRITHRENER
FEERRHARRMBEIINTIES o

LED Backlight 9 1 9
LEDE u %

Total Revenue

E 3

1,165,579,000

ANNUAL REPORT 2014

Wai Chi Holdings Company Limited EH5{ZERERAF 21



Management Discussion and Analysis (continued)
EIRE il oA (&)

Gross Profit and Gross Profit Margin

During the year 2014, the Group's gross profit was approximately
HK$275,843,000, increased by 22.4% from approximately HK$225,327,000 in
2013. Gross profit margin was 23.7%, slightly decreased by 1.5% from 25.2%
in 2013 due to increasing labour costs. The Group is actively eliminating
outdated production procedures and to upgrade production facilities for
more automation as well as to launch new and upgraded products to
maintain gross profit margin.

Gross Profit
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HK$'000
FHT

EFMRERZE

20145 - RNEBESER 2492758430008 7T
#2013 4 A HA B 49225,327,00058 TT1E £224% » F
FIZE A23.7% + BR2013F B925 20684 N #k1.5% + £
ZHNEES TRALRAR - RMOSEREAK
BENEEIFMRALSERBFEEEIFEST
BEMERTRELNERLABEBERAR - N
REFERE -

300,000

250,000

200,000

150,000

100,000

50,000

2013
Selling and Distribution Expenses
Labour costs, sales commissions and transportation costs were the Group's
major selling and distribution expenses. During the year 2014, the Group's
selling and distribution expenses was approximately HK$22,918,000,
increased by 5.1% compared with 2013, which was attributable to the
Group's expanded scale in sales, and increasing labour costs.

Administrative Expenses

Administrative expenses refer to the general expenses incurred in offices
and factories. The Group focuses on effective management, by means of
resources consolidation in the Shenzhen and Huizhou factories, as well as
moving the molds production departments from Shenzhen to Huizhou to
reduce rental expenses. During the year 2014, the Group's administrative
expenses was approximately HK$99,879,000, increased by 8.3% compared
with 2013. The increase was mainly due to the inclusion of listing expenses
of approximately HK$16,927,000, including related legal, professional and
other fees during 2014.
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Management Discussion and Analysis (continued)
EIEE w24 (&)

Research and Development Expenses

R&D expenses are incurred for LED backlight and LED lighting products.
During the year 2014, the Group’s R&D expenses was approximately
HK$48,625,000, increased by 43.8% as compared to 2013. The increase was
attributable to increase in LED product types and the elimination of old
molds from R&D teams.

Income Tax Expense

Income tax expense comprised current tax and movements in deferred
tax assets and liabilities. One of the Group’s subsidiaries, Wai Chi Opto
Technology (Shenzhen) Limited ("Shenzhen Wai Chi"), is qualified as
a "High-Tech Enterprise” in the PRC and subject to certain tax benefit,
including a preferential enterprise income tax rate of 15% instead of
the statutory rate of 25%. During the year 2014, the Group's income
tax expense was approximately HK$20,395,000, increased by 41.9% as
compared to 2013; the increase was due to the increase in overall sales and
profit before tax. The effective tax rate also increased from 20.7% in 2013 to
25.0% in 2014 as the listing related expenses are not deductible expenses

for tax purpose.

Inventories

As of the 2014 year-end date, the Group's inventory was approximately
HK$201,120,000, increased by 1.7% as compared to 2013. The increase
in inventory was in line with the Group's sales growth and is mainly
attributable to the increase in LED product types and the need to maintain
stable supply to meet customers’ demand.

Trade Receivables

As of the 2014 year-end date, the Group’s net trade receivables was
approximately HK$532,657,000, increased by 38.8% as compared to 2013,
in line with the growth of overall turnover. The Group’s major customers
are sizeable corporations with long term relationships, including a number
of listed companies, hence the risk of trade receivables turning into bad
debts is relatively low.

Trade Payables

As of the 2014 year-end date, the Group's trade payables was
approximately HK$222,643,000, increased by 19.3% as compared to 2013,
the increase was attributable to the increased payments for merchandising
of production related raw materials to catch up with the overall operation
growth.
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DIRECTORS SENIOR MANAGEMENT AND EMPLOYEES

EE - gAEBAERES

EXECUTIVE DIRECTORS

Mr. Yiu Chi To, age 52, is the founder of our Group, the executive Director
and Chairman of our Company. He was appointed as an executive Director
of our company on 16 August 2013. He is responsible for formulating
corporate strategies and overseeing the Group's business development
and operation as well as monitoring the Group’s administration. He
also plays a role in developing new technology and innovations with
our Group's research and development team and maintaining good
relationships with our major customers. Mr. Yiu has more than 30 years of
working experience in the LED industry. Mr. Yiu had successfully registered
patents in the PRC for the new technologies that he had developed,
including “Double sided light emitting backlight” in 2003, “Bottom-side
dual-efficient LED white light” in 2004, and “LED with heat dissipation” in
2005. From 2009 to present, Mr. Yiu also served as a deputy director for the
Shenzhen Light Emitting Diode Industry Association.

Mr. Yiu graduated from Fujian Jinjiang Neikeng High School in 1978. Prior
to the establishment of the Group, from 1979 to 1981 he worked in an
electronic watch manufacturing company initially as an assembly line
worker, and was later promoted to a manager where he was involved in
sales and marketing of the electronic watches and in 1982 he started a
business in the electronic watch industry and ceased the business in 1984
before establishing the Group. In 1984, Mr. Yiu founded Wai Chi Electronics
Co. Mr. Yiu is the father of Ms. Yiu Kwan Yu and Ms. Yiu Kwan Wai and
father-in-law of Mr. Chen Chung Po.
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Directors, Senior Management and Employees (continued)
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Mr. Chen Chung Po, age 37, was appointed as executive Director and
the Chief Executive Officer of our Company on 16 August 2013. He is
responsible for the day-to-day management of our Group including
administration, procurement, production as well as financial management.
Mr. Chen received his Bachelor of Arts in Business Studies degree from
Hong Kong Polytechnic University in November 2000. He has more than 10
years of working experience in banking and finance fields. After Graduation,
he joined Bank of China (Hong Kong) as a credit analyst and has been
gradually promoted to Branch Manager from 2000 to 2006. From 2006 to
2010, he worked with Sun Hung Kai Group of companies serving as the
Vice President of Sales Division in Wealth Management when he resigned
in 2011. From 2011 to 2012, he was a person licensed to carry on Type 2
regulated activity. Prior to joining our Group, he was the sales director in
GF Securities (Hong Kong) Brokerage Limited from 2011 to 2013. He also
held the Directorship of Hong Kong Critical Component Manufacturing
Association from 2012 to present. Mr. Chen is the husband of Ms. Yiu Kwan
Yu, son-in-law of Mr. Yiu Chi To and brother-in-law of Ms. Yiu Kwan Wai.

Ms. Yiu Kwan Yu, age 30, was appointed as executive Director of our
Company on 16 August 2013. She is also the Sales and Marketing Manager
of Wai Chi Opto Technology Limited since 2009. Ms. Yiu joined us in 2008
and served as Sales and Marketing Executive initially. She is responsible
for the sales and marketing of our LED lighting division and she is also in
charge of our research and development department of our LED lighting
division. Ms. Yiu received her Bachelor's degree of Applied Science in
Electrical Engineering from The University of British Columbia in May
2008 and her Master of Lighting degree from the Queensland University
of Technology in May 2012. Ms. Yiu was admitted as Engineer by the
Corporation of Seven Wardens Inc. in 2008. She also held the Directorship
of Hong Kong Critical Component Manufacturing Association from 2009
to 2012 and the Directorship of Hong Kong Opto Mechatronics Industry
Association from 2012 to present. Ms. Yiu is the elder daughter of Mr. Yiu
ChiTo, wife of Mr. Chen Chung Po and elder sister of Ms. Yiu Kwan Wai.
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Directors, Senior Management and Employees (continued)

£  SAEEBAEREE(E)

Mr. Chen Wei Wu, age 51, was appointed as executive Director of our
Company on 11 March 2014. He is the Financial Controller of Shenzhen
Wai Chi since 2010. He is responsible for the financial management and
day-to-day financial operation in the PRC region. He has 29 years of
experience in commercial and finance fields. From 1984 to 1992, Mr. Chen
served as Accounting Officer in Jinan Chemicals Factory at Hengyang
City of Hunan. From 1992 to 1997, he served as Financial Controller in
Shenzhen Zhonggiao Group at Shenzhen. From 1997 to 2001, he served
as Vice General Manager and Chief Financial Controller in Shenzhen
Shennan Merchants Group. From 2001 to 2006, he served as the Assistant
to the General Manager and head of the Capital Department in Shenzhen
Saigedasheng Joint-stock Company Limited. From 2006 to 2008, he
served as the General Manager of the Audit Planning Department in GD
Hengfeng Investment Group Co,, Ltd. From 2008 to 2010, he served as the
General Manager of Group Finance Division in Shenzhen Shangtianran
Investment Company Limited. Mr. Chen studied and graduated from
the correspondence course in industrial accountancy and received the
professional certificate in industrial accountancy from the Hunan College
of Finance and Economics in July 1987. In October 1994, Mr. Chen was
conferred by the Ministry of Finance in the PRC the qualification of an
accountant specializing in corporate accounting. In April 2011, Mr. Chen
was admitted as Senior International Finance Manager by the International
Financial Management Association. In June 2012, Mr. Chen obtained his
Master of Business Administration degree from the Zhongnan University of
Economics and Law. In November 2014, Mr. Chen obtained his Doctor of

Business Administration degree from the Victoria University of Switzerland.

Ms. Yong Jian Hui, age 38, was appointed as executive Director of our
Company on 11 March 2014. She joined our Company since 2003. She is
currently the Deputy General Manager and the Head of Sales Department
of Shenzhen Wai Chi. She is responsible for the sales and marketing of our
LED backlight products. She has more than 10 years of working experience
in sales and marketing of LED-backlight products. Prior to her joining our
Company, Ms. Yong served as the head of Sales Department at Wah Mei
Electronics (Shenzhen) Company Limited from 2000 to 2002. Ms. Yong
received the certificate on achieving the third grade in University English
from the Hunan Radio & TV University in March 1998 and her Master of
Business Administration degree from the Southwest Jiaotong University in
June 2012.
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Directors, Senior Management and Employees (continued)

£  SAEBAEREE(E)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Au Yeung Tin Wah, age 51, was appointed as independent non-
executive Director ("INED”") of our Company on 11 March 2014.

Mr. Au Yeung is currently a director of Lau & Au Yeung C.P.A. Limited. Prior
to establishing his CPA practice in mid-1992, Mr. Au Yeung worked in an
international accounting firm where he was responsible for doing the
auditing work for several well-known listed companies in Hong Kong. He
also used to be the Finance Manager of a private limited company in Hong
Kong and of a Hong Kong listed company named Next Media Limited (Stock
Code: 282, a company listed on the Main Board of the Stock Exchange
formerly known as Paramount Publishing Group Limited). Mr. Au Yeung is
currently a fellow member of the Hong Kong Institute of Certified Public
Accountants, the Association of Chartered Certified Accountants, and the
Society of Registered Financial Planners.

Mr. Au Yeung was appointed in May 2006 and is currently acting as an
independent non-executive director of Amvig Holdings Limited (Stock
Code: 2300, a company listed on the Main Board of the Stock Exchange
formerly known as Vision Grande Group Holdings Limited).

Mr. Chen Kwok Wang, age 52, was appointed as INED of our Company
on 11 March 2014.

Mr. Chen is currently a Partner at Messrs. Patrick Mak & Tse. He has been
admitted as a Solicitor of the High Court since 2005. He obtained his
Bachelor of Laws from the University of Wolverhampton in February
2002 and his Postgraduate Certificate in Laws from the University of
Hong Kong in June 2003. Mr. Chen obtained a Bachelor of Science
degree in Engineering in November 1986 and also a Master of Business
Administration degree in December 1997 from the University of Hong
Kong.
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Directors, Senior Management and Employees (continued)

£  SAEEBAEREE(E)

Mr. Chen was a Member of the Hong Kong Society of Accountants (now
known as Hong Kong Institute of Certified Public Accountants) in 1990
and currently holds a practising certificate from the Hong Kong Institute
of Certified Public Accountants. He became a Certified Public Accountant
in 1990 and a fellow member of the Chartered Association of Certified
Accountants in 1994.

Prior to establishing his career in the legal field, Mr. Chen worked in an
international accounting firm from 1986 to 1991 as a Staff Accountant and
was eventually promoted to the position of Audit Supervisor. In 1992 to
1993, Mr. Chen became an Internal Auditor at the Hong Kong branch of
a bank. In 1993 to 2000, Mr. Chen worked at The Stock Exchange of Hong
Kong Limited in the capacity as a Manager and was eventually promoted
to the position of Senior Manager. In 2001 to 2002, Mr. Chen worked at the
Securities and Futures Commission of Hong Kong as a Manager where he
was responsible for day-to-day supervision of financial intermediaries. Mr.
Chen was appointed as an INED of Fujian Start Group Co., Ltd, a company
listed on the Shanghai Stock Exchange (stock code: 600734), on 20 May
2014 and PPS International (Holdings) Limited, a company listed on The
Stock Exchange of Hong Kong Limited (stock code: 8201), on 19 November
2014.

Mr. Ho Chi Wai, age 40, was appointed as INED of our Company on 11
March 2014

Mr. Ho is currently a partner of SRF Partner & Co., CPAs. He obtained a
Bachelor's degree in Business Administration from Lingnan University in
November 1997 and a Master’s degree in Finance from Jinan University in
December 2012. He is currently a practicing certified public accountant
of the Hong Kong Institute of Certified Public Accountants, a fellow of the
Association of Chartered Certified Accountants, a certified tax adviser at the
Taxation Institute of Hong Kong and an associate of the Taxation Institute
of Hong Kong.

Mr. Ho has over 17 years of experience in audit assurance and business
consulting. Prior to his own practice in 2012, Mr. Ho worked as an Audit
Senior in a local accounting firm from 1997 to 2000. From 2000 to 2010,
Mr. Ho was the audit manager in a sizable accounting firm and from 2010
to 2011 he became the Principal of the group the said accountancy firm

belonged in.
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Directors, Senior Management and Employees (continued)

£  SAEBAEREE(E)

Mr. Ho acted as an independent non-executive director of Ming Kei
Holdings Limited (Stock Code: 8239, a company listed on the GEM
Board of the Stock Exchange) from June 2012 to October 2013. He was
also a member of the Audit Committee, Nomination Committee and
Remuneration Committee during his time acting as an independent non-
executive director for Ming Kei Holdings Limited.

SENIOR MANAGEMENT

Mr. Shi Bang Ping, aged 48, is the Vice President of LED TV Backlight of
Shenzhen Wai Chi since 2012. He graduated from Jianghan University in
October 1987 specializing in electronics technology. Mr. Shi obtained a
certificate for completing the EMS Internal EMS Auditor Course organised
by Shenzhen Conformity Certification Consult and DET Norske Veritas
for 1ISO14000 in August 1998 and as ISO9000: 2000 Quality Management
System Internal Auditor from the Shenzhen Quality Certification Centre in
October 2000. He participated in the long-distance management training
on-line MBA class operated by the Peking University in 2000 and completed
the learning programme with a graduation certificate in October 2002. He
then attended the TL9000 Quality Management System Auditing Course
(Release 3.0) presented by Excel Partnership, Inc. in 2003 and obtained
a certificate issued in April 2003 for completing such course. Mr. Shi
undertook a senior research study course in surface mount technology and
obtained a graduation certificate in December 2005. He has been certified
as a Certified Quality Director by the American Certification Institute in June
2007.

From 1987 to 1993, Mr. Shi worked at the Wuhan Telephone Facility Factory
under the Post and Electric Department. From 1993 to 2012, Mr. Shi served
with the Konka Group in various posts including notably General Manager
of Konka Group TV Quality Management Department and Vice President of
Konka Group Communications Technologies Manufacturing Plant.
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Mr. Tian Dean, age 36, joined our Company since 2012 and is currently
the Quality Controller of our Company. He is responsible for monitoring
the quality of our Company’s products and overseeing the production
line. He takes part in production management and ensures all products
created by our Company meet international standards in terms of quality
and safety. Prior to joining our Company, Mr. Tian has worked as a section
chief in a company specialised in developing innovative energy efficient
products and solutions from July 2001 to March 2004. He then worked as
a senior manager in a company specialised in providing power systems
and integrated solutions from March 2004 to June 2012. Mr. Tian received
a Bachelor's degree in Technology with major in checking and testing
Technology and apparatus and instrument panel from the Wuhan
University of Technology in June 2001 and obtained a Master's Degree in
Business Administration from Southwest Jiaotong University in January
2008. Mr. Tian has been certified as a Certified Quality Director by the
American Quality Institute in September 2011.

Ms. Yiu Kwan Wai, age 28, joined our Company since 2011 and is
currently the General Manager Assistant of Huizhou Wai Chi Electronics
Company Limited mainly assisting the General Manager in executing tasks.
She is also currently the Senior Marketing Executive/Product Merchandiser
of Wai Chi Opto Technology Limited where she is responsible for product
development and marketing. Prior to joining our Company, Ms. Yiu worked
as a sales lead in a retail group from 2007 to 2009. Ms. Yiu obtained a
Bachelor of Arts degree with major in Economics from Simon Fraser
University, British Columbia, Canada in May 2011. Ms. Yiu is the younger
daughter of Mr. Yiu Chi To, younger sister of Ms. Yiu Kwan Yu and sister-in-
law of Mr. Chen Chung Po.

Mr. Luo Zeng Chang, age 33, joined our Company since 2003 and is
currently the General Manager of our Project Design Department of
Shenzhen Wai Chi. Mr. Luo is responsible for supervising the designs
of our products. Prior to joining our Company, Mr. Luo was a research
development engineer in a small to medium size LED backlight module
manufacturing company from 2002 to 2003. Mr. Luo was then employed as
a senjor technician at Shenzhen Wai Chi in 2003 and was the leader of our
Design Project Department from 2004 to 2007. He was then appointed as
the Vice General Manager of our Design Project Department at Shenzhen
Wai Chi in 2008. Mr. Luo obtained a graduation certificate specializing in
Mechatronics from Jiaying University in July 2001.
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Mr. Yu Hong Wu, age 40, joined our Company since 2013 and is currently
the Executive Supervisor of our LED Research Department at Shenzhen
Wai Chi where he is responsible for the overall management of the
department. Prior to joining our Company, Mr. Yu was a project engineer
at an electrical appliance company from 1991 to 2001. He then was a
structural engineer at an electrical appliance company from 2001 to 2004.
He joined Dongguan Tida Lighting Technology Company Limited, a
subsidiary of Tida Group as the leader of the Engineering Department from
2004 to 2007. Mr. Yu was the Senior Manager of the Research Department
of Heshan Lide Electronic Enterprise Company Limited, a subsidiary of Neo-
Neon Holdings Ltd (stock code: 1868) from 2008 to 2012. In 2012 to 2013,
he was the Executive Supervisor of the Research Department of Sunshine
BRT LED New Energy Joint-stock Company Limited before joining our
Company. Mr. Yu graduated from a program in Industrial Economics from
Southwestern University of Finance and Economics in June 1994.

Mr. Pei Yanfeng, age 45, joined our Company since 2008 and is currently
the Factory President of Wai Chi Jingmi Hardware (Huizhou) Company
Limited. Prior to joining our Company, Mr. Pei was a Mould Assistant
Engineer at a company specialised in developing and manufacturing
hardware in Heinan from 1992 to 1995. He was then a Mould Engineer
at a factory in Dong Guan from 1995 to 1997. From 1997 to 1998, he was
a Mould Engineer at Shenzhen Konka factory. He was then the Mould
Design Personnel in Charge of a company from 1998 to 2001. From 2001
to 2004, he was the Head of the Department of Plastic Moulds at a factory
in Shenzhen. He was then the Manager of a mould factory in Shenzhen
from 2005 to 2006. Between 2007 and 2008, he was the Mould Manager of
a telecommunications company in Shenzhen. Mr. Pei obtained a Bachelor’s
degree in Materials Engineering specialised in Moulding from Xian
Technological University in July 1992.
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Mr. Zeng Yan Ming, age 46, joined our Company since 2011 and is
currently the Human Resources Administrative Supervisor in Shenzhen
Wai Chi Lighting Company Limited where he is responsible for the overall
management of personnel. Prior to joining our Company, Mr. Zeng was
the Head of the Manufacturing Department in a company specialised in
manufacturing plastic products and electrical appliances from 1993 to
1997. He then became the Inspection Officer and Chief Administrative
Officer of Baodeli Computer Hardware Company Limited from 1997 to
2002. Mr. Zeng then became the Manager of the Management Department
and Inspection Manager at Dongguan Eastech Electrical Products
Company Limited, a subsidiary of KME Group from 2002 to 2005. Mr. Zeng
then became the Administrative Manager of Personnel and Manager of
the Inspection Department at a company specialised in manufacturing
plastic products from 2005 to 2009. He then became the Manager of
Human Resources at an environmentally friendly enterprise specialised in
researching and promoting products for water purification from 2010 to
2011 before joining our Company. Mr. Zeng obtained a Bachelor's degree
in Economics specializing in Industrial Enterprises Management from
Xiangtan University in June 1992.

Mr. Cheung Wai Hung, age 33, was appointed as the Chief Financial
Officer of our Company on 11 March 2014. Mr. Cheung is responsible for
our financial management other than the PRC. Mr. Cheung has over 9 years
of experience in audit assurance. Prior to joining our Group, Mr. Cheung
worked as audit trainee in Eric Ng & Co. from June 2003 to July 2004 and
as audit manager in Jonten Hopkins CPA Limited from July 2004 to March
2014. Mr. Cheung graduated from The Hong Kong Polytechnic University
with an honours degree in Bachelor of Arts in Accountancy in November
2003. He is currently a certified public accountant of the Hong Kong
Institute of Certified Public Accountants, a fellow of the Association of
Chartered Certified Accountants and a certified tax adviser at the Taxation

Institute of Hong Kong.
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COMPANY SECRETARY

Ms. Lee Ming Yin Faith, age 42, was appointed as the company secretary
of our Company on 11 March 2014.

Ms. Lee has over 15 years of experience in secretarial services. Ms. Lee
worked as purchasing clerk with a construction company from September
1990 to July 1992 and as secretary to managing director and director at
two private companies from September 1992 to November 1996. Ms. Lee
acted as secretary to the Board of Directors and executive assistant at a
financial services company, which is listed on the Main Board of the Stock
Exchange from January 1997 to April 2004. Ms. Lee was the Office manager
for the Hong Kong Office of a cement manufacturing company, which
used to be listed on the Main Board of the Stock Exchange from April 2004
to April 2008. Ms. Lee was the manager for the Hong Kong Office and
responsible for investor relationships and acted as secretary to the board
of directors of an oil company, which is listed on the Main Board of the
Stock Exchange from May 2008 to February 2011. Ms. Lee acted as assistant
Company secretarial manager at a property development company, which
is listed on the Main Board of the Stock Exchange from May 2011 to March
2012. Then from June 2012 to August 2012, Ms. Lee worked as company
secretary with a media and entertainment company, which is listed on the
Main Board of the Stock Exchange.

Ms. Lee is an Associate Member of the Hong Kong Institute of Chartered
Secretaries and the Institute of Chartered Secretaries and Administrators in
the United Kingdom. She is also a Full Member of the Hong Kong Investor
Relations Association.

Ms. Lee obtained a diploma in Executive Secretarial Studies from Sara
Beattie College in Hong Kong in 1993. Ms. Lee was then awarded a
bachelor's degree in business administrative management by the
University of South Australia, Australia in September 1999 and a master’s
degree in corporate governance by The Hong Kong Polytechnic University
in November 2010.
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REPORT OF THE DIRECTORS
EEEHRESE

The Board of Directors is pleased to present this report and the audited
consolidated financial statements of the Group for the year ended 31
December 2014 (the “Financial Statements”).

PRINCIPAL PLACE OF BUSINESS

The Company was incorporated in the Cayman Islands and is domiciled in
Hong Kong and has its principal place of business at 6th Floor, Liven House,
Nos. 61-63 King Yip Street, Kowloon, Hong Kong.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal activities
and particulars of the Company’s principal subsidiaries are set out in
note 36 to the Financial Statements. There were no significant changes
in the nature of the Group's principal activities during the year ended 31
December 2014.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2014 (the
"Reporting Period’) are set out in the Financial Statements on pages 61
to 154 of this annual report. The Directors do not recommend the payment
of a dividend and resolve not to declare any final dividend in respect of the
year ended 31 December 2014.

CLOSURE OF REGISTER OF MEMBERS

For determining the entitlement to attend and vote at the annual general
meeting of the Company (“AGM") to be held on 21 May 2015 (Thursday),
the register of members of the Company will be closed from Monday, 18
May 2015 to Thursday, 21 May 2015, both days inclusive, during which
period no transfer of shares will be effected. In order to be eligible to attend
and vote at the AGM, all transfers of shares accompanied by the relevant
share certificates and transfer forms must be lodged with the Company’s
share registrar in Hong Kong, Tricor Investor Services Limited, at Level
22, Hopewell Centre, 183 Queen’s Road East, Hong Kong for registration
not later than 4:30 p.m. on Friday, 15 May 2015. The record date for the
entitlement to attend the AGM will be on Thursday, 21 May 2015.
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Report of the Directors (continued)
ExEREE(HE)

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the Group
are set out in note 16 to the Financial Statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during the year
are set out in note 29 to the Financial Statements.

RESERVES

Movements in the reserves of the Group during the year are set out in
consolidated statement of changes in equity on pages 65 to 67 of the
Financial Statements.

BORROWINGS

Details of bank borrowings of the Group as at 31 December 2014 are set
out in note 25 to the Financial Statements.

GEARING RATIO

As at 31 December 2014, the gearing ratio of the Group, based on total
borrowings (including bank borrowing and obligations under finance
leases) to the equity (including all capital and reserves) of the Company,
was 54% (2013: 53%).

EMPLOYEES

The Group recognized the importance of maintaining good relationship
with its employees and retaining competent staff to ensure operational
efficiency and effectiveness. In the year ended 31 December 2014, the
Group had not encountered any significant problems with its employees,
and there had not been any dispute between the Group and its employees
that might have caused any disruption to the Group's business or
operation. The Group has had no difficulty in recruiting and retaining
experienced staff. The remuneration of each employee of the Group is
determined on the basis of his or her performance and responsibility. The
Group provides training to employees.
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Report of the Directors (continued)
EFEHREEHE)

PRE-EMPTIVE RIGHTS

There are no pre-emptive rights under the Company’s articles of association
or the laws of the Cayman Islands, which would oblige the Company to
offer new shares on a pro-rata basis to existing shareholders.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of the Directors as at the date of this report, the
Company has maintained the percentage of public float as prescribed in
the Listing Rules for the Reporting Period and at any time before and up to
the date of this annual report.

DIRECTORS

The Directors of the Company during the Reporting Period and up to the
date of this report are:

Executive Directors

Mr. Yiu Chi To (Chairman)

Mr. Chen Chung Po (Chief Executive Officer)
Ms. Yiu Kwan Yu

Mr. Chen Wei Wu

Ms. Yong Jian Hui

appointed on 11 March 2014
appointed on 11 March 2014

Independent Non-executive Directors

Mr. Au Yeung Tin Wah appointed on 11 March 2014
Mr. Chen Kwok Wang appointed on 11 March 2014
Mr. Ho Chi Wai appointed on 11 March 2014

In accordance with article 84(1) and 84(2) of the Company'’s articles of
association, each of Mr. Yiu Chi To, Mr. Chen Chung Po and Ms. Yiu Kwan
Yu, all of whom were appointed as executive directors on 16 August 2013
will retire as Directors at the forthcoming annual general meeting, and
they, being eligible, will offer themselves for re-election thereat.

In accordance with article 83(3) of the Company’s articles of association, Mr.
Chen Wei Wu and Ms. Yong Jian Hui, having been appointed as executive
directors, Mr. Au Yeung Tin Wah, Mr. Chen Kwok Wang and Mr. Ho Chi
Wai, having been appointed as INEDs by the Board on 11 March 2014 as
addition to the existing Board shall hold office of their directorship until the
annual general meeting of the Company, and they, being eligible, will offer
themselves for re-election at the forthcoming annual general meeting of
the Company.
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Report of the Directors (continued)
EFEHREEHE)

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the Directors of the Company and senior
management of the Group as at the date of this annual report are set out
on pages 24 to 33 of this annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of Mr. Yiu Chi To, Mr. Chen Chung Po and Ms. Yiu Kwan Yu has
entered into a service agreement with the Company for three years from
16 August 2013, and may be terminated by either party by giving not less
than three months’ written notice.

Each of Mr. Chen Wei Wu and Ms. Yong Jian Hui has entered into a service
agreement with the Company for three years from 11 March 2014, and
may be terminated by either party by giving not less than three months’

written notice.

Each of Mr. Au Yeung Tin Wah, Mr. Chen Kwok Wang and Mr. Ho Chi Wai
has entered into a letter of appointment with the Company for a term of
three years commencing from 11 March 2014 and may be terminated by
either party by giving not less than two months’ written notice.

Save as disclosed above, none of the Directors has a contract of service
with the Company or any of its subsidiaries not determinable by the
employing company within one year without payment of compensation
(except for statutory compensation).

The emoluments of the Directors and senior management of the Group
are determined by the Remuneration Committee with reference to
their relevant qualifications, experience, competence and the prevailing
market conditions. None of the Directors waived or agreed to waive any
emoluments during the year ended 31 December 2014.

Details of the Directors’ remuneration of the Group as at the date of this
annual report are set out in note 13 to the Financial Statements.
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Report of the Directors (continued)
EFEHREEHE)

DIRECTORS’ INTERESTS IN CONTRACTS

There were no contracts of significance in relation to the Group's business
to which the Company or any of its subsidiaries and fellow 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.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

At no time during the year ended 31 December 2014 were rights to
acquire benefits by means of the acquisition of shares in or debentures of
the Company granted to any Director or their respective spouse or minor
children (under 18 years of age), or were any such rights exercised by
them; or was the Company, its holding company, or any of its subsidiaries
or fellow subsidiaries, a party to any arrangement whose objectives are
to enable a Director 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’ INTERESTS IN COMPETING BUSINESS

None of the Directors is or was interested in any business apart from
the Group’s business, that competes or competed or is or was likely to
compete, either directly or indirectly, with the Group’s business at any time
during the year ended 31 December 2014 and up to and including the
date of this annual report.

CONTROLLING SHAREHOLDERS AND DIRECTORS’
INTERESTS IN CONTRACTS OF SIGNIFICANCE

Save as disclosed under the sub-section headed “Connected Transaction”
below and “Related Party Transactions and Balances” in note 33 to the
Financial Statements, no contract of significance in relation to the Group’s
business to which the Company or any of its subsidiaries was a party to
and in which a Director or a controlling shareholder had a material interest
in, whether directly or indirectly, subsisted at the end of the year ended 31
December 2014 or at any time during the year.
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Report of the Directors (continued)

ExEgREE(HE)

DIRECTORS AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY OR
ANY OF ITS ASSOCIATED CORPORATIONS

As at 31 December 2014, the interests and short positions of the directors
and chief executive personnel of the Company in the shares, underlying
shares and debentures of the Company and its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance
("SFQ")), as recorded in the register required to be kept by the Company
under Section 352 of the SFO or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (‘"Model Code”") contained in Appendix 10 to
the Listing Rules were as follows:

EERFETBRAERERAGIRE
HECZBRRG - HERGRESZ
BEIXR

RIZ-—ME+-A=+—8 ARAEERE
EITBRABRARRRERBZEZE(EERER K
HIE 51 (T R 5 RIE MRS ) FEXVED epin - 48
E@Hx@&ﬁﬁf o BEARBERERE S I

BiRPIF3SHFRAMFE B MARBRE L
MRS+ P8 LM BT AERTETEFIZN
RESTRI([BRESFR ) RITHE AR RE AR
Mgz SORA T

Number and Approximate
class of percentage of
Name of Director Capacity/nature of interest securities shareholding
BEERE B4 REntE BEHERER REBNEDIL
(Note 2)
(BFaE2)
Mr. Yiu Chi To (Note 1) Beneficial owner 150,000,000 (L) 75%
pkERE A (M) BEBEEA
Notes: Mi3E

1. Mr.Yiu Chi To holds 100% of the issued share capital of Rexell Technology Company
Limited, which is the controlling shareholder holding 75% of the issued share capital
of the Company.

2. The letter "L" denotes the Directors’ long position in the shares of the Company or
the relevant associated corporation.

Save as disclosed above, as at 31 December 2014, none of the Directors
and chief executive personnel of the Company had or was deemed to
have any interests or short position in the shares, underlying shares or
debentures of the Company and its associated corporations (within the
meaning of Part XV of the SFO) which were required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interest or short positions which they had taken
or deemed to have under such provisions of the SFO), or which were
required, pursuant to Section 352 of the SFO, to be entered in the register
referred to therein, or which were required, pursuant to the Mode Code, to
be notified to the Company and the Stock Exchange.
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Report of the Directors (continued)
EFEHREEHE)

INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS AND OTHER
PARTIES IN THE SHARES, UNDERLYING SHARES
OF THE COMPANY

As at 31 December 2014, so far as the directors and chief executive officer
of the Company were aware, the following persons and corporations
(excluding the directors and chief executive officer of the Company) had
interests or short positions in any of the shares or underlying shares of the
Company which were required to be notified to the Company and Stock
Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO,
or who, directly or indirectly, is interested in 10% or more of the nominal
value of any class of share capital to vote in all circumstances at general
meetings of any other member of the Group:

FTERRREMALTRERTRG K
MHERGHNERRAR

RZZE—NFE+—A=+—8 RARREEK
TTERABEETA - LT AT REB(AREES RIT
ERARELLASN) A AR BB B AR AR 15 B AR
BEREEGOIEXVERE 2R3N E MG EA
MEARNFRBEZFANESZIAE  KEELHE
BEHEAANERNEB TR EALE ARIMRER
2 LI EM BRI AR AEE 0% A _E /i n
T

Approximate

Number of percentage of

Name of Shareholder Capacity/nature of interest shares held issued share capital

ERTREZ

IR E 5 HERE FERHEE BABML

Rexell Technology Company Limited (Note 1) Beneficial owner 150,000,000 75%
R AR A E (FEE1) BEHEEAA

Mr. Yiu Chi To (Note 2) Interest of a controlled corporation 150,000,000 75%

pEEE e (M E2) KX E R

Notes:

1. Rexell Technology Company Limited directly holds 150,000,000 shares representing
75% of the issued share capital of the Company.

2. Mr. Yiu Chi To is the legal and beneficial owner of all the issued shares of Rexell
Technology Company Limited and is therefore deemed to be interested in all the
150,000,000 shares of the Company held by Rexell Technology Company Limited
under the SFO.
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Report of the Directors (continued)
EFEHREEHE)

DEED OF NON-COMPETITION

Each of the Controlling Shareholders has confirmed to the Company
of its/his compliance with the terms and undertakings of the deed of
non-competition provided to the Company under the Deed of Non-
competition (as defined in the Company’s prospectus dated 4 November
2014). The INEDs of the Company have reviewed the status of compliance
and confirmed that all the terms and undertakings under the Deed of Non-
competition have been complied with by the controlling shareholders.

SUMMARY OF FINANCIAL INFORMATION

A summary of the published results and of the assets and liabilities of the
Group for the last four financial years is set out on page 156 of this annual
report.

CONNECTED TRANSACTION

During the year ended 31 December 2014, the Group has had a continuing
connected transaction under the Listing Rules, which is required to be
disclosed in this report in accordance with Chapter 14A of the Listing Rules.
Details of such a continuing connected transaction (as defined under the
Listing Rules) are set out below in accordance with the requirements of the
Listing Rules:

Tenancy Agreement with Maxtone Electronics Limited
(“Maxtone”)

Maxtone leased to our Group a property located at Unit A, 6th Floor,
Liven House, Nos. 61-63 King Yip Street, Kowloon, Hong Kong (the
"Property’). The term for the existing tenancy agreements in respect of
the Property commenced from 1 April 2013, and will expire on 31 March
2015 at a monthly rent of HK$68,000 exclusive of rates, air-conditioning,
management charges and other outgoings. As at 31 December 2014,
Maxtone was held as to 60% by Mr. Yiu Kwan Lok, the son of Mr. Yiu Chi To,
as to 20% by Ms. Yiu Kwan Yu, a director of the Company and as to 20% by
Ms. Yiu Kwan Wai, a member of our senior management and therefore it is
a connected party of the Company.

During the year ended 31 December 2014, total rental paid or payable by

the Group under the Tenancy Agreement amounted to HK$816,000 which
did not exceed the annual caps for this transaction.
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Report of the Directors (continued)

EEEREEE)

Opinion from the independent non-executive directors
and auditor on the continuing connected transaction

The Directors (including all INEDs) have reviewed the continuing
connected transaction and confirmed that this transaction was entered
into:

(1) in the ordinary and usual course of business of the Group;
(2) onnormal commercial terms; and

(3) in accordance with the relevant agreement governing it and on terms
that are fair and reasonable and in the interests of the shareholders of
the Company as a whole.

Pursuant to Rule 14A.56 of the Listing Rules, SHINEWING (HK) CPA Limited
(“SHINEWING"), the auditor of the Company, was engaged to report on
the Group's continuing connected transaction 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 SHINEWING containing their finding and
conclusions in respect of the continuing connected transaction disclosed
above.

The Company’s auditors have reported to the Directors that during the year
ended 31 December 2014, the above-mentioned continuing connected
transaction had been approved by the Board, had been entered into in
accordance with the terms of the agreement governing such transaction
and the annual cap amount set out in the relevant agreement for the
transaction had not been exceeded.
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Report of the Directors (continued)
EZEREE (@)

MAJOR SUPPLIERS AND CUSTOMERS

During the year ended 31 December 2014, the largest supplier accounted
for 12.9% of the Group's purchases and the five largest suppliers accounted
for 32.9% of the Group's total purchases. The largest customer accounted
for 21.5% of the Group’s turnover and the five largest customers accounted
for 45.4% of the Group's total turnover.

To the best of the Directors’ knowledge, none of the Directors, their
associates or any shareholders (which to the knowledge of the Directors
owns more than 5% of the Company’s share capital) has an interest in the
Group's five largest suppliers and customers.

CHARITABLE DONATIONS

Charitable donations made by the Group during the year amounted to
approximately HK$32,000 (2013: approximately HK$31,000).

CONFIRMATION OF INDEPENDENCE

The Company has received from each of the INEDs an annual confirmation
of independence pursuant to Rule 3.13 of the Listing Rules and considers
all the INEDs to be independent.

REPURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S SHARES

During the year ended 31 December 2014, neither the Company nor any
of its subsidiaries had purchased, sold or redeemed any of the listed shares
of the Company.
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Report of the Directors (continued)
EFEHREEHE)

CORPORATE GOVERNANCE

The Company and its management are committed to maintain good
corporate governance with an emphasis on the principles of transparency,
accountability and independence to all shareholders. The Company
believes that good corporate governance is essential for continual growth
and enhancement of shareholder’s value. From 18 November 2014 (being
the date of the listing of the Company'’s shares on the Stock Exchange) to
31 December 2014, the Company has applied and complied with the code
provisions stipulated in the Corporate Governance Code and Corporate
Governance Report as set out in Appendix 14 to the Listing Rules. The
Company periodically reviews its corporate governance practices with
reference to the latest development in corporate governance. The Group's
principal corporate governance practices and compliance with code
provisions are set out in the Corporate Governance Report on pages 45 to
58 of this annual report.

AUDIT COMMITTEE

The Audit Committee had reviewed with management the Group's
consolidated financial statements for the year ended 31 December 2014,
the accounting principles and practices adopted and discussed auditing,
internal controls and financial reporting matters.

AUDITOR
The Financial Statements have been audited by SHINEWING. A resolution

to re-appoint SHINEWING as our auditor will be submitted for shareholders’
approval at our forthcoming AGM.

On behalf of the Board of Directors

Yiu Chi To

Chairman

Hong Kong, 26 March 2015
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CORPORATE GOVERNANCE REPORT

%E/\m #&%

CORPORATE GOVERNANCE CODE

The Company is committed in maintaining high standards of corporate
governance ("CG"). The Board believes that commitment in CG practices
will definitely benefit Company’s Shareholders in long term. For the year
ended 31 December 2014 ("FY2014"), the Company has applied the
principles and complied with all the applicable code provisions of the
Corporate Governance Code (the “CG Code”) as set out in Appendix 14 to
the Listing Rules in force at that time.

The Board of Board considers that good CG is central to safeguarding the
interests of the shareholders and enhancing the performance of the Group.
The Board will continuously review and improve the CG practices and
standards of the Company to ensure that business activities and decision

making processes are regulated in a proper and prudent manner.

With a view to further improving the Company’s corporate governance
practices, the following actions were taken in 2014:

Appointment of INEDs with appropriate professional accounting
qualifications and financial management experience with regulatory
entities to further broaden the collective knowledge, perspective and
skill of the Board.

All members of the Audit Committee are INEDs and all of them have
appropriated professional accounting qualifications and financial

management experience.

Introduction of a program of continuous professional development
for Directors by providing internal training to the Board.

To adopt board diversity policy to recognize and embrace the benefits
of having a diverse Board to enhance the quality of its performance.
In designing the Board's composition, Board diversity has been
considered from a number of aspects, including but not limited
to gender, age, cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of service.
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CORPORATE GOVERNANCE REPORT (continued)
EERRE (F)

CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as the code of conduct
regarding securities transactions by Directors. Following specific enquiry
by the Company, all the Directors have confirmed that they have complied
with the required standard as set out in the Model Code and its code of
conduct regarding directors’ securities transactions during the year ended
31 December 2014.

THE BOARD

The Board focuses on the overall strategic development of the Group,
also monitoring the financial performance and the internal controls of the
Group. With a wide range of expertise and a balance of skills, the INEDs
bring independent judgment on issues of strategic direction, development,
performance and risk management through their contribution at Board
meetings and committee work.

Appointment and re-election of Directors

All of the Directors have service agreements or letters of appointment and
the details of their terms are set out in the Report of the Directors on pages
36 to 37 of this annual report. All Directors are subject to re-election by
shareholders at the annual general meeting. Retiring Directors are eligible
for re-election and re-election of retiring Directors at annual general
meetings is dealt with by separate individual resolutions. Where vacancies
arise at the Board, candidates are proposed and put forward to the Board
by the Nomination Committee as more fully explained below under the
section on Nomination Committee.

Board Composition

As at the date of this report, the Board has five executive Directors and
three INEDs, as shown on page 3 of this annual report. Biographies of the
Company's Directors are shown on pages 24 to 29 of this annual report.

INEDs ensure the Board accounts for the interest of all Shareholders and
subject matters are considered objectively. The Board has received from
each INED an annual confirmation of his independence pursuant to
Rule 3.13 of the Listing Rules. The Board considers all of the INEDs to be
independent. INEDs have accounted for 37.5% of the full Board.

To the best knowledge of the Directors, there is no financial, business and
family relationship among members of the Board except that Mr. Yiu Chi
To is the father of Ms. Yiu Kwan Yu and father-in-law of Mr. Chen Chung Po,
Mr. Chen Chung Po and Ms. Yiu Kwan Yu are a married couple.
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CORPORATE GOVERNANCE REPORT (continued)
EERRE (F)

THE BOARD (continued)

Chairman and the Chief Executive Officer
The Chairman of the Board (“Chairman”) and the Chief Executive Officer are
Mr. Yiu Chi To and Mr. Chen Chung Po, respectively.

Induction, Information and ongoing Development

All Directors were kept informed on a timely basis of major changes
that may have affected the Group’s businesses, including relevant rules
and regulations. In addition, the Group has implemented a continuing
development programme to update the Directors (in particular INEDs) on
the macro economics and business environment relevant to the Group's

major operations.

In addition to the above, each newly-appointed Director received a
tailored induction programme, which covers briefing on the Company’s
overview by the Chief Executive Officer, meeting with management and
meeting with the Company’s external legal adviser on directors’ legal role
and responsibilities. To further maximize the contribution from INEDs, a
separate meeting between the Chief Executive Officer and INEDs was held
in January 2015 to address business and related issues. Written procedures
are also in place for Directors to seek independent professional advice in
performing their Directors’ duties at the Company's expense. No request
was made by any Director for such independent professional advice during
the FY2014.

During the year, all Directors have participated in continuous professional
development to develop and refresh their knowledge and skills in
accordance with code provision A.6.5 contained in the CG Code. Each
of the Directors received a series of training locally or overseas, relevant
trainings and briefings included, among others:

development of national and global economy;

national policy outlook;

corporate governance;

regulatory updates; and

LED backlight and lighting industry development trend, etc.
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CORPORATE GOVERNANCE REPORT (continued)
EERRE (F)

THE BOARD (continued)

Induction, Information and ongoing Development
(continued)

All of them have also provided to the Company their records of training
attended for the year, the information of which has been entered in the
register of directors’ training records maintained and updated by the
Company from time to time. The following summarises the compliance
status of all Directors of the Company in respect of code provision A.6.5
during the year:

EEE(H)
FE - ERNBEERR ()

AEEEEHARARE T AFEMMEEED
FAlRiE - HPMEEERFTHFEEFHIIRE

RIFHE - WHARBTEESR - TH

#E 4L

aon=]

TELST

AIFEA6SIEFARA R R ZBEZHNETIBN -

In compliance

with Code A.6.5
Name of Directors EENE B<r<rRIZEA.6.51%
Executive Directors HITES
Mr. Yiu Chi To (Chairman) BB LA (FE) 4
Mr. Chen Chung Po (Chief Executive Officer) BR$BEL Se A (TTIAEEL) v
Ms. Yiu Kwan Yu kEmMI L 4
Mr. Chen Wei Wu pRAzE oA v
Ms. Yong Jian Hui ZEREIR I+ 4
Independent non-executive Directors BIAFHITES
Mr. Au Yeung Tin Wah BUfS RIS A4 v
Mr. Chen Kwok Wang PR B 7R S A v
Mr. Ho Chi Wai ] 5B S v

Role and Responsibilities of the Board

The Board delegates appropriate aspects of its management and
administration functions to management. It also gives clear directions as to
the powers of management, in particular, with respect to the matters that
management must report back and obtain prior approval from the Board
before making decisions or entering into any commitments on behalf of
the Company. The Board determines on regular basis which functions are
reserved to the Board and which are delegated to management.
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CORPORATE GOVERNANCE REPORT (continued)
EERRE (F)

THE BOARD (continued)

Role and Responsibilities of the Board (continued)

The Board exercises a number of duties and powers which include:
formulating of the Group's long-term strategy;
approving major acquisitions, disposals and capital investment;
reviewing operational and financial performance;
approving financial results and public announcements;
reviewing the effectiveness of internal control;
authorizing material borrowings;
setting dividend policy;
approving appointment to the Board and senior management; and
setting the Group's remuneration policy.

To assist in fulfilling its duties and responsibilities, the Board established

three committees, namely the audit committee, the remuneration
committee and the nomination committee.
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CORPORATE GOVERNANCE REPORT (continued)
EERRE (F)

THE BOARD (continued)

Board Processes

All Directors are regularly updated on governance and regulatory matters.
There is an established procedure for Directors to obtain independent
professional advice at the expense of the Company in the furtherance
of their duties. The Company has also arranged appropriate director and
officer liability insurance cover in respect of any potential legal actions that
might be taken against its Directors.

The Board meets regularly throughout the year to review the overall
strategies and monitor the operations as well as the financial performance
of the Group. The Chairman mainly focuses on Group strategies and is
responsible for chairing and managing the efficient operation of the
Board and ensuring that all key issues are considered by the Board in a
timely manner. Notice of at least 14 days has been given to all Directors
for all regular Board meetings and the Directors can include matters
for discussion in the agenda whenever they consider appropriate and
necessary. Agenda and accompanying Board papers in respect of regular
Board meetings are despatched in full to all Directors within a reasonable
time before the meeting. Directors have to declare their direct or indirect
interests, if any, in any proposals or transactions to be considered by the
Board at board meetings and abstain from voting as appropriate. Draft
minutes of all board meetings are circulated to Directors for comment
within a reasonable time prior to confirmation.
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CORPORATE GOVERNANCE REPORT (continued)
EEERRE (H)

THE BOARD (continued)

Board Processes (continued)

Minutes of board meetings and meetings of board committees are kept

by the Company Secretary. All Directors have free access to board papers

and related materials, and are provided with adequate information in a

timely manner, enabling the Board to make informed decision on matters

placed before it. The Board had not yet held any meeting since the date
of listing (18 November 2014) (‘Listing Date") to 31 December 2014. Two
Board meetings were held during 2014 before the Listing Date and the

attendance details are shown as follows:

ExE(A)

EEGEF(E)
EEZgREFLZEGNERLBEABARAMER
7o 2REEHEREHNESSHNHRBERE
B e REERHRIAOHER  FEFS0HIE
EERMNBEELANBRE - EFghEWAHZ
T-MFE+—A+N\B)(LEHBDE=ZT—NF
+ZA=+—HHM  TERTEMNZH® - MR
014FERN  EEZR EMARNSRITTMAES
TRE  FHREFFHBUT :

Board Meetings

attended in
FY2014
“E-NFHEREE
Name of Directors EEHR HEEESEERY
Executive Directors HITES
Mr. Yiu Chi To (Chairman) kEB S E(FE) 2
Mr. Chen Chung Po (Chief Executive Officer) BREZRE S A (TTIECABZE) 2
Ms. Yiu Kwan Yu hEmML L 2
Mr. Chen Wei Wu pRégE oA 2
Ms. Yong Jian Hui L+ 2
Independent non-executive Directors BIFHITESE
Mr. Au Yeung Tin Wah BRSRE S A4 2
Mr. Chen Kwok Wang PR B R S A 2
Mr. Ho Chi Wai AR A 2
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CORPORATE GOVERNANCE REPORT (continued)

TEERRE (E)
BOARD’S COMMITTEES EEgE T Z8E
The Board has established three committees, namely audit committee, EFEeERU-—EZEg  BIEZZES - FM
remuneration committee and nomination committee. Each of them has ZEORRALTES  ZSLECHEERBHESR
specific terms of reference to consider matters relating to specific areas and B BaEEZaEETaENSE WSS
to advise the Board on such matters. INEDs play a significant role in these HRAZESZESREER - BYIIFHNEHZSZED
committees to ensure that independent and objective views are taken. The EAEE  UBRERBELARENER - 8F
list of the Chairman and members of each Board committee is set out on E2BETLEeNTF LMK EREHNAFRE?3
page 3 of this annual report. B
(a) Audit Committee (a) BEXZEE
The Audit Committee of the Company was established in compliance KRBT IZEZESTVAMFA EMRANEIE
with Rule 3.21 of the Listing Rules for the purposes of reviewing and MY @ EEBERAEBETCHEREEF
providing supervision over the Group's financial reporting process and R AEBEEE - Wk EHEEER o

internal controls.

The Audit Committee reviewed with the senior management and EREZEeCESREIEE RINEZERIE
external auditors for the Group’s significant internal controls and HARSENERAPETERETHEER (I
financial matters (as set out in the Audit Committee’s terms of EZZEgNEREE) - B1E

reference), including:

the Group’s interim and annual financial statements with - RESEREAEEPHLRFETER
recommendation to the Board for approval; R BERTEAE
the Group's compliance with regulatory and statutory . KREBEBFENNMEEREZER

requirements;

the Group's financial reporting, internal control and risk - KAEEZHBHRE  AREERERE
management; LI

discussing with the external auditors the nature, scope of the - BESNERFAIGREITMTE  #BRE
audit and significant accounting and audit issues; TEBRREZER

connected transactions; and - BERS R

managing and overseeing the external auditors. - BEREBINEZERD
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CORPORATE GOVERNANCE REPORT (continued)
EERRE (F)

BOARD’S COMMITTEES (continued) EEeETEZES(E)

(a) EREEE ()

(a) Audit Committee (continued)

ANNUAL REPORT 2014

The Audit Committee has the power to conduct investigations into
any matter within the scope of responsibility of the Audit Committee
and is authorized to obtain independent professional advice if it
deems necessary in discharging its responsibilities.

The Audit Committee has been satisfied with the review of the audit
scope, process and effectiveness, independence of SHINEWING and
thus recommended the Board for the approval of the 2014 financial

statements.

In FY2014, no meeting was held by the Audit Committee after the
Listing Date. Two meetings with 100% attendance by all Audit
Committee’'s members were held during January to March 2015.

(b) Remuneration Committee

The Remuneration Committee advises the Board on the Group's
overall policy and structure for the remuneration of Directors and
senior management, and ensures that no Director or any of his
associate is involved in deciding his/her own remuneration. The
Remuneration Committee also reviews and approves (i) compensation
payable to executive Directors and senior management for any
loss or termination of office or appointment to ensure that such
compensation is consistent with contractual terms and is otherwise
fair and not excessive; and (ii) compensation arrangement(s) relating
to dismissal or removal of Director(s) for misconduct to ensure that
such compensation arrangement is consistent with contractual terms

and is otherwise reasonable and appropriate.

The Company has adopted the model to delegate the determination
of the remuneration packages of individual executive Director and
senior management to the Remuneration Committee.

In determining the remuneration for Directors, the Remuneration
Committee takes into consideration factors such as salaries paid by
comparable companies, time commitment and responsibilities of the
Directors and the desirability of performance-based remuneration.
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CORPORATE GOVERNANCE REPORT (continued)
EERRE (F)

BOARD’S COMMITTEES (continued)

(b) Remuneration Committee (continued)

(c)

54

The Remuneration Committee meets to determine the policy for the
remuneration of Directors and assess the performance of executive
Directors and approving the terms of executive Directors’ service
contracts. In FY2014, no meeting was held by the Remuneration
Committee after the Listing Date. One meeting with 100% attendance

by all Remuneration Committee members was held in March 2015.

Nomination Committee

The Nomination Committee is mainly responsible for reviewing
the candidates’ qualification and competence, and making
recommendations to the Board on appointment of Directors, so as to

ensure that all nominations are fair and reasonable.

The functional roles of the Nomination Committee are:

establish a formal and transparent procedure for the appointment
or reappointment of Directors;

make recommendations to the Board for new appointments or
reappointments of executive and non-executive directors;

evaluate the performance of Directors and determine if they
should be reappointed!; and

to be responsible for significant issues concerning the nomination
of Directors during the year.
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CORPORATE GOVERNANCE REPORT (continued)
EERRE (F)

BOARD’S COMMITTEES (continued)

(c) Nomination Committee (continued)

The Nomination Committee meets to discuss the procedures and
criteria which should be adopted by them in nominating candidates
for directorship and agreed that such criteria should include the
candidates’ professional background, their experiences and their
past track record with other listed companies (if any). In FY2014
no meeting was held by the Nomination Committee after the
Listing Date. One meeting with 100% attendance by all Nomination
Committee members was held in March 2015

AUDITOR’S REMUNERATION

During the year, the remuneration paid to the external auditors of the
Company, SHINEWING, in respect of audit services and non-audit services
for the year ended 31 December 2014 amounted to HK$750,000 and
HK$2,591,250 respectively. The details and fee for non-audit services are set
out below:

EEEBE M EEE(A)

(c) E%éé%(ﬁ)
RAZECHEIRERESAENEF R
R WHRANZEFER - BREAENEES
2 MRERERE Mt ETARMBELE
(B )R FAELE o R2OUFPHREFE -
h%xAﬁEtmEéIﬂﬁﬁEﬂamv
MRZTE—RAF=ARTT —REE " 1B
k%éﬂaﬁaﬁﬁﬁf

R AT <=

RER RARREBE_Z—NF+=_A=+—
A IEFERMEF RIS MIERFT RS I INEZE
Bl = 2k /B R0 Y B 2 9 B1) & 750,000/ 7T }2.2,591,250
FEIC o MIETATARIEMIEE MAT B AMFBD
T

HKS$

BIT

IPO assessment services EhEEEER 2,591,250
INTERNAL CONTROLS A B BE 2=

During the year, the Board has conducted a review of the effectiveness of
the internal control system of the Company. The review has covered the
financial, operational, compliance and risk management aspects of the
Group.

The Board is responsible for maintaining an adequate internal control
system to safeguard shareholder investments and Company assets, and
reviewing the effectiveness of such on an annual basis through the Audit
Committee.
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CORPORATE GOVERNANCE REPORT (continued)
EERRE (F)

RESPECTIVE RESPONSIBILITIES OF DIRECTORS
AND AUDITORS

The Directors are responsible for the preparation of the financial
statements, which give a true and fair view of the state of affairs of the
Company and comply with the requirement of the Companies Ordinance
(Chapter 622 of the Laws of Hong Kong) ("Hong Kong Companies
Ordinance”) and the applicable disclosure provisions of the Listing
Rules. The auditors are responsible for forming an independent opinion,
based on the audit, on the financial statements prepared by the Directors
and reporting the opinion solely to the Company’s Shareholders. The
Independent Auditor’s Report is set out on pages 54 to 153 of this annual
report.

INVESTOR AND SHAREHOLDER RELATION

The Company endeavors to continue maintaining a high level of
transparency in communicating with Shareholders and the investment
community at large. Briefings and meetings with institutional investors and
analysts are conducted regularly. The Company is committed to maintain
an open and effective investor communication policy and to update
investors on relevant information on its business on a timely manner,
subject to relevant regulatory requirements.

In order to ensure effective, clear and accurate communications with the
investors and analysts, all corporate communications are arranged and
handled by the Chief Financial Officer of the Company.

Financial information and all shareholder corporate communications
of the Company are made available on the Company’s website at
http://www.waichiholdings.com and updated regularly on a timely basis.

The Board and management shall ensure Shareholders’ right and all
Shareholders are treated equitably and fairly. The Company will announce
its interim and annual results in a timely manner, which is well before
the time limits set out in the Listing Rules. Separate resolutions will be
proposed at the general meetings on each substantially separate issue,
including the re-election of individual Directors, if any.
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CORPORATE GOVERNANCE REPORT (continued)
EERRE (F)

INVESTOR AND SHAREHOLDER RELATION
(continued)

The annual general meeting will provide an opportunity for direct
communication between the Board and the Company's Shareholders. The
Company regards the annual general meeting as an important event in
which the Chairman and all Directors will make an effort to attend. External
auditors shall also be invited to attend the Company’s annual general
meeting and are also available to assist the Directors in addressing queries
from Shareholders relating to the conduct of the audit and the preparation
and content of the auditors’ report. All Shareholders are given prior notice
on a timely basis together with a detailed agenda. The Board, according to
the Listing Rules, will conduct voting at the forthcoming AGM by poll. The
results of the Company will be declared at the meeting, and announced
timely on the Stock Exchange’s website and the Company’s website.

SHAREHOLDERS' RIGHTS

Procedures for convening an extraordinary general
meeting and putting forward proposals at shareholders’
meeting

Any shareholder(s) individually or collectively holding 10% or more of
the Company’s total issued share capital shall be entitled to request the
Board in writing to convene an extraordinary general meeting. Upon
receiving such request, the Board shall issue a notice of extraordinary
general meeting within 21 days and hold an extraordinary general meeting
within two months from the receipt of such request. If within 21 days of
the receipt of such request the Board fails to proceed to convene such
meeting, the shareholder(s) proposing to convene an extraordinary general
meeting in writing may himself (themselves) convene an extraordinary

general meeting in the same manner.
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CORPORATE GOVERNANCE REPORT (continued)
EERRE (F)

SHAREHOLDERS'’ RIGHTS (continued)

Procedures for shareholders to put enquires to the
Board

Shareholders must prove to the Board that they really own the equity
interests of the Company (e.g. by providing shareholding documents etc.).
The Company suggests shareholders should submit their enquiry requests
in writing (including by email, facsimile and mail) and provide sufficient
contact details so that the Company can handle and take down their
enquiries in a proper and timely manner.

Shareholders may contact the Company via the following means:

Address: 6/F, Liven House, 63 King Yip Street, Kwun Tong, Kowloon, Hong
Kong

Email:  barry.cheung@waichi.com

Tel No..  (852) 3760 2805

FaxNo.. (852) 2341 8144

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the duties on corporate
governance function as set out below:

to develop and review the Company'’s policies and practices on
corporate governance;

to review and monitor the training and continuous professional
development of Directors and senior management;

to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

to develop, review and monitor the code of conduct and compliance
manual applicable to employees and Directors; and

to review the Company’s compliance with the CG Code and disclosure
in the corporate governance report.
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INDEPENDENT AUDITOR’S REPORT

SHINEWING (HK) CPA Limited
43/F, The Lee Gardens

33 Hysan Avenue

Causeway Bay, Hong Kong

feikpie

Shinezoinﬁ

TO THE MEMBERS OF WAI CHI HOLDINGS COMPANY LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Wai Chi Holdings
Company Limited (the “Company”) and its subsidiaries (hereinafter
collectively referred to as the “Group”) set out on pages 61 to 154,
which comprise the consolidated statement of financial position as at
31 December 2014, and the consolidated statement of profit or loss,
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.

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 disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors of the Company determine is necessary to
enable the preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

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 our agreed terms of engagement, and for no
other purpose. We do not assume responsibility towards or accept liability
to any other person for the contents of this report. 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 (continued)

B ZBERE ()

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 judgement, 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.

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs 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 disclosure requirements of the Hong
Kong Companies Ordinance.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Wong Chuen Fai

Practising Certificate Number: P05589

Hong Kong
26 March 2015
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

For the year ended 31 December 2014 &2 —ZT—NE+—-A=+—HIFE

2013
—E—=fF
Notes HK$'000
B E THET
Turnover =E 2 8 894,033
Cost of sales HEA (668,706)
Gross profit EF| 225,327
Other income and other gains E AU A K At e 8 13,598
Selling and distribution expenses HE RO HRS (21,807)
Administrative expenses THAX (92,218)
Research and development expenses A (33,808)
Finance costs B TSR AN 10 (21,533)
Profit before tax B %54 B0 A5 69,559
Income tax expense FrSHiR X 11 (14,369)
Profit for the year FERE 12 55,190
HKS
BIT

Earnings per share BREF
Basic and diluted ERREE 15 0.66
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2014 &2 —ZT—NME+—-A=+—HIFE

2013
—E—=F
HKS$'000
FHET
Profit for the year FERE 55,190
Other comprehensive income that may be HEnRENsEEEE
subsequently reclassified to profit or loss K E b 2 E Uk
Exchange differences arising on translation of MEBINETSE F )
foreign operations PE =58 9,902
Total comprehensive income for the year FEZHKRERE 65,092
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

At 31 December 2014 R=—ZF—WE+=-A=+—H

2013
—E—fF
Notes HK$'000
FtsE THETT
Non-Current Assets FEREBEE
Property, plant and equipment MEE - BB NER 16 292,544
Prepaid lease payments TEN R EFRIE 17 43,966
Deferred taxation JRAERTTA 27 3974
340,484
Current Assets REEE
Inventories FE 18 197,743
Prepaid lease payments TENEEFIE 17 967
Trade and bills receivables JEI%ZEE &Kﬁﬁ 19 438614
Prepayments, deposits and other receivables  FEfIERIE - 24 K H A
5§H&mAE§ 20 40,224
Amount due from a related company eI BEE N B 5RIE 21 41
Pledged bank deposits BEERIRITIFHK 22 63,983
Bank balances and cash RITHEBR RIS 22 100,777
842,349
Current Liabilities REBEME
Trade and bills payables FER R R RE 23 450,093
Other payables and accruals HibEMNROE N TERE R 23 38,250
Bank borrowings RITER 25 223,726
Amount due to a related company e — Rl A Bl 5RIE 24 516
Amount due to a director BN —REEHIE 24 1,458
Obligations under finance leases BEHEREIR
— due within one year — R —FREHf 26 294
Income tax payables FERTPRISHE 13495
727,832
Net Current Assets REEEZRE 114,517
Total Assets less Current Liabilities REERADEME 455,001
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Consolidated Statement of Financial Position (continued)

e UBARRE(E)

At 31 December 2014 R=F—mE+=-HF=+—~8

2013
—=%
Notes HK$'000
By & FAT
Non-Current Liabilities FEREBEE
Obligations under finance leases BEREREE
— due more than one year —RER—F1&EIE 26 709
Government grants AT D 28 33,839
34,548
Net Assets EEFEE 420,453
Capital and reserves EXR#E
Share capital N 29 101
Reserves =g 420,352
Total Equity RS 420,453
The consolidated financial statements on pages 61 to 154 were approved FOIRI4B NG MBEMERER=ZE—HF=H

and authorised for issue by the board of directors on 26 March 2015 and
are signed on its behalf by:

Mr. Yiu Chi To
B E k&
Director

EZE
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PREERE o4
Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2014 HE—FE—ME+-A=+—HILFE

Share Share Capital ~ Statutory  Translation Merger  Retained
capital  premium reserve reserve reserve reserve profits Total
BE  KigE BEXEE iTRE EXRE AfREE RENE At
HKS000  HKS000  HKS000  HKS000  HK$000  HKS000  HKS'000  HKS'000
TEr TExr TEr TEx  TEr  TEr  TEr  TEn

(Notea)  (Noteb) (Note ¢)
(Mta)  (Fizko) (PtzEc)
At 1 January 2013 W-E—=%—F—H 100 = 95,636 28073 14,968 (928) 142,659 280,508
Profit for the year FEME - - - - - - 55,190 55,190
Other comprehensive income EEEMPENE
for the year
— exchange differences arising —BONETREE A RORE K
from foreign operations = - - - - 9,902 - - 9,902
Total comprehensive income FEEANGLE
for the year - - - - 9902 - 55,190 65,092
Contribution by a shareholder (Notea) —ZRERIEA (fizta) - - 74853 - - - - 74853
Group reorganisation (Note 29b) SEEA(ME290) 1 13499 (170489) - - 35489 - -
Transfer R = = = 5430 = = (5430) =
At31 December 2013 R-B—=F
+-A=f+-H 101 134,999 - 33,503 243870 34,561 192419 420453
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Consolidated Statement of Changes in Equity (continued)
mEREEFR(E)
For the year ended 31 December 2014 HZ—Z—WNE+—-A=+—HILFE

Share Share  Capital Statutory Translation Merger Retained
capital premium  reserve  reserve  reserve  reserve profits Total
BA ROEE BEARE ZERE EXRE S6RE RENE &%
HK$’'000  HK$'000 HK$'000 HK$'000 HKS$'000 HKS$'000 HKS$'000  HK$'000
TAr FEx TEx FTEx TFTEz TExz FExn  TFiEn
(Notea)  (Noteb) (Note )
(Ktzka)  (PfaEh) (Ktke)
At 1 January 2014 R-E—NFE—F—H 101 134,999 - 33,503 24,870 34,561 192,419 420,453
Profit for the year FEANE - - - - - - 61,193 61,193
Other comprehensive income FEEMERKE
for the year
— exchange differences arising —BINEBEENEN
from foreign operations = - - - - 364 - - 364
Total comprehensive income FEZANRER
for the year - - - - 364 - 61,193 61,557
Group reorganisation EEEA (100) - - - - - - (100)
Issue of new shares (Note 29d) BT (B3E29d) 500 183,500 - - - - - 184,000
Share issue expenses BARM AL - (13,679) - - - - - (13,679)
Capitalisation issue of shares R RER BT
(Note 29¢) (Pi5E20e) 1499 (1,499 - - - - - -
Transfer P - - - 6,239 - - (6,239) -
At 31 December 2014 R-Z-NF
+-F=+-8 2,000 303,321 - 39742 25234 34561 247,373 652,231
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Consolidated Statement of Changes in Equity (continued)
REERSEHRE)

For the year ended 31 December 2014 HZE—-=

Notes:

(a)

Capital reserve represents the surplus amount of shareholder contributions to
Shenzhen Wai Chi over the registered capital of Shenzhen Wai Chi.

During the year ended 31 December 2013, Mr. Yiu Chi To (the “Controlling
Shareholder") contributed approximately HK$74,853,000 to the Group through
capitalisation of amount due to a related company of HK$38,000,000 and cash
contribution of HK$36,853,000. Such contribution was recognised in capital reserve.

As stipulated by regulations in the People’s Republic of China (the “PRC"), the
Company'’s subsidiaries established and operated in the PRC are required to
appropriate 10% of their after-tax profit (after offsetting prior year losses) as
determined in accordance with the PRC accounting rules and regulations, to
statutory reserve until the reserve balance reaches 50% of the registered capital. The
transfer to this reserve must be made before distribution of a dividend to equity

owners.

Merger reserve represented the difference between share capital of the new holding
company and the aggregate of the share capital of the then holding company of
the Group and the companies comprising the Group.

During the year ended 31 December 2013, as part of the pre-listing reorganisation,
the Company issued 135 ordinary shares of HK$1,000,000 each which, through its
subsidiaries, was used to subscribe for new shares issued and allotted by Wai Chi
Group (HK) Limited (“Wai Chi Group”) and became the holding company of the
Group. The difference between the proceed from the issuance of shares and the
then share capital and capital reserve subscribed was recognised in the merger

reserve.
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2014 HE—=

—OFE+—A=t+—HILFE

2013
—E—=F
HK$'000
FAT
OPERATING ACTIVITIES REFH
Profit before taxation BR A5 AT A 69,559
Adjustments for: FELAT %A -
Finance costs EURTIDWIN 21,533
Interest income A E U A (1,545)
Depreciation of property, plant and equipment Y% - BE MEREITE 36,011
Reversal of impairment loss recongised in respect of T ST B 3 B2 L fith B U Z 0
trade and other receivables TR Rk (E B R B (190)
Government grants BT Eh (7,028)
Amortisation of prepaid lease payments TEHEFRIEE 964
Net loss on disposal of property, plant and equipment HEWE - BEMRIEEE
FHR 132
Impairment loss recognised in respect of trade and ThIE U BR R N H Ath FE U FRIE
other receivables TERRR EEE 7,320
Allowance on inventories FERE 8,198
Operating cash flows before movements in BEESBFHIKE
working capital ReRE 134,954
Increase in inventories FEN (35,554)
Increase in trade, bills and other receivables FEUERSR - =B R EMFEL
TRIRE AN (52,262)
Increase in trade, bills and other payables FERTBRR ~ BB R A PERS
TRIAIE N 135,202
Cash generated from operations RETEHRELERS 182,340
PRC Enterprise Income Tax (“PRC EIT”) paid B RS ERMEH (3,883)
NET CASH FROM OPERATING ACTIVITIES RETHREERESFHE 178,457
INVESTING ACTIVITIES REFES
Acquisition of property, plant and equipment BEMZE - BB L&HE (77,002)
Withdrawal (deposits) to pledged bank deposits RE(EAN) EERIRITHER (7,619)
Interest received BHFE 1,545
Proceeds from disposal of property, plant and equipment  HEWE - K= K REMSZIE 203
Repayment from a related company —MER RIER =
NET CASH USED IN INVESTING ACTIVITIES REZBDFARSFHE (82,873)
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Consolidated Statement of Cash Flows (continued)

FERERER(E)

For the year ended 31 December 2014 HE=-Z—F+=-A=+—HILFE

2013
—ET—=F
HKS$'000
T
FINANCING ACTIVITIES REEE

New bank borrowings raised FTIZIRITIE K 355,704
Proceeds from issue of shares BT TS FEIE =
Share issue expenses BTN -
Government grants received B AT BN 31,834
Repayment of bank borrowings ERRITER (468,216)
Interest paid BEHE (21,533)
Repayment to a director BRT—RES (51,634)
Repayment to a related company BT —EEEAA (9,318)
Repurchase of shares B B AR f =
Repayment of obligations under finance leases ERpEHERE (281)
Contribution by a shareholder —ZRELE 36,853
NET CASH FROM (USED IN) FINANCING ACTIVITIES  ®i&EEE S (A RETE (126,591)

NET INCREASE (DECREASE) IN CASH AND ReRBALEFEYZMORL)

CASH EQUIVALENTS FE (31,007)
CASH AND CASH EQUIVALENTS AT 1 JANUARY R—A—BNRERREEEY 124417
Effect of foreign exchange rate changes EREF e e 7,367
CASH AND CASH EQUIVALENTS AT Nt+t=-—BA=+—H8H1®

31 DECEMBER, represented by RERBELEEY -

bank balances and cash BERITHEBRRES 100,777
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Wai Chi Holdings Company Limited (the “Company”) is a company
incorporated in the Cayman Islands as an exempted company with
limited liability under Companies Law of the Cayman Islands on 16
August 2013 and its shares are listed on the Main Board of The Stock
Exchange on 18 November 2014. The address of the registered office
of the Company is Offshore Incorporations (Cayman) Limited, Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111, the
Cayman Islands and the principal place of business of the Company is
6th Floor, Liven House, 63 King Yip Street, Kwun Tong, Kowloon, Hong
Kong.

The Company is principally engaged in investment holding. The
principal activities of its subsidiaries are set out in note 36.

The functional currency of the Company and the subsidiaries
incorporated in Hong Kong are Hong Kong dollars (“HK$") while
that of the subsidiaries established in the People’s Republic of China
(the “PRC") are Renminbi (‘RMB"). For the purpose of presenting the
financial statements, the Company and its subsidiaries (hereinafter
collectively referred to as the "Group”) adopted HKS as its
presentation currency which is the same as the functional currency of
the Company.

BEERERAGB([AAR DR _E—=F
NA+ARERBERSHESARNEERS
SEEMARLAERRABRAGR - mMERD
RZZE—ME+—-A+N\BEBIMAER
£ o AR AT M E R 2 Ik R Offshore
Incorporations (Cayman) Limited, Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand Cayman
KY1-1111, the Cayman Islands * MZARA&]EE &
FI R BB NIRRT TR EANES
o

ANABEBREREER - ENBERARINE
BIEEH AN E36 ©

ARBRRERBEMALMBARZNEE
BRET(BR]) MRPEARKME
(THEDKRIMBARZIEEE/ARE
(TAR¥]) - R2JNMBHRERME » ARQA
NEMBAR (AT A AR50 ])RNET
REZINER - BEARAZINEEEMER -
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Pursuant to the reorganisation as detailed in the section headed
“History and Development — Reorganisation” to the prospectus of
the Company dated 4 November 2014 (the “Reorganisation”), the
Company became the holding company of the companies now
comprising the Group on 31 December 2013. The Company and its
subsidiaries have been under the control and beneficially owned by
Mr. Yiu Chi To (the “Controlling Shareholder”) since their respective
dates of incorporation or establishment up to 31 December 2013. The
Group comprising the Company and its subsidiaries resulting from
the Reorganisation is regarded as a continuing entity. Accordingly, the
consolidated financial statements of the Group have been prepared
on the basis as if the Company had always been the holding company
of the companies comprising the Group up to 31 December 2013,
using the principles of merger accounting as set out in note 4 below.

The consolidated statement of profit or loss, consolidated statement
of profit or loss and other comprehensive income, consolidated
statement of changes in equity and consolidated statement of
cash flows including the results and cash flows of the companies
comprising the Group have been prepared as if the current group
structure had been in existence since their respective dates of
incorporation or establishment up to 31 December 2013.
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The Group has consistently adopted the HKFRSs, Hong Kong

Accounting Standards ("HKASs"), amendments and interpretations

(“Ints”) issued by the Hong Kong Institute of Certified Public

Accountants (the "HKICPA") which are effective for the Group's

financial year beginning on 1 January 2014.

The Group has not early applied the following new and revised

HKFRSs, HKASs, amendments and Ints that have been issued but are

not yet effective:

HKFRS 9 (2014)

HKFRS 15

Amendments to HKAS 1

Amendments to HKFRSs

Amendments to HKFRSs

Amendments to HKFRSs

Amendments to HKAS 19

Amendments to HKAS 16 and
HKAS 38

Amendments to HKAS 16 and
HKAS 41

Financial Instruments*

Revenue from Contracts with Customers?

Disclosure Initiative?

Annual Improvements to HKFRSs 2010-2012

Cycle’

Annual Improvements to HKFRSs 2011-2013

Cycle’

Annual Improvements to HKFRSs 2012-2014

Cycle?

Defined Benefit Plans — Employee

Contributions!

Clarification of Acceptable Methods of

Depreciation and Amortisation?

Agriculture: Bearer Plants?

AEBEE-—ERAMEFHTESHNAE
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REFFAH e
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BEGHEAE IS HEFEL
(BT )
BAEMBRELER éf’%ﬁﬁki&ii@ﬁ =
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BAERBRELER BN BREEN =T
(1BETA) ——FET-=F@
B2 FE e
BAERBRELER BN BREEN =T
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REBGFAERE ZEE
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BB SERF 1657
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Amendments to HKAS 27 Equity Method in Separate Financial
Statements?
Amendments to Sale and Contribution of Assets between

HKFRS 10 and HKAS 28 an Investor and its Associate or Joint
Veuture?
Amendments to HKFRS 10

HKFRS 12 and HKAS 28

Investment Entities: Applying the
Consolidation Exception?

Amendments to HKFRS 11 Accounting from Acquisitions of Interests in

Joint Operations?

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

2 Effective for annual periods beginning on or after 1 January 2016.
3 Effective for annual periods beginning on or after 1 January 2017.
4 Effective for annual periods beginning on or after 1 January 2018.

The directors of the Company anticipate that, except as described
below, the application of the new and revised HKFRSs, HKASs,
amendments and Ints will not have material impact on the results and

the financial position of the Group.

HKFRS 9 (2014) Financial Instruments

HKFRS 9 issued in 2009 introduced new requirements for the
classification and measurement of financial assets. HKFRS 9 was
amended in 2010 and includes the requirements for the classification
and measurement of financial liabilities and for derecognition. In
2013, HKFRS 9 was further amended to bring into effect a substantial
overhaul of hedge accounting that will allow entities to better
reflect their risk management activities in the financial statements.
A finalised version of HKFRS 9 was issued in 2014 to incorporate
all the requirements of HKFRS 9 that were issued in previous years
with limited amendments to the classification and measurement
by introducing a “fair value through other comprehensive income”
("FVTOCI") measurement category for certain financial assets. The
finalised version of HKFRS 9 also introduces a “expected credit loss”

model for impairment assessments.
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HKFRS 9 (2014) Financial Instruments (continued) EARAVEREERNFIHR(ZF—I

Key requirements of HKFRS 9 (2014) are described as follows:

74

All recognised financial assets that are within the scope of HKAS
39 Financial Instruments: Recognition and Measurement to be
required subsequently measured at amortised cost or fair value.
Specifically, debt investments that are held within a business
model whose objective is to collect the contractual cash flows,
and that have contractual cash flows that are solely payments of
principal and interest on the principal outstanding are generally
measured at amortised cost at the end of subsequent accounting
periods. Debt instruments that are held within a business model
whose objective is achieved both by collecting contractual cash
flows and selling financial assets, and that have contractual terms
of the financial asset give rise on specified dates to cash flows
that are solely payments of principal and interest on the principal
amount outstanding, are measured at FVTOCI. All other debt
investments and equity investments are measured at their fair
values at the end of subsequent reporting periods. In addition,
under HKFRS 9, entities may make an irrevocable election to
present subsequent changes in the fair value of an equity
investment (that is not held for trading) in other comprehensive
income, with only dividend income generally recognised in profit

or loss.

With regard to the measurement of financial liabilities designated
as at fair value through profit or loss, HKFRS 9 requires that
the amount of change in the fair value of the financial liability
that is attributable to changes in the credit risk of that liability
is presented in other comprehensive income, unless the
recognition of the effects of changes in the liability’s credit risk
in other comprehensive income would create or enlarge an
accounting mismatch in profit or loss. Changes in fair value
of financial liabilities attributable to changes in the financial
liabilities” credit risk are not subsequently reclassified to profit or
loss. Under HKAS 39, the entire amount of the change in the fair
value of the financial liability designated as fair value through
profit or loss was presented in profit or loss.
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HKFRS 9 (2014) Financial Instruments (continued)

In the aspect of impairment assessments, the impairment
requirements relating to the accounting for an entity’s expected
credit losses on its financial assets and commitments to extend
credit were added. Those requirements eliminate the threshold
that was in HKAS 39 for the recognition of credit losses. Under
the impairment approach in HKFRS 9 (2014) it is no longer
necessary for a credit event to have occurred before credit losses
are recognised. Instead, expected credit losses and changes in
those expected credit losses should always be accounted for. The
amount of expected credit losses is updated at each reporting
date to reflect changes in credit risk since initial recognition
and, consequently, more timely information is provided about
expected credit losses.

HKFRS 9 introduces a new model which is more closely aligns
hedge accounting with risk management activities undertaken
by companies when hedging their financial and non-financial
risk exposures. As a principle-based approach, HKFRS 9 looks at
whether a risk component can be identified and measured and
does not distinguish between financial items and non-financial
items. The new model also enables an entity to use information
produced internally for risk management purposes as a basis
for hedge accounting. Under HKAS 39, it is necessary to exhibit
eligibility and compliance with the requirements in HKAS 39 using
metrics that are designed solely for accounting purposes. The
new model also includes eligibility criteria but these are based
on an economic assessment of the strength of the hedging
relationship. This can be determined using risk management
data. This should reduce the costs of implementation compared
with those for HKAS 39 hedge accounting because it reduces
the amount of analysis that is required to be undertaken only for
accounting purposes.

HKFRS 9 (2014) will become effective for annual periods beginning on

or after 1 January 2018 with early application permitted.
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HKFRS 9 (2014) Financial Instruments (continued)

The directors of the Company anticipate that the application of
HKFRS 9 (2014) in the future may have significant impact on amounts
reported in respect of the Group's financial assets and financial
liabilities. However, it is not practicable to provide a reasonable
estimate of the effect of HKFRS 9 (2014) until the Group undertakes a
detailed review.

HKFRS 15 Revenue from Contracts with Customers

The core principle of HKFRS 15 is that an entity should recognise
revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to which the
entity expects to be entitled in exchange for those goods or services.
Thus, HKFRS15 introduces a model that applies to contracts with
customers, featuring a contract-based five-step analysis of transactions
to determine whether, how much and when revenue is recognised.
The five steps are as follows:

i) ldentify the contract with the customer;
i) Identify the performance obligations in the contract;
iii) Determine the transaction price;

iv) Allocate the transaction price to the performance obligations;
and

v)  Recognise revenue when (or as) the entity satisfies a performance
obligation.

HKFRS 15 also introduces extensive qualitative and quantitative
disclosure requirements which aim to enable users of the financial
statements to understand the nature, amount, timing and uncertainty
of revenue and cash flows arising from contracts with customers.
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HKFRS 15 Revenue from Contracts with Customers
(continued)

HKFRS 15 will supersede the current revenue recognition guidance
including HKAS 18 Revenue, HKAS 11 Construction Contracts and the
related Interpretations when it becomes effective.

HKFRS 15 will become effective for annual periods beginning on or
after 1 January 2017 with early application permitted. The directors of
the Company anticipate that the application of HKFRS 15 in the future
may have a material impact on the amounts reported and disclosures
made in the Group's consolidated financial statements. However, it is
not practicable to provide a reasonable estimate of the effect of HKFRS
15 until the Group performs a detailed review.

Annual Improvements to HKFRSs 2010-2012 Cycle

The Annual Improvements to HKFRSs 2010-2012 Cycle include a
number of amendments to various HKFRSs, which are summarised
below.

The amendments to HKFRS 2 (i) change the definitions of “vesting
condition” and “market condition”; and (ii) add definitions for
“performance condition” and “service condition” which were
previously included within the definition of “vesting condition”. The
amendments to HKFRS 2 are effective for share-based payment
transactions for which the grant date is on or after 1 July 2014.

The amendments to HKFRS 3 clarify that contingent consideration
that is classified as an asset or a liability should be measured at fair
value at each reporting date, irrespective of whether the contingent
consideration is a financial instrument within the scope of HKFRS 9 or
HKAS 39 or a non-financial asset or liability. Changes in fair value (other
than measurement period adjustments) should be recognised in
profit and loss. The amendments to HKFRS 3 are effective for business
combinations for which the acquisition date is on or after 1 July 2014.
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Annual Improvements to HKFRSs 2010-2012 Cycle
(continued)

The amendments to HKFRS 8 (i) require an entity to disclose the
judgements made by management in applying the aggregation
criteria to operating segments, including a description of the
operating segments aggregated and the economic indicators
assessed in determining whether the operating segments have “similar
economic characteristics”; and (ii) clarify that a reconciliation of the
total of the reportable segments’ assets to the entity’s assets should
only be provided if the segment assets are regularly provided to the
chief operating decision-maker.

The amendments to the basis for conclusions of HKFRS 13 clarify that
the issue of HKFRS 13 and consequential amendments to HKAS 39 and
HKFRS 9 did not remove the ability to measure short-term receivables
and payables with no stated interest rate at their invoice amounts
without discounting, if the effect of discounting is immaterial.

The amendments to HKAS 16 and HKAS 38 remove perceived
inconsistencies in the accounting for accumulated depreciation/
amortisation when an item of property, plant and equipment or an
intangible asset is revalued. The amended standards clarify that the
gross carrying amount is adjusted in a manner consistent with the
revaluation of the carrying amount of the asset and that accumulated
depreciation/amortisation is the difference between the gross
carrying amount and the carrying amount after taking into account
accumulated impairment losses.

The amendments to HKAS 24 clarify that a management entity
providing key management personnel services to a reporting entity
is a related party of the reporting entity. Consequently, the reporting
entity should disclose as related party transactions the amounts
incurred for the service paid or payable to the management entity
for the provision of key management personnel services. However,

disclosure of the components of such compensation is not required.

The directors of the Company do not anticipate that the application
of these amendments will have a significant impact on the Group's
consolidated financial statements.
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Annual Improvements to HKFRSs 2011-2013 Cycle

The Annual Improvements to HKFRSs 2011-2013 Cycle include a
number of amendments to various HKFRSs, which are summarised
below.

The amendments to HKFRS 3 clarify that the standard does not apply
to the accounting for the formation of all types of joint arrangement
in the financial statements of the joint arrangement itself.

The amendments to HKFRS 13 clarify that the scope of the portfolio
exception for measuring the fair value of a group of financial assets
and financial liabilities on a net basis includes all contracts that are
within the scope of, and accounted for in accordance with, HKAS 39
or HKFRS 9, even if those contracts do not meet the definitions of
financial assets or financial liabilities within HKAS 32.

The amendments to HKAS 40 clarify that HKAS 40 and HKFRS 3 are
not mutually exclusive and application of both standards may be
required. Consequently, an entity acquiring investment property must
determine whether:

(@) the property meets the definition of investment property in terms
of HKAS 40; and

(b) the transaction meets the definition of a business combination
under HKFRS 3.

The directors of the Company do not anticipate that the application of
the amendments will have material effect on the Group's consolidated

financial statements.
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Annual Improvements to HKFRSs 2012-2014 Cycle

The Annual Improvements to HKFRSs 2012-2014 Cycle include a
number of amendments to various HKFRSs, which are summarised
below.

The amendments to HKFRS 5 clarify that changing from one of the
disposal methods (i.e. disposal through sale or disposal through
distribution to owners) to the other should not be considered to
be a new plan of disposal, rather it is a continuation of the original
plan. There is therefore no interruption of the application of the
requirements in HKFRS 5. Besides, the amendments also clarify
that changing the disposal method does not change the date of
classification.

The amendments to HKFRS 7 clarify that a servicing contract that
includes a fee can constitute continuing involvement in a financial
asset. An entity must assess the nature of the fee and arrangement
against the guidance for continuing involvement in HKFRS 7 in order
to assess whether the additional disclosures for any continuing
involvement in a transferred asset that is derecognised in its entirety
are required. Besides, the amendments to HKFRS 7 also clarify that
disclosures in relation to offsetting financial assets and financial
liabilities are not required in the condensed interim financial report,
unless the disclosures provide a significant update to the information
reported in the most recent annual report.
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Annual Improvements to HKFRSs 2012-2014 Cycle
(continued)

The amendments to HKAS 19 clarify that the market depth of high
quality corporate bonds is assessed based on the currency in which
the obligation is denominated, rather than the country where the
obligation is located. When there is no deep market for high quality
corporate bonds in that currency, government bond rates must be
used.

HKAS 34 requires entities to disclose information in the notes to the
interim financial statements ‘if not disclosed elsewhere in the interim
financial report’. The amendments to HKAS 34 clarify that the required
interim disclosures must either be in the interim financial statements
or incorporated by cross-reference between the interim financial
statements and wherever they are included within the greater interim
financial report. The other information within the interim financial
report must be available to users on the same terms as the interim
financial statements and at the same time. If users do not have access
to the other information in this manner, then the interim financial
report is incomplete.

The directors do not anticipate that the application of the
amendments included in the Annual Improvements to HKFRSs 2012-
2014 Cycle will have a material effect on the Group's consolidated
financial statements.
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Amendments to HKAS 16 and HKAS 38 Clarification
of Acceptable Methods of Depreciation and
Amortisation

The amendments to HKAS 16 prohibit the use of revenue-based
depreciation methods for property, plant and equipment. The
amendments to HKAS 38 introduce a rebuttable presumption that
use of revenue based amortisation methods for an intangible asset is
appropriate. This presumption can only be rebutted in the following
two limited circumstances:

i) when the intangible asset is expressed as a measure of revenue;
or

i) when a high correlation between revenue and the consumption
of the economic benefits of the intangible asset are highly
demonstrated.

The amendments apply prospectively for annual periods beginning
on or after 1 January 2016. Currently, the Group uses the straight-
line method for depreciation for its property, plant and equipment.
The directors of the Company believe that the straight-line method
is the most appropriate method to reflect the consumption of
economic benefits inherent in the respective assets and accordingly,
the directors of the Company do not anticipate that the application
of these amendments to HKAS 16 and HKAS 38 will have a material
impact on the Group's consolidated financial statements.
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Amendments to HKAS 1 Disclosure Initiative

The amendments clarify that companies should use professional
judgement in determining what information as well as where and
in what order information is presented in the financial statements.
Specifically, an entity should decide, taking into consideration all
relevant facts and circumstances, how it aggregates information in
the financial statements, which include the notes. An entity does
not require to provide a specific disclosure required by a HKFRS if
the information resulting from that disclosure is not material. This is
the case even if the HKFRS contain a list of specific requirements or
describe them as minimum requirements.

Besides, the amendments provide some additional requirements for
presenting additional line items, headings and subtotals when their
presentation is relevant to an understanding of the entity’s financial
position and financial performance respectively. Entities, in which
they have investments in associates or joint ventures, are required to
present the share of other comprehensive income of associates and
joint ventures accounted for using the equity method, separated into
the share of items that (i) will not be reclassified subsequently to profit
or loss; and (i) will be reclassified subsequently to profit or loss when
specific conditions are met.

Furthermore, the amendments clarify that:

i) an entity should consider the effect on the understandability and
comparability of its financial statements when determining the
order of the notes; and

i) significant accounting policies are not required to be disclosed in
one note, but instead can be included with related information in
other notes.

The amendments will become effective for financial statements
with annual periods beginning on or after 1 January 2016. Earlier
application is permitted.
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Amendments to HKAS 1 Disclosure Initiative
(continued)

The directors of the Company anticipate that the application of
Amendments to HKAS 1 in the future may have a material impact on
the disclosures made in the Group's consolidated financial statements.

In addition, the annual report requirements of Part 9 “Accounts and
Audit” of the new Hong Kong Companies Ordinance (Cap. 622) come
into operation as from the company’s first financial year commencing
on or after 3 March 2014 in accordance with section 358 of that
Ordinance. The Group is in the process of making an assessment
of expected impact of the changes in the Hong Kong Companies
Ordinance on the consolidated financial statements in the period
of initial application of Part 9 of the new Hong Kong Companies
Ordinance (Cap. 622). So far it has concluded that the impact is
unlikely to be significant and will primarily only affect the presentation
and disclosure of information in the consolidated financial statements.

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, which for
this financial year and the comparative period continue to be those
of the predecessor Companies Ordinance (Cap. 32), in accordance
with transitional and saving arrangements for Part 9 of the Hong Kong
Companies Ordinance (Cap. 622), “Accounts and Audit”, which are set
out in sections 76 to 87 of Schedule 11 to that Ordinance.

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

Historical cost is generally based on fair value of the consideration
given in exchange for goods and services.
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Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market
participants in the principal market at the measurement date, under
current market conditions regardless of whether that price is directly
observable or estimated using another valuation technique. In
estimating the fair value of an asset or a liability, the Group takes into
account the characteristics of the asset or liability if market participants
would take those characteristics into account when pricing the asset
or liability at the measurement date. Fair value for measurement and/
or disclosure purposes in these consolidated financial information
is determined on such a basis, except for share-based payment
transactions that are within the scope of HKFRS 2, leasing transactions
that are within the scope of HKAS 17, and measurements that have
some similarities to fair value but are not fair value, such as net
realisable value in HKAS 2 or value in use in HKAS 36.

In addition, for financial reporting purposes, fair value measurements
are categorised into Level 1, 2 or 3 based on the degree to which
the inputs to the fair value measurements are observable and the
significance of the inputs to the fair value measurement in its entirety,
which are described as follows:

Level 1 — Quoted (unadjusted) market price in active markets for
identical assets or liabilities.

Level 2 — Valuation techniques for which the lowest level input that
is significant to the fair value measurement is directly or
indirectly observable.

Level 3 - Valuation techniques for which the lowest level input that is

significant to the fair value measurement is unobservable.

The principal accounting policies are set out below.
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Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the Company
(i.e. its subsidiaries). If a subsidiary prepares its financial statements
using accounting policies other than those adopted in the
consolidated financial statements for like transactions and events
in similar circumstances, appropriate adjustments are made to that
subsidiary’s financial statements in preparing the consolidated
financial statements to ensure conformity with the group'’s accounting
policies.

Control is achieved where the Group has: (i) the power over
the investee; (ii) exposure, or rights, to variable returns from its
involvement with the investee; and (iii) the ability to use its power
over the investee to affect the amount of the Group’s returns. When
the Group has less than a majority of the voting rights of an investee,
power over the investee may be obtained through: (i) a contractual
arrangement with other vote holders; (ii) rights arising from other
contractual arrangements; (iii) the Group's voting rights and potential
voting rights; or (iv) a combination of the above, based on all relevant
facts and circumstances.

The Group reassesses whether it controls an investee if facts and
circumstances indicate that there are changes to one or more of these
elements of control stated above.

Consolidation of a subsidiary begins when the Group obtains control
of the subsidiary and ceases when the Company loses control of the
subsidiary.

Income and expenses of subsidiaries are included in the consolidated
statement of profit of 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 component of other comprehensive income of
subsidiaries 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.
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Basis of consolidation (continued)

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

Business combinations under common control

The consolidated financial statements incorporates the financial
statements items of the combining entities or businesses in which the
common control combination occurs as if they had been combined
from the date when the combining entities or businesses first came
under the control of the controlling party.

The net assets of the combining entities or businesses are
consolidated using the existing book values from the controlling
parties’ perspective. No amount is recognised in respect of goodwill
or excess of acquirer’s interest in the net fair value of acquiree’s
identifiable assets, liabilities and contingent liabilities over cost at
the time of common control combination, to the extent of the
continuation of the controlling party's interest.

The consolidated statement of profit or loss, consolidated statement
of profit or loss and other comprehensive income includes the results
of each of the combining entities or businesses from the earliest date
presented or since the date when the combining entities or businesses
first came under the common control, where this is a shorter period,
regardless of the date of the common control combination.

The comparative amounts in the consolidated financial statements are
presented as if the entities or businesses had been combined at the
end of the previous reporting period or when they first came under
common control, whichever is shorter.
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Revenue recognition

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

Revenue from the sale of goods is recognised when the goods are
delivered and titles have passed, at which time all the following
conditions are satisfied:

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

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

the amount of revenue can be measured reliably;

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

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

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 from a financial asset
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 assets to that asset’s net carrying amount
on initial recognition.
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Property, plant and equipment

Property, plant and equipment including buildings held for use in
the production or supply of goods or services or for administrative
purposes other than construction in progress 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 allocate 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 method 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, 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.

Assets held under finance leases are depreciated over their expected
useful lives on the same basis as owned assets. However, when there
is no reasonable certainty that ownership will be obtained by the end
of the lease term, assets are depreciated over the shorter of the lease
term and their useful lives.

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 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 carrying
amount of the asset and is recognised in profit or loss.

ANNUAL REPORT 2014 5§

WE  BEERE(BEFARELEXMHE
EmRBERIETHRARZET  TEET
Mtz R TR )RR E L R E R
REHRERER (A )RR E MR R AR

FEDRAERERNE BERRBEAR
(FEE TN 2 At Al ERF D R EK
AOREEFEREE) R - Bt EAE
H RBREEMRTETEZRSHREHRT A
el - WEHEAEFT EPNTEETRE -

EARFGEELAE HERTRAR ZYMFRE
P AR B R 2 BERB BRI - RAE
BEXER  UR(HEEREEMS)RE
AEEEHRRENEMEERR - ZFEY
EFRRIRAMERERERED AREER
Bl2Bz -~ BENEE - ZFEEREAR
ARERBRREEMYEEERR 2 E%E
FtAFHRITE -

REBEMEREZEERRHAERFH
REQBEER—EEFENE - AT - 1
Aee R BT RN HERRSRSHERE -
BESAHERKENERFHREENE
FERE -

W% TR R AR B VR 4 s TR
& S P A T AR SRS R
GIETER - HERMENE - BERRRE
AT A 2 AE (A M U 1B Ty A 2
FERERABAE B E - LREH
"R -

89



Notes to the Consolidated Financial Statements (continued)

R MR (&)

2Ny =]

For the year ended 31 December 2014 HZ—Z—ME+=-A=+—HILFE

90

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 lessee

Assets held under finance leases are recognised as assets of the
Group at their fair value at the inception of the lease or, if lower, at the
present value of the minimum lease payments. The corresponding
liability to the lessor is included in the consolidated statement of
financial position as a finance lease obligation.

Lease payments are apportioned between finance expenses and
reduction of the lease obligation so as to achieve a constant rate of
interest on the remaining balance of the liability. Finance expenses
are recognised immediately in profit or loss, unless they are directly
attributable to qualifying assets, in which case they are capitalised
in accordance with the Group’s policy on borrowing costs (see the
accounting policy below).

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

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.
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Leasehold land and building (continued)

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 payment’ 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.

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 exchanges prevailing on the
dates of the transactions. At the end of the reporting period, monetary
items denominated in foreign currencies are retranslated at the rates
prevailing at that date. Non-monetary items that are measured in
terms of historical cost in a foreign currency are not retranslated.

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

For the purpose 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. HKS) using
exchange rates prevailing at the end of each reporting period. Income
and expenses items are translated at the average exchange rates for
the year. Exchange differences arising, if any, are recognised in other
comprehensive income and accumulated in equity under the heading

of translation reserve.
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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 assets until such time as the assets
are substantially ready for their intended use or sale.

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 recognised in profit or loss in the period in
which they are incurred.

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.

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 rational 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.

Retirement benefit costs

Payments to stage-managed retirement benefit schemes and
Mandatory Provident Fund Scheme are recognised as an expense
when employees have rendered services entitling them to the
contributions.
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Short-term employee benefits

A liability is recognised for benefits accruing to employees in respect
of wages and salaries, annual leave and sick leave in the period the
related service is rendered at the undiscounted amount of the benefits
expected to be paid in exchange for that service.

Liabilities recognised in respect of short-term employee benefits are
measured at the undiscounted amount of the benefits expected to be
paid in exchange for the related service.

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 tax as reported in the
consolidated statement of profit or loss because it excludes items of
income or expense that are taxable or deductible in other years and
it further excludes items that are never taxable or deductible. The
Group's liabilities for current tax is calculated using tax rates that have
been enacted or substantively enacted by the end of the reporting
period.

ANNUAL REPORT 2014 5§

EHESREA

AE AR RSN TERFS -
B RS B R A S R B RS T s A
ZERIZ AR EHENES 2 BRI
R -

s R B EAER < B EDNR AR RIAH
RIS M IR K SN 2 @M 2 RAGR S BEAH &

BiIE
Pr{SELRA S 3 BN ERE (N Y IR BB AERLIR 2 A1

BN IR R B FARRBF B E - &
RN AR SR as R 2 WA BR B AT AR |
TR FRARETEREMFEENERMNL
AHBRARKFERIRR - TTEBRHARD
EARRIRE - ARBEMAHATIRER ER
ANERERCERIEE LCEBORE

| A
=ETHE o
Al 7

93



Notes to the Consolidated Financial Statements (continued)

N

For the year ended 31 December 2014 HZE—=

94

R MR (&)

Taxation (continued)

Deferred tax is recognised on temporary differences between the
carrying amounts of assets and liabilities in the consolidated financial
statements and the corresponding tax bases used in the computation
of taxable profit. Deferred tax liabilities are generally recognised for
all taxable temporary differences. Deferred tax assets are generally
recognised for all deductible temporary difference to the extent that
it is probable that taxable profits will be available against which those
deductible temporary differences can be utilised. Such deferred tax
assets and liabilities are not recognised if the temporary difference
arises from goodwill or from the initial recognition (other than in a
business combination) of other assets and liabilities in a transaction
that affects neither the taxable profit nor the accounting profit.

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

The carrying amount of deferred tax assets is reviewed at the end of
each 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 the 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.
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Inventories

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

Cash and cash equivalents

Bank balances and cash in the consolidated statement of financial
position comprise bank deposits with original maturity of three
months or less, cash at banks and on hand. For the purpose of the
consolidated statement of cash flows, cash and cash equivalents
consist of bank balances and cash as defined above.

Investment in a subsidiary
Investment in a subsidiary is included in the Company’s statement of
financial position at cost less any identified impairment loss.

Financial instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when a group entity
becomes a party to the contractual provisions of the 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 financial assets are classified as loans and receivables. The
classification depends on the nature and purpose of the financial assets
and is determined at the time of initial recognition. All regular way
purchases or sales of financial assets are recognised and derecognised
on a trade date basis. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets within the time
frame established by regulation or convention in the marketplace.
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Financial instruments (continued)

Financial assets (continued)

Effective interest method

The effective interest method is a method of calculating the amortised
cost of a debt instrument 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 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 debt instrument, 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, bills and other receivables, amount due from a subsidiary,
amount due from a related company, pledged bank deposits, bank
balances and cash) are carried at amortised cost using the effective
interest method, less any identified impairment losses (see accounting
policy on impairment loss on financial assets below).

Impairment loss on financial assets

Financial assets are assessed for indicators of impairment at the end of
each 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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Financial instruments (continued)

Financial assets (continued)

Impairment loss on financial assets (continued)

For all financial assets, objective evidence of impairment could
include:

«  significant financial difficulty of the issuer or counterparty; or

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

+ it becoming probable that the borrower will enter bankruptcy or
financial re-organisation; or

- disappearance of an active market for that financial asset because
of financial difficulties.

For certain categories of financial asset, such as trade and other
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 180 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 financial assets’ original effective interest rate.

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception
of trade and other receivables, amount due from a subsidiary and
amount due from a related company, where the carrying amounts
are reduced through the use of an allowance account. Changes in the
carrying amount of the allowance account are recognised in profit or
loss. When trade and other receivables, amounts due from subsidiaries
and amount due from a related company are considered uncollectible,
it is written off against the allowance account. Subsequent recoveries
of amounts previously written off are credited to profit or loss.
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Financial instruments (continued)

Financial assets (continued)

Impairment loss on financial assets (continued)

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

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

Financial liabilities

Financial liabilities including trade and bills payables, other payables
and accruals, bank borrowings, amount due to a related company,
amount due to a director and obligations under finance leases are
subsequently measured at amortised cost, using the effective interest
method.

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.
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Financial instruments (continued)

Financial liabilities and equity instruments (continued)

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 Company are recognised at the proceeds
received, net of direct issue costs.

Derecognition

The Group derecognises a financial asset only when the contractual
rights to the cash flows from the asset expire, or when it transfers the
financial asset and substantially all the risks and rewards of ownership
of the asset to another entity. If the Group neither transfers nor retains
substantially all the risks and rewards of ownership and continues to
control the transferred asset, the Group recognises its retained interest
in the asset and an associated liability for amounts it may have to pay.
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.

The Group derecognises financial liabilities 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.
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Impairment losses on tangible assets

At the end of the reporting period, the Group reviews the carrying
amounts of its tangible assets to determine whether there is any
indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated
in order to determine the extent of the impairment loss, if any. 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-generation 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.

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

If the recoverable amount of an asset (or a cash-generating unit) is
estimated to be less than its carrying amount, the carrying amount
of the asset (or a cash-generating unit) is reduced to its recoverable
amount. An impairment loss is recognised immediately in profit or
loss.

Where an impairment loss subsequently reverses, the carrying amount
of the asset (or a cash-generating unit) is increased to the revised
estimate of its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset (or
a cash-generating unit) in prior years. A reversal of an impairment loss is
recognised as income immediately.

Research and development expenditure
Expenditure on research activities is recognised as an expense in the
period in which it is incurred.
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In the application of the Group's accounting policies, which are
described in note 4, the directors of the Company are required to
make judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent from
other sources. The estimates and associated assumptions are based
on historical experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an on-
going basis. Revisions to accounting estimates are recognised in the
period in which the estimate is revised if the revision affects only
that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

Critical judgements in applying the entity’s
accounting policies

The following are the critical judgements, apart from those involving
estimations that the directors of the Company have made in the
process of applying the Group’s accounting policies and that have the
most significant effect on the amounts recognised and disclosures
made in the consolidated financial statements.

Deferred tax assets

Deferred tax assets are recognised for certain deductible temporary
differences. Significant management judgement is required to
determine the amount of deferred tax assets that can be recognised,
based upon the likely timing and level of future taxable profits. Further
details of which are disclosed in note 27.
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Key sources of estimation uncertainty

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

Depreciation of property, plant and equipment

Property, plant and equipment are depreciated on a straight-line
basis over their estimated useful lives. The determination of the useful
lives involves management's estimation. The Group assesses annually
the useful lives of the property, plant and equipment and if the
expectation differs from the original estimate, such a difference may
impact the depreciation in the year and the estimate will be changed
in the future period.

Estimated impairment of property, plant and equipment

The Group determines whether the property, plant and equipment
are impaired whenever there is indication of impairment presented.
The impairment loss for property, plant and equipment are recognised
for the amounts by which the carrying amounts exceed their
recoverable amounts, in accordance with the Group’s accounting
policies. The recoverable amounts of property, plant and equipment
have been determined based on value-in-use calculations. These
calculations require the use of judgements and estimates such as
future revenue and discount rates. As at 31 December 2014, the
carrying values of property, plant and equipment of the Group were
approximately HK$312,335,000 (2013: approximately HK$292,544,000).
No impairment was recognised as at 31 December 2014 (2013: Nil).

AT T RER RN EERIR

AT R ERRA BE B A S AR R fE T E 8 K
i?ﬁ”ﬂﬁ?&%%ﬁ%ﬁ%ﬁﬁikﬂ%%ﬁ’ai
ERBEPMERR MG TIHEEEZOEM
FERR °

V¥ BERRETE

ME  BEERBERERENEMFAIER
FHARTE - IERAFHcEE S RER
Bofhat - AREEZFEFEYE - BB MK
wOAEREN  ROBERERENMGEE
EZR2AIAREFEZFENNELSENL
KEAR R fAET

Y& - BLs RaRfelaat e
AEERNEBRBESRERSETYE - K
FERZHEEBRE - VE - BEMEEOR
EBEEBEBEIREARENSSBOR - SUREE
FEH A R U B R ER R BRI FERR » W5 JHT(
R EER W EREDREREEAE
BE - %FF Ziﬁﬁﬂi?ﬁﬂ&m&%fﬁ?{’ﬁﬂj
HE R EE - R—F—HE+ A =1—
B ZL‘%@%% = KR e R E(E X &

312,335,000/ 70 ( =T — =4 : #9292,544,000
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Key sources of estimation uncertainty (continued)
Estimated allowance for inventories

The management of the Group reviews an ageing analysis of
inventories at the end of each reporting period and makes allowance
for obsolete and slow-moving items identified that are no longer
suitable for sale or use. The Group makes allowance for inventories
based on the assessment of the net realisable value. The management
estimates the net realisable value for inventories based primarily
on the latest invoice prices and current market conditions. As at 31
December 2014, the carrying amount of inventories of the Group was
approximately HK$201,120,000 (2013: approximately HK$197,743,000),
net of accumulated allowances for inventories of approximately
HK$10,637,000 (2013: approximately HK$9,775,000).

Estimated impairment of trade and other receivables

The Group performs ongoing credit evaluations of its customers and
adjusts credit limits based on payment history and the customer’s
current credit-worthiness, as determined by the review of their current
credit information. The Group continuously monitors collections and
payments from its customers and maintains a provision for estimated
credit losses based upon its historical experience. Credit losses have
historically been within the Group’s expectations and the Group will
continue to monitor the collections from customers and maintain an
appropriate level of estimated credit losses. As at 31 December 2014,
the carrying amounts of trade and other receivables of the Group were
approximately HK$551,697,000 (2013: approximately HK$401,125,000),
net of accumulated allowances of impairment losses of trade and
other receivables of approximately HK$8,234,000 (2013: approximately
HK$9,675,000).

Income tax

The Group is subject to income taxes in several jurisdictions. There
are certain transactions and calculations for which the ultimate tax
determination may be uncertain. The Group recognises liabilities for
anticipated tax liabilities based on estimates of whether additional
taxes will be due. Where the final tax outcome of these matters
is different from the amounts that were initially recorded, such
differences will impact the current and deferred tax provisions in
the period in which such determination is made. As at 31 December
2014, the carrying amount of income tax payables was approximately
HK$17,141,000 (2013: approximately HK$13,495,000).
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The Group manages its capital to ensure that the entities in the
Group will be able to continue as a going concern while maximising
the return to shareholders through the optimisation of the debt and
equity balance. The Group's overall strategy remains unchanged from
prior year.

The capital structure of the Group consist of net debt (which includes
bank borrowings, obligations under finance leases, amount due to
a related company, amount due to a director, net of pledged bank
deposits, and bank balances and cash) and equity attributable to
owners of the Company, comprising issued share capital and reserves.

The directors of the Company review the capital structure regularly.
As part of this review, the directors of the Company consider the
cost of capital and the risks associated with each class of capital. The
Group will balance its overall capital structure through the payment of
dividends, issuance of new shares as well as the issue of new debt or
the redemption of borrowings.

(a) Categories of financial instruments

AEBZEAEREERRAKEANREE
BYOARELE  RREEEIERRER
fEeR o BERARREREALR - AEEZ
KA REFRLIRISTE

AEBHNEARRBEHERFE(BERITE
R BMEHEER BN —HBEEQAR
B BN—REFHIR  HBREERRTE
RERITEREAE) - ARADFER AR
s (BT BITIRAN LR AKX -

ARBESEHRAEANGERE - EPPEE
BEAKRARBEFEEANBB 2 ER - A&
BREBIR R  BITHAR - ARBITH
EREREFAFEEREELRER -

() HBITENDE

2013
—E—=F
HKS$'000
AT
Financial assets TREE
Loans and receivables B R EWIE (BIEIRITA
(including bank balances and cash) FIRE) 620,765
Financial liabilities =R
Amortised cost b N 698,840
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(b) Financial risk management objectives and

policies

The Group's and the Company’s major financial instruments
include trade and bills receivables, deposits and other receivables,
amount due from a related company, pledged bank deposits,
bank balances and cash, trade and bills payables, other payables
and accruals, amount due to a related company, amount due to
a director, obligations under finance leases and bank borrowings.
Details of these financial instruments are disclosed in respective
notes. The risks associated with these financial instruments
include market risk (currency risk and interest rate risk), credit risk
and liquidity risk. 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.

Market risk

Currency risk

The Group has foreign currency sales and purchases, which
expose the Group to foreign currency risk. During the year ended
31 December 2014, approximately 11% (2013: approximately 8%)
of the Group's sales and approximately 52% (2013: approximately
33%) of total cost of sales are denominated in United States
dollars ("USS") which is different from the functional currencies of

the group entities carrying out the transactions.
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(b) Financial risk management objectives and

106

policies (continued)

Market risk (continued)

Currency risk (continued)

Also, certain trade, bills and other receivables, cash and bank
balances and trade, bills and other payables and bank borrowings
are denominated in RMB, USS$, HKS and other currencies which
are currencies other than the functional currency of the relevant
group entities. The carrying amounts of the Group’s foreign
currency denominated monetary assets and monetary liabilities

(b) B R EE B R RBUER (&)

™% E kR (&)

Eimpg (&)

BEoh - BT RUERER - EREEREM
JE W SRIE DA ] 3R & R SR 1T 45 84 DA K FE A+
ARAR - B R0 I HL At FE A< FRIE LA I 4R
111?%/(/\&% xE0 - B kHBESE
@Eﬁ%ﬁ’ BEE W AN 2 H A B HETI(E o
AEBRREHRUINESEEBEE

at the end of the reporting period are as follows: LEBaGE EREERT
Assets Liabilities
&E aE
2013 2013
—E—=F —F=F
HKS'000 HKS$'000
T FABT
RMB PN 4215 -
uss$ e 68,279 67,269
HKS BT 9,586 436

The Group currently does not have a foreign currency hedging
policy. However, the directors of the Company continuously
monitor the related foreign exchange exposure and will consider
hedging significant foreign currency exposure should the need

arise.

RER BRI I EINE BN o AT
ARREERBEEERBINEENR
% WHRBEREZEEPERINER

LA
a0
ZN
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(b) Financial risk management objectives and

policies (continued)

Market risk (continued)

Currency risk (continued)

Sensitivity analysis

The Group is mainly exposed to HKS, RMB and US$

The following table details the Group’s sensitivity to a 5% increase
or decrease in the functional currencies of the relevant group
entities against the relevant foreign currencies. 5% (2013: 5%)
is the sensitivity rate used when reporting foreign currency
risk internally to key management personnel and 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 end of each reporting
period for a 5% change in foreign currency rates. A positive
number below indicates an increase in post-tax profit where
the respective functional currencies strengthen 5% (2013: 5%)
against the relevant currency. For a 5% (2013: 5%) weakening of
the respective functional currencies against the relevant foreign
currency, there would be an equal and opposite impact on
the profit and other equity and the balances below would be

(b) M EMREE B FERBEKE)

TSk (%)

ERmE (&)

AEBETZEEET  ARBRETH
B

TRFANAEEEREEEBNIEE
B S AE RSN £ T B R RS % R BRRRE o
5%(—B—=14 : 5%) BAEAE T EEE
A B 3R HNE R R AT A R SUK L R
REREEBYINEERSEBRAIEEFHH
Tl o B DITEBRIE N RERI A
SNEDIMER EIER - Wk R & 8)5%
MERSTRERARZBREELAR - T
SCER%I A IE SR8 5 B Th AL & W 48
BEINE FHESN (T — =4 : 5%) BB
BFEIE M o WS B Thee & K AR
BB ESN( =B —=4F : 5%) » 1S FH
REMEZEXNAESSENARTE -
A TRIBEEBEE

negative.

2013
—E—=F
HKS$'000
FAT

Impact on profit for the year HEEMETE
RMB AR¥E (176)
uss e (138)
HKS BT (343)

This is mainly attributable to the exposure on pledged bank
deposits, bank balances, outstanding trade, bills and other
receivables, trade, bills and other payables and bank borrowings
denominated in foreign currencies at the end of the reporting

period.
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(b) Financial risk management objectives and (b) IR EEEERBER(E)
policies (continued)
Market risk (continued) Mz A (&)
Interest rate risk VeI
The Group is exposed to fair value interest rate risk in relation to RNEE A EEMEFETER(RHE
fixed-rate bank borrowings (see Note 25) and obligations under BI)EBMEREBRBE 2 AR BNEER
finance leases (see Note 26). The Group currently does not have (B MtzE26) o 72N B 35 B N 48 1) 2R ¥t 5
an interest rate hedging policy. However, the management R - A - EREEEMNERR - I
monitors interest rate exposure and will consider other necessary BRIEREARFIERRE @ & EHERE
action when significant interest rate exposure is anticipated. A ELTE) o
The Group is exposed to cash flow interest rate risk in relation to AREBARZEZEF R - BERFETF
variable-rate, pledged bank deposits and bank balances (see Note R SRTTaE R (R aE22) MZ B FI KRR
22) and variable rate bank borrowings (see Note 25). However, the TER(RWFS)BEE B RENE
exposure in bank balances is minimal to the Group as the bank R - AT - ARRITEBREZB R
balances are all short-term in nature. It is the Group'’s policy to g REFARZRITESRRERTE
keep its borrowings at floating rate of interest so as to minimise W REESNRE BB ETIZZFHFE
the fair value interest rate risk. STEURSREARBERERR
Sensitivity analysis B Z T
The sensitivity analysis below has been determined based on the AT SURE D T IRBER WS BRIENTE
exposure to interest rates for non-derivative instruments at the THEHZFERRBET - @D IERRK
end of reporting period. The analysis is prepared assuming the RERRHAEELBESEREE
amount of liability outstanding at the end of reporting period FEHKREE - MEBEEABRNITR
was outstanding for the whole year. A 50 basis point (2013: 50 4 ) 2= [ B B 358 hn g sl > 2 SOfEI LB (=
basis point) increase or decrease is used when reporting interest T—=F : 50AEZ) REEEERF
rate risk internally to key management personnel and represents EEEAIEEBIEL 2 5T4% -

management’s assessment of the reasonably possible change in
interest rates.

If interest rates had been 50 basis points (2013: 50 basis point) WA R, S0 EER (T —=
higher/lower and all other variables were held constant, the & SOfEEE) - MATA Htrl #H =5
Group's post-tax profit for the year ended 31 December 2014 WEHTE KEFHEZE_ZT—NUF+=
would decrease/increase by approximately HK$220,000 (2013: A=+—BLEFEZBRBREFEED 5
approximately HK$239,000). This is mainly attributable to the S AN#9220,0005 T ( ZE— =4 -
Group's exposure to cash flow interest rate risk on its variable rate 432390008 70) * FEFERAEEFE
bank borrowings. FEAERITEREER 22N ER
Bz o
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(b) Financial risk management objectives and

policies (continued)
Credit risk

At the end of each reporting period, the Group’s maximum
exposure to credit risk which will cause a financial loss to
the Group due to failure to discharge an obligation by
the counterparties is arising from the carrying amount of
the respective recognised financial assets as stated in the

consolidated statement of financial position.

In order to minimise the credit risk, the management of the
Group 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 reviews the recoverable amount
of each individual trade debt at the end of each reporting
period to ensure that adequate impairment losses are made
for irrecoverable amounts. In this regard, the directors of the
Company consider that the Group’s credit risk is significantly

reduced.

The credit risk on liquid funds is limited because the
counterparties are banks with high credit ratings assigned by

international credit-rating agencies.

The Group has concentration of credit risk as 21% (2013: 13%) of
the total trade and bills receivables at 31 December 2014 was due

from the Group's largest customer.

The Group has concentration of credit risk as 37% (2013: 32%) of
the total trade and bills receivables at 31 December 2014 was due

from the Group’'s five largest customers.

The Group's concentration of credit risk by geographical locations
is mainly in the PRC, which accounted for 87% (2013: 82%) of the

total trade and bills receivables as at 31 December 2014.

ANNUAL REPORT 2014 5§

(b) M EMREE B FERBEKE)

FERR

RERSHR  ARBERY T REETT
BiE - ﬁﬂﬁﬁﬁﬁﬁlgmﬂﬁﬁﬁﬂéﬁﬁ
RRiEERR - KEHEAMBERREKA
JIEREE Rﬂﬁﬁ%éﬁ%ﬁ@ﬁ%ﬁ@ °

AREREKEERR  FEEEEER
?AE HABBEREERRE 58
BFH R E MBS i - ARER BEENER
B HEUEl AR 2 B IE o AN - RE
HRESHK  AEBEFEFEERNES
B2 A MBS 5 - R A E
SRR MARMEEE - BtmE -
RAAREZRAAEEBZEERBE KR
8 P o

MR AEBEREEFREELS
EEMHZRIT E&m@}éf%ZEﬁ
BBEMR -

EEE’\‘$’§IEA*§*E¢+*H:+*
BRERKAEEZATPHRED BIMGE
P& AT B TR B SRR A9 21% ————¢:
13%) - HASEHARTNEERR

EEEG$%%:;?*E¢+*H:+*
HEKRASEERREFHFIEDFIMER
FERERREZEENIIN(ZZE—=F :
32%) - MASBEEHEROEERR

AEBZWRESHEERBREEZSES
e - fﬁﬁé_?*ﬂi‘f—_ﬂ:ﬂ'*
HBREKREREEENSGTN(ZE—=
4 1 82%) o

109



Notes to the Consolidated Financial Statements (continued)

R MBRRMEE (&)

For the year ended 31 December 2014 HZ —Z—WNE+—-A=+—HILFE

7. FINANCIAL INSTRUMENTS (continued)

110

(b) Financial risk management objectives and

policies (continued)

Liquidity risk

In the management of the liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed adequate
by the management to finance the Group's operations and
mitigate the effects of fluctuations in cash flows. Management
monitors the utilisation of bank borrowings and ensures
compliance with loan covenants.

The following table details the Group's remaining contractual
maturity for its non-derivative financial liabilities. The table has
been drawn up based on the undiscounted cash flows of financial
liabilities based on the earliest date on which the Group can be
required to pay. Specifically, bank loans with a repayment on
demand clause are included in the earliest time band regardless
of the probability of the banks choosing to exercise their rights.
The maturity dates for other non-derivatives financial liabilities
are based on the agreed repayment dates. The table includes
both interest and principal cash flows. To the extent that interest
flows are floating rate, the undiscounted amount is derived from
interest rate curve at the end of each reporting period.

7. BB I AGE)

(b) A% EEREE B R RBUER (8)

RBES @

HREERDECRRME  AREES
REREEER R EHBENAEERS
ZRERREFEBYKE  ARRER
ERERPNTE - EREEERTE
REERIER - ARIERETERR ©

TRAJNAEEETESRBE R
BHH - TRVRBESBA BN REER
RenEBRE  LRAKEREANK
MEFARSE - LERE  SHARE
REBGRZRITERDFARRRHE
B MARBITREOAIEERTERS
ZHEM - Ef3ETAE SR ARG 2B A
DMIREBEBEZEEARRE - TX
BREMNEEREASRERE - MH2RA
FEIFE - AISEA IR SN RE R
Z MRt E

As at 31 December 2014
R=E-MNE+=A=+—H

More than More than

On demand 1year but 2 years but Total
or within less than less than undiscounted Carrying
1year 2years 5years cash flows amount

EEX BiB1F Bi@2F  REERRE
FIFR BHR25F BHR5F AR fREE
HK$’000 HK$’000 HK$’000 HK$’000 HK$'000
TR TR Tz THET TET

Trade, bills and other payables  FERTERZR » 2Kk
HitEfTFIR 539,400 - - 539,400 539,400
Bank borrowings PFATER 380,431 - - 380,431 348,521
Obligations under finance leases gt & EEIA 2,531 2,531 998 6,060 5,633
922,362 2,531 998 925,891 893,554
Wai Chi Holdings Company Limited {£512EER A F ANNUAL REPORT 2014 F=F
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(b) Financial risk management objectives and

policies (continued)
Liquidity risk (continued)

(b) AT EREE B FERBER (&)
RBES R ()

As at 31 December 2013

R-ZE—=F+-A=+—H

More than More than
On demand 1 year but 2 years but Total
or within less than lessthan  undiscounted Carrying
1 year 2 years 5 years cash flows amount
FEEK Hid1F BEF  ARERE
FIER (EPYIEE BARSEF ikt FEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AT AL TFET THET AT
Trade, bills and other payables JEFTBRTR  ZiE R
E bR EE 472,137 = = 472,137 472,137
Bank borrowings BITIEK 228409 = = 228409 223,726
Obligations under finance leases  Ri &M EEE 330 330 413 1,073 1,003
Amounts due to a related [ER—REENE]
company IR 516 - - 516 516
Amount due to a director ERN—%E=
R 1458 - - 1458 1458
702,850 330 413 703,593 698,840

Bank borrowings with a repayment on demand clause are
included in the “on demand or within 1 year” time band in the
above maturity analysis. At 31 December 2014, the aggregate
undiscounted principal amounts of these bank borrowings
amounted to HK$23,074,000 (2013: HK$2,975,000). Taking
into account the Group's financial position, the directors of
the Company do not believe that it is probable that the banks
will exercise their discretionary rights to demand immediate
repayment. The directors of the Company believe that these
bank borrowings will be repaid more than one year but not
exceeding five years after the reporting date in accordance with
the scheduled repayment dates set out in the loan agreements.
At that time, the aggregate principal and interest cash outflows
will amount to HK$24,441,000 (2013: HK$3,204,000).

The amounts included above for variable interest rate instruments
for non-derivative financial liabilities are subject to change if
changes in variable interest rates differ from those estimates of
interest rates determined at the end of each reporting period.
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(c) Fairvalue
The directors of the Company consider that the carrying amounts
of current financial assets and financial liabilities recorded at
amortised cost using the effective interest rate method in the
consolidated financial statements approximate their fair values
due to their immediate or short-term maturities.

The directors of the Company consider that the carrying amounts
of the other non-current financial liabilities recorded at amortised
cost using the effective interest rate method in the consolidated
financial statements approximate their fair values.

Turnover represents the amounts received and receivable for goods
sold in the normal course of business, net of discounts and sales
related taxes. Analysis of the Group's turnover, other income and other

gains is as follows:

() 2R
AKRRESZTRE © ARNELRE W HmEK
LA SHAX NIR B A XA R 2 B &
MEENEHMEEHEE B E R
BE - MERAEEEARERESE °

ARBEERR  ERAMBHRRIAE
HE AR BRI RAARZ B IERED
TRABRREEEEQAERS

BEBE-REEBREPHEERNEKK
FEN IR (BRIT MR HERETIR) - A%
B E R  RMRAREBEEOTT -

2013
—E—=F
HKS$'000
FHET
Turnover = 3
Sales of goods HE S m 894,033
Other income and other gains Hig A R E iz
Bank interest income HRITHEHA 1,545
Government grants (Note) BRAT A Bh (PE) 7,028
Sales of scrapped materials SHERER 935
Exchange gain G =
Exchange gain from treasury product deposits B & B T k2 B e 2,892
Reversal of impairment loss on trade and P ST AR R % A P W kIR
other receivables BEEIERE D 190
Sundry income FETEIA 1,008
13,598
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Notes to the Consolidated Financial Statements (continued)

WIN

A IR R M (&)
For the year ended 31 December 2014 #HZE —Z—

Note:

Included in the amount of government grants recognised during each of the
years ended 31 December 2014 and 2013 of approximately HK$3,170,000 and
HK$6,333,000 respectively were received in respect of certain research projects and
export encourage scheme, the relevant granting criteria for which have been fulfilled
and were immediately recognised as other income for the years. For the years ended
31 December 2014 and 2013, amount of approximately HK$707,000 and HK$695,000
were government grants recognised as deferred income utilised during the years

respectively (see Note 28).

Information reported to the Chief Executive Officer of the Group,
being the chief operating decision maker, for the purposes of resource
allocation and assessment of segment performance focuses on types
of goods or services delivered or provided. In addition, for both LED
backlight and LED lighting operations, the information reported
to the chief operating decision maker is further broken down into
different type of products and application of products. No operating
segments identified by the chief operating decision maker have been
aggregated in arriving at the reportable segments of the Group.

Specifically, the Group’s reportable and operating segments under
HKFRS 8 are as follows:

1. LED backlight - Manufacture and trading of LED backlight

products in different sizes and applications

2. LED lighting - Manufacture and trading of LED lighting
products for public and commercial use

ANNUAL REPORT 2014 5§
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BifaE :

HEZZ—NER-FT—=FF+-A=+—HIFE
FFHERNBUT B S B4 /53,170,000 7T 56,333,000
BT BIERE THRIEE REE L O 5 8 RiEKE
R BN ERIM R M FE - B AR R AFE H bk
A BEZZ—NFR-T—=F+-A=1+—Hit
FE - BITH B S 549 5707,0007 7T % 695,000/ 7L E
R AFNEAREERA (RHFE28)

MAEBETRAR(BIEZEEREAN) 2R
H’Uéﬂ HRERAELTHAIHBREAME -

EZERARMNHRBERIRIEHELE - 1t
AN o LEDE Yt R LEDHRRA IS [A £ B & IERR
AZHHNERE—TBERD BTRERN K
JER % ° E’\“'ﬁﬁﬁlm—li# ’\*Bﬂ—r '
BEEAEFTEERTACHIINEEST

LBME @ AEEREZBUHRELEES

SRE| DR A 2REE DL ¢

1.LEDE Y  — FEREEFERNRAN N
R ARLEDE K E
DEI

2.LEDERER  — SUENEERIEALR
P2 R A LEDERRAE
DD
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Notes to the Consolidated Financial Statements (continued)
Re SRR MR ()
For the year ended 31 December 2014 HZ —Z—WNE+—-A=+—HILFE

9. SEGMENT INFORMATION (continued)
Segment revenues and results
The following is an analysis of the Group's revenue and results by

reportable and operating segments.

For the year ended 31 December 2014

REVENUE &
External sales HNEREHES
Segment profit banziviIbE
Unallocated income P2 ON
Unallocated expenses AOEHZ
Finance costs B 7SR AN
Profit before tax IR

9. ZHEER(HE

iRk R R AR
REBRAIEMEES WO MR NFEE DTN
T

BE_Z-ME+_A=1T—HLFE

LED backlight LED lighting Total
LEDE % LED R #A B
HK$’000 HK$’000 HK$’000

THET FTHET R
1,070,946 94,633 1,165,579
189,534 12,586 202,120
3,490

(94,350)

(29,672)

81,588

For the year ended 31 December 2013

BE—Z—=F1+-A=+—HILEE

LED backlight LED lighting Total
LEDE LEDARRA A&t
HK$'000 HK$'000 HKS'000
FAT FAT FH&T

REVENUE Wz
External sales HNEREH & 805,162 88,871 894,033
Segment profit D ELAE 135,523 34,342 169,865
Unallocated income FOBUA 6,380
Unallocated expenses RABEFX (85,153)
Finance costs BAFS RN (21,533)
Profit before tax BRAT AT 69,559
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Notes to the Consolidated Financial Statements (continued)
Re SRR MR ()
For the year ended 31 December 2014 HE=-Z—F+=-A=+—HILFE

Segment revenues and results (continued)

The accounting policies of the operating segments are the same as
the Group's accounting policies described in note 4. Segment profit
represents the profit earned by each segment without allocation
of central administration costs, directors’ emoluments, investment
income and finance costs. This is the measure reported to the
Chief Executive Officer for the purposes of resource allocation and
performance assessment.

Segment assets and liabilities
The following is an analysis of the Group’s assets and liabilities by

reportable and operating segments:

Segment assets

Db E R EER)

LB B RS ET BUR A S BE M 54
M EFTEERAAR - DRAMBRERZDENAK
FAARRITEAAN - EFHE - REBAR
MR ADECR SRR o lABRTTHAAS
RERDERRBFE2HOAE -

PHEERARE
AEEFE2MEENFNEERBES T
T~

THEE

2013

—ET—=F

HKS$'000

FET

LED backlight LEDAE ¥ 888,220

LED lighting LEDHREH 85,614

Total segment assets DEVEERRE 973,834

Unallocated assets ROBLEE 208,999

Consolidated total assets REBERRE 1,182,833
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Notes to the Consolidated Financial Statements (continued)
Re SRR MR ()
For the year ended 31 December 2014 HEZ=-Z—NF+=-A=+—HILFE

Segment assets and liabilities (continued)

THEEREE(E)

Segment liabilities PEEE

2013
—T-=%F
HK$'000
FH&TT
LED backlight LEDE ¥t 486,686
LED lighting LEDHREH 35,496
Total segment liabilities HEBERE 522,182
Unallocated liabilities Ao afE 240,198
Consolidated total liabilities e B EEsE 762,380

For the purposes of monitoring segment performance and allocating HERDFRBARDESHEERMS :

resources between segments:

- all assets are allocated to operating segments other than deferred
tax assets, amount due from a related company, pledged bank
deposits, bank balances and cash and certain unallocated head
office assets. Assets used jointly by operating segments are
allocated on the basis of the revenues earned by individual
reportable segments; and

— all liabilities are allocated to operating segments other than
income tax payables, bank borrowings, obligations under finance
leases, amount due to a related company and amount due to a
director. Liabilities for which operating segments are jointly liable
are allocated in proportion to segment revenue.
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Notes to the Consolidated Financial Statements (continued)
e REME (&)
For the year ended 31 December 2014 HZ—Z—WME+=-A=+—HILFE

9. SEGMENT INFORMATION (continued)

For the year ended 31 December 2014

9. ZEPER (M)

LED
backlight
LEDE Yt
HK$’000
FET

Amounts included in the measure
of segment profit or loss or
segment assets:

Additions to non-current assets*

Amortisation of prepaid lease
payments

Depreciation of property,
plant and equipment

Impairment loss recognised in
respect of trade and other
receivables

Allowance for inventories

Net loss on disposal of property,
plant and equipment

Amounts regularly provided to
the Chief Executive Officer but
not included in the measure of

segment profit or loss or segment

assets:

Interest income
Finance costs
Income tax expense

FFAD EBEE D
BETECER

NI
BN E IR

e e
e

B KR R e LAt
FE W R IR FE R Y
B E1E

FEEE
HEME - BEK
RiBEERFE

EHEAT AR R M
BRFFADEBERE
RoBEETEN
B8

L SA
BATEAAN
PSR

LED
lighting
LEDREH
HK$'000
FET

Unallocated
KRB
HK$’000
THER

BE-Z-NF+-A=t—-HILEFE

Total
P
=N}

HK$’000
FHET

24,108 39,452 153 63,713
- 402 569 971
37,863 4,464 - 42,327
413 - - 413
869 22 - 891
181 - - 181

- - 1,520 1,520

- - 29,672 29,672
18,216 2,179 - 20,395

#

Non-current assets excluded deferred tax assets.
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Notes to the Consolidated Financial Statements (continued)
Re SRR MR ()
For the year ended 31 December 2014 HE —FE—NFE+ - A=+—HILFE

For the year ended 31 December 2013 BE-—ZE—=F+-A=+—HLEE
LED LED
backlight lighting  Unallocated Total
LEDE % LEDHREA AOEC =
HK$'000 HK$'000 HK$'000 HK$'000

TETT TBTT TR TETT

Amounts included in the measure 5t A 3 I8 H P
of segment profit or loss or EEFEZSH
segment assets:

Additions to non-current assets? NEIEMENE B 60,681 12,693 - 73,374
Amortisation of prepaid lease TEf TR ERIA S5

payments = 400 564 964
Depreciation of property, W - BB KRR

plant and equipment e 28,690 685 6,636 36,011
Impairment loss recognised in LA R B Ath

respect of trade and other FEWRIERERR Y

receivables VERIEY; SEi 3,510 3,684 126 7,320
Allowance for inventories TFERE 6,470 1,728 - 8,198
Loss on disposal of property, HEME  BEK&

plant and equipment Biicd =i 132 = - 132
Reversal of allowance for trade and JFE it J EL b e Ui

other receivables SRIE R Tl (190) = = (190)

Amounts regularly provided to EH T RARRMS
the Chief Executive Officer but EBERFFAD BB
not included in the measure of HABEETENS
segment profit or loss or segment %8 :

assets:

Interest income B A = = 1,545 1,545

Finance costs BAFS R R = = 21,533 21,533

Income tax expense FriSif = 11,233 3,136 - 14,369
# Non-current assets excluded deferred tax assets. # IRBEETRITRLEHIBEE °
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Notes to the Consolidated Financial Statements (continued)

R UBEBRMEE (&)

For the year ended 31 December 2014 HZ —ZT—WNE+—-A=+—HILFE

9. SEGMENT INFORMATION (continued)

Revenue from major products

The following are analyses of the Group's revenue from its major

products by:

9. ZEER(HE)

REEEEMB WS

AEERAEEERBEAITIT

Analysis by type of products REGRERE SN2
2014 2013
—F-mF —T-=F
HK$’000 HKS$'000
FER THT
LED backlight LEDE ¥t
— Small dimension —/\NR~F 869,160 670,905
— Medium dimension —rBR~T 48,597 29,055
— Large dimension — KR~F 153,189 105,202
Sub-total Net 1,070,946 805,162
LED lighting LEDFERH
— Indoor lighting — =N KA 60,768 36,178
— Outdoor lighting — Z=JNEEA 33,865 52,693
Sub-total Net 94,633 88,871
Total BT 1,165,579 894,033
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Notes to the Consolidated Financial Statements (continued)
e REME (&)
For the year ended 31 December 2014 HZ=—F—NF+_—_A=+—HILFE

9. SEGMENT INFORMATION (continued) 9. 7EBER (&)
Revenue from major products (continued) RETEERMOKE(E)
Analysis by application of products RERERE SN
2014 2013
—ZT—MmF —T=F
HK$’000 HK$'000
FET FATT
LED backlight LEDE ¥
— Smartphone —FREF 560,833 452351
— Automobile displays —BEHBER 149,412 54,512
— Equipment displays N 201,105 193,052
— Televisions — B 159,596 105,247
Sub-total N 1,070,946 805,162
LED lighting LEDFRAH
— Public lighting — NHHREA 38,857 63,265
— Commercial lighting — 75 PR BRER 55,776 25,606
Sub-total INE 94,633 88,871
Total &5 1,165,579 894,033

2014 2013
—F-mEF —T=F
HK$’000 HK$'000
FTERT FA&TT
The PRC H 1,043,634 744,875
Hong Kong BB 95,813 121,348
Others HAith 26,132 27,810
1,165,579 894,033
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Geographical information

The Group's operations are located in Hong Kong and the PRC (country
of domicile). The Group's customers are mainly located in Hong Kong
and the PRC.

An analysis of the Group's revenue from external customers is
presented based on the location of customers as below:

M ER

AEENEEXBURBELTE(FER
R) ARENEFPIEMRNEERTH -

AEEREFHIBMES D KAINIBEFH

WS DT




Notes to the Consolidated Financial Statements (continued)
Re SRR MR ()
For the year ended 31 December 2014 HZ —ZT—WNE+—-A=+—HILFE

9. SEGMENT INFORMATION (continued) 9. 7HER (&)
Geographical information (continued) h 15 &} (4)
The Group's information about its non-current assets is presented AREBEREEMBEUEE DRI ERBEESR
based on location of the assets as below: e SN
2014 2013
—E—NF ZE—=F
HK$’000 HK$'000
FET FATT
Hong Kong &5 633 1,300
The PRC = 354,542 335,210
355,175 336,510
Non-current assets excluded deferred tax assets. EMBEETBIBELERIBEE ©
Information about major customers FEEFER
Details of the customers accounting for 10% or more of aggregate AE B REE10% A LR FFIBAT

revenue of the Group are as follows:

2014 2013
=i —F—=F
HK$’000 HK$'000
THET FAT
Customer A** AR 250,782 180,465
Customer B** BB N/A* R Fi* 114,819
*  The corresponding revenue does not contribute over 10% of the total revenue * RN EEEE NMEAREB WS BEE10%A
of the Group in the respective year. Eo
*  Revenue from LED backlight. *  JRELEDE AU S ©
10.FINANCE COSTS 10. A FE AL A<
2014 2013
—ZE-NmF —F=F
HK$’000 HK$'000
THET FHET
Interest expenses on: AR EIBRF SRR
— bank borrowings wholly repayable within five years — — 7B/ T REEUE B IRTT
fam 29,552 21,484
— finance leases —REHE 120 49

29,672 21,533
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Notes to the Consolidated Financial Statements (continued)
Re SRR MR ()
For the year ended 31 December 2014 HZ—Z—ME+=-A=+—HILFE

2013
—E—=fF
HK$'000
T

Current income tax & RS H
— PRC Enterprise Income Tax —HREPEREH 13,346
Deferred taxation (Note 27) IRIER A (fI7E27) 1,023
Total income tax expense for the year FEMGHRAXER 14,369

Pursuant to the rules and regulations of the Cayman Islands and the
British Virgin Islands (the “BVI"), the Group is not subject to any income
tax in the Cayman Islands and the BVI.

No provision for Hong Kong Profits Tax has been made as the Group
did not have any assessable profits subject to Hong Kong Profits Tax
for the years ended 31 December 2014 and 2013.

Under the Law of the PRC on Enterprise Income Tax (the “EIT Law")
and Implementation Regulation of the EIT Law, the tax rate of the PRC
companies is 25% for the year ended 31 December 2014 (2013: 25%).

Pursuant to the relevant laws and regulation in the PRC, the Group's
subsidiary, Shenzhen Wai Chi, was accredited as a high-tech enterprise.
It is entitled to the preferential tax rate of 15% for both years.

122

RERSHELEBRZEENRA X
B AEBEBERMFESES NEBE LR
SHEMFTEH o

HRAEERBE_Z—NFER-_T—=F
TZA=Zt - ALESEYETMNAMRNEE
MEBERBRAE - RAKREL BIELE
BMSHBHE -

BIEFECEMGTA([EEMSHRE]D &
EEMEREERIEN - REE=-ZT—N4F
FTZA=FT—BLEFE  FEAANHER
25%(—ZT—=4F : 25%) °

REBPEBBERESR  AEENNB R

RYNBEERA SR RMEE - BERNH
EFERNZFHEBBRE15% °
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Notes to the Consolidated Financial Statements (continued)

R UBEBRMEE (&)

For the year ended 31 December 2014 HE=-Z—F+=-A=+—HILFE

The income tax expense for the year can be reconciled to the profit F SR X B4R
before taxation per the consolidated statement of profit or loss as HERRAT ¢
follows:

=Rk

fm

I PR R B3 A1 A

2013
—E—=F
HKS$'000
FATT
Profit before taxation BR A AT ) 69,559
Tax at domestic income tax rate of 25% (2013:25%)  IRER TSR R 25% 51 E H R
B(ZZE—=%F : 25%) 17,390
Effect of preferential tax rate in the PRC FREER %Riﬁ’]?}; (6,049)
Effect of different tax rate of subsidiaries operating in  E-fth &1 48 [& 238 B [ & A 7
other jurisdictions MR R 2 936
Tax effect of expenses not deductible for DA HA S ORE 2
tax purposes 1415
Tax effect of income not taxable for tax purposes BERTW AR TS 2 2 (54)
Additional tax deduction for research and HEERZBINRIE R
development (2,877)
Tax effect of tax losses not recognised RERHIEBENTH ST 2 3,608
Income tax expense for the year FEFSHAS 14,369

Details of the deferred taxation are set out in note 27.
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Notes to the Consolidated Financial Statements (continued)

=)
)

Bp EE L))

For the year ended 31 December 2014 HZ—Z—ME+=-A=+—HILFE

124

2013
—E—=fF
HK$'000
FH&TT
Profit for the year has been arrived at after charging  EEFEE k% (5t A) T3

(crediting): FIE
Salaries and allowances (excluding directors’ FHe ME(CIEEESING)

emoluments) 140,563
Retirement benefit scheme contributions RIEAGEER(TBREES)

(excluding directors) 8,967
Total staff costs B IR 4E58 149,530
Auditor's remuneration 1% 25 B M 674
Amortisation of prepaid lease payments TE T E SR 964
Amounts of inventories recognised as expenses HRERINFESEE 668,706
Depreciation of property, plant and equipment Y - BEREETE 36,011
Impairment loss on inventories GFEREEEGIAHESENA)

(included in cost of sales) 8,198
Impairment loss on trade and other receivables JFEE MAZ B R R LAt R SRR TR Y

B RS 7320
Listing expenses EmRAX 7,759
Net loss on disposal of property, plant and equipment HEWZ - WE M RiEE 12 F5E 132
Operating lease payment on premises Y% 2 SR ERIE 6,584
Reversal of impairment loss recognised in respect of 5 & Uk B 3% K2 EL4th g Uk 718
trade and other receivables R H R EE R (190)
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Notes to the Consolidated Financial Statements (continued)
e IREME (E)
For the year ended 31 December 2014 HZ—Z—WME+=-A=+—HILFE

13.DIRECTORS’, CHIEF EXECUTIVE’S AND 13.E5 - THHERKREEME
EMPLOYEES’ EMOLUMENTS

(a) Directors’ and chief executive’s emoluments (@) EERITHAZME
The emoluments paid or payable to each of the eight (2013: five) FROAENRENAEBNEZ(ZE
directors and the chief executive officer of the Group during the —=F : AR EERITHAHOM S 10
year were as follows: T :

Year ended 31 December 2014
BE—_Z-—NE+-—A=+—HLEE
Retirement
Salaries benefit
and other scheme

Fees allowances contributions Total
FER SRRER

e HAh28, TR &t

HK$’000 HK$'000 HK$'000 HK$’000

THET TEx THET FET

Executive directors: HITES :
Mr. Yiu Chi To LR A - 2,233 17 2,250
Mr. Chen Chung Po BREBEL ST A - 1,040 17 1,057
Ms. Yiu Kwan Yu BB L L - 636 17 653
Mr. Chen Wei Wu PREER oA
(appointed on 11 March 2014) (R=—ZT—PF
=At+—BEZE) - 223 4 227
Ms. Yong Jian Hui FEEELZ L
(appointed on 11 March 2014) (R=—ZT—PF
=A+—BEZE) - 168 5 173

Independent non-executive B FEHITEE :
directors:

Mr. Au Yeung Tin Wah BUfS RIS A
(appointed on 11 March 2014) (R=ZE—m4F
=A+—BEZME) 29 - - 29
Mr. Chen Kwok Wang BREQ R A4
(appointed on 11 March 2014) (R=ZE—m4F
=A+—REZE) 17 - - 17
Mr. Ho Chi Wai AIEBSEE
(appointed on 11 March 2014) (R=ZE—mF
=A+—REZE) 17 - - 17

63 4,300 60 4,423
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Notes to the Consolidated Financial Statements (continued)

=)
)

For the year ended 31 December 2014 HZ—Z—ME+=-A=+—HILFE

126

Bp EE L))

(a) Directors’ and chief executive’s emoluments

(continued)

The emoluments paid or payable to each of the eight (2013: five)
directors and the chief executive officer of the Group during the

year were as follows: (continued)

(a) EERITHRARME ()
FRAAFNENRERAEEANE(=F
— =% : AR)EERTBRARNH I
™ (#8)

Year ended 31 December 2013

HE-_Z—=+-A=t+—HI&EE

Fees

fidka
HK$'000
TAET

Retirement

Salaries benefit

and other scheme
allowances contributions Total

ok RIKAER
H b8 TR Ll
HK$'000 HK$'000 HKS$'000

TR TR THTT

Executive directors:
Mr. Yiu Chi To
(appointed on 16 August 2013)

Mr. Chen Chung Po
(appointed on 16 August 2013)

Ms. Yiu Kwan Yu
(appointed on 16 August 2013)

Mr. Chen Wei Wu
Ms. Yong Jian Hui

HITES

B kA
(R=—ZT—=%F
NA+/NBEZT)
PREBRL A
(R=—ZT—=%F
NA+NBEZE)
hEBL L
(BN=—Z—=F
ANA+XBEZMT)
PRAZE oA
EEBL L

= 1,734 15 1,749
= 391 15 406
= 325 15 340
= 300 8 308
= 167 9 176
= 2917 62 2,979

None of the directors waived or agreed to waive any emoluments
paid by the Group during the years ended 31 December 2014

and 2013.

Mr. Chen Chung Po is also the chief executive officer of the
Company and the emoluments disclosed above include those for

services rendered by him as the chief executive officer.

There were no performance related incentive payments to the
directors and chief executive officer during the years ended 31

December 2014 and 2013.

REE-_Z-—NER-_ZT—=F+_A4
=+t HLEFE HMESSEHEXRE
BEAEE ST MABE o

BREBIELEETABARRTHAR © £X
BREOME R ABERETITRERM
RERBHMSE -

RBE_Z-—NFEFR-_F—=F+=A
=S+ —BIEFE - WEXEKRIREN
BETESERITIRARE -
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Notes to the Consolidated Financial Statements (continued)
Re SRR MR ()
For the year ended 31 December 2014 HZ—Z—WME+=-A=+—HILFE

(b) Employees’ emoluments

Of the five individuals with the highest emoluments in the Group,
three (2013: four) were directors or chief executive officer of the
Company for the years ended 31 December 2014 and 2013. The
emoluments of these directors are included in the disclosures in
note 13(a) above. The emoluments of the remaining two (2013:
one) individuals for the years ended 31 December 2014 and 2013
were as follows:

(b) EEM =

HE_T—NFER_FT—=F+=A8
ZS+—HALEFE  ARAREESHE
Ardh ZR(ZE—Z=ZF: OK) ALK
RABEFHITHAEH  -ZFEFEHHE
ER EXMET13@HE - BE_ZT—N
ER-_E-—=F+-_A=+—HILtEE
BRTIMA(ZT—=F: —%) ALHB
ST ¢

2013
—E—=F
HK$'000
T

Salaries and other allowances e K HAERL
Retirement benefit scheme contributions RIRABFIFT B 451

363
8

371

Their emoluments were within the following bands:

ZEANTHBENF T HIERE :

No. of
employees

EEE2H

Not more than HK$ 1,000,000 T2 18,000,00058 7T

1

There were no performance related incentive payments during
the years ended 31 December 2014 and 2013.

No emoluments were paid by the Group to the five highest paid
individuals and any of the directors and chief executive officer
as an incentive payment to join or upon joining the Group, or
as compensation for loss of office during the years ended 31
December 2014 and 2013.
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Notes to the Consolidated Financial Statements (continued)
Re SRR MR ()
For the year ended 31 December 2014 HZ—Z—ME+=-A=+—HILFE

No dividend was paid or proposed during the year ended 31
December 2014 (2013: Nil), nor has any dividend been proposed since
the end of the reporting period.

AEERBE_T-NOFE+_A=+—H1
FEVERNSIEZERANRB(ZT—=F:
#)  BREHRETEEZZEMRS -

2013
—T-=%F
HK$'000
FATT
Earnings EF
Earnings for the purpose of basic earnings EsTE BRELRAN Bg 2
per share bl 55,190
Number of shares G EE
Weighted average number of ordinary shares EeTE SR EARET A&
for the purpose of basic earmings per share (Note) L@ e 928 (FI5E) 84,002,579
Basic earnings per share (HK$ per share) BRREARZRN(FRAET) 0.66

Note: The weighted average number of ordinary shares for the purpose of basic
earnings per share for the years ended 31 December 2014 and 2013 has been
retrospectively adjusted for the effects of the capitalisation of the ordinary
shares of the Company which took place in 2014 and 2013 as reorganisation
for the preparation for the Company’s listing.

The dilutive earnings per share is equal to the basic earnings per share

as there were no dilutive potential ordinary shares outstanding during
the years ended 31 December 2014 and 2013.
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Notes to the Consolidated Financial Statements (continued)
Re SRR MR ()
For the year ended 31 December 2014 HZ—Z—WME+=-A=+—HILFE

Plantand Motor Office Leasehold Construction
machinery vehicles equipment  improvements Buildings in progress Total
BERME RE BAERG AENERE BT HRIR Ch
HKS'000 HKS'000 HKS'000 HKS'000 HK$'000 HK$'000 HKS'000
TET HET TR TR Hhn HhT T
cosT A
At 1 January 2013 W=Z-=
—A—H 165,553 397 11,661 9,124 132067 5303 327679
Additions NE 57074 766 2097 4737 = 8,700 73374
Disposals LE (868) (520) 212) - - - (1,600)
Exchange realignment B 5 AR 6,052 80 39 337 4136 307 11,306
At31 December 2013 and R=E-=%
1 January 2014 +=A=1-H
RZE-MF
—A—A 27811 4297 13,940 14,198 136,203 14310 410,759
Additions NE 54062 1,281 3234 4246 - 890 63,713
Transfer e - - - 721 - 7 =
Disposals L& (876) (104 (176) = = o (1,156)
Exchange realignment B A% (538) ) (34) (179) (456) (54) (1,264)
At31 December 2014 RZE-E
tZA=1-A
ACCUMULATED DEPRECIATION ~ Z&fHiE
At T January 2013 R-ZE—=%
—A—A 62503 1333 6,853 5583 4167 = 80439
Provided for the year ERHR 29437 932 1587 1010 3045 - 36011
Eliminated on disposals HERLH (601) @n) (193) = = = (1.265)
Exchange realignment B 5 A 2400 30 236 186 178 - 3030
At31 December 2013 and WZE—=F
1 January 2014 +=A=1+-H
RZE-ME
—A—-H 93,739 1824 8483 6,779 7390 - 118,215
Provided for the year FREGHE 35,09 1052 2344 1,19 2641 - 4307
Eliminated on disposals DERH (390) (64) (151) - - - (605)
Exchange realignment ER AR (167) ] (19 (17) (15 - (220)
At31 Decernber 2014 RZE-ME
TZA=t-H
CARRYING VALUES REE
At31 December 2014 R-E—NE
tZA=1-A
At 31 December 2013 R_B-—=F
TZA=t-H 134072 2473 5457 7419 128813 14310 292,544
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Notes to the Consolidated Financial Statements (continued)

R MR (&)

2Ny =]

For the year ended 31 December 2014 HZ—Z—ME+=-A=+—HILFE
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The above items of plant and equipment are depreciated on a
straight-line basis at the following rates per annum:

Plant and machinery 10% — 25%

Motor vehicles 10% — 33%

Office equipment 10% — 20%

Leasehold improvements 5% —25%

Buildings Over the shorter of term of the lease
or2.5%

As at 31 December 2014, buildings with carrying values of
approximately HK$125,731,000 (2013: approximately HK$128,813,000)
have been pledged to secure banking facilities granted to the Group.

Prepaid lease payments comprise leasehold land held in the PRC
under medium-term lease and are analysed for reporting purposes as
follows:

LA MR AR B A B RIAR T F X5t
RITE

RS N i g 10%-25%

8 10%-33%

NS 10%-20%

HEWMFERE  5%-25%

BF RIS FH2 5% (AEBE
ERAEE)

R—_E—NWE+_A=+—HEEHEK
HEA1257310008 T (ZE—=F : 4
128,813,000/ 7T ) BT » (ERIX TARKEIR
TREE R AR o

BNEERECRZTMEERANHEE
St BAMEMEAMAT :

2013
—T—=F
HK$'000
T

mEBEE
FRBEE

Current assets
Non-current assets

967
43,966

44,933

As at 31 December 2014, leasehold land with carrying values of
approximately HK$24,662,000 (2013: approximately HK$25,318,000)

have been pledged to secure banking facilities granted to the Group.

R-ZE—NME+-f=+—HEEHEmE
#924,662,0007% 7T (= ZF — =4 : #925,318,000
BI)MEELH - (EARTASERITRE
ki il

ANNUAL REPORT 2014 5§



Notes to the Consolidated Financial Statements (continued)
Re SRR MR ()
For the year ended 31 December 2014 HZ —ZT—WNE+—-A=+—HILFE

18.INVENTORIES 18.7E
2014 2013
—E—NF —E—=fF
HK$’000 HKS$'000
FER FAT
Raw materials FEM R 42,796 49,993
Work-in-progress TR 65,804 66,586
Finished goods UK 92,520 81,164
201,120 197,743
19.TRADE AND BILLS RECEIVABLES 19. BENBRFI N =15
2014 2013
—E-ImF —T—=F
HK$’000 HK$'000
FET FAT
Trade receivables FEUER K 540,637 393,196
Less: Impairment B ORE (7,980) (9421)
532,657 383,775
Bills receivables e E 92,754 54,839
625,411 438,614
The Group generally allows a credit period of 30 to 180 days to its AEB-—RAOEEZEFETHEHEES
trade customers. The Group does not hold any collateral over these 7302 180K « NEB W MM Z AR FFHE
balances. Cfzwilea
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Notes to the Consolidated Financial Statements (continued)

RE R M (B)
For the year ended 31 December 2014 & —Z—

MEF—A=+—HILFE

As at 31 December 2014, trade receivables with carrying amount of
approximately HK$44,505,000 (2013: approximately HK$63,505,000)
have been pledged to secure banking facilities granted to the Group.

As at 31 December 2014, bills receivables with carrying amount of
approximately HK$48,875,000 (2013: approximately HK$4,870,000)
have been pledged to secure banking facilities granted to the Group.

The following is an aged analysis of trade receivables net of
accumulated impairment losses presented based on the invoice date

at the end of the reporting period, which approximated the respective

revenue recognition dates.

—E-NMFE+-_A=+—HEEHEEE
ﬁ744505000ﬁ§7c(__*-——;:fﬁ- #763,505,000
BIT) R EUER SR - (EAR TAEBIRITHE
HOHEHE o

R-ZT—NFE+—-_A=+—BEEHEEE
#948,875,00078 7L ( ZZF— =4 : #)4,870,00075
TOMEWRERE - (EAR T ASERTRED
HH o

MNERE R - 2B Z A H(EE Bk TER
EIH,%E =) 25130 Bk 2 515 E EE H) FE Uk ER
BRERDATAOT ©

2013

—T-=%F

HK$'000

FHET

0to 90 days 0F 90K 330,337
91 to 180 days 912180K 22919
181 to 365 days 1812 365K 11,936
Over 365 days EBHE365K 18,583
383,775

All the bills receivables are aged within 120 days. FrB EINER 2 BRE TS B120K A ©
The movements of impairment of trade receivables are as follows: FEWER KRR EZE T ¢

2013

—E—=fF

HK$'000

FATT

At 1 January n—HA—H 2,240
Impairment losses recognised on receivables BN IE MR R R B & 1 7,194
Impairment losses reversed R EE IR D (190)
Written off (S -
Exchange realignment PE 7, 5 177
At 31 December R+—A=+—H 9,421
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Notes to the Consolidated Financial Statements (continued)

R UBEBRMEE (&)

Ny =]

For the year ended 31 December 2014 HZ—Z—WME+=-A=+—HILFE

The Group has individually assessed all receivables and provided
in full for all receivables that are considered not recoverable.
Impairment losses of approximately HK$413,000 (2013: approximately
HKS$7,194,000) were recognised during the year ended 31 December
2014.

At 31 December 2014, the aged analysis of trade receivables that was
neither past due nor impaired and past due but not impaired are as
follows:

REBEEBIFHEB RKZRIE - WHATE
RAT AU E /) FEBGRIE B SGT IR - B
HE_Z-—MFE+_A=+—HILFE®ER
HREEIBA) B4130008 T (ZT—=F : 4y
7,194,00077T) ©

RZZE—MFE+ A =+—H#RAHIR
18 5 B #81 H3 B 3 RO (B A e M R Rk Bk e 0 AT
W

Neither Past due but not impaired
past due BB B KRR E
nor Lessthan 31t060 61to90 Over
Total impaired 30days days days 90days
DES L
A5 HEE 2PHR30X 3160k 61F90Kk HiBIOK
HK$'000 HKS$'000 HK$'000 HKS$'000 HKS$'000 HKS$'000
FHx FTET FExR FTHET FERT AR
At 31 December 2014 R-Z—F
+=-A=+—H
At 31 December 2013 R-ZT—=%F
+=—R=+—H 383,775 278,585 65,824 3,037 3,686 32,643

In determining the recoverability of a trade receivable, the Group
considers any change in credit quality of the trade receivable from the
date credit was initially granted up to the reporting date. In view of the
good settlement history from those receivables of the Group which
are past due but not impaired for the years ended 31 December 2014
and 2013, the directors of the Company consider that no allowance is
necessary in respect of these balances.
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Notes to the Consolidated Financial Statements (continued)
e REME (&)
For the year ended 31 December 2014 #ZE—Z—ME+—-A=+—HILFEE

20.PREPAYMENTS, DEPOSITS AND OTHER 20.FB{TFIE ~ IR R H B EWFIE
RECEIVABLES

2014 2013
—mE —T—=F
HK$'000 HKS$'000
FET FATT
Deposits and other receivables & R HALFEW IR 19,294 17,604
Less: Impairment W ORE (254) (254)
19,040 17,350
VAT receivables eI BT 1,907 10,121
Prepayments TEfIFRIE 15,377 12,753
36,324 40,224
The movements of impairment of other receivables are as follows: Hih EWFTER R EZEN N T ¢
2014 2013
— & —E—=F
HK$'000 HK$'000
FER FATT
1 January Kn—H—H 254 128
Impairment losses recognised on receivables BEW IR ERRBEEE - 126
At 31 December BW+=—A=+—8 254 254
The Group has individually assessed all other receivables and provided REEE &7 EWEFﬁﬁﬁf’@FEH&%\IE Wt
in full for those receivables that are considered not recoverable. The AN AU O] H) e W IB B HETIREE - &
Group does not hold any collateral over these balances. SR EMZEAL nﬁ?%ﬁfﬂ—ﬁfﬁﬁ o ©
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Notes to the Consolidated Financial Statements (continued)

I

For the year ended 31 December 2014 HZE—-=

R UBEBRMEE (&)

Details of the amount due from a related company disclosed pursuant
to section 161B of the predecessor Hong Kong Companies Ordinance
(Cap 32) are as follows:

—MEF A=+ HIFE

RIBRTE B RQ R (F32F)FE 161815 + F&E
UREAE N B FRIERN BB T ¢

Maximum
amount
At 31 December outstanding
B
Rt+t=A=+—~8H REBEH
2013
—E—=fF
HKS$'000
THETT
HILEERFRERBR D %ﬂ¢mkﬁﬁﬁ
BERA 41

Mr. Yiu Chi To, the Controlling Shareholder, has direct or indirect
interests in the above company. The amount was unsecured, non-
interest bearing and repayable on demand. The amount due mainly
represented fund advanced to a related company for daily operations.

The bank balances and cash comprised cash held by the Group and
short-term bank deposits with an original maturity of three months or
less. The bank balances at 31 December 2014 carried interest at the
prevailing market rate ranging from 0.001% to 0.5% (2013: 0.001% to
0.35%). The pledged deposits carried fixed interest rate of 0.50% (2013:
0.35%) per annum at 31 December 2014.

Pledged bank deposits represented deposits pledged to banks to
secure banking facilities granted to the Group. Deposits amounting to
approximately HK$56,715,000 (2013: approximately HK$63,983,000) as
at 31 December 2014 had been pledged to secure bank borrowings
and bills falling due within one year and are therefore classified as
current assets.

The Group’s bank balances and cash denominated in RMB
amounted to approximately HK$205,663,000 (2013: approximately
HK$93,697,000) at 31 December 2014. Conversion of RMB into
foreign currencies is subject to the PRC's Foreign Exchange Control
Regulations and Administration of Settlement, Sales and Payment of
Foreign Exchange Regulations.
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BRI EREEERTRITEAETA
SEFRITHRERBENTR - RZFT—HF
+Z A=+—HBERFKHI56,7150007% T
—TE =4 : %963,983,000/87C) ' {EA—EF
WEIERISRITE R R EEAIER - BT
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Notes to the Consolidated Financial Statements (continued)

R MR (&)

For the year ended 31 December 2014 HZ=—F—NF+_—_A=+—HILFE

23.TRADE, BILLS AND OTHER PAYABLES

23. B - RERHEMENRIER

2014 2013
—ZT—mF —B—=%
HK$’000 HKS$'000
FER AT
Trade payables (Note a) FETBR R (FfdaEa) 222,643 186,547
Bills payables (Note a) FERT IR (MfiaEa) 284,453 263,546
507,096 450,093
Receipt in advance (Note b) TEWERIE (Mi7Eb) 1,408 4,723
Construction cost payables R EER A 1,557 1,563
Other payables H AT FRIA 6,478 5,157
Accrued expenses TEIRR X 24,845 15,671
Value added tax payables FEIEER 10,144 11,136
44,432 38,250
551,528 488,343
Notes: Mf3E
a)  The aging analysis of trade payables presented based on the invoice date at a) RIREER  REZAHZINEMERRERRD
the end of the reporting period is as follows: AR :
The Group AEE
2014 2013
—F-—MmE —T=F
HK$’000 HK$'000
FET FAT
0to 90 days 090K 176,595 166,607
91 to 180 days 912 180K 32,775 14,062
181 to 365 days 1812365~ 6,872 3,718
Over 365 days BiB365K 6,401 2,160
222,643 186,547

The average credit period on purchase of goods is from 30 days to 90 days.
The Group has financial risk management policies or plans for its payables with

respect to the credit timeframe.

The bills payables aged within 180 days.

b)  Receipt in advance represented advance payments from customers pursuant

to the respective sales and purchase contracts.

136 Wai Chi Holdings Company Limited E&ZBEHRAT

FEEE MM TFHEERRI0REOR - AEEGR
ENSRNERHRE SRR R &R B Rk
g -

FERZ B Z BRIk A 180KNA ©

b) TEWFIEIEREAEREEE S L WIREFHEMNK
I .

ANNUAL REPORT 2014 %



Notes to the Consolidated Financial Statements (continued)
Re SRR MR ()
For the year ended 31 December 2014 HE=-Z—F+=-A=+—HILFE

Mr. Yiu Chi To, the Controlling Shareholder, has direct or indirect TR Rk EEEENR —HEAERAREER
interests in a related company. The amount is unsecured, non-interest EHEER  FHESERAERER  2EK
bearing and repayable on demand. BIRERER -
An amount due to a director was unsecured, non-interest bearing and BN —R2EENHELAERT - A8 RER
repayable on demand. The amount was fully settled in April 2014. EREE - ZRBEER -_ZE—UFEHNA L2
BT e
2013
—T—=fF
HK$'000
FATT
Secured: BHEA
Trust receipts loans (Note a) Bt E R (Miska) 8,691
Other bank loans (Note b) HAsRITE K (FizEb) 123,078
131,769
Unsecured: AT
Other bank loans (Note c) HAasR1TE R (FizEc) 91,957
223,726
Bank borrowings repayable: FERTERITIE R :
On demand or within one year RN —FAEE 221451
More than one year but not exceeding two years BB —FETNBBRERNER 700
More than two years but not exceeding five years EAMEENERARFNER 1,575
223,726
Less: Carrying amount of bank borrowings that are not 3§ : FER I ¥RE BiRE —ERE
repayable within one year from the end of the BEBSEREKRERKENR
reporting period but contain a repayment on BRI TR REE(ETR
demand clause (shown under current liabilities) WREaEET) (2,275)
Less: Amounts due within one year shown under B BETRAREAEE N —FR
current liabilities EEAFRIE (221,451)
Amount shown under non-current liabilities FTNIERE B EIE T 5RIE =
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Notes to the Consolidated Financial Statements (continued)

R MR (&)

For the year ended 31 December 2014 HZ—Z—ME+=-A=+—HILFE

138

Notes:

a)

As at 31 December 2014, trust receipts loan with carrying amounts of
approximately HK$19,839,000 (2013: approximately HK$8,691,000) carried
fixed rate of interest of 3.25% (2013: 3.25%) per annum and was due within 3

months.

As at 31 December 2014, other bank loans with carrying amounts of
approximately HK$64,649,000 (2013: approximately HK$55,519,000) bore
interest at floating rates and were due within 1 year. The floating rate
borrowings carried interest at 115% — 130% (2013: 105% — 130%) of the rate
stipulated by the rate offered by the Peoples Bank of China (“PBOC") per
annum during the year ended 31 December 2014.

As at 31 December 2014, no other bank loans (2013: approximately
HK$34,584,000) bore interest at fixed rate and was due within 1 year. The fixed
rate borrowings carried interest ranging from 5.6% — 6.72% per annum during
the year ended 31 December 2013.

As at 31 December 2014, revolving loan with carrying amounts of HK$4,000,000
(2013: HK$30,000,000) bore interest at floating rate and was due within 1 year.
The floating rate borrowings carried interest at the Hong Kong dollars best
lending rate (“HKD BLR") plus 1% (2013: HKD BLR plus 0.5%) per annum during
the year ended 31 December 2014.

As at 31 December 2014, revolving loan with carrying amounts of
HK$10,101,000 (2013: Nil) bore interest at floating rate and was due within 1
year. The floating rate borrowings carried interest at the HKD BLR plus 0.5% per
annum during the year ended 31 December 2014.

As at 31 December 2014, machinery loans with initial principal amount of
HK$27,300,000 (2013: HK$3,500,000) carried floating rate ranging from 1 month
Hong Kong Interbank Offered Rate (“HIBOR")/London Interbank Borrowing
Rate ("LIBOR") plus 3.25% per annum, repayable ranging from 36 to 60
instalments commenced from the day of draw down. The machinery loans are
fully repayable by May 2017 to May 2019. As at 31 December 2014, principal
amounts of approximately HK$23,074,000 (2013: approximately HK$2,975,000)
remain unsettled. The facilities contained a repayment on demand clause.

As at 31 December 2014, other bank loans with principal amount of
approximately HK$36,713,000 (2013: Nil) carried floating rate ranging from
LIBOR plus 2.7% per annum, repayable within 1 year during the year ended 31
December 2014.

R_ZE-—WNE+-_A=+—H BEHEY
19,839,000 7T (= ZF —=4F : 48,691,000/ 7T) &)
EREBIEETIZEEFBR3BU(ZE—=F:
3.25%)&TE - W =1EAAZIH -

R-ZTE—NWF+=-_A=+—80 ' EEEY
64,649,00078 7T ( =& — =4 : #955,519,00078 JT )
MEMBITERIZZE S XL - R —FRNE
H-HE-_T-—NWE+_A=+—HIFE ¥
B) S REFIZR B ARRITATE EEFFIEK115%
E130%(ZF—=%F : 105%Z=130%)5 8. °

R=F—NFE+=A=+—8  HELMRTE
K(ZZ— =4 : %934,584,000/ 70 ) LB E F B &
R WR—FREH - BHEZT—=F+=A7
=+—HIEFE  BEFEERIEFERHE
6.72%%T 8. °

R-FE-—mME+-_A=+—H KEEA
4,000,000/ 70 (= F — =4 : 30,000,000/ 7T ) K&
RERIRFHERE YR —FREH - HE
—T-NE+-A=+—HIFE  FHERME
FTIRATHEEZERFEMEFR1%6(ZT—=
F BT REBERFEM05%)5TE

R-—ZT—MmME+-_A=+—H FEMEAE
10,101,0008 T (=T —=F : THT)WBRE
FIEZBERTE  WR—FREH - BE=F
—MOFE+_A=+—HIEFE ' FHERERR
BT HEEERFEMENES%ETS ©

R-ZB-—WNE+-_A=+—0  YhELEAL
27,300,000 7T ( =F — =4 : 3,500,000/ 7T ) &)
HWEERIRZDEEGNE  BENT—@ERABRS
BITREFRSFER MRBUERITRIZER BFI R NE
FIE325%  HE IR B LD 36Z60HEE -
HEERAN T —+tFRAZE_FT—NFRA
BIREEE - R=ZT—ME+=-_A=1+—H0 %
23,074,000/ 7T (=B — =4 : #92,975,0005 7T ) K
REFNARES - ZREBSEEREEIER

RZEB-—NE+=—A=+—"8 AE2HEAD
36,713 0008 (=T — =4 : T/HI0) MEMERTT
BERIRFHERFE - BERENTMBEBTRER
BRENMEFE27%  BREBEE-T—NF+=
A=1+T—HIEFE—FRNEE -
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Notes to the Consolidated Financial Statements (continued)
Re SRR MR ()
For the year ended 31 December 2014 HE=-Z—F+=-A=+—HILFE

Notes: (continued)

() As at 31 December 2014, other bank loans with carrying amounts of
approximately HK$190,145,000 (2013: approximately HK$91,957,000) bore
interest at floating rate and was due within 1 year. The floating rate borrowings
carried interest at 110% — 135% (2013: 110% — 135%) of the rate offered by
PBOC per annum as at 31 December 2014.

(d) The Group's bank borrowings at the end of each reporting period were
guaranteed by the followings:

(i)  Asat31 December 2013, the trust receipts loans were guaranteed by Mr.
Yiu Chi To, the Controlling Shareholder.

(i) As at 31 December 2013, other bank loans with carrying amounts of
approximately HK$206,962,000 were guaranteed by Mr. Yiu Chi To, the
Controlling Shareholder.

(i)  On 17 November 2014, all guarantees provided by Mr. Yiu Chi To were
fully released.

(iv) Asat 31 December 2014 and 2013, certain banking facilities of the Group
were secured by a property held by a related company in which the
directors of the Company have beneficial interests.

(v)  Asat 31 December 2014 and 2013, certain banking facilities of the Group
were secured by the Group’s pledged bank deposits as set out in note 22
and buildings of the Group as set out in note 16.
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Notes to the Consolidated Financial Statements (continued)

R MR (&)

For the year ended 31 December 2014 HZ—Z—ME+=-A=+—HILFE

It is the Group's policy to lease certain of its motor vehicles under
finance leases. The average lease term of these leases is three years
(2013: five years) throughout the years ended 31 December 2014.

At 31 December 2014, the total future minimum lease payments

AEENHRERBEEREEMEEES TA
BHoRABEHE-_Z-—NWE+-_A=+—8
IEFE  ZEHENTHHEBRA=F(=2
—=F:hfF)o

R-ZZE—NE+-—A=+—8 ' gt&HESE

under finance leases and their present values were as follows:

THRRREHENRERNLBREWT

Minimum lease payments

Present value of
minimum lease payments

BRIEEENRK REHEENKBRE
2013 2013
—E—=F —E—=F
HKS'000 HKS$'000
FAT FAT
Amounts payable under finance leases: 1R 15 &t & H & &~ HY
A
Within one year —FR 330 294
More than one year, but not exceeding #Bi@—%4 - (BT B1E
two years R 4 330 281
More than two years, but not exceeding FB:BRIF » 1B HB3E
five years 4 413 428
1,073 1,003
Less: Future finance charges B BEREER (70) N/A ~NE A
Present value of lease obligations HEFEERE 1,003 1,003
Less: Amounts due within one year B Y AREEER
shown under current liabilities —FRE|HAZIE (294)
Amounts due after one year —F &R HARFUE 709
ANNUAL REPORT 2014 3
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Notes to the Consolidated Financial Statements (continued)
Re SRR MR ()
For the year ended 31 December 2014 HZ—Z—WME+=-A=+—HILFE

All obligations under finance leases of the Group bore fixed interest
rates. The underlying interest rates of these obligations under finance
leases were 2.6% (2013: 1.75%) per annum during the year ended 31
December 2014. The Group's obligations under finance leases were
secured by the lessor’s charge over the leased assets. These leases had
purchase options.

During the years ended 31 December 2014 and 2013, the Company’s
obligations under finance leases were guaranteed by Mr. Yiu Chi
To and a related company. On 17 December 2014, the guarantee
provided by Mr. Yiu Chi To was released.

The following are the major deferred tax assets (liabilities) recognised

NEENFFEREHEEELE TS K5t
B -HE-_T—NF+-_A=+—H8LHF
B ZERmEHEEBENMEBEERE26%
ZE—=F 1 175%) c AEBEHRERER
HALBAHBELEENMCIEER - 25
THEREERE -

HE_Z-—NEER-_ZF—=F+"A=+—
HIEFE ARRMEREEEAYEE
EER—EBEEAFTER R_ZT—WF
+=A++tAH  BAkEELEERENERE
fRER o

SEXARMFEMERNEBZRERREE

and movements thereof during the current and prior years: (BE)REESIT :
Difference
between
depreciation
allowance
and Impairment
related and Tax
depreciation  allowances losses Total
TERER
HEAREMN
=8  REREE HBER At
HK$'000 HKS$'000 HKS$'000 HK$'000
AT FAT THET TET
At 1 January 2013 R—ZE—=%—H—H (18) 3,469 1410 4,861
(Charged) credited to profit or loss RigEE R )EA
(Note 11) (BzE11) 40 369 (1,432) (1,023)
Exchange realignment PE A - 14 22 136
At 31 December 2013 R-TE—=%
+=—A=+—H 22 3,952 - 3,974
Charged to profit or loss (Note 11) PIEER N (BHTEE1) (14) (2.279) = (2,293)
Exchange realignment b S - (332) = (332)
At 31 December 2014 R-ZE—F
+=A=+—H 8 1341 = 1,349
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As at 31 December 2014, certain subsidiaries of the Group had
aggregate unused tax losses of approximately HK$35,743,000 (2013:
approximately HK$26,667,000) available for offset against future profits.
No deferred tax asset has been recognised in respect of the unused
tax losses of approximately HK$35,743,000 (2013: approximately
HK$26,667,000) due to the unpredictability of future income
stream of these subsidiaries. As at 31 December 2014, tax losses of
approximately HK$26,384,000 (2013: approximately HK$24,126,000)
will be expired within 5 years. Other losses may be carried forward
indefinitely. Other than the tax losses, there is no other significant
unrecognised temporary difference.

Under the EIT Law of PRC, withholding tax is imposed on dividends
in respect of profits earned by the PRC subsidiaries from 1 January
2008 onwards (the “Post-2008 Earnings”). As at 31 December 2014,
deferred taxation has not been provided for in the consolidated
financial statements in respect of temporary difference attributable to
the "Post-2008 Earnings” amounting to approximately HK$328,000,000
(2013: approximately HK$231,000,000) as the Group is able to
control the timing of the reversal of the temporary differences and
it is probable that the temporary differences will not reverse in the
foreseeable future.

RZE—HFE+—A=+—H  XAKBET
Bt B B AT S R SR AR Y R B A B 7% A8
BIBEEL) B357430008 TL(ZE—=4F : 4
26,667,0007570) ° AR EEATE R Z B A )
RRZRBMATRE - BB R E B R IEEE
#4935,743,000/8 7L (ZZ — =4 : #926,667,000
BT ERELERIBEE - R=ZT—NFE+=
A=1—8 ' H&EE%263840008TT (=%
— =4 : #924,126,00078570) R AFEREE -
Hith 518 o] R ER A8 - BREIIS BRI - I
MM A RER GRS o

BEPREEMERE BT NF— A
— A - PREBARSEERIRAE( =
ZENFEZERN]) 2R EBHRIBNL
AN B A5 fl R O a1 = R 2 R
MEBEREZZNIER 2 FRTE#
B MR = —OMFE+=—A=+—0H I
ENGEMBEHREARI S NFEZA
A T RE(L 2 BB 1 2= 2 49328,000,000/8 7T (=
T — = 4F 1 #9231,000,0008 T ) Z ELEFLIBIE
A o
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HKS$'000
FATT
At 1 January 2013 RZE—=%—H—H 8,386
Government grants raised during the year FANFIEETFEE 25,501
Government grants utilised during the year FANBAETHEE (695)
Exchange realignment BEE e B 647
At 31 December 2013 and 1 January 2014 R-ZE—=F+-"A=+—HBK
—ZE-F—-A—H 33,839
Government grants raised during the year FANFIEETREED 852
Government grants utilised during the year FRE) BT ED (707)
Exchange realignment (ER S (113)
At 31 December 2014 R-ZE—NME+—_HA=+—H 33,871

As at 31 December 2014, the government grants of approximately
HK$33,871,000 (2013: approximately HK$33,839,000) which were
designated for certain research projects, export incentives, technical
innovation, localisation incentives and fiscal refund were granted by
the PRC municipal government. The amount is stated as non-current
liabilities in the consolidated statement of financial position as the
directors of the Company are of the opinion that certain conditions
in respect of these grants will not be fulfilled within the next twelve

months from the end of the each reporting period.

ANNUAL REPORT 2014 5§

R-ZE—ME+-F=+—H EEcBARE
TR « O 5RE - BRTalET - Hh7 4R
B R AP B T BRI 3% T B GRS BT f BD 4V
733,871,000/ 70 (== — =4 : #33,839,000
BIT) c AR ARRIEERABTER SRS
HIREARR T E A AERKZEMBEE T
B WEESBERGEE WBRARIIERR
ETMENEE o
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The share capital of the Group as at 31 December 2013 represented
the aggregate of share capital of the Company and the 100,000
shares of HKS1 each of Wai Chi Group directly held by the Controlling
Shareholder.

The share capital of the Group as at 31 December 2014 represented
the share capital of the Company.

AEEBR-_ZE—=F+_A=+—HHKX
BARRRIRARBEREREEERFENES
£ [#100,0000% S EE 1 7S TTHIRR 1D AU AR AT -

AEER -_ZT—OF+-A=1t—HHRKRAKX

RRNRBRIR o

Number of shares Share capital
BB (&N
2013 2013
—T—=F —T—=F
HK$'000
THET
Authorised ERE
At 1 January (2014: US$1 each; R—A—B(ZF—NF:
2013:Ni) BRxT —F-=
F:|) - _
Increase on 16 August 2013 (Note a) RZZ—=F\A+/H
(P zEa) 50,000 390
Increase on 21 October 2014 (Notec)  RZZE—WF+A=+—H
NP FEC) - -
Diminution on 21 October 2014 (Note ©) R=ZE—WF+A=+—H
A (HsEc) - -
At 31 December 2014: HK$0.01 each; R+Z—A=+—H(ZZ
2013: US$1 each) —M04F : GAROOIET
—T—=%F: 8kKiEn) 50,000 390
Issued and fully paid BEITRAR
At 1 January (2014: US$1 each; R—A—H(ZZ—DF :
2013: Nil) gET: ZF—=
FE) - _
Issued share on incorporation SEAR ST R 31T R

(Note a) (PffEa) 1 -
Issued in consideration for Z BB AR

the acquisition of a subsidiary Note b) ~ (Fff&Eb) 135 1
Issue of shares (Note ¢) BT (Pt Ec) - -
Issue of shares (Note d) BT (it Ed) - -
Repurchase and cancellation of shares  B&[E1 K 7 #5R (BiaEc)

(Note ¢) - -
Capitalisation issue of shares (Note e) BRI (FisEe) = -
At 31 December 2014:HKS0.01 each; R+ZA=+—H(=ZZ

2013: US$1 each) —E - GROOETT :

=% gRER) 136 1
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Re SRR MR ()
For the year ended 31 December 2014 HZ—Z—WME+=-A=+—HILFE

Notes: FfEE -

(@)

On 16 August 2013, the Company was incorporated in the Cayman Islands as
an exempted company with limited liabilities under the Companies Law of
the Cayman Islands with an authorised share capital of US$50,000 divided into
50,000 shares of US$1 each. As at the date of incorporation; 1 fully paid share
of US$1 was issued.

On 31 December 2013, the Company allotted and issued 135 shares at
HK$ 1,000,000 each credited as fully paid and in return acquired all the
outstanding ordinary shares of Windrider Technology Company Limited.

On 21 October 2014, the authorised share capital of the Company was
increased from HK$390,000 to HK$10,390,000 by the creation of 1,000,000,000
new ordinary shares, of HK$0.01 each, which rank pari passu in all respects.

On the same date, 106,080 nil paid ordinary shares were allotted and issued to
the beneficial owner of the Company, Rexell Technology Company Limited,
at a price of HK$0.01 each. The aggregate subscription price was HKS$1,061
(the “Subscription price”). On the same date, the Company repurchased 136
existing issued ordinary shares of US$1 each at an aggregate repurchase price
of US$136 (equivalent to HK$1,061) (the “Repurchase price”). The shares were
cancelled upon repurchase. The Subscription price was set-off against the
aggregate Repurchase price and the 106,080 nil paid shares were credited as
fully paid.

Following the repurchase, the authorised but unissued share capital of the
Company was diminished by the cancellation of all the 50,000 unissued shares
of US$1 each in the capital of the Company.

Pursuant to a resolution passed by the Company on 11 November 2014,
50,000,000 new ordinary shares with nominal value HK$0.01 each were offered
at the share offer price of HK$3.68 each.

A total of 149,893,920 ordinary shares were credited as fully paid on 18
November 2014 by way of capitalisation of the sum of approximately
HK$1,499,000 standing to the credit of the share premium account of the
Company, and the shares be allotted and issued rank pari passu in all respects
with the existing issued shares.
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R-ZZE—=FNA+8  ARRRERASEHS
RELEERESHSEMK L AERRER AR -
A TE IR 7R /350,000 7T + 93 450,000% B AR E A 1
FILHIRR D o Rz BHEE - B297—RmEE
ETTRBZR ©

RZB—=F+="A=+—8 ' NAFREERE
17135 0% 5 B% T8 {&11,000,0003% 7T &9 A% 7 3¢ A BR 51l
YE& 2 + LA UK B Windrider Technology Company
Limited 2 BB BTSN E AR

RZZE—NE+A=+—H ' XAREERAE
% 183258 1,000,000,0008% F IR EE0.01 S TT RO &
BR(EEFMAE T EZARSHER) © H390,000/47T
H#HN1210,390,000/87C °

BB - 106,080 AR 1T & AR IR & RR0.01 BT 2 B
REERBTTARNREREAA @ SERHEE
RAR - REEGEE1061BL(TREE]L -
AA  AAFEEBREREEIEZTHNEEE
BATE MR - BEEEEA136ET(FAEMR1,0617%
To)(TEEEIE D) o R NEEEREE - REBED S
RREEIEE - 10608088 KT B ABRYIE
e -

fEEE - ANARDATEE M ABITRARFHEAR
AR A 2 5650,00008 B AR EE 1 X TR AR IR
Rm o

BBEARRR T —NFE+—A+—BBBAR
%2+ 50,000,0008% = AR A (B 0.017%5 JT A FT L @A
R38BT BEERE -

FBRABARARMGEERNERERED
1,499,000/ TLE AL, + & $£149,893,920/% E AR A
—T—NE+—A+N\BARIEHR - migH
BRETHROES THBEREERTRNDEZ
RSN

145



Notes to the Consolidated Financial Statements (continued)

R MR (&)

2Ny =]

For the year ended 31 December 2014 HZ—Z—ME+=-A=+—HILFE

146

During the year ended 31 December 2014, the Group entered into a
finance lease arrangement in respect of acquisition of machines with
a total capital value of the inception of the lease of approximately
HK$5,390,000.

During the year ended 31 December 2013, an amount due to a related
company of HK$38,000,000 was capitalised and reorganised in capital

reserve.

The following table details the Group’s trade and bills receivables as
at the end of the reporting period that were transferred to banks by
discounting those receivables on a non-recourse basis. As the Group
has not transferred the significant risks and rewards relating to these
receivables, it continues to recognise the full carrying amount of the
receivables and has recognised the cash received on the transfer as a
secured borrowing (see Note 25). These financial assets and financial

RE-T-ME+-A=+—AILFE &
S5 8 50T B 16 B A8 AR 05,390,000
TR TT MARERE -

HE-ZT—=F+-A=+—HItFE &
~F — 1 B8 8 2 B FXIE 38,000,000 T A4S B 78 &
K WHREARGEERER o

TRAVNAEERNBFE R RERZRITHE
WHERERE - ZFERRFRZRIFEHER
REREERER - AN AKEY BB AR %
FRYGRIANERER MO &R - SERFERE
Rk FRMFAN 2 HRE(E - WHERHLZ
BRERNRe /AT EMER(RKE2S)
ZECREENSRBBENAEEGZENB

liabilities are carried at amortised cost in the Group’s consolidated AR FR I SR AR AR ©
statement of financial position.
2013
—E—=F
HK$'000
T4
Carrying amount of transferred assets ERCR ERREE 71,261
Carrying amount of associated liabilities EEaEREE (64,665)
6,596
ANNUAL REPORT 2014 4§
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Re SRR MR ()
For the year ended 31 December 2014 HE=-Z—F+=-A=+—HILFE

The Group as lessee

At the end of the reporting period, the Group had commitments for
future minimum lease payments under non-cancellable operating
leases which fall due as follows:

AEBFEREBA
REREMR - AEETATHBPELAER
T BRI E SRR BRI T -

2013

HK$'000
TAT

Within one year —FR

In the second to fifth year, inclusive FEFRF(E

5817

BEEREME) 3,028

8,845

The Group leases certain of its factory premise offices under operating
lease arrangements. Leases for properties are negotiated for terms
ranging from one to three (2013: one to three) years with fixed rentals
as at 31 December 2014.

In addition to the transactions detailed elsewhere in the consolidated
financial statements, the Group has entered into the following

significant transactions with related parties during the year.

(a) Compensation of key management personnel
Other than the remuneration paid to the directors and employees
of the Group as set out in note 13, who are considered as the
key management personnel of the Group, the Group did not
have any other significant compensations to key management
personnel.

The remuneration of the directors and key management
personnel is determined by the board of directors of the
Company having regard to the performance of individuals and
market trends.
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AEERBESEHELHHEESE T IRYE
WRAE - -R_ZE—MF+_A=1+—80 "9
¥HPEERAN T —E=F(ZF—=F:
—E=F) fHeEETE -

BRI E B RREME D IR 55 -
AEBRNFAMEBEA LT LN TEAR
% o

(a) TEEEAENHE
BRRMWFEBEEIN TAEEES KE
E(REWGEAAEEETEZEETEAB)DN
HMN AEETEREBEEAEY
HMERIEABE R A(E o

EEZRIZEBAENFMOAARAE
ZEREEEMNALTRELRTSBEE
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(b) Banking facilities

(b) SRITRLE

As at 31 December 2014 certain banking facilities of the Group
were guaranteed by Mr. Yiu Chi To, the Controlling Shareholder,
to the following extent:

RZEBE-—ME+-_A=+—H K&£E
FETIRITRIE AT RS EE k£
WA T REEEER

2013
—T—=F
HK$'000
T

Mr. Yiu Chi To PEE S E

588,757

The banking facilities were also secured by a charge over
properties owned by a related company. Details of the guarantees
are set out in note 25.

The guarantees provided by Mr. Yiu Chi To have been released on
17 November 2014.

(c) Other related parties transactions

ZEFRITHRENA—RBERREAN
WRMEAEE - EROFEHRHE
25 ¢

HEECERENEREN T —MF
T—ATEBER -

(c) HttBEALRS

2013

—T-=F

Name of company Nature of transaction HK$'000

NEEH RHEME TETT
Maxtone Electronics Limited (“Maxtone”) Rental expenses

BEERETARAR(EBSE]D HERX% 816

The director of the Company has beneficial interests in Maxtone.
The above transactions were at terms determined and agreed by
the Company and the relevant parties.

(d) Other guarantees

148

During the years ended 31 December 2014 and 2013, the
Company's obligations under a finance lease as disclosed in note
26 was guaranteed by Mr. Yiu Chi To and a related company. The
guarantee provided by Mr. Yiu Chi To has been released on 17
December 2014.

ARTEFAAEFRNERMES - &
M3 AR A A RAAA L BT R
B (TR 7T =

(d) Eftbigtr
BE_Z-—NER-_ZT—Z=5+_A
=t HLEFE R FE20RENAR
AREREEEHIEE LR —FHEH
BRAEER - hEE S ERENER
ER_F-—HFE+ A+ AR -
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The Group participates in a Mandatory Provident Fund Scheme for all
qualifying employees in Hong Kong. The assets of the schemes are
held separately from those of the Group, in funds under the control of
trustees. The Group contributes 5% of relevant costs to the scheme,
which contribution is matched by employees. The contributions from
each of the employer and employees are subject to a cap of HK$1,250
per month since June 2012 and HK$1,500 since June 2014.

The employees of the Company’s subsidiary established in the
PRC are members of state-managed retirement benefit schemes
operated by the PRC government. The PRC subsidiaries are required to
contribute certain percentage of its payroll to the retirement benefits
schemes to fund the benefits. The only obligation of the Group with
respect to the retirement benefit schemes is to make the required
contributions under the scheme. The Group made contributions to
the retirement benefits schemes of approximately HK$13,839,000
(2013: approximately HK$9,029,000) for the year ended 31 December
2014.
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REBAMBRBEBENEGEREEZ MARE
ST E - RESFEINBEERZITAZEHH
Eed  BAEENEESFRIZE - ~5EH
RAAK AR S%EFTEELHK - WHES
EHREER - BEREESEMHRER
REAOBT(BZE—Z—F AR RE
B1,5008m (B - —MENAife) o

RAREFBEK LN EARMNIES AH
R B B AE Y B K B IR AR K AR A ET 8 A9
KE - FEMNBARIEABHEENFSH
ETEDLLRBAKRENGEIHRK - LAEZ
EINEAREEEES - AEBEHENK
BAGTEIEENE —BEERBEED
BENER - BE-_ZT-—NF+_A=1+—
HIEFE - NEBEDRKEHESIHRL
13,839,000 7T ° (ZZT—=4F : #J9,029,0007%
JT) °
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2013
—E—=F
Notes HKS$'000
Bk THETT
Non-Current Assets FREBEE
Investment in a subsidiary RHTB A RIEE 135,000
Current Assets REBEE
Prepayments, deposits and other TERFRIE ~ e R EAME
receivables WsRIE -
Amounts due from subsidiaries FEUSE B A R IE @) -
Current Liability REAE
Other payables and accruals H AT FRIE KRR E A 73
Net Current Assets (Liabilities) ERBEERR) (73)
Net Assets BEE 134,927
Capital and Reserves EXRf#EiE
Share capital [N 1
Reserves e (b) 134,926
Total Equity RS 134,927
Notes: PR -
(@ The amounts due from subsidiaries are unsecured, carry prevailing market @) MEUYHEARFIEERR  RRITMS AR
interest rate and are repayable on demand. BUANREREREE -
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Notes: (continued) Bz : (48)
(b)  Movements in reserves () EEEES
Share Accumulated
premium losses Total
BERE Efy &%

HK$'000 HKS'000 HK$'000
AT AT FAT

As at 16 August 2013 RIZE—=5F

(date of incorporation) VAV R ey =!
(FEAZ B HR) = = =
Issue of shares BITIRD 134,999 = 134,999

Loss and total comprehensive B EREmAS

expense for the period k) = (73) (73)

As at 31 December 2013 RIE—=F
+=-—A=+—8 134,999 (73) 134,926

Loss and total comprehensive FEEBBIEEEBY

expense for the year 4azE = (12) (12)
Issue of new shares (Note 29(d)) BT (P 3E29(d)) 183,500 - 183,500
Share issue expenses BN TRI (13,679) = (13,679)
Capitalisation issue of shares (Note 29(e)) B&1D RO & AL 3577 (FIFE29(e)) (1,499) - (1,499)

As at 31 December 2014 KT —MF
+=—RA= 303,321 (85) 303,236
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Particulars of the Company’s subsidiaries are as follows:

Name of subsidiaries

Place of
incorporation/
establishment

Issued and

fully paid

share capital/
registered capital

RABIMB AR ZFEERTIWT

Percentage of equity

interest/voting power

attributable to the Company

Principal activities

152

ML, ERITRERE BNEEN
P8 2 ) & AR RE&/EMEXR R/ REEADL TEXK
Direct Indirect
B GEE3
Windrider Technology Company Limited The BVI Ordinary shares 100% - Investment holding
RERTES US$100 REER
E@ER100ETT
Techwide Management Company Limited ~ The BVI Ordinary shares - 100%  Investment holding
RBRLES US$100 REER
EBARI00ETT
Wai Chi Electronic Technology Management  Hong Kong Ordinary shares = 100%  Investment holding
Company Limited BB HK$100,000 RERR
FEEETFRREEBRAR 3@k 100,00078 7T
Ecosquare Energy Company Limited The BVI Ordinary shares = 100%  Investment holding
RERTAHS US$100 REER
E@R100ETT
Wai Chi Energy Services Company Limited Hong Kong Ordinary shares - 100%  Investment holding
BEHRERBERAR BB HK$100,000 REER
& 3#A%100,0007% T
Alled Solution Company Limited The BVI Ordinary shares = 100%  Investment holding
RBRAHE Us$100 REER
EiER100%ETT
Wai Chi Group (HK) Limited Hong Kong Ordinary shares = 100%  Investment holding
FEEREERAF B HK$135,100,000 REER
135,100,000 7T
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Issued and
Place of fully paid Percentage of equity
incorporation/ share capital/ interest/voting power
Name of subsidiaries establishment registered capital attributable to the Company Principal activities
R, BETRARE )
) PNCIRCEE R RE&,EMER RE RERASL TEEB
Direct Indirect
H# A
Wai Chi Opto Technology Limited Hong Kong Ordinary shares = 100%  Trading of LED backlight
BEAXEERAF BB HK$62,380,000 and lighting products
il BELEDE L RIRAA
62,380,000 7T Em
BELRECEINBE AT (Note a) (FifzFa) The PRC Registered capital = 100%  Manufacture and sale
H RMB97,128,000 of LED backlight and
SRE AR lighting products
AR#97,128,000 B RHELFDE XK
RAAEm
ZEENRE(EE)BRAR The PRC Registered capital - 100%  Provision of LED lights
H RMB30,000,000 installation services
AMER RELEDIRIAR R R
AE#30,000,000
FAEERAERAR The PRC Registered capital - 100%  Manufacture and sale of
(‘Shenzhen Lightings’) H RMBS5,000,000 LED lighting products
AT EERABRAR] AMER SUE R 3HELEDIRAA
(RIEReA]) AR #5,000,000 Em
R BRI AR A The PRC Registered capital - 100%  Energy management
(‘Beijing Senhuan’) H RMB5,800,000 business
I RREH R BR AT AR RRERER
([ERHE) AR 5,800,000
BMNEXETERAA The PRC Registered capital = 100%  Manufacture and sale
R RMB144,113,349 of LED backlight and
AR lighting products
AR 144,113,349 BUERHELEDE K K
RAAEm
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Name of subsidiaries

Place of
incorporation/
establishment

Issued and

fully paid

share capital/
registered capital

Percentage of equity
interest/voting power

attributable to the Company Principal activities

FMRL BETREE EATEN
WEL R AR RIS BAEMER R RERAESL TEER
Direct Indirect
HiZ CiEE
BEREREBB(EMN)ERARF The PRC Registered capital = 100%  Manufacture of moulds
2 US$3,720,000 SUERAE
AMER
3,720,000 7T
BMNLEREREBERAR The PRC Registered capital - 100%  Manufacture and sale of
H RMB4,838,290 LED backlight products
AR S RHELEDS K
AEH4,838,290 Em

None of the subsidiaries had issued any debt securities at the end of

the year.

Note:

(@)  The entity is wholly foreign owned enterprise established in the PRC.

BEN B A RRNERBITEMNERES

@ REBA/NTBEKILZIEGEEDRE -
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PARTICULARS OF PROPERTIES

Property Floor Area Usage
L/ES HE Az
(sq.ft)
(FAR)
An Industrial complex located in sanxu Village and 1,807,709  The Group occupied for industrial use
Meihua Village, Luoyang Town, Boluo County, REBLREIZEAZ
Huizhou, Guangdong Province, the PRC
— AR B E R BN T B R EG =17 &
HBER 2 TEE
A Land Parcel located in Yanjiahe Village, Xiaoita, 595,595 A bare site and pending for future

Yiling District, Yichang, Hubei Province, the PRC
— IR A BIEE B B RER
ANESESSE STV N b

development
ZEYE  FHEER
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FINANCIAL SUMMARY

2013 2012 2011
—F—=F —ZFT——F —FT—F
HK$'000 HK$'000 HK$'000
BT BT FET
Turnover L] 894,033 753,655 746,978
Cost of sales HER A (668,706) (575,749) (581,304)
Gross profit EF 225327 177,906 165,674
Operating expenses KBRS (155,768) (129,819) (118,294)
Profit before tax R A0 A5 69,559 48087 47,380
Income tax expense FrEfiF (14,369) (7,122) (4,762)
Profit for the year FEFE 55,190 40,965 42618
Earnings per share FREF
Basic and diluted (HKS) AEARREE(EIT) 066 N/AERE  N/ATEA
Assets and liabilities EERERE
Non-current assets ERBEE 340,484 296,081 266,774
Current assets MENEEE 842,349 771,259 656,105
Current liabilities RENEE (727,832) (777,425) (727,630)
Total assets less current liabilities BEERAEBAR 455,001 289,915 195,249
Non-current liabilities EmEEE (34,548) (9,407) 617)
Net Assets BEFE 420,453 280,508 194,632
Capital and reserves EXR#E
Share capital &N 101 100 100
Reserves 1 420,352 280,408 194,532
Total Equity R 420453 280,508 194,632
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