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CHAIRMAN’S STATEMENT
TRBEE

For and on behalf of the board of Directors (the “Board”), |
would like to present the annual report of the Company and
its subsidiaries (collectively the “Group”) for the year ended 31
December 2017.

RESULT ANALYSIS AND BUSINESS REVIEW

2017 witnessed the rapid development in the Group’s
operation. With the acceleration and anticipated growth in
the global economy, the positive momentum in the economic
growth of the developed economies, the stabilization and
recovery of the emerging markets and developing economies,
and the positive results of the structural adjustment of
China’s economy, the flexible printed circuit (“FPC") industry
wellcomed rare development opportunities. It is expected that
following the commencement of the commercial application
of 5G and the continuous expansion of new application fields
of FPC, more products such as display modules, new energy
vehicles, wireless charging and smart wearable devices will
incorporate FPC design. The FPC industry is expected to see
frequent capital injections, production expansions, mergers and
reorganizations and increased demand in technical difficulties
and quality of products. The competition in the FPC market will
become more and more intense.

The Group recorded turnover of approximately
HK$1,118,838,000 in the financial year of 2017, representing
an increase of approximately 36.16% as compared to that
of last year (2016: approximately HK$821,662,000). Profit
attributable to owners of the Company for the year ended
31 December 2017 was approximately HK$79,016,000,
representing an increase of approximately 182.76%
as compared to that of last year (2016: approximately
HK$27,944,000). As at 31 December 2017, basic earnings
per share was approximately HK6.62 cents, representing an
increase of approximately 143.38% as compared to that of last
year (2016: approximately HK2.72 cents).
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CHAIRMAN’S STATEMENT
TEH/REF

During the year under review, due to staggering growth
in demand from domestic customers, the Group recorded
a significant increase in the sales of FPC business, which
gradually realised the benefits of economies of scale. The
sales of flexible packaging substrates business also recorded
a significant increase, and its gross profit margin increased
to approximately 13.95% (2016: approximately 2.57%). The
increase in the overall results of the Group was hard-earned,
which reflects recognition in the core capacity of the Group by
the market and customers. The Group will bring better returns
for the market and customers.

During the year under review, the Group’s investment
in research and development decreased. The research
and development expenses decreased to approximately
HK$79,882,000, representing a decrease of approximately
13.29% as compared to that of last year. The decrease in
research and development expenses was mainly attributed to
the completion of the major development tasks for the “02”
major project titled “Development and Industrialization of
Tape High-Density and Ultra-Thin Flexible Packaging Substrates
Technology” ((BHABBEBEXUHRER T BMEFEERE
{£) ) under National Science and Technology Major Project for
the year 2014 undertaken by the Group and the on schedule
completion of certain major specifications in year 2016, which
resulted in a significant decrease in the expenses incurred for
the “02" major project.

During the year under review, the Group continued its
cooperation with the substantial shareholder, GoerTek Inc.
("GoerTek").
FPC and flexible packaging substrates of approximately
HK$120,009,000 (2016: approximately HK$90,822,000) to
GoerTek, representing a year-on-year growth of approximately
32.14%.

During the year under review, the Group sold
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CHAIRMAN’S STATEMENT
TRBEE

On 13 March 2017, the Company completed the issue
of 246,867,500 rights shares (“Rights Shares”) to the
qualifying shareholders by way of rights (“Rights Issue”),
at the subscription price of HK$0.55 per Rights Share.
The net proceeds from the Rights Issue was approximately
HK$133,506,000. In addition, on 29 November 2017,
the Company entered into a subscription agreement with
Alpha Luck Industrial Limited (“Alpha Luck”),
shareholder of the Company, and a subscription agreement

a controlling
with Suzhou Anjie Technology Co. Ltd (“Anjie Technology”),
respectively, pursuant to which Alpha Luck and Anjie
Technology respectively subscribed for 103,900,000 shares and
200,000,000 shares at the subscription price of HK$1.50 per
share (collectively the “Subscriptions”). The net proceeds of
the Subscriptions were approximately HK$454,900,000. The
Subscriptions were simultaneously completed on 30 January
2018. Through the raising of funds, the Group strengthened its
capital base and financial strength and laid a sound foundation
for the Group’s future development.

Looking into 2018, it is expected that the share of China's
key mobile phone manufacturers in the global market will be
maintained and uplifted. The Group is confident to maintain
and increase its share of supply to major customers and
expects to benefit from the growth of such customers. In
addition, following the Group’s investments in response to
the new and maturing application fields of FPC and flexible
packaging substrates such as display modules, new energy
vehicles, wireless charging and smart wearable devices, the
Group expects to achieve greater development in these
new application fields. The management of the Group will
strive to seize the opportunities, overcome the difficulties
and continuously improve the operation results, so as to
present satisfactory results and bring favourable returns to its
shareholders.
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CHAIRMAN’S STATEMENT
TEH/REF

APPRECIATION

Mr. Zhao Xiao does not seek for renewal of his term of office
as an independent non-executive director, the chairman of the
remuneration committee, a member of the audit committee
and a member of the nomination committee of the Company
after its expiration on 25 February 2018 due to his other
business commitments. On 30 January 2018, Mr. Wang
Chunsheng was appointed as a non-executive director of the
Company.

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

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

AKM Industrial Company Limited
Xiong Zheng Feng
Chairman

Hong Kong, 20 March 2018
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DIRECTORS AND SENIOR MANAGEMENT OF THE GROUP
AEBEEREREEE

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

DIRECTORS

Executive Directors

Mr. Xiong Zheng Feng (R&IEI£), aged 48, is the chairman
of the Company and an executive Director. In July 1992, he
graduated from the Department of Computer Science of
K2 (Nankai University) and obtained his bachelor degree in
science. He then obtained his master degree in economics from
R R B &L EAPT (Nankai University School of Economics)
in July 1995. Mr. Xiong joined FEIILF TEHR QA (FIH
F 4L 5 T %22 a]) (China North Industries Corporation) in
August 1995 and took up the post of deputy general manager
of FEIIL S T EP A A (China North Industries Xiamen
Corporation) from October 1999 to November 2000. From April
2003 to January 2011, he was an alternate director of Raymond
Industrial Ltd, a company whose shares are listed on the Stock
Exchange of Hong Kong, and is a non-executive director since
January 2011. In November 2000, Mr. Xiong joined Silver
City International (Holdings) Ltd. (SREBEK (£B8) AR A A])
("Silver City"), the controlling shareholder of the Company, as
assistant General Manager and was promoted to the position
of Deputy General Manager of Silver City in March 2004. He is
also a director of Alpha Luck Industrial Limited (Z#E 2 AR A
7)), the controlling shareholder of the Company, since March
2001. Mr. Xiong is also a director of the subsidiaries of the
Group, namely AKM Electronics Industrial (Panyu) Ltd. and AKM
Electronic Technology (Suzhou) Company Limited. Mr. Xiong
joined the Company in March 2001 and is responsible for
the Group’s corporate policy formulation, business strategies
planning, business development and management of the
Group. Save as disclosed above, Mr. Xiong does not hold any
directorship in other listed companies in the past three years,
and does not have any other relationship with any directors,
senior management, substantial shareholders, or controlling
shareholders of the Company.
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DIRECTORS AND SENIOR MANAGEMENT OF THE GROUP
rEBEERSREEE

Non-executive Director

Ms. Li Ying Hong (Z=BRAL), aged 54, was appointed as an
executive Director on 10 June 2003 and was re-designated as
a non-executive Director since 5 September 2014. In July 1985,
Ms. Li obtained her bachelor degree in corporate finance and
accounting from JT PB4 26T (Jiangxi College of Finance).
In May 2003, she obtained her master degree in international
management from Australia National University. During
the period from August 1985 to February 2003, Ms. Li was
employed as, amongst other roles, deputy chief accountant,
deputy general manager and chief accountant of FE &
T2 F (China Wanbao Engineering Corporation). From
March 2001 to April 2003, she was a director for 1t 57 B &
ERR 1 B R A7) (Norinco International Cooperation Company
Limited), a company listed on the Shenzhen Stock Exchange
in China. She was a non-executive director of Raymond
Industrial Ltd. (a company whose shares are listed on the
Stock Exchange of Hong Kong) from July 2008 until 26 May
2017. In June 2003, Ms. Li joined Silver City, the controlling
shareholder of the Company, as a director, deputy general
manager and financial controller, and ceased to be the financial
controller of Silver City since January 2016. At the same time,
she joined the Company and is responsible for the Group's
corporate policy formulation, business strategies planning,
business development and management of the Group.
Ms. Li is a director of the subsidiaries of the Group, namely,
AKM Electronics Industrial (Panyu) Ltd. and AKM Electronic
Technology (Suzhou) Company Limited. Save as disclosed
above, Ms. Li does not hold any directorship in other listed
companies in the past three years, and does not have any other
relationship with any directors, senior management, substantial
shareholders, or controlling shareholders of the Company.
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DIRECTORS AND SENIOR MANAGEMENT OF THE GROUP
AEBEEREREEE

Mr. Gao Xiaoguang (S B ), aged 42, is currently vice
general manager of GoerTek Inc. (“GoerTek”), a substantial
shareholder of the Company. Mr. Gao graduated from
Shandong Institute of Technology (1L & T2 £ %) in July 1998
and obtained his master degree in business administration from
Southern Cross University in 2006. Mr. Gao joined GoerTek
in 2001. Mr. Gao was appointed as non-executive Director of
the Company on 12 March 2015. Mr. Gao does not hold any
directorship in other listed companies in the past three years,
and does not have any relationship with any other directors,
senior management, substantial shareholders, or controlling
shareholders of the Company.

Mr. Jia Junan (EE %), aged 47, is currently vice general
manager of and secretary to the board of directors of GoerTek.
He graduated from Shandong Institute of Finance and
Economics (LU BFBE BT ) in July 1993 with a bachelor degree
in economics and obtained his master degree in economics
from Shandong University (LI Z X2 )in 2003. Mr. Jia obtained
a doctorate degree in economics in 2008 from Xiamen
University (JEFSAXE) . He is a member of The Association of
Chartered Certified Accountants and a member of The Chinese
Institute of Certified Public Accountants. Mr. Jia obtained a
qualification certificate for secretary to board of directors (&
EEWEERFE)issued by the Shenzhen Stock Exchange
in 2013. Mr. Jia was previously manager of tax department
of KPMG China, Tsingdao office, and he joined GoerTek in
2010. Mr. Jia was appointed as a non-executive Director of the
Company on 17 November 2015. Mr. Jia does not hold any
directorship in other listed companies in the past three years,
and does not have any relationship with any other directors,
senior management, substantial shareholders, or controlling
shareholders of the Company.
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DIRECTORS AND SENIOR MANAGEMENT OF THE GROUP
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Mr. Wang Chunsheng (£ &%), aged 43, graduated
from School of Mechanical Design and Engineering, Jiangsu
University of Science and Technology (JT &k 32 T K B2 # i 3%
ST TRERR)in June 1998. Mr. Wang joined Suzhou Anjie
Technology Co. Ltd (N & 2 & AR 7 B R 2 a8) (“Anjie
Technology”) (a substantial shareholder of the Company)
in 2000 and is currently the chairman of the board of Anjie
Technology (which is listed on the Shenzhen Stock Exchange
with stock code 002635). Mr. Wang was appointed as
non-executive Director of the Company on 30 January 2018.
Mr. Wang does not hold any directorship in other listed
companies in the past three years, and does not have any
relationship with any other directors, senior management,
substantial shareholders, or controlling shareholders of the
Company.

Independent non-executive Directors

Mr. Hung Chi Yuen Andrew (7 3&), aged 49, is currently
the director of Norton Rowland CPA Limited. He received his
professional training in Deloitte Touche Tohmatsu and has
worked for UBS Investment Bank as business unit controller for
seven years. Mr. Hung was awarded the degree of Bachelor of
Arts in Accountancy by The Hong Kong Polytechnic University
(formerly known as the Hong Kong Polytechnic) and the degree
of Master of Applied Finance by the University of Western
Sydney. Mr. Hung is a practicing Certified Public Accountant,
an associate member of The Hong Kong Institute of Certified
Public Accountants, and a fellow member of The Chartered
Association of Certified Accountants. Mr. Hung is also an
independent non-executive director of FDG Kinetic Limited
(formerly known as CIAM Group Limited), a company listed
on the Main Board of the Stock Exchange, since 1 July 2008.
Mr. Hung was appointed as an independent non-executive
Director since 17 October 2011. Save as disclosed above,
Mr. Hung does not hold any directorship in other listed
companies in the past three years, and does not have any
relationship with any other directors, senior management,
substantial shareholders, or controlling shareholders of the
Company.
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DIRECTORS AND SENIOR MANAGEMENT OF THE GROUP
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Mr. Cui Zheng (##%), aged 63, is currently the supervisor
of the academic committee of the Suzhou Institute of Nano-
Tech and Nano-Bionics, Chinese Academy of Science (/R E &}
B BT &R N 40 0K 3 4l BB 49 2K (5 LE B 9T FT) and the supervisor of
the Printable Electronics Research Center (ENfR| & ¥ 2 #f 3¢
#B)at the Suzhou Institute of Nano-Tech and Nano-Bionics.
Mr. Cui obtained his doctorate degree in engineering from
Southeast University (B K 2)in 1988. He is a fellow of
the Institution of Engineering and Technology (previously the
Institution of Electrical Engineers) since 2004. He is also a State
Specially Recruited Expert under the “1000 Talent Plan” of
the Government of the People’s Republic of China since 2009.
He is also the vice secretary-general of National Innovation
Association of Printed Electronics Industrial Technology (& E
ENRIE FEZEFMAIFER), and vice president of Touch
Screen Advisor Committee of SEMI China (regional office of
Semiconductor Equipment and Materials International). Mr. Cui
was elected “Scientific Chinese” of Year 2010. Mr. Cui was
previously a visiting fellow at the Cavendish Laboratory of
the University of Cambridge. Further, he was also previously
Principal Scientist at the Central Microstructure Facility of
Rutherford Appleton Laboratory in the United Kingdom.
Mr. Cui was appointed as an independent non-executive
Director on 3 May 2016. Save as disclosed above, Mr. Cui does
not hold any directorship in other listed companies in the past
three years, and does not have any relationship with any other
directors, senior management, substantial shareholders, or
controlling shareholders of the Company.
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DIRECTORS AND SENIOR MANAGEMENT OF THE GROUP
rEBEERSREEE

Mr. Zhao Xiao (#®), aged 51, is the chief economist of
Cypress Leadership Institute (B8 % J##) . He graduated
from Shandong University (1L & X £) in July 1989 with a
bachelor degree in economics and obtained a master degree in
economics in July 1995 from Institute of Economic Research of
Nankai University (Fa 5 K245 FTFT) . Mr. Zhao obtained a
doctorate degree in economics in 1999 from Guanghua School
of Management of Beijing University (It R K2} EEFE S
B%T). Mr. Zhao is an expert committee member of & B 5= i &
(¥meEXEMBMEIEEZ E L (transliteration “Committee
of Industry and Market Research of the China Real Estate
Association”). He is also a special research fellow of China
Society of Economic Reform (B4 EEEHI N EMITE). He
was previously a professor and doctoral supervisor of University
of Science and Technology Beijing (4t EEHZ K E) . Further,
he had previously worked for the former State Economic and
Trade Commission Research Centre (Bl R & B Z W 55 L)
and was head of Department of Macro Strategy, Research
Centre of State-owned Assets Supervision and Administration
Commission of the State Council (BI#pz Bl & Z 78 0 7= 8
BiEE L) . Mr. Zhao is also an independent director of Wanda
Cinema Line Co., Ltd (BEE & @D B R A7) (a company
listed on the Shenzhen Stock Exchange with stock code 2739),
since 30 November 2012. Save as disclosed above, Mr. Zhao
does not hold any directorship in other listed companies in the
past three years, and does not have any relationship with any
other directors, senior management, substantial shareholders,
or controlling shareholders of the Company. Mr. Zhao was
appointed as an independent non-executive Director on 16
February 2015 and his term of appointment has expired on 15
February 2018, and Mr. Zhao did not seek for renewal of his
term of office due to his other business commitments. (Relevant
disclosure in relation to Mr. Zhao's cessation of office had been
made in the announcement of the Company dated 15 February
2018).
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DIRECTORS AND SENIOR MANAGEMENT OF THE GROUP

AKBEERS

CHIEF EXECUTIVE OFFICER

Mr. Chai Zhi Qiang (¥ ), aged 57, is the chief executive
officer of the Company. He was previously an executive
Director and has retired as an executive Director on 26 May
2017. In January 1982, he graduated from the ¢ % fit
B ¥ (Faculty of Laser Technology) of & & 3t B 15 % 1 4 2
Bt (Changchun Institute of Optics and Fine Mechanics) and
obtained his bachelor degree in engineering. He then obtained
his #5272 (Certificate on continuing education) from the
BEFBREIEBR (Hong Kong Sino-Australia Management
College) in June 2001. From February 1982 to September
1992, Mr. Chai was employed by the L& & % M B ¥
%22 B (Shuguang Appliances Factory of Yangzhou City,
Jiangsu Province) as engineer and branch-factory manager. He
then joined SRF (BM) ETFEEEEEMR A A (Alpha Luck
Electronic & Electric Appliance Industrial (Guangzhou) Ltd.) in
October 1992 as project manager. In January 1994, Mr. Chai
joined the Company and is responsible for research and
development and overall management of the Group. Mr. Chai
has over 25 years of experience in the flexible printed circuit
production industry. Mr. Chai is a director of the subsidiaries of
the Group, namely, AKM Electronics Industrial (Panyu) Ltd. and
AKM Electronic Technology (Suzhou) Company Limited.

COMPANY SECRETARY

Ms. Hung Ching Yuen GE&E),
secretary of the Company. Ms.

aged 38, is the company

Hung graduated from the
University of Hong Kong and obtained her Bachelor of Laws
degree and Postgraduate Certificate in Laws in 2001 and 2002
respectively. She obtained her Master of Laws degree from
University College London in 2003. Ms Hung is a solicitor
practicing in Hong Kong since 2006 and was appointed as the
company secretary on 13 June 2011.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWE DN

FINANCIAL REVIEW

For the year ended 31 December 2017, the turnover of the
Group was approximately HK$1,118,838,000, representing
an increase of approximately 36.16% as compared to
approximately HK$821,662,000 of last year. The increase in
turnover was mainly due to the staggering growth in demand
from the customers of the FPC business and the flexible
packaging substrates business, which resulted in significant
increase in the sales of FPC and flexible packaging substrates.
As the gross profit margin for the FPC business decreased due
to the decrease in price of the FPC products and the increase
in price of raw materials, the overall gross profit margin for the
year decreased to approximately 19.68% (2016: approximately
21.33%).

Profit attributable to owners of the Company for the year
ended 31 December 2017 was approximately HK$79,016,000,
while profit attributable to owners of the Company in 2016
was approximately HK$27,944,000, representing an increase of
approximately 182.76%. The significant increase in profit was
mainly due to the significant increase in the sales volume of
both of the FPC business and the flexible packaging substrates
business. The cumulative revenue from the FPC business and
the flexible packaging substrates business of the Group for the
year recorded a year-on-year growth of approximately 34.58%
and 153.93% respectively. During the year under review, gross
profit margin for FPC business decreased to approximately
20.31% (2016: approximately 22.39%) due to the decrease in
FPC product price and the increase in price of raw materials,
while gross profit margin for flexible packaging substrates
business increased to approximately 13.95% (2016: 2.57%).

For the year ended 31 December 2017, the other income
of the Group amounted to approximately HK$17,874,000,
representing an increase of approximately 18.86% as compared
with that of last year. The increase in other income was mainly
attributed to the increase in government subsidies and interest
income.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWE DM

For the year ended 31 December 2017, the distribution costs
of the Group amounted to approximately HK$16,760,000,
representing an increase of approximately 5.43% as compared
with that of last year. The increase in distribution costs during
the year under review was mainly attributed to (i) the increase
in labour costs for additional labour force resulted from the
increase in sales, and (ii) the increase in transportation expense
and express fee as compared with that of last year, which were
attributable to the increase in export and sales of products.

For the year ended 31 December 2017, the administrative
expenses of the Group were approximately HK$36,551,000,
representing an increase of approximately 14.75% as compared
with that of last year. The increase in administrative expenses
was mainly due to the increase in depreciation and salary
expenditure during the year under review.

For the year ended 31 December 2017, the research
and development expenses of the Group amounted to
approximately HK$79,882,000, representing a decrease of
approximately 13.29% as compared with that of last year. The
decrease in research and development expenses was mainly
attributed to the completion of the main development task
for the “02" Major Project undertaken by the Group and the
on schedule completion of certain major specifications, in year
2016, which resulted in a significant decrease in the expenses
incurred for the “02"” Major Project during the year under
review.

For the year ended 31 December 2017, the finance cost of the
Group amounted to approximately HK$2,850,000, representing
a decrease of approximately 45.17% as compared with that of
last year. The significant decrease in finance cost was mainly
due to the significant decrease in bank borrowings.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWE DN

BUSINESS REVIEW

The Group is principally engaged in the manufacturing and
sale of FPC, flexible packaging substrates and their respective
components, which are used in electronic products.

For the year ended 31 December 2017, the turnover of
the Group amounted to approximately HK$1,118,838,000,
representing an increase of approximately 36.16% as compared
to approximately HK$821,662,000 of 2016. The increase in
turnover was mainly due to the staggering growth in demand
from the customers of the FPC business and the flexible
packaging substrates business, which resulted in significant
increase in the sales of FPC and flexible packaging substrates.
During the year under review, the turnover of the Group for
the sales of FPC and the sales of flexible packaging substrates
were approximately HK$1,048,429,000 and HK$49,789,000
respectively, while the turnover for sales of FPC and the
sales of flexible packaging substrates for the year ended 31
December 2016 were approximately HK$779,019,000 and
HK$19,607,000 respectively. In 2017, the profit attributable
to the owners of the Group amounted to approximately
HK$79,016,000, representing an increase of approximately
182.76% as compared with approximately HK$27,944,000
in 2016. The significant increase in profit was mainly due to
significant increase in the sales volume of both of the FPC
business and the flexible packaging substrates business.

During the year under review, the turnover for the FPC business
of the Group increased by approximately 34.58% as compared
with that of last year, while its gross profit margin decreased
to approximately 20.31% (2016: approximately 22.39%)
due to the decrease in FPC product price and the increase in
price of raw materials. The turnover for the flexible packaging
substrates business increased significantly by approximately
153.93% as compared with that of last year, while its gross
profit margin increased to approximately 13.95% (2016:
approximately 2.57%).
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWE DM

The Group has proactively reduced and adjusted the trading
business of electronic components since 2015 in order to
minimize the risks of its trading business. Since 2016, the
trading business of electronic components no longer had a
material impact on the Group’s business development and
business risks. During the year under review, the Group
entered into an equity transfer agreement with a buyer for the
disposal of its 75% equity interests in Giant Rise Technology
Limited (“Giant Rise”), a then subsidiary of the Group, and the
disposal was completed in May 2017. The buyer is the ultimate
shareholder of the non-controlling shareholder that holds 25%
equity interest in Giant Rise. Giant Rise and its wholly-owned
subsidiary, Shenzhen Giant Rise Electronics Company Limited,
were the principal operating entities for the Group’s business
of sourcing and sale of electronic components. The business
of sourcing and sale of electronic components is no longer
regarded as one of the Group’s principal activities upon the
completion of the disposal. In view of the relatively insignificant
revenue contributed by the Group’s business other than FPC
and flexible packaging substrates business that should be
included in turnover in accordance with applicable accounting
standards, all revenue from the business of sourcing and sale
of electronic components is now classified under the category
of “Other”
revenue from the business of sourcing and sale of electronic

. During the year under review, the Group’s

components was appropriately HK$20,620,000, accounting for
approximately 1.84% of the Group's total sales.

During the year under review, the Group entered into an
equity transfer agreement with an independent third party
for the disposal of 70% equity interests in New Career
Guangzhou Electronics Company Limited (“New Career”).
New Career was engaged in the manufacture and sale of an
optional component of flexible packaging substrate since 2013.
However, due to its product structure adjustment, New Career
has gradually transformed the application of its major products
which become no longer widely adoptable by the Group in
recent years. Hence, the Group reduced its investment in New
Career by the said disposal which was completed on 17 May
2017. The Group retains 30% equity interests in New Career
after completion of the said disposal and New Career became
an associate of the Group on the same date.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWE DN

During the year under review, the Group continued to
implement the strategy of “developing major customers and
focusing on principal businesses”, with better results achieved
in the strategy of developing major customers, as the sales to
major customers recorded significant growth. Meanwhile, the
Group adjusted the structure of its principal activities, and has

further optimized the Group’s business structure.

During the year under review, the staggering growth in
demand from domestic customers resulted in a significant
growth in the sales of FPC business of the Group as compared
with that of last year,
positive effects gradually achieved by the Group’s strategy for
developing major customers, the increased order levels from
major customers, as well as the gradual realisation of the

which was mainly attributable to

benefit of economy of scale. The sales of flexible packaging
substrates business of the Group also recorded a significant
growth as compared with that of last year, and gross profit
margin of the business also improved. This was mainly due
to the relatively good progress attained in acquiring new
customers. Nevertheless, economies of scale for the flexible
packaging substrate business is yet to be achieved due to the
significant upfront investments incurred and the high level of
fixed costs and staff costs. There is still relatively large room for
improvement for the flexible packaging substrate business.

During the year under review, the Group’s investment
in research and development decreased. The research
and development expenses decreased to approximately
HK$79,882,000, representing a decrease of approximately
13.29% as compared with that of last year. The decrease in
research and development expenses was mainly attributed
to the completion of the main development tasks for the
“02" Major Project undertaken by the Group and the on
schedule completion of certain major specifications in year
2016, which resulted in a significant decrease in the expense
incurred for the “02” Major Project during the year under
review. In the meantime, due to the continuous increase of
new application fields of FPC and flexible packaging substrates
and the continuous uplift of requirements in product structure
and complexity by downstream customers, the Group will
continue to increase investment in research and development
to continuously uplift technology standard and technical
capability, to conduct research and development in new
materials, new products and new production techniques and
automation transformation in equipment.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWE DM

On 6 December 2016, the Company (for itself and on behalf of
its subsidiaries) and GoerTek Inc (“GoerTek”, for itself and on
behalf of its subsidiaries) entered into the Renewed Purchase
Agreement (“Renewed Purchase Agreement”) in relation to
the transactions for selling of parts, components and other
products (including but not limited to FPC products) for a
term commenced from 1 January 2017 and expiring on 31
December 2019. Such transactions constituted non-exempt
continuing connected transactions of the Company under
the Listing Rules. The Renewed Purchase Agreement and the
transactions contemplated thereunder, as well as the annual
caps for each of the year ending 31 December 2017, 31
December 2018 and 31 December 2019 were approved by
the independent shareholders at the extraordinary general
meeting of the Company held on 16 January 2017. Details of
the terms of the Renewed Purchase Agreement, the continuing
connected transactions and the annual caps were disclosed in
the Company’s announcement dated 6 December 2016 and
the circular dated 29 December 2016. During the year under
review, the Group sold FPC and flexible packaging substrates
products of approximately RMB103,988,000 (equivalent
to approximately HK$120,009,000) to GoerTek and its
subsidiaries, representing an increase of approximately 32.14%
as compared with that of last year (2016: approximately
RMB77,735,000 (equivalent to approximately HK$90,822,000)).

On 13 March 2017, the Company completed the issue
of 246,867,500 rights shares (“Rights Shares”) to the
qualifying shareholders by way of rights (“Rights Issue”),
at the subscription price of HK$0.55 per Rights Share.
The net proceeds of the Rights Issue was approximately
HK$133,506,000. Details of the Rights Issue were disclosed
in the Company’s announcements dated 25 January 2017, 9
February 2017 and 13 March 2017 as well as the prospectus
dated 20 February 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWE DN

On 29 November 2017,
subscription agreement with Alpha Luck Industrial Limited

the Company entered into a

("Alpha Luck”), the controlling shareholder of the Company,
and a subscription agreement with Suzhou Anjie Technology
Co. Ltd ("Anjie Technology”), respectively, pursuant to which
Alpha Luck and Anjie Technology respectively subscribed
for 103,900,000 shares and 200,000,000 shares at the
subscription price of HK$1.50 per share (collectively the
“Subscriptions”). The Subscriptions were simultaneously
completed on 30 January 2018. The net proceeds of the
Subscriptions of approximately HK$454,928,000 is scheduled to
be utilised for: (i) construction of a new intelligent factory for
FPC (“New Factory”) and the establishment of new production
lines in the New Factory; (ii) expanding the production
capacities and enhancing production capabilities of the Group’s
existing production plant of FPC products by acquiring new
machineries and continuously improving and developing
production techniques through research and development; (iii)
enhancement of production capacities and capabilities of the
Group’s flexible packaging substrates products by acquiring
new machineries and continuously improving and developing
production techniques through research and development
and (iv) general working capital of the Group. Details of the
Subscriptions were disclosed in the Company’s announcements
dated 29 November 2017, 9 January 2018 and 30 January 2018
and the circular dated 20 December 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS
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OUTLOOK

The Group has become an authorised supplier for a number
of world-renowned manufacturers. To meet the requirements
of the supply chain system of such customers, the Group has
established two production bases: Southern China Guangzhou
Factory and Eastern China Suzhou Factory. The Group has
also established sales centre, research and development
centre, supply chain management department, etc. which are
independent from the production system. With the gradual
uplift of technology capabilities, production capability and scale
of FPC business and flexible packaging substrates business, the
Group’s capability to satisfy the “one-stop demand” of such
customers has also been largely improved.

Following the stable enhancement in the Group’s capability to
serve major international customers, the Group is confident
to maintain a reasonable customer structure through market
exploration and to improve the share of supply to its major
customers. Following the Group’s continuous increase of
investment in the new application fields of FPC and flexible
packaging substrates and the foreseeable achievement in the
research and development of the production technologies, the
Group is confident to face the dramatic changes in the market,
seize the market opportunities and to continuously improve the
operation conditions of FPC and flexible packaging substrates.

LIQUIDITY AND FINANCIAL RESOURCES

The Group financed its operations primarily with internally
generated funds from operating activities and existing bank
facilities. It is anticipated that the Group has sufficient working
capital to meet its present funding requirements. As at 31
December 2017, the outstanding loan balance for the Group
was approximately HK$67,976,000.
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MANAGEMENT DISCUSSION AND ANALYSIS
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EMPLOYEE

As at 31 December 2017, the Group had a total of 1,350
full-time employees based in Hong Kong and China (2016:
1,280 employees). For the year ended 31 December 2017, the
total labor costs (including Director’'s remuneration) for the
Group amounted to approximately HK$121,797,000 (2016:
approximately HK$106,042,000). The Group determines and
reviews the remunerations of its Directors and employees
based on their respective qualifications, experiences,
performances and the market rates, so as to maintain the
remuneration of the Directors and employees at a competitive
level. The Group participates in various defined contribution
retirement plans and insurance schemes in compliance with
the statutory obligations under the laws and regulations of
China and Hong Kong. The Directors believe that being one
of the most important assets of the Group, employees are
important contributors to the success of the Group. The Group
appreciates the importance of staff training, therefore, regular
trainings are provided to the employees to enhance their
technical and product knowledge. The majority of the Group’s
employees are stationed in China.

MATERIAL INVESTMENT

Save as disclosed in this report, the Group did not have any
material investments during the year ended 31 December 2017.

USE OF PROCEEDS FROM RIGHTS ISSUE

On 13 March 2017, the Company completed the issue of
246,867,500 Rights Shares to the qualifying shareholders by
way of rights at the subscription price of HK$0.55 per Rights
Share. The net proceeds of the Rights Issue were approximately
HK$133,506,000. As of 31 December 2017, approximately
HK$118,200,000 of the net proceeds of the Rights Issue had
been utilised, among which: (i) approximately HK$96,600,000
was utilised for the development of the Group’s flexible
packaging substrates business; and (ii) approximately
HK$21,600,000 was utilised for the general working capital of
the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS
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SUBSEQUENT EVENT

On 29 November 2017, the Company entered into a
subscription agreement with Alpha Luck, the controlling
shareholder of the Company, and a subscription agreement
with Anjie Technology, respectively, pursuant to which
Alpha Luck and Anjie Technology respectively subscribed for
103,900,000 shares and 200,000,000 shares (collectively
“Subscriptions”) at the subscription price of HK$1.50 per
share. The Subscriptions were simultaneously completed on
30 January 2018 and the net proceeds were approximately
HK$454,928,000. Details of the Subscriptions were disclosed
in the Company’s announcements dated 29 November 2017, 9
January 2018 and 30 January 2018 as well as the circular dated
20 December 2017.

Save as disclosed in this report, there were no other important
events affecting the Group that have occurred since 31
December 2017 and up to the date of this report.

MATERIAL ACQUISITIONS AND DISPOSALS

Save for (i) the disposal of 70% equity interests in New Career,
a then wholly-owned subsidiary of the Group; and (ii) the
disposal of 75% equity interests in Giant Rise, a then subsidiary
of the Group, the Group did not have any material acquisitions
or disposals of subsidiaries, associates and joint ventures during
the year ended 31 December 2017.

FUTURE PLANS RELATING TO MATERIAL
INVESTMENT OR PURCHASE OF CAPITAL ASSETS

Save as disclosed in this report, the Group did not have any
future plans for material investment or purchase of capital asset
as at 31 December 2017.
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PLEDGE OF ASSETS OF THE GROUP

As at 31 December 2017, bank deposits of approximately
HK$2,357,000 (as at 31 December 2016: approximately
HK$2,356,000) of the Group were pledged as collateral to
secure bank facilities granted to the Group. Trade receivables
of approximately HK$22,948,000 were pledged as collateral to
secure bank facilities granted to the Group (as at 31 December
2016: approximately HK$8,677,000).

As at 31 December 2017, land use rights and buildings
with carrying amounts of approximately HK$17,551,000
and HK$53,212,000 respectively (as at 31 December 2016:
approximately HK$16,818,000 and HK$51,171,000) were
pledged to secure the general bank facilities granted to the
Group.

CONTINGENT LIABILITIES

The Group had no material contingent liabilities as at 31
December 2017.

GEARING RATIO

As at 31 December 2017, the net cash and cash equivalents
of the Group amounted to approximately HK$89,288,000.
As at 31 December 2017, the gearing ratio of the Group was
approximately 41.78% (as at 31 December 2016: approximately
50.69%), which was calculated based on the Group’s total
liabilities of approximately HK$529,973,000 (as at 31 December
2016: HK$497,594,000) and the Group’s total assets of
approximately HK$1,268,416,000 (as at 31 December 2016:
HK$981,651,000).
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EXPOSURE TO FLUCTUATIONS IN EXCHANGE
RATES

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

DIVIDEND

The Directors recommend the payment of final dividend of HK1
cent per share for the year ended 31 December 2017 (2016:
nil) to the shareholders whose names appear on the register
of members of the Company on Friday, 8 June 2018. Subject
to the approval by the shareholders at the forthcoming annual
general meeting (the “AGM"), the proposed final dividend is
expected to be paid on or around Wednesday, 20 June 2018.

The register of members of the Company will be closed from
6 June 2018 to 8 June 2018 (both days inclusive) during
which period no transfer of shares will be effected. In order to
qualify for the final dividend, all properly completed transfer
forms accompanied by the relevant share certificates must be
lodged with the share registrar of the Company in Hong Kong,
Computershare Hong Kong Investor Services Limited at Shops
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road
East, Wanchai, Hong Kong no later than 4:30 p.m. on 5 June
2018.

Annual Report 2017

—E—LEER

B 205 B R B

REBANBHBARFHEAEZTREARE
B MAKRBZEERBBURETRARES
BBt *EEAAEIERAETRARK
FEBHAMEEZINERR - AEE &
XENFBHRREXENEXZHTEMAE
B 3 4 S BR AT ] SR 55 0 o e oh - AR®
FHERSR AR AINER AR T ERFRM 2
SNEERIRPIEE - A EFRNEBAKE
ARLEREREKE U IRBAEEAR
EMERSMNER R

iz 5.

Exgann - \FXANBEHART
ARBRREMZBRIKNEE T —LF
TZA=+—HALEFEZREREASFREN
“E-RFCE)  EBRARHBREEHKN -
E-NFEXRAZTHER=(ZBARIKN
HAREEBRRBFRE ((RRBFKRE]) £
SRR AL -

ARRZBRHOBEELEBSBE-T—N\FEXA
NERBREZE-NEFAANBLE(BEEEM
B EERERGBFERFTE  BHHE BT
CREROBE - AFEAER EMAHRKREE
B FMBEREZZBFREREREGBERENEAR
ZE-NFXRNARATFHEE=F2 AR EAR
RAZBHOBPERERBERRBLEZLAER
NE] it AR B EFE2ERNBEISIFHAMA
D 17481712-171658 4 -



AKM Industrial Company Limited ZEF E£ 5 R 2 7

MANAGEMENT DISCUSSION AND ANALYSIS
EEENWE DN

CLOSURE OF SHARE REGISTER FOR ANNUAL
GENERAL MEETING

The register of members of the Company will be closed from
22 May 2018 to 28 May 2018 (both days inclusive) for the
purposes of determining shareholder’s eligibility to attend
and vote at the AGM and during which no transfer of shares
will be effected. To be qualified to attend the AGM, which is
to be held on 28 May 2018, all properly completed transfer
forms accompanied by the relevant share certificates must be
lodged with the Company’s share registrar and transfer office,
Computershare Hong Kong Investor Services Limited at Shops
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road
East, Wanchai, Hong Kong by no later than 4:30 p.m. on 21
May 2018.
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INTRODUCTION

Save for the deviations as disclosed in this report, the
Company complied with all the code provisions set out in the
Corporate Governance Code (collectively “Code”) contained
in Appendix 14 of the Listing Rules by establishing formal and
transparent procedures to protect and maximize the interests of
shareholders during the year under review.

As Mr. Zhao Xiao did not seek for renewal of his appointment
as an independent non-executive Director, the chairman of
remuneration committee, a member of the audit committee
and a member of the nomination committee upon the expiry
of his term on 15 February 2018, the number of independent
non-executive Directors and the number of members of the
audit committee of the Company fell below the minimum
number required under Rules 3.10(1) and 3.21 of the Listing
Rules respectively since 16 February 2018. Further, the position
of the chairman of the remuneration committee is vacant,
and the requirement that the remuneration committee should
comprise a majority of independent non-executive Directors
under Rule 3.25 of the Listing Rules could not be complied with
since 16 February 2018. The requirement of Code Provision
A.5.1 that the nomination committee should comprise a
majority of independent non-executive Directors also could not
be complied with. The Company is in the course of identifying
a suitable candidate to fill the vacancies as soon as possible
and in any event within three months from 16 February 2018
pursuant to Rules 3.11, 3.23 and 3.27 of the Listing Rules.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding
Directors’ securities transactions on terms no less favorable
than the standard of dealings as set out in Appendix 10 of the
Model Code of the Listing Rules. Having made specific enquiry
on all Directors, it is confirmed that the Directors have complied
with such code of conduct and the standard of dealings
regarding securities transactions throughout the year ended 31
December 2017.
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BOARD OF DIRECTORS AND BOARD MEETING

During the year under review, the Board consisted of 2
executive Directors and 6 non-executive Directors of whom 3
were independent non-executive Directors:

Executive Directors:

Mr. Xiong Zheng Feng (Chairman)

Mr. Chai Zhi Qiang (Chief Executive Officer; retired from his
directorship on 26 May 2017)

Non-executive Directors:

Ms. Li Ying Hong

Mr. Gao Xiaoguang

Mr. Jia Junan

(Note: Mr. Wang Chunsheng was appointed on 30 January
2018)

Independent non-executive Directors:

Mr. Hung Chi Yuen Andrew

Mr. Zhao Xiao (term of office expired on 15 February 2018)
Mr. Cui Zheng

The Board is responsible for the Group’s corporate policy
formulation, business strategy planning, business development,
risk management, major acquisitions, disposals and capital
transactions, and other significant operational and financial
matters. Major corporate matters that are specifically delegated
by the Board to the management include the preparation of
annual and interim accounts for the Board’'s approval before
reporting to the public, execution of business strategies and
initiatives adopted by the Board, implementation of adequate
systems of internal control and risk management procedures,
and compliance with relevant statutory requirements, rules
and regulations. During the year under review, the Board and
its audit committee, remuneration committee and nomination
committee have performed corporate governance duties in
accordance with the functions set out in the Code Provision
D.3.1.
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Details of backgrounds and qualifications of the chairman,
other Directors, and chief executive officer of the Company are
set out on pages 8 to 14 of this annual report. All Directors
have given sufficient time and attention to the affairs of the
Group. Each executive Director has sufficient experience to
hold the position so as to carry out his duties effectively and
efficiently. There is no relationship among the members of the
Board.

During the year under review, all independent non-executive
Directors had appropriate and sufficient experience and
qualifications to carry out their duties to protect the interests
of shareholders. Mr. Hung Chi Yuen Andrew, Mr. Zhao Xiao
and Mr. Cui Zheng were independent non-executive Directors.
Mr. Hung Chi Yuen Andrew was appointed since 17 October
2011 and his appointment was renewed for a term of three
years commenced from 17 October 2017. Mr. Zhao Xiao was
appointed as an independent non-executive Director for a term
of three years commenced from 16 February 2015. Due to his
other business commitments, Mr. Zhao did not seek for renewal
of his appointment as an independent non-executive Director
upon expiration of his term of office on 15 February 2018.
Mr. Cui Zheng was appointed as an independent non-executive
Director for a term of three years commenced from 3 May
2016. All of them are subject to retirement by rotation and
re-election at the annual general meeting in accordance with
the Company’s articles of association.

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

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

During the year under review, Mr. Xiong Zheng Feng was
the chairman and Mr. Chai Zhi Qiang was the chief executive
officer. Whilst Mr. Chai Zhi Qiang retired from his directorship
on 26 May 2017, he remains as the chief executive officer of
the Company.
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The roles of the chairman and the chief executive officer were
segregated and were not exercised by the same individual
during the year under review. The chairman’s responsibility was
to manage the Board while the chief executive officer's was to
manage the business of the Company.

The Board held a full board meeting each quarter.

Details of the Directors’ attendance of the meetings of the
members of the Board during the year under review are as

REBEFER » £FRITREK 2B AME
7 WHHE-—AEE - TEZBRERERE
T MITRARIBAEREEARRZER -

pa
EXe8FTUERTERKEBIIFESE -

EXgNEENBEFEALEESEEER 2L
SRFBMNT

follows:

Attendance
Director B= HE R
Mr. Xiong Zheng Feng ARIF & 5t A4 4/4
Mr. Chai Zhi Qiang (retired on 26 May 2017) 405 E (RZE—+HFAAZ+/NHRE) 2/4
Ms. Li Ying Hong FHRAT L 4/4
Mr. Gao Xiaoguang SEXEE 4/4
Mr. Jia Junan EFwhE 4/4
Mr. Wang Chunsheng FEERE RZZE-N\F-A=THEZHF)

(appointed on 30 January 2018) 0/4
Mr. Hung Chi Yuen Andrew HERELE 4/4
Mr. Zhao Xiao HELE (FPRR=E—N\F-ATHABER)

(term of office expired on

15 February 2018) 4/4
Mr. Cui Zheng BEEFRA 4/4
Apart from the above regular board meetings of the year, the R ELMFRNFTHESTT RN EFTXNEH

members of the Board will meet on other occasions when a
board-level decision on a particular matter is required. The
Directors will receive agenda and details of items for decision in
advance of each board meeting.
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CONTINUOUS TRAINING AND DEVELOPMENT OF
DIRECTORS

During the year under review, the Company provided training
on matters related to rights issue and share subscription under
the Listing Rules for all its Directors in relation to the Rights
Issue in early 2017 and the subscription of shares in late 2017,
all Directors had complied with the requirements set out in
the Code Provision A.6.5 by participating in the continuous
professional development, developing and refreshing their
knowledge and skills, in order to ensure that their contribution
to the Board would remain informed and relevant.

AUDIT COMMITTEE

The Company established the audit committee with written
terms of reference in accordance with Rules 3.21 to 3.23 of
the Listing Rules. The primary duties of the audit committee
are to review and monitor the financial reporting process,
risk management and internal control systems of the Group
and provide advice and comments on the Company’s draft
of annual reports and accounts and half-year reports. During
the year under review, the audit committee comprised of
three members, namely Mr. Hung Chi Yuen Andrew, Mr. Zhao
Xiao and Mr. Cui Zheng. All of them were independent
non-executive Directors. The chairman of the audit committee
was Mr. Hung Chi Yuen Andrew. As the term of office of
Mr. Zhao Xiao expired on 15 February 2018 and he did not
seek for renewal of his appointment as a member of the audit
committee with effect from 16 February 2018, the number
of members of the audit committee fell below the minimum
number required under Rules 3.21 of the Listing Rules since 16
February 2018. The Company is in the course of identifying a
suitable candidate to fill the vacancy as soon as possible and in
any event within three months from 16 February 2018 pursuant
to Rule 3.23 of the Listing Rules.
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CEFEANBRITORGE - B
SR ZHFECHEFABET

During the year under review, four meetings were held by the EZZEER
audit committee. Details of the Directors’ attendance of the ZE=
audit committee meetings are as follows:

Attendance
Director BE=E iR E
Mr. Hung Chi Yuen Andrew HEREAE a/4
Mr. Zhao Xiao BEAE(EHR=_T—N\E_A+RBER)
(term of office expired on
15 February 2018) 4/4
Mr. Cui Zheng EfFiE 4/4

The Group’s unaudited interim results and audited annual ZAEBEHZE-_ZT—+F+_A=+—HIFE

results for the year ended 31 December 2017 had been ZARBZPHREALRKLEZEZFREDH

reviewed by the audit committee, which was of the opinion BEHZZEE®EHNH BEXZZEERR %REXE

EREFEARAERE  EEHRESD

>1

]
DH

that the preparation of such results complied with the J3#&f&

i

applicable accounting standards and requirements and that HFE o
adequate disclosures were made.

REMUNERATION COMMITTEE FMEES

The remuneration committee was established in August 2005 HMZEE@R —TTRF/N\AKY - L HEH
with written terms of reference. During the year under review, = HBEHLE -NEBEFERN FMHEZEEMH
the remuneration committee comprised of three members. =ZKEBHEX  ZEEXFRA/BUIFNTES

Mr. Zhao Xiao, an independent non-executive Director, HMBESEE HMEBE/FTRAL L REFL
was the chairman of the committee. Other members of the £ R KIMHKESBILIFATES - AR
remuneration committee included Ms. Li Ying Hong and HBREALLENEHR-_"FT-NF_A+HBE
Mr. Cui Zheng. Accordingly, the majority of the members were W ¥ B -ZF—N\F - A+ BRI HETH
independent non-executive Directors. As the term of office of @Mé,\ exXfE Bt -—Z—-N\FZA+<H

Mr. Zhao Xiao expired on 15 February 2018 and he was no FEEexR —BEE L/USZ?EFJ&LH
longer the chairman of the remuneration committee with effect %ﬁﬂ'J%B.ZSM%ﬁ@H?E@@ DKEER

from 16 February 2018, the position of the chairman of the WM IFMITEREZHRE - AR _JEEJ__E%@EJE
remuneration committee has been vacant and the requirement A PAZE IR & M i a0 AT AR ¥% | 77 4R R 58 3.27 1%
that the remuneration committee should comprise a majority R-F—N\F_A+XAEF=EAREHE
of independent non-executive Directors under Rule 3.25 of the BIZE iR °

Listing Rules could not be met since 16 February 2018. The

Company is in the course of identifying a suitable candidate to

fill the vacancies as soon as possible and in any event within

three months from 16 February 2018 pursuant to Rule 3.27 of

the Listing Rules.
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The role and function of the remuneration committee include
the determination of specific remuneration packages of all
executive Directors, including benefits in kind, pension rights
and compensation payments, such as any compensation
payable for appointment or loss of office, and the provision
of recommendations to the Board on the remuneration of
non-executive Directors. The remuneration committee should
consider factors such as salaries paid by comparable companies,
time commitment and responsibilities of the Directors,
employment conditions elsewhere in the Group and feasibility
of performance-based remuneration.

FHEE e R ERETERBUTESTZE
EHMES  MmEYF S  BRKRENRMEE -
BEBEBRIABME UALHMERTEZZH
HREFeRHUER FTHZESGEEEZE
BEZEE IEALBRAMNES EFM
BINEMEE AREARBGRGRIZRE
BB 2 A ITIE

During the year under review, two meetings were held by the REEBEFERN G FWHEZESHBTMIeH -
remuneration committee. Details of the Directors’ attendance BBE=HEHFMEZESSE 2L FBUOT
at the remuneration committee meetings are as follows:
Attendance

Director Ex R E
Mr. Zhao Xiao HELE(FHR - \F-_A+HHBER)

(term of office expired on

15 February 2018) 2/2
Ms. Li Ying Hong FERAT 2+ 2/2
Mr. Cui Zheng BTt 2/2

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

The nomination committee was established on 22 March 2012
with written terms of reference. During the year under review,
the nomination committee comprised of three members.
The chairman of the committee was Mr. Xiong Zheng Feng.
Other members included Mr. Hung Chi Yuen Andrew and
Mr. Zhao Xiao. Accordingly, the majority of the members were
independent non-executive Directors. As the term of office of
Mr. Zhao Xiao expired on 15 February 2018 and he ceased to
be a member of the nomination committee with effect from
16 February 2018, the requirement of Code Provision A.5.1
that the nomination committee should comprise a majority of
independent non-executive Directors could not be met since 16
February 2018. The Company is in the course of identifying a
suitable candidate to fill the vacancy as soon as possible and in
any event within three months from 16 February 2018.

The nomination committee shall review the structure, size
and composition of the Board (including skills, knowledge,
experience, past performance and qualification, etc.) and assess
the independence of independent non-executive Directors and
the adequacy of Corporate Governance Code. The committee
is responsible for formulating nomination policy, identifying
candidates for Directors and making recommendations to
the Board in respect of the nomination, appointment or
reappointment of Directors and succession plan of Directors.

The Company acknowledges that the diversification of the
members of the Board has positive effects on enhancing the
Group's performance. The Company sees the diversification of
the members of the Board as an important supporting factor
for the Group to achieve its strategic goals and maintain
sustainable growth. In deciding the composition of the Board,
the Company will consider the Board diversity from various
perspectives, including but not limited to sex, age, cultural
and academic background, race, professional experience,
skills, knowledge and terms of services. All appointments of
the Board are made on merits with objective consideration of
candidates, while taking into full account of the benefits of
the Board’s diversity. The nomination committee reviews the
diversity of the composition of the Board on regular basis, and
monitors the implementation of this policy so as to ensure its
effective implementation.
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During the year under review, one meeting was held by the REIEFEER  BELE8&H BT &5 -
nomination committee. Details of the Directors’ attendance at B2EHFIRELZE R 2 OHABOT
the nomination committee meeting are as follows:
Attendance

Director BE=E R E
Mr. Xiong Zheng Feng BB IE % 4 1/1
Mr. Hung Chi Yuen Andrew HEERLAE 1/1
Mr. Zhao Xiao HEEE(FH "S- \F-A+HEAER)

(term of office expired on

15 February 2018) 11
The nomination committee considered and resolved that all the REBEZECZERZARAMEAQRABIEER
existing Directors should be recommended to be retained by fEEE o
the Company.
AUDITOR’S REMUNERATION % BB B £

The audit committee of the Company was responsible for
considering the appointment of external auditor and reviewing
any non-audit functions performed by the external auditor,
including whether such non-audit functions could lead to any
potential material adverse effect on the Company. During the
year under review, the Group was required to pay an aggregate
amount of approximately HK$860,000 to the external auditor
for their audit service and HK$325,800 for non-audit services
including reporting accountants’ work on right issues, taxation
and other services.

DIRECTORS’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

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

going concern.

Annual Report 2017

—E—LEER

ARRZBEREEQREZRINERHBAI <&
ERBEINEZBENE T ZEFIFZBTAE -
BREBEEZBITIFEe DY AR BXIME
EEATHNZE -REBEFEAR  AEEAR
SNEE A2 BRI S < £ 49860,0008 7T » ERELRH
RBURTS 2 B & A 325,800/ L 1E R E tefit 3F
TR (ERERBRESE T - HELE
R & -

EEHTBRRZEMRE

EFXNBREERRREZEML > WHER
Az B HRRIRBAE RSB A 5t 2R
B -EEHR ARELIEL—UEEEHA
BATRM - SEREE  WELTHBEMA
EEBEEXEARARELERIZAREERXR
TEABASE B



AKM Industrial Company Limited ZEF E£ 5 R 2 7

CORPORATE GOVERNANCE REPORT
AR EREE

COMPANY SECRETARY

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

Hung Ching Yuen is an external

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

INTERNAL CONTROL AND RISK MANAGEMENT

The Company conducts regular reviews on its internal control
system and risk management procedure to ensure their
effectiveness and adequacy. The Company convenes meetings
compliance

periodically to discuss financial, operational,

and risk management control. The purpose of the Group’s
internal risk management control and procedure is to provide
reasonable assurance against material misstatement or loss
and to manage and eliminate risks of failure in operational
systems. Through the audit committee, the Board has reviewed
the effectiveness of the Group’s internal control and is of the
opinion that the resources for and the qualifications of the staff
of the Company’s accounting and financial reporting function
are adequate and sufficient. The Board is satisfied with present

internal control.

AUDITOR

During the year under review, the performance of the external
auditor of the Company was reviewed and recommendation
was made to reappoint the external auditor at the forthcoming
AGM.
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INVESTOR RELATIONS AND COMMUNICATION
WITH SHAREHOLDERS

The Company keeps on promoting investor relations and
enhancing communication with the existing shareholders
and potential investors. The Company welcomes suggestions
from investors, stakeholders and the public. The Company
has disclosed all necessary information to the shareholders
and investors in compliance with the Listing Rules and uses
a number of formal communications channels to report the
Company’s performance to shareholders and investors. These
include (1) the publication of announcements and notices,
financial information and corporate governance information
available on the websites of The Stock Exchange of Hong Kong
Limited and the Company; (2) the annual general meeting
or extraordinary general meeting which provide a forum for
shareholders of the Company to raise comments and exchange
views with the Board; (3) information@akmcompany.com, an
email specifically set up by the Company for communications
with investors, which provides timely replies to the enquires
from investors; (4) the provision of services for shareholders
through the Company’s registered office and share registrar in
Hong Kong.

CONSTITUTIONAL DOCUMENTS

There was no significant change in the Memorandum and
Articles of Association of the Company during the year ended
31 December 2017.

SHAREHOLDERS' RIGHTS

Pursuant to Articles 65 of the Company’s Memorandum and
Articles of Association, the Directors may, whenever they
think fit, convene an extraordinary general meeting. An
extraordinary general meeting shall also be convened upon
request by shareholders of the Company as provided by the
Companies Ordinance (Cap. 622) of the Laws of Hong Kong
("Companies Ordinance”), or, in default, may be convened by
the shareholders requesting the convening of an extraordinary
general meeting.
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According to Sections 566 to 568 of the Companies Ordinance,
the Directors are required to call an extraordinary general
meeting if the Company has received requests to do so from
shareholders of the Company representing at least 5% of the
total voting rights of all the shareholders having a right to vote
at general meetings. Shareholders of the Company may deposit
at the registered office of the Company a written request,
which shall state the general nature of the business to be dealt
with at the meeting and include the text of the resolution
to be proposed at the meeting, and shall be signed by the
shareholders who made the demand. Where the Directors do
not, within 21 days from the date of depositing the demand,
duly arrange an extraordinary general meeting to be held
on a day not later than 28 days after the date on which the
notice convening the meeting is given, the shareholders who
made the demand or shareholders representing more than
half of the voting rights of such shareholders may convene an
extraordinary general meeting themselves in the same manner,
as nearly as possible, as that in which extraordinary general
meetings may be convened by the Directors of the Company,
and all reasonable expenses incurred by the shareholders who
made the request as a result of the failure of the Directors
to duly convene an extraordinary general meeting shall be
reimbursed by the Company.

There is no provision allowing shareholders to move new
resolutions at general meetings under the Articles of
Association of the Company or the Companies Ordinance.
Shareholders who wish to move a resolution may request the
Company to convene an extraordinary general meeting by
following the procedure set out in the preceding paragraph.

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

Shareholders may at any time send their enquiries and concerns
to the Board in writing to the Company’s registered office in
Hong Kong at Rooms 2708-11, 27th Floor, West Tower, Shun
Tak Centre, 168-200 Connaught Road Central, Hong Kong.
Shareholders may also send such enquiries and concerns to
information@akmcompany.com, an email specifically set up by
the Company for investor communications.
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The Group is pleased to present its Environmental, Social and
Governance Report which is prepared in accordance with the
“Environmental, Social and Governance Reporting Guide”
contained in Appendix 27 to the Rules Governing the Listing
of Securities (the “Listing Rules”) on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). This report focuses
on the performance of corporate social responsibility of the
Group during the period from 1 January 2017 to 31 December
2017. The Group is committed to improving its strategy
and management in relation to environment, society and
governance through enhancement of infrastructure, internal
participation and external partnership to achieve a balanced
and win-win situation between interests of shareholders and
the society.

STAKEHOLDERS' PARTICIPATION

The Group has established a number of channels to allow
related institutions and individuals in the society (the
“Stakeholders”) to participate in the Group’s operations so as
to understand and oversee the Group’s operating performance.
We are committed to creating a harmonious community with
various common interests, thus maximizing the overall social
benefits including the corporate benefits. Stakeholders can
participate in the operation of the Company through the
following means:

HtERE
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Channels and means

Stakeholders
EEFEEA

Key targets and
interests

TEEERBER

of communication
and participation

BE2EIANEE

Company’s measures

D EERE

Shareholders and
investors

BRMIEEE

Protection of
shareholders’ interests,
truthful, accurate and
timely disclosure of

information.
R EDRE B
BEET - ER- R

Shareholders’ meetings,
investor enquiries and
site visits, disclosure of
information (including
financial statements)
and contact information
of the Company.

BRAR - A
MERE  ANRE (A
BEE)  DABES

= o
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Publication of notifications and
resolutions of the shareholders'
meetings and disclosure of
information of the Company

in accordance with rules and
regulations; organization of various
investor activities; publication of the
Company's contact information on
the Company's website and reports,
and assuring all communication
channels are smooth and
unobstructed.
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Key targets and

Channels and means
of communication

Stakeholders interests and participation Company’s measures
EEEFEEA TEEERBEIH BESRLTANESR YNGR
Employees Protection of basic Workers union, Establishment of workers union to
BT rights, compensation communication provide workers with a platform to
and benefits, work channels between communicate; payment of salaries
environment, employees and and benefits in full and on time;
development and management, opinion payment of social security insurance
promotion and boxes, staff activities, in accordance with law; provision of
occupational health and  training and education. a healthy and safe work environment;
safety. T&€ BTHEEIEERE establishment of a fair promotion
EXERE BN BEB ERM -BI  mechanism; cared about our
BHAFSE - TIERIE - 3% &8 - BilEEE - employees, organization of employee
RER BERREY activities, trainings and learning
e activities.
RITeH8 REEIXRTE
N R BB M EH AR - FORBMIL
gRE RHEER ZE2OIERE:
BUNFHERES  BEET @
BE TR IBIIEHEE -
Customers Guarantee of the Regular visits and Strengthening of quality control,
®P product quality and maintain daily assurance of steady production and
qguantity, long-term and ~ communication smooth logistic process; provision
stable co-operation. FHFED  REB®E  of adequate products; entering into
EnmEMBEREZ B long term sales agreements with
RHBEAE- customers.
MmEmBEER  RIFEEBTHNER
B RHEEEM  RIIRBWE -
Government Lawful operations, Site visits, inspections, Conducting operation in accordance
g5 payment of tax in work conference with the law; compliance

accordance with the
law, production safety,
fulfillment of social
responsibility.

BIERE  KOEWNT
TREE BITHEER
T

and discussion, work
reports, submissions
and approvals
RSEHRE - wE - ITE
gEMH - TE®RS
WX - wHE o
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management, payment of tax

in accordance with the law;
strengthening of the Company's
safety management; acceptance of
government supervision, inspection
and examination in accordance with
regulations, active commitment to
social responsibilities.

BEKE  BREE FKOEMT M
BARREER HBRATEIERTR
REE BERRSER  BRAE
HEgEME-
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Key targets and
interests

TEEERBER

Stakeholders
EEEEA

Channels and means
of communication
and participation

BESRLFANEE

Company’s measures

DEERE

Suppliers and
contractors

HER - ABH

Fair bidding, long-term
stable co-operation and
timely payment.
1B - IR o

Community and Job opportunities,

the public community
@ E AR development,

protection of ecological
environment,
compensation and
assistance.

MERE HEER-
REARRE AR

Public bidding meetings
and business meetings,
daily communications
REBEH ARE

AR E
HE&E® -

Co-hosting of
community activities,
charity, volunteering
services and
participation in the
construction of the
community
HfttRIEE  BEE
B ERERYS H&E

Fair bidding, select by merit,
performance of contractual
obligations, strengthening of daily
communications, maintenance of
long-term cooperation with quality
suppliers and contractors.

NIRRT BEEEE BOEBTA
R g EBRR - BEEHERMN
EBERPEE-

Promotion of community building
and development, provision of
volunteer service, establishment of
communication channels for the
community and community members;
hosting of community activities,
promotion of the building of
harmonious community.

REMREZRMER RESEER

&= - XEiRg -

ENVIRONMENTAL PROTECTION

The Group has complied with international and national
environmental standards and ensured employee’s health
and safety in production, with an aim to establish a green
and civilized environment, to enhance energy efficiency and
minimize both energy consumption and pollutant discharge
through continuous improvements of management standards.
The production factories of the Group in Guangzhou and
Suzhou have passed the certifications of ISO 9001 and
IATF16949 Quality Management System, and 1SO14001
Environmental Management System, and the Guangzhou
Factory has passed the certification of OHSAS18001
Occupational Health and Safety Management System as
well as the clean production management audit acceptance.
A three-level environmental monitoring system has been
implemented by the Group to ensure the full compliance
with the relevant national standards for different types of
pollutants. The Group also implemented an accountability
and performance appraisal system to ensure the specific
responsibilities of various levels of personnel in the execution
and management of the environmental protection system.
During the year under review, the various emission indexes of
the Group have complied fully with the relevant environmental
protection standards. No penalty in relation to the performance
of environmental protection has been imposed on the Group.
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Emissions — The Group puts best efforts to control
the amount of emissions which affects the environment,
strengthens its competence in environmental supervision
and completed the installment of online supervision device
for waste water and waste gas, in order to realize real-time
supervision and early warning of major pollution emission
source. The Group has installed an online monitoring system to
keep track of the sewage chemical oxygen demand (COD), pH
level and flow measurement, and an online monitoring system
to keep track of the total quantities of Chromium (Cr) and
Hexavalent Chromium (Cr6+) in sewage. Other facilities include
underground water detection well and surveillance cameras
installed at the discharge outlets for the instant feedback of
information. An independent third party with appropriate
qualifications has also been engaged to operate, maintain
and manage these online facilities to ensure their proper
functioning. During the period under review, the operation of
the Group’s facilities for the treatment of waste water, exhaust
gas, solid wastes and noise pollution were stable and met all
relevant inspection standards. As such, the Group is pleased
to report that it complied with national and local laws and
regulations on emission control in relation to the control of
waste gas, greenhouse gas emission, pollution in water and
land as well as generation of hazardous and non-hazardous
wastes in 2017.
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The total amount of emissions and wastes in 2017 were as —ZE—+FHEEHREREEDESNT
follows:
(1) Emission of pollutants (1) SFFEUHEH
No. Type of pollutant Unit Total Amount Remark
o SRYER By meE fBat
1 CcOoD Tonnes 5.17 Oxidizable pollutants in waste water
tEFE= i REKFT & BHI5RY
2 Total Chromium (Cr) kg 2.64 Pollutant in waste water
5% (Cr) = REKET &5 2
3 Total Copper (Cu) Tonnes 0.04 Pollutant in waste water
4 8f (Cu) 7 BEKFTE 52
4 Total Nickel (Ni) kg * 5 Pollutant in waste water
#2452 (Ni) T= REKET & 52
5 Total Phosphorus (P) Tonnes 0.08 Pollutant in waste water
@k (P) s REK P 5 2
6 Ammoniacal Tonnes Q477 Pollutant in waste water
Nitrogen (NHs-N) i BEKFT &5 4

A (NH,-N)

7 Hydrogen Chloride Tonnes 5.47 Pollutant in waste gas
(HCD) WA BERPT 2753
LR (HC)
8 Sulfuric Acid Fog Tonnes 2.02 Pollutant in waste gas
B i BERFT &5
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(2) Quantity of greenhouse gas, waste water discharge
and solid wastes

No.
F

Indicator

EEER

Unit
B

Total Amount
HE

BERE  SKEHRBERERY

Remark

B

Total volume of
greenhouse gas
emission
BERBEERE

Volume of industrial
sewage generated

IRFKELE

Hazardous wastes

e BEEY

Non-hazardous
wastes

EEERY

Ten thousand
tonnes
= g

Ten thousand
tonnes
= g

Tonnes
L7

Tonnes
U7

1253

54.67

985.2

65
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Total emission of CO, equivalent

FRERB AR ETNE

The Company has excellent sewage
treatment facilities with sewage
treatment rate of 100%
NAA T ENISKEIERE
TEIKAEBR IR ZE X E100%

A qualified hazardous wastes treatment
company has been engaged to handle
all hazardous wastes with 100%
compliance rate in wastes treatment
EHEXTABEENERERE
BURE AHREEX100%

Non-hazardous wastes of the Company
included mainly scrap materials, used
plastic sheets and used cardboard, most
of which are recyclable
RRAEEEZYIZREAL  BERBK
KRR % - KEMp Al B Y A
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Use of resources — The Group insists on the principle of full,
reasonable and effective use of energy and makes every effort
to eliminate inefficiencies, and uses energy-saving equipment
as well as applies innovative energy saving technologies as
much as possible. The target of the energy conservation
management plan is to save energy, save resources, reduce
consumption, reduce environmental pollution and improve

EREA-TEEZRFUARTY  AERER
MAERRSERERARA  BHAENHEKE
K - A B B AR Mo FE R Al ¥ A BE
Bifr - EigE B IR ET BIAFI K BER - HOEIR -
BRIEBERE BAIRRSARESEERERRB
12 WEHBHOERRER B RER -
BMAORBFLERBEENEREMZIAER ©

economic efficiency. Multiple initiatives have been launched

for energy and resources conservation, optimization of energy

consumption, reduction of environmental pollution and

reduction of power consumption.

(1) Energy consumption

(1) BERHFE

No. Indicator Unit Quantity Remark
Fro5 EEEW By HE #t B
1 Use of electricity 10,000 kWh 4,738 The Group used only electricity as
BE 8T Rk energy source. No other energy sources
such as coal or heat were used.
REEEFERERER  BERAER
HREFHMEER
(2) Water resource consumption (2) KEFRHFE
No. Indicator Unit Quantity Remark
FF % EEER By HE w8
1 Tap water usage 10,000 tonnes 63.56 The Group used water supplied by the
BXRKAE A urban water supply plant. There were
no issues related to water consumption
or demand.
AN B fE AT B RAKE MK - KR
& A FISKE £ FE R @
2 Reclaimed water 10,000 tonnes 15.55 During the year, the use of reclaimed
usage & E water increased by 1.5% on a
FoKEBIAE year-on-year basis.

FEAMEF/KEE  BRAERLESF
FF1.5%
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Measures to mitigate emissions and results achieved

For the emissions of pollutants in waste water, the Group
has been promoting the adoption of technologies and
equipment with a high resource utilization rate and low
pollutant emission. The Group has also been enhancing
the use of reclaimed water and reducing waste water
discharge. The total amount of emissions of pollutants in
waste water in 2017 decreased by approximately 8% from
2016.

For the emissions of pollutants in waste gas, the emissions
of waste gas has been reduced by enhancing the
operational management of waste gas treatment devices.
The total amount of emissions of pollutants in waste gas in
2017 decreased by approximately 2% from 2016.

Means and measures to handle hazardous and non-
hazardous wastes and results achieved

Stringent measures are applied in the handling of
hazardous wastes and a qualified hazardous wastes
treatment company has been engaged to handle all
hazardous wastes with 100% compliance rate in wastes
treatment. Comprehensive recycling policy has been
adopted for handling general waste with a comprehensive
utilization rate of approximately 65% in 2017.
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HAEEREBNERR SRR

HRBEKPOSEMEER - NEBIE#HE
KABRMAZERS  SEMERELHT
SRR E - WP KER - E D EEKEE
W 2017 F EREKFTE S LA MEBERRE
tE20165F ER 2 498% ©

HRERPH)SLYBER - BB INRE
REEBEBENETER WIOBRER
017FEERPESEAMBERESL
2016 E R A 492% ©

EEEERBERRVWNG L  BREEFFR

BIRRETKREREY  2BETABEE
WEEREEEMNESR  aHEEEI100%
HR—MEEY  HIGRERKF AR
M - 2017 E4RE M A EL65% °
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REBE-HERE

Environment and natural resources — The Group strives
to promote environmental infrastructure and improve the
environmental management system, in order to achieve energy
conservation, reduction of emission and clean production,
and to minimize the impact of production operations on the
environment. The Group has implemented the full process
environmental management project, and introduced the
pre-EIA pilot process. The system of “Three Simultaneities”
has been implemented. That is, the design, construction and
production of environmental protection facilities as well as
the main construction project are carried out simultaneously.
For the environmental risk factors such as the emission of
“three wastes” (waste water, waste gas and solid waste) in the
production process, we carried out research and established
a multi-level risk prevention and control mechanism, and
formulated strict environmental protection measures to prevent
pollution and protect the ecological environment from the

sources of pollution.

SOCIAL RESPONSIBILITY

Employment and recruitment — The Group recruits talents
based on the principle of openness, equality, competition and
merits. It provides equal opportunities to employees, creating
a fair and non-discriminatory work atmosphere. Approximately
99% of the employees of the Group are located in China and
the Group strictly observes the requirements of labor laws and
regulations of China without breaching any relevant codes or
regulations. The Group also introduces production operation
staff through professional employment agencies. The Company
treats every employee as equal. Their employment, benefits and
promotion will not be affected by social identities including
ethnic group, race, nationality, gender, religion, age, sexual
orientation, political camp and marital status.
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Health and safety — The Group upholds the core principle
of “safety first”, fosters a people-oriented culture and
promotes healthy life and safe workplace. The Group has
set safety objectives and targets in accordance with the
standard established by International Standard OHSAS18001
Occupational Safety and Health Management System
certification and regularly evaluates OHSAS to ensure
compliance with the Group’s health and safety requirements.
The Group's Guangzhou Factory has passed the certification
of OHSAS18001 Occupational Health and Safety Management
System. In addition to OHSAS, the Group has also established
a safety committee to monitor the Group’s health and safety
matters. These internal policies provide the Group with a
framework to ensure timely assessment of safety and to assess
the current manufacture process in accordance with the
Government and the Group’s health and safety standards.

Development and training — The training of the Group
focuses on important issues while giving a comprehensive
coverage on all matters. In 2017, the Group conducted training
in line with the training requirements for senior and middle
management, professional and technical personnel, first-line
management and production operation staff in accordance
with the training requirements of each position. Independent
professional organizations are engaged to provide training on
various aspects of lean management, in order to enhance and
improve their knowledge and working skills. During the year, a
total of 378 key training programs have been completed, and
approximately 2,500 hours have been devoted to staff training

for approximately 16,000 employees.

Labour standard — The Group strictly complies with the
provisions of labour laws and relevant laws and regulation of
China and we employ employees who have reached the legal
working age and hold valid identity documents. The Group
recruits on the basis of fairness, openness and voluntariness,
and does not force labor to sign an illegal labour contract. The
Group employs employees in accordance with the requirements
strictly, and there is no illegal employment. No child labor is
allowed to work in any workplace of the Group. The Group also
employs interns in accordance with the law.

Annual Report 2017

—E—LEEH

HtERE

a8 E

REEZZ-A5EBRT([Z2F 0%
DRA I UAABRH X HEEREE
ERIEHZE AEBEERERKEIEZE
OHSAS1800 1B X LR 2 EE LB RRBFTLIZ
EHFI T2 BIEREE - WEBFEOHSASEA
BRACAEENBRRERAZ2ZER - AEE 2
F}HIWEL BOHSAS18001 i (R FEL 2 E
?ZMM BROHSASHN - REE TR E R AL
- CBEERASENREHRZEE
=i ;iﬁm% PR AAEERMEIESR  BRE
i 2FHE  ARZBBRFRANEE R
BTN R RIERIE

BRREZI-AEEZNNREES  2HEF
E-RZT—tFE AEERREBIFEY
EHREEAE BERWMAE EEEEA
EREEREEIHENTFESAEMARE X
I REEE L EEREETREEECS
REEEH  BEENREENER L ELE
BE o 2FHENI7SEERIEIIER - EE T
77 EE A2, 50018/ MR - HEFEFI4916,000

AR »
BIREA-ASEREENTELEENIAEH
ERZRTE  BAZEIEETHFR K568

MENMEMHERREE - AEBAEZRTF - AFH
KA REH) R AETT RIS - WERHI45 TERATIF
EEHER - AREBERREKERET
VELRIFPLBE/ZER - AEETAFEE
THEEMIESHIE - AEBTFEEANE
EPIZEBEMET -

49



50

AKM Industrial Company Limited ZEF E% 5 R 2 7

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HEBRERHS

Management of supply chain — The Group has established a
relatively complete supplier management system. Requirements
of confidentiality, integrity and product quality are made
clear to suppliers in the processes of supplier recruitment,
supplier evaluation, material procurement, price negotiation
and supplier replacement to ensure the confidentiality of
both the Group’s and the suppliers’ sensitive information, to
guarantee the product qualities and employees’ integrity in the
management of supply chain. The Group requires all suppliers
of raw material to provide test reports on hazardous substances
issued by qualified independent third-party testing institutions
and carry out long-term quality supervision and regular reviews
on all suppliers. In the event that there is a significant change
in the suppliers and/or their qualifications or there is a serious
quality problem in the supplied goods, the Group may suspend
the supplier in question at any time and, if necessary, revoke
the supplier’s qualification as a qualified supplier of our Group
to ensure the reliability in the quality of our products.

Product responsibility — The Group has adopted the following
measures to improve product safety and quality: in order to
reduce the quality risk in the initial stage of mass production,
a quality assurance team has been set up, the frequency of
testing and grading in the initial stage of mass production
have been increased and product quality issues are followed
up in a timely manner; special testing equipment to conduct
internal supervision of product quality is used and internal
quality control processes are strictly enforced; the “Waste
Electrical and Electronic Equipment (“WEEE") directive and the
“Restriction of Hazardous Substances” (“RoHS") Directive of
the European Union are complied with and the halogen-free
standard is adopted in the production process.
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Anti-corruption — We have formulated a “Guideline for
External Relations” for staff and entered into “Agreement on
United Front of Integrity” with suppliers in light of the actual
situation of the Group, in order to strengthen the corporate
governance and internal control, regulate the behaviours
in business operation, safeguard the legitimate rights and
interests of the shareholders and promote the healthy and
stable development of the Company. The Group encourages
employees to report behaviours which are suspected to involve
corruptions and has established a complaint hotline and e-mail.
The Group clearly stipulates that all employees who commit
fraudulent activities are subject to corresponding economic
and administrative sanctions and those who have violated the
criminal law shall be sent to the judicial authorities according
to the laws. During the year under review, such systems
played a sound monitoring and prevention role in the Group’s
risk control and anti-corruption management in which no
significant weakness has been identified.

Participation in community — The Group attaches importance
in contributing to the community, improving community
through the devotion of time, energy and resources, offering
assistance to poor people or disadvantaged groups, and
improving the living conditions of the community. Looking
ahead, the Group will continue to identify new opportunities
for the promotion of sustainable development through business
operations, strengthen participation in the community, and
foster a culture of dedication within the community.
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The directors of the Company (the “Directors”) present their
annual report and the audited consolidated financial statements
for the year ended 31 December 2017.

SEGMENT INFORMATION

The Group’s principal activities are the manufacture and sale
of flexible printed circuit, flexible packaging substrates and
corresponding components. For the year ended 31 December
2017, the Group has changed the segment previously disclosed
as 'sourcing and sale of electronic components’ to ‘Other’ since
the Group decided to put less focus on sourcing and sale of
electronic components business after the disposal of the entire
75% equity interests in Giant Rise Technology Limited in May
2017, which was the previous principal operating entity of the
Group engaged in the said business. An analysis of the Group's
turnover by geographical market of its customers and operating
segments for the year ended 31 December 2017 are set out in
note 5 to the consolidated financial statements.

PRINCIPAL ACTIVITIES

The Company is an investment holding company and is
engaged in the sourcing of raw materials and equipment
and trading of flexible printed circuits. The activities of its
subsidiaries are set out in note 37 to the consolidated financial
statements.

BUSINESS REVIEW

A review of the business of the Group during the year under
review and a discussion on the Group’s future development are
set out in the Chairman’s Statement on pages 4 to 7 of this
report and the Management Discussion and Analysis on pages
15 to 27. These discussions form part of this Directors’ report.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

During the year under review, as far as the Board and
management are aware, there was no material breach of or
non-compliance with the applicable laws and regulations by
the Group that has a significant impact on the businesses and
operations of the Group.

Annual Report 2017

—E—LEER

ARAPEE([EFDEMREEEZ T —+F
T A=+ AULFEZFERE REEZLR
BB HRE -

2 EAR

AEBTERERLENHEHERANRETFER
ZERMEBREMR ZEHEERIBRENT
B RBE_ZE—+HE+_A=+—RHILLF
B AEEHBEREEIRBREESEFTE
HlzoHERRIEM]  REAE_T—+F
TAHEREREZEBNAREE TR ORISR
FRIBRAER AR Z75%REE - ANEERER
$<<—<E’\‘?%%&%%%E%ﬁ%%#%f“ﬁﬁzmi°
BE_Z—+F+_A=1+—BHLLFE X&E
l&%ﬁﬂ@m%gn&méﬁ%z 3255
&R & I S R M 5E5 ©

FEXEK

ARRAR/—FKREZERRA - MREERBREM
BEREARZUEERRES - HMBARZ
EBHENRE M HRRMTEIT

E O

BREASEYHOESEARBHERELHRE
EBRERNIRBNAREFIAEFETANT
FHE &%155 F2TEMERE T wED
TBER - RS mARETEREN—5D

BT EBERERER

REBEFERN BEFEREEEMA A%
BYBEXERATETHARENER L&
BEEAZENERERIER -



AKM Industrial Company Limited ZEF E£ 5 R 2 7

DIRECTORS’ REPORT
EEEHS

RELATIONSHIP WITH EMPLOYEES, CUSTOMERS
AND SUPPLIERS

The Group understands the importance of maintaining a good
relationship with its employees, customers and suppliers to
meet its immediate and long-term business goals. During the
year ended 31 December 2017, there was no material and
significant dispute between the Group and its employees,
customers and suppliers.

ENVIRONMENTAL POLICY AND PERFORMANCE

A discussion on the environmental policy and performance
of the Group during the year under review is set out in the
Environmental, Social and Governance Report on pages 40 to
51 of this report. The Environmental, Social and Governance
Report form part of the Directors’ report.

PRINCIPAL RISKS AND UNCERTAINTIES

The industry which the Group’s businesses operate in and the
performance of the Group are influenced by changes in market
conditions, technology advancement, evolvement in industry
standards, customers’ demands for the Group’s products,
and changes in preferences of the ultimate customers. The
Group operates its businesses in accordance with various
industry standards and government laws and regulations. In
order to meet the market demands for ever-changing product
functions and new products, the Group has made relatively
substantial investments towards the research and development
("R&D") of new products and new production technologies,
notwithstanding that the R&D expenses of certain projects are
supplemented by government grants. Further, the majority
of the Group’s turnover is generated from a few major
customers. Hence, the Group endeavours to respond to such
operational shifts and market demands in a timely manner,
to successfully research and develop new products and new
technologies, to maintain good co-operative relationships with
our customers, so as to avoid and/or minimize the negative
impact of such risks. In addition, while the flexible packaging
substrates production lines at Phase Il of Suzhou Factory has
begun production in batches, economic scale has yet been
achieved due to insufficient order quantity, the large amount
of investment and high fixed costs and high labour costs.
This has become one of the major risk factors of the Group’s
performance. The Group is striving to develop new customers
and receive more orders.
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Furthermore, the Group is affected by market risks (such as
currency and interest rate fluctuations), credit risks and liquidity
Details of the
financial risks management of the Group is set out in note 27

risks during its ordinary course of business.

of the consolidated financial statements.

RESULTS AND DIVIDEND

The results of the Group for the year ended 31 December 2017
are set out in the consolidated statement of profit or loss and
other comprehensive income on page 77.

The Directors recommend the payment of final dividend of HK1
cent per share for the year ended 31 December 2017 (2016:
nil) to the shareholders whose names appear on the register
of members of the Company on Friday, 8 June 2018. Subject
to the approval by the shareholders at the forthcoming annual
“AGM"), the proposed final dividend is
expected to be paid on or around Wednesday, 20 June 2018.

general meeting (the

The register of members of the Company will be closed from
6 June 2018 to 8 June 2018 (both days inclusive) during
which no transfer of shares will be effected. To qualify for
the distribution of the above-mentioned final dividend, all
properly completed transfer forms accompanied by the relevant
share certificates must be lodged with the share registrar of
the Company, Computershare Hong Kong Investor Services
Limited at Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong by no later than 4:30
p.m. on 5 June 2018.

PROPERTY, PLANT AND EQUIPMENT
Details of movements during the year under review in the

property, plant and equipment of the Group and the Company
are set out in note 13 to the consolidated financial statements.

SHARE CAPITAL

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

Details of subsidiaries of the Group are set out in note 37 to
the consolidated financial statements.

DIRECTORS

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

Executive Directors:

Mr. Xiong Zheng Feng (Chairman)

Mr. Chai Zhi Qiang (Chief Executive Officer; retired from his
directorship on 26 May 2017)

Non-executive Directors:

Ms. Li Ying Hong

Mr. Gao Xiaoguang

Mr. Jia Junan

Mr. Wang Chunsheng (appointed on 30 January 2018)

Independent non-executive Directors:

Mr. Hung Chi Yuen Andrew

Mr. Zhao Xiao (term of office expired on 15 February 2018)
Mr. Cui Zheng

Pursuant to Article 101 of the Company’s Articles of
Association, at each annual general meeting one-third of the
Directors for the time being, or, if their number is not three
or a multiple of three, then the number nearest to but not
exceeding one-third, shall retire from office, provided that
every Director shall be subject to retirement by rotation at
least once every three years. The Directors to retire in every
year shall be those who have been longest in office since their
last election. Accordingly, Mr. Xiong Zheng Feng and Mr. Gao
Xiaoguang shall retire by rotation at the AGM in accordance
with the Articles of Association. Mr. Xiong Zheng Feng and
Mr. Gao Xiaoguang, being eligible, will offer themselves for
re-election at the AGM.
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Pursuant to Article 92 of the Company’s Articles of Association,
the Board shall have power from time to time, and at any time
to appoint any person as a Director either to fill a vacancy or
as an addition to the Board. Any Director so appointed shall
hold office only until the next following annual general meeting
of the Company and shall then be eligible for re-election at
that meeting. Mr. Wang Chunsheng, a non-executive Director
appointed by the Board on 30 January 2018 will also retire and,
being eligible, offer himself for re-election at the AGM.

Mr. Chai Zhigiang retired from his directorship on 26 May
2017, but has remained as the chief executive officer of
the Company. Mr. Zhao Xiao did not seek for renewal of
his appointment as an independent non-executive Director,
chairman of the remuneration committee, a member of the
audit committee and a member of the nomination committee
upon expiration of his term of office on 15 February 2018 due
to his other business commitments. During the year under
review, no Director resigned from his office or refused to stand
for re-election to his office due to reasons relating to the affairs
of the Company.

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

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

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

DIRECTORS OF SUBSIDIARIES

For the year ended 31 December 2017, directors of the
subsidiaries of the Company were as follows:
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Name of Subsidiaries

MEBAREME

Name of Directors

EENSA

AKM Electronics Industrial (Panyu) Ltd.

Chai zhi Qiang (Chairman), Xiong Zheng Feng,

Li Ying Hong, Zhuang Zhijian

ZEMN(ER)EFTEXEARA wER(EE) -

AKM Electronic Technology (Suzhou)

RRIEUE - ZFBRAT - EER

Chai Zhi Qiang (Chairman), Xiong Zheng Feng,

Company Limited Li Ying Hong
ZREFEFRE (M) GRA A Lo () C RRIEE - ZRRAT
DIRECTORS’ AND CHIEF EXECUTIVE'S EERBREITHAERRSD - HER

INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

Save as disclosed below, as at 31 December 2017, none of
the Directors and the chief executive of the Company and
their respective associates had or was deemed to have any
interests or short positions in the shares, underlying shares
and debentures of the Company or its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (Cap. 571 of the Laws of Hong Kong) (the “SFO")),
as recorded in the register maintained by the Company
pursuant to Section 352 of the SFO, or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code”) contained in Appendix 10 to the Listing
Rules:
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Interest in shares of the Company
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Class and

number of Approximate

securities percentage of

of which total number of

Name of the interested issued shares in

Company in (other than the Company as

which interest under equity Long/Short at 31 December

Name is held derivatives)  Capacity position 2017

i 43 B 25 RZZ—tF

&5 +=ZA=t-—-H

REHRKEH EhKR#E BARRB 2

EEZ (RAELTE ERITROEE

A DAL TEKRMS S BE/%E ZELEIH

Mr. Xiong Zheng Feng  the Company 7,900,000  Beneficial owner Long 0.64
(Note 1) ordinary shares

FRIFIg L& /NS 7,900,0000% E#@EAA 1R 0.64
(Biz1) Ak

Mr. Chai Zhi Qiang the Company 6,975,000  Beneficial owner Long 0.57
(Note 2) ordinary shares

REBRKLE VN 6,975,000k E=EEA 1A 0.57
(Htez2) gl

Ms. Li Ying Hong the Company 6,625,000  Beneficial owner Long 0.54
(Note 3) ordinary shares

FHAO Lt /NS 6,625,0000% EZEAA 1R 0.54
(B173) Rl
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Note:

1. Mr. Xiong Zheng Feng is an executive Director of the
Company. On 29 November 2017, the Company entered
into a subscription agreement with Alpha Luck and a
subscription agreement with Anjie Technology respectively for
the Subscriptions, pursuant to which Alpha Luck and Anjie
Technology respectively subscribed to 103,900,000 shares and
200,000,000 shares at the subscription price of HK$1.50 per
share. After the simultaneous completion of the Subscriptions
on 31 January 2018 and as at the date of this report,
Mr. Xiong Zheng Feng beneficially owns 7,900,000 ordinary
shares of the Company, representing approximately 0.51% of
the total number of issued shares of the Company.

25 Mr. Chai Zhi Qiang is the chief executive officer of the
Company. After the simultaneous completion of the
Subscriptions on 31 January 2018 and as at the date of
this report, Mr. Chai Zhi Qiang beneficially owns 6,975,000
ordinary shares of the Company, representing approximately
0.45% of the total number of issued shares of the Company.

3. Ms. Li Ying Hong is a non-executive Director of the Company.
After the simultaneous completion of the Subscriptions on
31 January 2018 and as at the date of this report, Ms. Li
Ying Hong owns 6,625,000 ordinary shares of the Company,
representing approximately 0.43% of the total number of
issued shares of the Company.

(ii) Interest in the underlying shares of the Company
through equity derivatives

As at 31 December 2017, to the best knowledge
of the Directors, none of the Directors nor chief
executive of the Company had or was deemed
to have any interest in the underlying shares the
Company.

(b) The associated corporation

As at 31 December 2017, to the best knowledge of the
the Directors, none of the Directors nor chief executive of
the Company had or was deemed to have any interests
or short positions in the shares or the underlying shares
or debentures of any associated corporations of the
Company (within the meaning of Part XV of the SFO) that
was required to be recorded pursuant to section 352 of
the SFO; or as otherwise notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO and the Model Code.
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ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

At no time during the year under review was the Company,
its holding Company, or any of its subsidiaries or fellow
subsidiaries, a party to any arrangements to enable the
Directors of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any
other body corporate.

DIRECTORS’ INTEREST IN TRANSACTION,
ARRANGEMENT OR CONTRACT OF
SIGNIFICANCE

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

MANAGEMENT CONTRACTS

No contracts concerning the management and administration
of the whole or any substantial part of the business of the
Company were entered into or in existence during the year
under review.

REMUNERATION OF DIRECTORS AND FIVE
HIGHEST PAID INDIVIDUALS

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

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2017, to the best knowledge of the
Directors and chief executive of the Company, shareholders
(other than Directors) who had any interests or short positions
in the shares and underlying shares of the Company which
would fall to be disclosed to the Company under the provisions
of Divisions 2 and 3 of Part XV of the SFO or who were directly
or indirectly interested in 10% or more of all issued shares to
vote in all circumstances at general meetings of any members
of the Group are set out as below:
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Class and number of
securities in which
interested (other than

Approximate

percentage of total

number of issued

Long/short shares in the Company

Name of substantial shareholder Capacity under equity derivatives) position as at 31 December 2017
R=B-tF
+=A=+-H
BE2ESEH EAAR2H
& ! ERITROHE
TZRRER &1 (RASTEI AR HE/ %R ZBABL
(Notes 7) (Notes 8)
(Wit7) (Hiis)
Alpha Luck (Note 1) Beneficial owner 450,000,000 Long 36.46
ordinary shares
ZHNBX(Wit1) EREAA 450,000,0008% & & e 36.46
Silver City International (Holdings) Interest in controlled 450,000,000 Long 36.46
Ltd. (“Silver City") (Note 2) corporation ordinary shares
REAR(SB)ARAA REBHAR #a 450,000,0008% & i & e 36.46
(TRERR]) (H22)
China North Industries Corporation Interest in controlled 450,000,000 ordinary shares Long 36.46
("CNIC") (Note 2 and 6) corporation
HEHIEEBRAF REBHAR B 450,000,0008% & & e 36.46
(RI&[HELFTERR])
(AT (H2k6)
China North Industries Group Corporation  Interest in controlled 450,000,000 ordinary shares Long 36.46
("CNIGC") (Note 3 and 6) corporation
HEERIXEEARDA REBHAR B 450,000,0008% & i & e 36.46
((HERBRIE]) (H#3k6)
China South Industries Group Corporation Interest in controlled 450,000,000 ordinary shares Long 36.46
("CSIGC") (Note 3 and 6) corporation
HEEREEREARDA REBHAR #5 450,000,0008% & & & e 36.46
(ThERRERE]) (H73K6)
Goertek (HongKong) Co., Limited Beneficial owner 363,650,000 ordinary shares Long 29.46
("HK Goertek") (Note 4)
EARBRRARDA EREAA 363,650,0008% & i@ i e 29.46
([BRTBRR]) (Hi#4)
Weifang Goertek Trading Co., Limited Interest in controlled 363,650,000 ordinary shares Long 29.46
("Weifang Goertek”) (Note 5) corporation
ENTBESERRA REBHAR #5 363,650,0008% & i@ % e 29.46
(TSR] (H225)
GoerTek (Note 5) Interest in controlled 363,650,000 ordinary shares Long 29.46
corporation
TR (Hit5) REBHAR B 363,650,0008% & i@ % e 29.46
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Notes: Bat

After the simultaneous completion of the Subscriptions on 31 January 2018
and as at the date of this report, Alpha Luck beneficially owns 553,900,000
ordinary shares, representing approximately 36.01% of the total number of
issued shares of the Company.

ARBEER-_T—N\F—A=+HRARTKREER
leiﬁz%El,Hﬁ BRI EEEZHEAR AN AR]553,900,0008%
AR MARRREHEBTRMHEE 2436.01% °

2. As Alpha Luck is wholly and beneficially owned by Silver City, which in turn HREHEXARERBREETESES - MREBE
is wholly and beneficially owned by CNIC, both Silver City and CNIC are ARt IR EERER  BEFHFRABKIIE
deemed to be interested in the same number of shares of the Company XVES - REFEBE R T TEAOH R ARLTHEEIES
held by Alpha Luck under Part XV of the SFO. ZE—HARDBRD R REE R

3. As the equity interest of CNIC was owned as to 50% by CNIGC and as to AR A TEREHTE R TEEE0%RAPE
50% by CSIGC, both of CNIGC and CSIGC are deemed to be interested in EREHEEES0% @ RIEFH RS KA EXVEE - F
the same number of shares of the Company held by CNIC under Part XV of l}ia‘%l%&‘? HEREEOHER AR TERE
the SFO. ZRA—HARRARKRMDPES B -

4. After the simultaneous completion of the Subscriptions on 30 January A w@%%ﬁ \ZE-NF-A=+HRAKBTKE
2018 and as at the date of this report, HK Goertek beneficially owns RABRERY BAEARBRREREBARA
363,650,000 ordinary shares, representing approximately 23.64% of the 363,650,000%%%@% CEARRFEHEBITRMNER
total number of issued shares of the Company. 2 #923.64% -

5. As HK Goertek is wholly and beneficially owned by Weifang Goertek, which E‘EEA%;/%:}AEI%A\%EEI/‘EE:}AQQQE SHER - A
in turn is wholly and beneficially owned by GoerTek, both Weifang Goertek TRUBRBRNZEE=ER  REZSFRATK
and GoerTek are deemed to be interested in the same number of shares of BIEXVED - AHHBARTRRMDAEERLEBRD
the Company held by HK Goertek under Part XV of the SFO. RRFBAEZRA—HERARROPEA = o

6.  Pursuant to the Notice of the General Office of the State Council on BEEBRFNEARE P RDEH RS TIEE
Printing and Distributing the Implementing Plan for Corporate-style HEMBA (BIHE[2017]1695%) - P BEEKRES
Restructuring of Central Enterprises (No. 69 (2017)) (EI#Bx it RAFERS EEEBEEBRZES([HEZRDES kT ER-
RENE R RAERIRG THEERSTROBM (BHIX[2017]69%) and T-NFZARKAREA(AREM]) rMitH T
under the direction of BliSlEl A EELEEIEZEE € (The State-owned ¥OEAVAMABRETAR A HFTEZHRNERE
Assets Supervision and Administration Commission of the State Council) NERABPEIEFIEBRAR] - RARIEMETK
("SASAC") of the PRC, CNIC underwent a corporate restructuring %A FTHEATRESTE PHEREHERTPER
(“Corporate Restructuring”) which was completed in February 2018, and EREREERAR ([HEBEX]) 5 AIHEE6.7%
CNIC is transformed into and registered as a limited liability company. The 37.54%K576% c PEIESE T ¥ PRI SR EHE RSP
Chinese name of CNIC has also been changed to"# Bt TEBRA BENAREZ 2 ERAUTHEREERER -
A]". Subsequent to the completion of the Corporate Restructuring, CNIC
is owned as to 56.7% by CNIGC, 37.54% by CSIGC and 5.76% by HEE
FER AR E ML AT (China Reform Holdings Corporation Ltd.) (“CRHC”").

Each of CNIGC, CSIGC and CRHC is wholly-owned and under the direct
supervision and administration of SASAC.

7. None of Alpha Luck, Silver City, CNIC, CNIGC, CSIGC, HK Goertek, THEE  RERE tHTE PRERTE HEH
Weifang Goertek nor GoerTek was interested in any securities of the ERER FAVRERR AVTBERIBROEE
Company under equity derivatives. RARBRASTETIEBE T2 EHFFHEE T -

8.  After the simultaneous completion of the Subscriptions on 30 January RREBEER_Z-N\F-A=+HRARTHERR

2018 and as at the date of this report, Anjie Technology (Hong Kong)
Company Limited (“HK Anjie”) beneficially owns 200,000,000 ordinary
shares, representing approximately 13.00% of the total number of issued
shares of the Company. As HK Anjie is wholly and beneficially owned by
Anjie Technology, Anjie Technology is deemed to be interested in the same
number of shares of the Company held by HK Anjie under Part XV of the
SFO. After the simultaneous completion of the Subscriptions on 30 January
2018 and as at the date of this report, the number of shares and the
percentage shareholding of the substantial shareholders were as follows:
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Class and number of

securities in which interested

after the simultaneous
completion of the

Subscriptions and as at the

Approximate percentage of
the total number of issued
shares of the Company after
the simultaneous completion
of the subscriptions and at

Name of substantial shareholder Capacity date of this report the date of this report
RABEHRARTHEZ

RABEERARTHR A RRAHRE B

ERAFERRETER EERARZHE R

TERFEHE g4 ZEFERREA ROBE2HNEIH
Alpha Luck Beneficial owner 553,900,000 ordinary shares 36.01
ZHE% ExBEA 553,900,000 & 3 % 36.01
Silver City Interest in controlled corporation 553,900,000 ordinary shares 36.01
HREER N PN P £ 553,900,000 & i A% 36.01
CNIC Interest in controlled corporation 553,900,000 ordinary shares 36.01
TAI% Nt VNI 5 553,900,000 % 37 3% 36.01
CNIGC Interest in controlled corporation 553,900,000 ordinary shares 36.01
REERTE REEH ARz ER 553,900,000 & 7 % 36.01
CSIGC Interest in controlled corporation 553,900,000 ordinary shares 36.01
FEEEER REEH ARz ER 553,900,000 % 57 % 36.01
HK Goertek Beneficial owner 363,650,000 ordinary shares 23.64
EETARR ExBEA 363,650,0000% & i@ ik 23.64
Weifang Goertek Interest in controlled corporation 363,650,000 ordinary shares 23.64
WO TAE N PN P £ 363,650,0000% I 8 i% 23.64
GoerTek Interest in controlled corporation 363,650,000 ordinary shares 23.64
@R N ek VNI 5 363,650,0000% & & ik 23.64
HK Anjie Beneficial owner 200,000,000 ordinary shares 13.00
ZRER EGHEEA 200,000,0008% & & ik 13.00
Anjie Technology Interest in controlled corporation 200,000,000 ordinary shares 13.00
Z 2R REEGIDE#R 200,000,0000% & & % 13.00
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SHAREHOLDERS’ INTERESTS IN TRANSACTION,
ARRANGEMENT OR CONTRACT OF
SIGNIFICANCE

Save as disclosed in the section headed “Continuing Connected
Transactions”, no transaction, arrangement or contract of
significance to which the Company or any of its subsidiaries
was a party and in which a shareholder of the Company had
a material interest, whether directly or indirectly, subsisted at
the end of the year under review or at any time during the year
under review.

ISSUE OF SHARES AND DEBENTURES

On 13 March 2017, the Company completed the issue of
246,867,500 Rights Shares to the qualifying shareholders
by way of rights, at the subscription price of HK$0.55 per
Rights Share. The net proceeds from the Rights Issue was
approximately HK$133,506,000. Each of the Rights Share,
which was ordinary share, ranked pari passu in all respects
among themselves and with the Shares in issue on the date of
their respective allotment and issue. Details of the Rights Issue
were disclosed in the Company’s announcements dated 25
January 2017, 9 February 2017 and 13 March 2017 as well as
the prospectus dated 20 February 2017.

On 29 November 2017, the Company entered into a
subscription agreement with Alpha Luck, the controlling
shareholder of the Company, and a subscription agreement
with Anjie Technology, respectively, pursuant to which
Alpha Luck and Anjie Technology respectively subscribed
for 103,900,000 shares and 200,000,000 shares at the
subscription price of HK$1.50 per share. The Subscriptions
were simultaneously completed on 30 January 2018 and the
net proceeds was approximately HK$454,928,000. The relevant
Subscription Shares were issued to the qualifying shareholders
on 30 January 2018. Each of the Subscription Share, which
was ordinary share, ranked pari passu in all respects among
themselves and with the Shares in issue on the date of their
respective allotment and issue. Details of the Subscriptions
were disclosed in the Company’s announcements dated 29
November 2017, 9 January 2018 and 30 January 2018 as well
as the circular dated 20 December 2017.
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The Company did not issue any debentures during the year
ended 31 December 2017.

RESERVES

As at 31 December 2017, the Company’s reserve available for
distribution to shareholders comprised the retained profit of
HK$83,195,000.

Details of movements in the reserves of the Group and the
Company during the year are set out in the consolidated
statement of changes in equity on page 81 and note 36 to the
consolidated financial statement.

CONFIRMATIONS OF INDEPENDENT
NON-EXECUTIVE DIRECTORS

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

independent non-executive Directors are independent.

RETIREMENT BENEFITS SCHEMES

Details of the Group’s retirement benefits schemes for the
year ended 31 December 2017 are set out in note 33 to the
consolidated financial statements.

EMOLUMENT POLICY

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

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

comparable market statistics.
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PRE-EMPTIVE RIGHTS

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

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2017, the aggregate amount
of turnover attributable to the Group's five largest customers
accounted for approximately 78% of the Group’s turnover and
the turnover attributable to the Group’s largest customer and
GoerTek and its subsidiaries accounted for approximately 38%
and 11% of the Group’s turnover respectively.

For the year ended 31 December 2017, the aggregate amount
of purchases attributable to the Group’s five largest suppliers
accounted for approximately 37% of the Group’ s purchases
and the purchases attributable to the Group’s largest supplier
accounted for approximately 18% of the Group’s purchases.

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

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s listed shares during the
year ended 31 December 2017.

COMPETING INTERESTS

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

On 6 December 2016, the Company (for itself and on behalf
of its subsidiaries) and GoerTek (for itself and on behalf of its
subsidiaries) entered into the renewed purchase agreement
("Renewed Purchase Agreement”) in relation to the sale of
parts, components and other products (including but not
limited to FPC products) by the Group to GoerTek, for the
period commenced from 1 January 2017 and expiring on 31
December 2019. Such transactions constituted non-exempt
continuing connected transactions of the Company under
the Listing Rules (“Continuing Connected Transactions”).
The Renewed Purchase Agreement and the transactions
contemplated thereunder, as well as the proposed annual
caps for the three years from 2017 were approved by the
independent shareholders at the extraordinary general meeting
of the Company held on 16 January 2017. The annual caps
set under the Renewed Purchase Agreement for each of the
three years ended 31 December 2017, 2018 and 2019 are
RMB210,000,000, RMB250,000,000 and RMB300,000,000
respectively. Details about the terms of the Renewed Purchase
Agreement, the continuing connected transactions and the
proposed annual caps had been disclosed in the Company’s
announcement dated 6 December 2016 and the circular dated
29 December 2016.

During the period from 1 January 2017 to 31 December
2017, the aggregate amount of the Continuing Connected
Transactions was approximately RMB103,988,000 (equivalent
to approximately HK$120,009,000).

The Directors (including all the independent non-executive
Directors) had reviewed the Continuing Connected Transactions
and had confirmed that the Continuing Connected Transactions
were entered into:
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(1) in the ordinary and usual course of business of the Group;

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

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

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

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

SUFFICIENCY OF PUBLIC FLOAT

According to the information that is publicly available to
the Company, and so far as the Directors are aware of, the
Company has maintained a sufficient public float throughout
the year ended 31 December 2017 and up to the latest
practicable date prior to the date of this report.
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PERMITTED INDEMNITY PROVISIONS

The articles of association of the Company provides that every
Director, manager, secretary or officer as well as every auditor
of the Company shall be entitled to be indemnified out of the
assets of the Company against all losses or liabilities which he/
she may sustain or incur in or about the execution of the duties
of his/her office or otherwise in relation thereto.

Save as disclosed in this report, the Company has not entered
into permitted indemnity provisions with the Directors. During
the year under review, the Company has taken out and
maintained appropriate insurance to cover potential legal
actions against its Directors.

EQUITY-LINKED AGREEMENTS

No equity-linked agreements were entered into by the Group or
existed during the year ended 31 December 2017.

DONATIONS

The Group had not made charitable or other donations of
HK$10,000 or above during the year under review (2016: Nil).

AUDITOR

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

On behalf of the Board
AKM Industrial Company Limited
Xiong Zheng Feng

CHAIRMAN

Hong Kong, 20 March 2018
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Deloitte.

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

OPINION

We have audited the consolidated financial statements of
AKM Industrial Company Limited (the “Company”) and its
subsidiaries (collectively referred to as “the Group”) set
out on pages 77 to 167, which comprise the consolidated
statement of financial position as at 31 December 2017,
and the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows for the year
then ended, and notes to the consolidated financial statements,

including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of
the Group as at 31 December 2017, and of its consolidated
financial performance and its consolidated cash flows for the
year then ended in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA") and have
been properly prepared in compliance with the Hong Kong
Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing ("HKSAs”) issued by the HKICPA. Our
responsibilities under those standards are further described in
the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent
of the Group in accordance with the HKICPA's Code of Ethics
for Professional Accountants (“the Code”), and we have
fulfilled our other ethical responsibilities in accordance with the
Code. We believe that the audit evidence we have obtained is

sufficient and appropriate to provide a basis for our opinion.
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KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming

FRETER

B ET SEERBRMOBEHE - HAH
REMBHRRNEARAEENER - %EF
HARERMBFBREAUBRRLRHLAER
FETRIEN - M T EHELFTHERES
NER -

our opinion thereon, and we do not provide a separate opinion

on these matters.

Key audit matter

CE RS

How our audit addressed the key audit matter

BMNETTENMEERZEETSHE

Allowances for obsolete inventories

REFERZFE

We identified the allowances for obsolete inventories
as a key audit matter because of the significant degree
of management judgement and estimation uncertainty
to determine the amount of allowances based on net
realisable values.

HRRBEA SR FEECCBEREIRERRENE
BEAHRIHRTEENE  ALBEMBREFTERER
ERBEEETEE-

As disclosed in note 17 to the consolidated financial
statements, carrying amount of the Group’s inventories
as at 31 December 2017 amounted to HK$95,480,000
and allowance for obsolete inventories recognised in
profit or loss for the year ended 31 December 2017
amounted to HK$5,172,000.

BN E T BERRMT17FAEE > RZE—+F+ A
=+—H EfEZFERMEERIS480,0008T K&
A FFT A=+ HILEFEREREACREF
&R /5,172,000 7T

Management of the Group reviewed the aged analysis
of the inventories at the end of the reporting period to
determine whether any provision is required to write
off or write down inventories to their net realisable
values, based on the latest selling prices and current
marketable conditions.
EEEEREERTRBREMRRZFERK T - AR
BROMEERBARAIHENAETRETENIRER
AMSHS OB T E E H Al #3575 (E -

Our procedures in relation to the allowance for
obsolete inventories included:

HPEREFERERENREF B

e Understanding the management’s assessment
in estimating the net realisable values of the
inventories and the Group’s policy adopted for
making allowances to write off or write down
inventories to their net realisable values.
BREBRENEAEEERFERZAGRE &
SEMFTRBEAMEIHORFEZ &R FEM
IR R ©

e Testing the appropriateness of the aged analysis
of inventories on a sample basis by checking the
ageing date to date of purchase or manufacture.
BBHESTR  BREPPEBENEERRAL
- DARFERRO TS EL -

e Testing the accuracy of the management’s
estimates of the net realisable values of the
inventories by comparing the latest selling prices
of the inventories, on a sample basis, to the latest
invoice prices of sale.

REWMESTN BEENSOCHEERESIHNHEE
BEEBRER  AREEEBHFENERFENG
FTE RN o

e  Evaluating the historical accuracy of the allowance
made by the Group by comparing the allowance
made in prior year to actual amount of obsolete
inventories in current year.
REFIFLNBERAFEREFTENERBEL
B ARG EEBEELEENE L ERIL -
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KEY AUDIT MATTERS (Cont’d)

Key audit matter

REEER

FRESTEIR(E)

How our audit addressed the key audit matter

BMNESTTENAEEREARESEE

Recoverability of trade receivables

E 5 W R A9 AT K ] 1

We identified the recoverability of the trade receivables
as a key audit matter due to significant degree of
management judgement and estimation uncertainty
involved in assessing recoverability of trade receivables.
AR EESRUFHIBRARKRE SR EARENEEE
H R EE AR E N At RIS R ERTE RER
FEfFHE-

As disclosed in note 18 to the consolidated financial
statements, the carrying amount of trade receivables
amounted to HK$331,963,000, net of the allowance
for doubtful debts amounted to HK$12,000 as at 31
December 2017.

WAERE B MERMT18IEE - R —tF+=A
=t+—HNEZRKFIERMAE/A331,963,000/% 7T (1
bR RER$E 12,0008 7T) °

The management of the Group reviewed the
recoverability together with the aged analysis of trade
and bills receivables so as to determine the amounts of
allowance for doubtful debts.

EXEBEEREEDCERE HRKFIAKEKREE AT UK
MARBRE DT - (EME T RRBENBE -

Our procedures in relation to the recoverability of the
trade receivables included:

TP B 5 YR Ay Al W Bl AR R VI 7 845

e  Evaluating the reasonableness of the management,

and assessment made therefrom, on the
recoverability of trade receivables by reference to
the accuracy of the management’s past estimates
and taking into account the aged analysis of trade
receivables;
2EEEERTMHANERERKEEERE FHERKK
HEHERER DT - AIEERRFEE S EYWSIERE
Wt s R

e Testing the appropriateness of the aged analysis
of the trade receivables on a sample basis by
checking the ageing date to date of issue of
invoices; and
BAMEAIRX  BREDHAELAZEENHEHSL
A ESRUEGRIERKR O M S EE - &

e  Evaluating the historical accuracy of the allowance
made by the management by comparing the
allowance made in prior year to actual amount of
doubtful debts in current year.
HEEFFLNBERAFERBRER SR - AT
HEREFELBENE L ERIE -
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OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the annual report, but does not include the
consolidated financial statements and our auditor’'s report
thereon.

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

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

RESPONSIBILITIES OF DIRECTORS AND THOSE
CHARGED WITH GOVERNANCE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

In preparing the consolidated financial statements, the directors
are responsible for assessing the Group’s ability to continue as
a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the Group or to
cease operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing
the Group’s financial reporting process.
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AUDITOR'’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion
solely to you, as a body, in accordance with section 405 of the
Hong Kong Companies Ordinance, and for no other purpose.
We do not assume responsibility towards or accept liability to
any other person for the contents of this report. Reasonable
assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with HKSAs will always
detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements.

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

e |dentify and assess the risks of material misstatement
of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal
control.

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

e  Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the directors.
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AKM Industrial Company Limited ZEF E£ 5 R 2 7

INDEPENDENT AUDITOR’S REPORT
BB E

AUDITOR'S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Cont’d)

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

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

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

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

We also provide those charged with governance with a
statement that we have complied with relevant ethical
requirements regarding independence, and to communicate
with them all relationships and other matters that may
reasonably be thought to bear on our independence, and
where applicable, related safeguards.
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INDEPENDENT AUDITOR’S REPORT
BB E

AUDITOR'’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Cont’d)

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

The engagement partner on the audit resulting in the
independent auditor’s report is Li Kin Fai.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

20 March 2018
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
REEaRHEMGMEE KSR

For the year ended 31 December 2017 HZ=—F—+F+=-A=+—HIFZF

2017 2016
—E—+tF —E—RF
Notes HK$’000 HK$'000
g3 FET AT
Revenue WA 5 1,118,838 821,662
Cost of sales HERAR (898,627) (646,373)
Gross profit E7 220,211 175,289
Other income H At Y A 6 17,874 15,037
Loss on disposal of subsidiaries HEMEQFER 26 (3,224) =
Distribution costs SN =] N (16,760) (15,897)
Administrative expenses THXZH (36,551) (31,852)
Research and development expenses e A (79,882) (92,122)
Share of profit of an associate FEAS —FEIEsE 2 2 =) 40 =
Finance costs AR 4 (2,850) (5,198)
Profit before taxation B 5 B g A 8 98,858 45,257
Taxation IR 9 (19,850) (17,567)
Profit for the year N E g Al 79,008 27,690
Other comprehensive income (expense):  HM2E Uz (B ) :
Item that may be subsequently reclassified BE2 N EFDEEER
to profit or loss: ZIARE :
Exchange differences arising on WMEGINETREL Y
translation of foreign operations fE N =% 40,586 (36,571)
Share of exchange difference of i e i /NI
an associate [N ER 192 -
Reclassification of translation reserve NEEHB QTR
to profit or loss upon disposal of MEEEETRSRE
subsidiaries 2@ 1,729 -
42,507 (36,571)
Total comprehensive income (expense) AEE2EWRZE (FX)
for the year e 121,515 (8,881)
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
REEEaRHMEZEKER

For the year ended 31 December 2017 HZ—F—+F+=-A=+—HIFEF

2017 2016
ZE—tF R W
Note HK$'000 HK$'000
it FTER FHET
Profit (loss) for the year attributable to: EEARFEERZH (E8)
Owners of the Company PAN/NSIEZ RSN 79,016 27,944
Non-controlling interests YRR M 25 (8) (254)
79,008 27,690
Total comprehensive income (expense) FEEE2ERE(FX)
attributable to: B
Owners of the Company ViN/NETE P =N 121,511 (8,543)
Non-controlling interests FEFE IR M AR 4 (338)
121,515 (8,881)
2017 2016
—E—+tF b
Earnings per share — basic GRAN R 12 HK6.62 centsifll  HK2.72 centsi{l
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

& B R IR R R

At 31 December 2017 R-ZE—+F+—-A=+—H

Annual Report 2017
—BtEER

2017 2016
—E—tF —E-RF
Notes HK$'000 HK$'000
Vioka FET FET
Non-current assets IERBEE
Property, plant and equipment M - WERERE 13 633,309 474,339
Prepaid lease payments TEfTHH & 5RIB 14 49,187 47,147
Interest in an associate R—REBE AR 2w 15 3,848 B
Available-for-sale investment AHEEZRE 16 17,945 16,769
Deposits for property, plant and ME  BmERREY
equipment R®e 13 14,694 15,363
718,983 553,618
Current assets REBEE
Inventories ey 17 95,480 79,771
Trade and other receivables B 5 & H b e W s IE 18 361,043 318,121
Prepaid lease payments ERHEENRIE 14 1,265 1,182
Pledged bank deposits BEHEMRRITER 19 2,357 2,356
Bank balances and cash RITEH LIRS 20 89,288 26,603
549,433 428,033
Current liabilities FEE
Trade and other payables B R EMENFIE 21 413,146 321,807
Deferred income I JE U A 22 5,288 2,395
Taxation payable JE B 18 8,456 6,829
Bank borrowings RITEE 23 67,976 134,391
494,866 465,422
Net current assets (liabilities) FREEAE(AE) 54,567 (37,389)
Total assets less current liabilities LEERABARG 773,550 516,229
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
& B R IR R R

At 31 December 2017 R-ZF—+F+-H=+—H

2017 2016
ZE—tF R W
Notes HK$’000 HK$'000
k3 FET FHT
Capital and reserves MR K
Share capital % < 25 466,667 333,161
Reserves % 1 271,776 150,265
Equity attributable to owners of RAGHE ANEGRER
the Company 738,443 483,426
Non-controlling interests FEIERTRE 2R = 631
Total equity AR 738,443 484,057
Non-current liabilities EmEBEE
Deferred income BT A 22 26,001 25,045
Deferred taxation RIEFE A 24 9,106 7,127
35,107 32,172
773,550 516,229

The consolidated financial statements on pages 77 to 167 were ZEFER_F—/\F=ZA -+ RHHLETRET
approved and authorised for issue by the Board of Directors on  EF77E167E 2 MK wmE - L T3 &E

20 March 2018 and are signed on its behalf by: ERERERE
LI YING HONG XIONG ZHENG FENG
DIRECTOR DIRECTOR
TRRAL REIF I
BF BEF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

REERBBER

For the year ended 31 December 2017 B Z=F

—tFIT A=t —HIFE

Attributable to owners of the Company

81

ONGIE 2PN
Statutory
Share surplus  Translation  Retained Non-
capital reserve reserve profits  Sub-total  controlling Total
(Note) interests
LR 2R
k& ffE  BRERE  REERA it B ag
(Hit)
HK$'000 HK§'000 HK§'000 HK$'000 HK§'000 HK§'000 HK$'000
AL T T AL T ThL AL
At 1 January 2016 A=F-RE-f-H 333,161 - 32,803 126,005 491,969 3,219 495,188
Profit (loss) for the year REFRRN(ER) - - s 27,944 27,944 (254) 27,690
Exchange differences arising BEBNEBEEL
on translation of foreign EHES
operations = = (36,487) = (36,487) (84) (36,571)
Total comprehensive (expense) AEE2E (AR Wi
income for the year ok . - [(36487) 27944 (8,543) (338) (8,881)
Dividend paid EARE S 2 = - = (2,250) (2,250)
At 31 December 2016 R=E-RE+-R=+-H 333161 = (3,684) 153,949 483,426 631 484,057
Profit (loss) for the year REFRRN(BR) - - L 79,016 79,016 ® 79,008
Exchange difference arising BEBNEBELL
on translation of foreign EHES
operations - - 40,574 - 40,574 12 40,586
Share of exchange difference of AME-HEBEARELER
an associate 5 - 192 - 192 - 192
Reclassification of translation reserve  HEMBAREEH
to profit or loss upon disposal of }ﬁ#ﬁﬁﬁﬁ @
subsidiaries - - 1,729 - 1,729 - 1,729
Total comprehensive income TEERENRES
jorteyezs e - 49 79016 121511 4 11515
Transfer to statutory surplus reserve ERTEITRREE = 22,551 - (22551) : . -
Issue of shares upon rights issue MR B TR 133,506 = = - 133,506 - 133,506
Disposal of subsidiaries (note 26) MEWB LR (Hi26) : - & r - (635) (635)
At 31 December 2017 R-E-tE+-A=1+-H 466,667 22,551 38,811 210,414 738,443 - 738,443

Note: Statutory surplus reserve represented The People’s Republic of China

(the

“PRC") statutory reserves. Pursuant to the relevant PRC regulations

and the Articles of Association of the PRC subsidiaries of the Company,
the PRC subsidiaries are required to transfer not less than 10% of their
post-tax profit to statutory reserves (i.e. statutory surplus reserve) as reserve
funds until the aggregated amounts have reached 50% of their registered
capitals. These reserves should only be used to make up losses, or
conversion into capital, or expansion of production and operation according
to the relevant rules in the PRC.
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CONSOLIDATED STATEMENT OF CASH FLOWS

GREHERER

For the year ended 31 December 2017 HZ—F—+F+=-A=+—HIFEF

2017 2016
—E—tF —ESARE
HK$’000 HK$'000
FERT FAT
OPERATING ACTIVITIES REXWB
Profit before taxation b %5t 51T i 7 98,858 45,257
Adjustments for: HTISIBIELAE
Share of profit of an associate P h — A5 E R R T (40) .
Interest expense FEXH 2,850 5,198
Interest income ) B WA (1,035) (88)
(Reversal of) allowance for (B FRE R ) RERBHE
doubtful debts (25) 1,096
Allowance for obsolete BREFEREE
inventories 5,172 1,546
Amortisation of prepaid TN EERIB
lease payments 1,220 1,236
Depreciation of property, mME - WE X
plant and equipment Bz E 62,487 46,224
Foreign exchange difference on SEARRIMEGEHRZ
inter-company balances fEHER 2,841 761
Loss on disposal of property, HEME BER
plant and equipment w2 B 4,550 4,498
Loss on disposal of subsidiaries HEMRBARZER 3,224 -
Deferred income recognised BRERIETWA (6,455) (6,389)
Operating cash flows before EEEEPHILE
movements in working capital Ben=E 173,647 99,339
Increase in inventories FEEH (15,419) (23,491)
Increase in trade and other B 5 N E b e W FRIE 12 0
receivables (39,369) (144,881)
Increase in trade and other B 5 N H Al FE A SRR IE AN
payables 67,839 160,165
Government grant received B B A 8,311 7,306
Cash generated from operations KEFSIRE 195,009 98,438
Profits tax (paid) refund (B REFEFR (545) 78
PRC Enterprise Income Tax paid BERAPETEMSH (16,619) (7,826)
NET CASH FROM OPERATING REXBHAESRSEER
ACTIVITIES 177,845 90,690
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CONSOLIDATED STATEMENT OF CASH FLOWS
SERERER

—tFIT A=t —HIFE

For the year ended 31 December 2017 B Z=F

2017 2016
—E—+tF ZE-REF
Note HK$'000 HK$'000
ks FET AT
INVESTING ACTIVITIES REXK
Net cash inflows on disposal of HERBARZ
subsidiaries BEmAFE 26 9,545 e
Interest received B U FH B 1,035 88
Proceeds from disposal of HEME - BE R
property, plant and equipment RAEFT1SFKIA 522 1,050
Purchase of property, plant and BEWHE BERRH
equipment (187,940) (104,210)
NET CASH USED IN INVESTING REXBHERSFR
ACTIVITIES (176,838) (103,072)
FINANCING ACTIVITIES B
Proceeds from issue of BITHERRKR G
rights shares Fr{S 3K 18 135,777 =
Expenses on issue of rights shares 377 BE % (5 B 5% (2,271) -
New borrowings raised HimEE 95,617 215,647
Repayment of bank borrowings BERITEE (167,471) (200,527)
Interest paid EAFE (2,850) (5,198)
Dividend paid to non-controlling IR HxHx$H
shareholders - (2,250)
NET CASH FROM FINANCING RMEXBRESREERE
ACTIVITIES 58,802 7,672
NET INCREASE (DECREASE) IN ReERASEEEBEM
CASH AND CASH CR2) B8
EQUIVALENTS 59,809 (4,710)
CASH AND CASH EQUIVALENTS FNRENELEZEEH
AT BEGINNING OF THE YEAR 26,603 32,851
EFFECT OF FOREIGN EXCHANGE /S ERS B &
RATE CHANGES 2,876 (1,538)
CASH AND CASH EQUIVALENTS FRESRBESSEER
AT END OF THE YEAR, HMRTERRRE
REPRESENTING BANK
BALANCES AND CASH 89,288 26,603
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

GENERAL

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

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

The consolidated financial statements are presented
in Hong Kong dollars (“HK$"”), which is the functional
currency of the Company.

The Company is an investment holding company and is
engaged in sourcing of raw materials and equipment and
trading of flexible printed circuits (“FPC"). Its subsidiaries
are principally engaged in manufacture and sale of FPC
and manufacture and sale of flexible packaging substrates.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

APPLICATION OF NEW AND REVISED HONG 2. HMAFHFTIREBITE B BIREE

KONG FINANCIAL REPORTING STANDARDS Bl (&R BHREEL D)
("HKFRSs")

Amendments to HKFRSs that are mandatorily effective REAFERFNER BBV EREERNE
for the current year EIE:S

The Group has applied the following amendments to RAFE AEBGRAERATEHELES
HKFRSs issued by the Hong Kong Institute of Certified A ([BFSMAT]) BH2ER
Public Accountants (“HKICPA”) for the first time in the ISR SR 2185 ¢

current year:

Amendments to HKAS 7 Disclosure Initiative EBGERETR  BEAE
ZIEFT
Amendments to HKAS 12 Recognition of Deferred Tax BEGTERE 125 BECHEEAEERA
Assets for Unrealised Losses 21BE] REREE
Amendments to HKFRS 12 As part of the Annual BRI BRE AR BB REER
Improvements to HKFRSs F125 2 B5T —ET-MEZFE
2014-2016 Cycle ZE-REAHR

FEMERT R

Except as described below, the application of the BRTIXFriiEIN  RAEEERABTENS
amendments to HKFRSs in the current year has had no WMERA 2B TNERNEBERANEERIB
material impact on the Group’s financial performance FFEEZMBERBRREMRLE,REZEHRE
and positions for the current and prior years and/or on W HMEMEAI o WBEDEERERTE -

the disclosures set out in these consolidated financial
statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

—E—tF A= —HILFE

For the year ended 31 December 2017 &=

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Cont’d)

Amendments to HKFRSs that are mandatorily effective
for the current year (Cont’d)

Amendments to HKAS 7 Disclosure Initiative

The Group has applied these amendments for the first
time in the current year. The amendments require an
entity to provide disclosures that enable users of financial
statements to evaluate changes in liabilities arising from
financing activities, including both cash and non-cash

changes. In addition, the amendments also require
disclosures on changes in financial assets if cash flows
from those financial assets were, or future cash flows will

be, included in cash flows from financing activities.

Specifically, the amendments require the following to
be disclosed: (i) changes from financing cash flows;
(i) changes arising from obtaining or losing control of
subsidiaries or other businesses; (iii) the effect of changes
in foreign exchange rates; (iv) changes in fair values; and

(v) other changes.

A reconciliation between the opening and closing balances
of these items is provided in note 29. Consistent with
the transition provisions of the amendments, the Group
has not disclosed comparative information for the prior
year. Apart from the additional disclosure in note 28, the
application of these amendments has had no impact on
the Group's consolidated financial statements.

2.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

(“HKFRSs") (Cont’d)

New and revised HKFRSs in issue but not yet

effective

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

effective:
HKFRS 9
HKFRS 15

HKFRS 16
HKFRS 17
HK(IFRIC) - Int 22
HK(IFRIC) - Int 23

Amendments to HKFRS 2

Amendments to HKFRS 4

Amendments to HKFRS 9

Amendments to HKFRS 10
and HKAS 28

Amendments to HKFRSs

Amendments to HKAS 40
Amendments to HKAS 28

Amendments to HKAS 28

Financial Instruments’

Revenue from Contracts with
Customers and the related
Amendments’

Leases’

Insurance Contracts?

Foreign Currency Transactions and
Advance Consideration’

Uncertainty over Income Tax
Treatments?

Classification and Measurement
of Share-based Payment
Transactions’

Applying HKFRS 9 Financial
Instruments with HKFRS 4
Insurance Contracts’

Prepayment Features with
Negative Compensation?

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture?

Annual Improvements to HKFRSs
2015-2017 Cycle?

Transfers of Investment Property’

Long-term Interests in Associates
and Joint Ventues?

As part of the Annual
Improvements to HKFRSs
2014-2016 Cycle!

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

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

J Effective for annual periods beginning on or after a date to be
determined

. Effective for annual periods beginning on or after 1 January 2021
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Cont’d)

New and revised HKFRSs in issue but not yet
effective (Cont’d)

Except for the new and amendments to HKFRSs and
Interpretations mentioned below, the directors of the
Company anticipate that the application of all other
new and amendments to HKFRSs and Interpretations will
have no material impact on the consolidated financial
statements in the foreseeable future.

HKFRS 9 Financial Instruments

HKFRS 9 introduces new requirements for the classification
and measurement of financial assets, financial liabilities,
general hedge accounting and impairment requirements
for financial assets.

Key requirements of HKFRS 9 which are relevant to the
Group are:

e all recognised financial assets that are within the
scope of HKFRS 9 are required to be 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 that give
rise on specified dates to cash flows that are solely
payments of principal and interest on the principal
amount outstanding, are generally measured at
fair value through other comprehensive income
("FVTOCI"). All other financial assets are measured at
their fair value at the end of subsequent accounting
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.
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AKM Industrial Company Limited ZEF E£ 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Cont’d)

New and revised HKFRSs in issue but not yet
effective (Cont’d)

HKFRS 9 Financial Instruments (Cont’d)

in relation to the impairment of financial assets,
HKFRS 9 requires an expected credit loss model, as
opposed to an incurred credit loss model under HKAS
39. The expected credit loss model requires an entity
to account for expected credit losses and changes in
those expected credit losses at each reporting date to
reflect changes in credit risk since initial recognition.
In other words, it is no longer necessary for a credit
event to have occurred before credit losses are
recognised.

Based on the Group’s financial instruments and risk

management policies as at 31 December 2017, the

directors of the Company anticipate the following

potential impact on initial application of HKFRS 9:

Classification and measurement

equity securities classified as available-for-sale
investments carried at cost less impairment as
disclosed in note 16: these securities qualified for
designation as measured at FVTOCI under HKFRS 9
and the Group will measure these securities at fair
value at the end of subsequent reporting periods
with fair value gains or losses to be recognised as
other comprehensive income and accumulated in
the investments revaluation reserve. Upon initial
application of HKFRS 9, the estimated fair value
gain of approximately HK$2.4 million relating to
these securities would be adjusted to investment
revaluation reserve as at 1 January 2018.

all other financial assets and financial liabilities will
continue to be measured on the same bases as are
currently measured under HKAS 39.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Cont’d)

New and revised HKFRSs in issue but not yet
effective (Cont’d)

HKFRS 9 Financial Instruments (Cont’d)
Impairment

In general, the directors of the Company anticipate that
the application of the expected credit loss model of HKFRS
9 will result in earlier provision of credit losses which are
not yet incurred in relation to the Group’s financial assets
measured at amortised costs and other items that subject
to the impairment provisions upon application of HKFRS 9
by the Group.

Based on the assessment by the directors of the Company,
if the expected credit loss model were to be applied by
the Group, there would be no material impact on the
accumulated amount of impairment loss to be recognised
by the Group as at 1 January 2018 as compared to the
accumulated amount recognised under HKAS 39.

HKFRS 15 Revenue from Contracts with Customers

HKFRS 15 was issued which establishes a single
comprehensive model for entities to use in accounting for
revenue arising from contracts with customers. 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.
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AKM Industrial Company Limited ZEF E£ 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

APPLICATION OF NEW AND REVISED HONG 2.

KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Cont’d)

New and revised HKFRSs in issue but not yet
effective (Cont’d)

HKFRS 15 Revenue from Contracts with Customers
(Cont’d)

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.
Specifically, the Standard introduces a 5-step approach to
revenue recognition:

. Step 1: Identify the contract(s) with a customer

e Step 2: Identify the performance obligations in the
contract

e Step 3: Determine the transaction price

e Step 4: Allocate the transaction price to the
performance obligations in the contract

e Step 5: Recognise revenue when (or as) the entity

satisfies a performance obligation

Under HKFRS 15, an entity recognises revenue when
(or as) a performance obligation is satisfied, i.e. when
‘control’ of the goods or services underlying the particular
performance obligation is transferred to the customer.
Far more prescriptive guidance has been added in HKFRS
15 to deal with specific scenarios. Furthermore, extensive
disclosures are required by HKFRS 15.

In 2016, the HKICPA issued Clarifications to HKFRS 15 in
relation to the identification of performance obligations,
principal versus agent considerations, as well as licensing
application guidance.

The directors of the Company anticipate that the
application of HKFRS 15 in the future may result in more
disclosures, however, the directors of the Company do
not anticipate that the application of HKFRS 15 will have
a material impact on the timing and amounts of revenue
recognised in the respective reporting periods.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Cont’d)

New and revised HKFRSs in issue but not yet
effective (Cont’d)

HKFRS 16 Leases

HKFRS 16 introduces a comprehensive model for the
identification of lease arrangements and accounting
treatments for both lessors and lessees. HKFRS 16 will
supersede HKAS 17 Leases and the related interpretations
when it becomes effective.

HKFRS 16 distinguishes lease and service contracts on
the basis of whether an identified asset is controlled by
a customer. Distinctions of operating leases and finance
leases are removed for lessee accounting, and is replaced
by a model where a right-of-use asset and a corresponding
liability have to be recognised for all leases by lessees,
except for short-term leases and leases of low value assets.

The right-of-use asset is initially measured at cost and
subsequently measured at cost (subject to certain
exceptions) less accumulated depreciation and impairment
losses, adjusted for any remeasurement of the lease
liability. The lease liability is initially measured at the
present value of the lease payments that are not paid
at that date. Subsequently, the lease liability is adjusted
for interest and lease payments, as well as the impact of
lease modifications, amongst others. For the classification
of cash flows, the Group currently presents upfront
prepaid lease payments as investing cash flows in relation
to leasehold lands for owned use while other operating
lease payments are presented as operating cash flows.
Upon application of HKFRS 16, lease payments in relation
to lease liability will be allocated into a principal and an
interest portion which will be presented as financing cash
flows by the Group.
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AKM Industrial Company Limited ZEF E£ 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (Cont’d)

New and revised HKFRSs in issue but not yet
effective (Cont’d)

HKFRS 16 Leases (Cont’d)

Under HKAS 17, the Group has already recognised prepaid
lease payments for leasehold lands where the Group is a
lessee. The application of HKFRS 16 may result in potential
changes in classification of these assets depending on
whether the Group presents right-of-use assets separately
or within the same line item at which the corresponding
underlying assets would be presented if they were owned.

In contrast to lessee accounting, HKFRS 16 substantially
carries forward the lessor accounting requirements in
HKAS 17, and continues to require a lessor to classify a
lease either as an operating lease or a finance lease.

Furthermore, extensive disclosures are required by HKFRS
16.

As at 31 December 2017, the Group has non-cancellable
operating lease commitments of HK$205,000 as disclosed
in note 31 of which HK$140,000 had original lease terms
over 1 year. A preliminary assessment indicates that these
arrangements will meet the definition of a lease. Upon
application of HKFRS 16, the Group will recognise a
right-of-use asset and a corresponding liability in respect
of all these leases unless they qualify for low value or
short-term leases.

Furthermore, the application of new requirements may
result in changes in measurement, presentation and
disclosure as indicated above.

The directors of the Company anticipate that the
application of the other new and revised HKFRSs will have
no material impact on the results and the financial position
of the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES

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 of Hong
Kong Limited (“Listing Rules”) and by the Hong Kong
Companies Ordinance (“CO").

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

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

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date,
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 statements
is determined on such a basis, except for share-based
payment transactions that are within the scope of HKFRS 2
Share-based Payment, leasing transactions that are within
the scope of HKAS 17 Leases, and measurements that
have some similarities to fair value but are not fair value,
such as net realisable value in HKAS 2 Inventories or value
in use in HKAS 36 Impairment of Assets.

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

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

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:

e Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity
can access at the measurement date;

e level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

e Level 3 inputs are unobservable inputs for the asset or
liability.

The principal accounting policies are set out below.

Basis of consolidation

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

. has power over the investee;

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

e has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control
listed above.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Basis of consolidation (Cont’d)

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

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

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

All intra-group assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in full on
consolidation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Basis of consolidation (Cont’d)

Changes in the Group’s ownership interests in
existing subsidiaries

When the Group loses control of a subsidiary, the assets
and liabilities of that subsidiary and non-controlling
interests (if any) are derecognised. A gain or loss is
recognised in profit or loss and is calculated as the
difference between (i) the aggregate of the fair value
of the consideration received and the fair value of any
retained interest and (ii) the carrying amount of the
assets (including goodwill), and liabilities of the subsidiary
attributable to the owners of the Company. All amounts
previously recognised in other comprehensive income
in relation to that subsidiary are accounted for as if the
Group had directly disposed of the related assets or
liabilities of the subsidiary (i.e. reclassified to profit or loss
or transferred to another category of equity as specified/
permitted by applicable HKFRSs). The fair value of any
investment retained in the former subsidiary at the date
when control is lost is regarded as the fair value on initial
recognition for subsequent accounting under HKAS 39
or, when applicable, the cost on initial recognition of an
investment in an associate or a joint venture.

Investment in an associate

An associate is an entity over which the Group has
significant influence. Significant influence is the power to
participate in the financial and operating policy decisions
of the investee but is not control or joint control over
those policies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

—E—tF A= —HILFE

For the year ended 31 December 2017 &=

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Investment in an associate (Cont’d)

The results and assets and liabilities of an associate are
incorporated in these consolidated financial statements
using the equity method of accounting. The financial
statements of an associate used for equity accounting
purposes are prepared using uniform accounting policies
as those of the Group for like transactions and events
Under the equity method, an
investment in an associate is initially recognised in the

in similar circumstances.

consolidated statement of financial position at cost and
adjusted thereafter to recognise the Group’s share of the
profit or loss and other comprehensive income of the
associate. Changes in net assets of the associate other
than profit or loss and other comprehensive income
are not accounted for unless such changes resulted in
changes in ownership interest held by the Group. When
the Group's share of losses of an associate exceeds the
Group’s interest in that associate (which includes any
long-term interests that, in substance, form part of the
Group’s net investment in the associate), the Group
discontinues recognising its share of further losses.
Additional losses are recognised only to the extent that
the Group has incurred legal or constructive obligations or
made payments on behalf of the associate.

An investment in an associate is accounted for using
the equity method from the date on which the investee
becomes an associate. On acquisition of the investment in
an associate, any excess of the cost of the investment over
the Group’s share of the net fair value of the identifiable
assets and liabilities of the investee is recognised as
goodwill, which is included within the carrying amount of
the investment. Any excess of the Group's share of the net
fair value of the identifiable assets and liabilities over the
cost of the investment, after reassessment, is recognised
immediately in profit or loss in the period in which the
investment is acquired.

3.
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AKM Industrial Company Limited ZEF E£ 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

—E—tF A= —HILFE

For the year ended 31 December 2017 &=

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Investment in an associate (Cont’d)

The requirements of HKAS 39 are applied to determine
whether it is necessary to recognise any impairment loss
with respect to the Group’s investment in an associate.
When necessary, the entire carrying amount of the
investment (including goodwill) is tested for impairment in
accordance with HKAS 36 as a single asset by comparing
its recoverable amount (higher of value in use and fair
value less costs of disposal) with its carrying amount. Any
impairment loss recognised forms part of the carrying
amount of the investment. Any reversal of that impairment
loss is recognised in accordance with HKAS 36 to the
extent that the recoverable amount of the investment
subsequently increases.

When a group entity transacts with an associate of the
Group, profits and losses resulting from the transactions
with the associate recognised in the Group’s consolidated
financial statements only to the extent of interests in the
associate that are not related to the Group.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
for goods sold by the Group to outside customers in
the normal course of business. Revenue is reduced for
estimated customer returns, rebates and other similar

allowances.

Revenue is recognised when the amount of revenue can
be reliably measured; when it is probable that future
economic benefits will flow to the Group and when
specific criteria have been met for each of the Group's
activities, as described below.

Revenue from the sale of goods is recognised when the
goods are delivered and titles have passed.

3.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Revenue recognition (Cont’d)

Interest income is accrued on a time apportionment
basis, by reference to the principal outstanding and at
the effective interest rate applicable, which is the rate
that exactly discounts the estimated future cash receipts
through the expected life of the financial asset to that
asset’s net carrying amount on initial recognition.

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

Operating lease payments, including cost of acquiring land
held under operating leases, are recognised as an expense
on a straight-line basis over the lease term.

In the event that lease incentives are received to enter
into operating leases, such incentives are recognised as a
liability. The aggregate benefit of incentives is recognised
as a reduction of rental expense on a straight-line basis.

Leasehold land and building

When the Group makes payments for a property interest
includes both leasehold 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
property is accounted as an operating lease. Specifically,
the entire consideration (including any lump-sum upfront
payments) are allocated between the leasehold land and
the building elements in proportion to the relative fair
values of the leasehold interests in the land element and
building element at initial recognition.
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AKM Industrial Company Limited ZEF E£ 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

—E—tF A= —HILFE

For the year ended 31 December 2017 &=

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Leasehold land and building (Cont’d)

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

the leasehold land is under a finance lease.
Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recorded in the respective functional currency (i.e. the
currency of the primary economic environment in which
the entity operates) at the rates of exchange prevailing
on the dates of the transactions. At the end of the
reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that
date. Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.

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

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

as appropriate).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Foreign currencies (Cont’d)

On the disposal of a foreign operation (that is, a disposal
of the Group’s entire interest in a foreign operation,
or a disposal involving loss of control over a subsidiary
that includes a foreign operation, or an associate that
includes a foreign operation of which the retained interest
becomes a financial asset), all of the exchange differences
accumulated in equity in respect of that operation
attributable to the owners of the Company are reclassified
to profit or loss.

Borrowing costs

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

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

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.
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AKM Industrial Company Limited ZEF E£ 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

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 rationale
basis over the useful lives of the related assets.

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

Retirement benefits contributions

Payments to defined contribution retirement benefits
schemes and state-managed retirement benefit schemes
are recognised as an expenses when employees have
rendered service entitling them to the contributions.

Short-term employee benefits

Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be
paid as and when employees rendered the services.
All short-term employee benefits are recognised as an
expense unless another HKFRS requires or permits the
inclusion of the benefit in the cost of an asset.

A liability is recognised for benefits accruing to employees
(such as wages and salaries, annual leave and sick leave)
after deducting any amount already paid.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Taxation

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

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

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

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

—E—tF A= —HILFE

For the year ended 31 December 2017 &=

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Taxation (Cont’d)

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

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

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

Current and deferred tax is recognised in profit or loss,
except when it relates to items that are recognised in
other comprehensive income or directly in equity, in which
case, the current and deferred tax is also recognised
in other comprehensive income or directly in equity
respectively.

Property, plant and equipment

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

3.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Property, plant and equipment (Cont’d)

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

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

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset.
Any gain or loss arising on the disposal or retirement of
an item of property, plant and equipment is determined
as the difference between the sales proceeds and the
carrying amount of the asset and is recognised in profit or
loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Research and development expenditure

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

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

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

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

e the ability to use or sell the intangible asset;

e how the intangible asset will generate probable
future economic benefits;

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

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

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

Subsequent to initial recognition, internally-generated
intangible asset is measured at cost less accumulated
amortisation and accumulated impairment losses (if any),
on the same basis as intangible assets acquired separately.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Impairment loss 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 relevant 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 asset individually, the Group estimates the
recoverable amount of the cash-generating unit to which
the asset belongs. Where a reasonable and consistent
basis of allocation can be identified, corporate assets
are also allocated to individual cash-generating units,
or otherwise they are allocated to the smallest group
of cash-generating units for which a reasonable and
consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs
to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset (or a cash-generating unit) 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.
In allocating the impairment loss, the impairment loss is
allocated assets on a pro-rata basis based on the carrying
amount of each asset in the unit. The carrying amount of
an asset is not reduced below the highest of its fair value
less costs of disposal (if measurable), its value in use (if
determinable) and zero. The amount of the impairment
loss that would otherwise have been allocated to the asset
is allocated pro rata to the other assets of the unit. An
impairment loss is recognised immediately in profit or loss.
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For the year ended 31 December 2017 &=

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Inventories

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

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

3.
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For the year ended 31 December 2017 &=

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Financial instruments (Cont’d)
Financial assets (Cont’d)
Effective interest method

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

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

Available-for-sale financial asset

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

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

Available-for-sale equity investment that does not have
a quoted market price in an active market and whose
fair value cannot be reliably measured. Such unquoted
equity investment is measured at cost less any identified
impairment losses at the end of each reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Financial instruments (Cont’d)
Financial assets (Cont’d)
Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. Subsequent to initial recognition,
loans and receivables including trade and other
receivables, pledged bank deposits and bank balances
and cash are carried at amortised cost using the effective
interest method, less any identified impairment losses.

Interest income is recognised by applying the effective
interest rate, except for short-term receivables where the
recognition of interest would be immaterial.

Impairment of financial assets

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

Objective evidence of impairment could include:

e significant financial difficulty of the issuer or
counterparty; or

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

e it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.
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For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Financial instruments (Cont’d)
Impairment of financial assets (Cont’d)

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

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

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

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

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Financial instruments (Cont’d)
Impairment of financial assets (Cont’d)

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.

In respect of available-for-sale equity investments,
impairment losses previously recognised in profit or loss
are not reversed through profit or loss.

Financial liabilities and equity instruments

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

Equity instruments

An equity instrument is any contract that evidences a
residual interest in the assets of the group after deducting
all of its liabilities. Equity instruments issued by the Group
are recognised at the proceeds received, net of direct issue
costs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2017 &=

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Financial instruments (Cont’d)
Financial liabilities and equity instruments (Cont’d)
Effective interest method

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

Interest expense is recognised on an effective interest
basis.

Financial liabilities at amortised cost
Financial liabilities including trade and other payables and

bank borrowings are subsequently measured at amortised
cost, using the effective interest method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Financial instruments (Cont’d)
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
continues to recognise the asset to the extent of its
continuing involvement and recognises an associated
liability. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset, the
Group continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds
received.

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and
the sum of the consideration received and receivable is
recognised in profit or loss.

The Group derecognises a financial liability when, and only
when, the Group’s obligations are discharged, cancelled or
have 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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For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

4. KEY SOURCES OF ESTIMATION UNCERTAINTY

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

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

The management estimates the useful lives and residual
values of property, plant and equipment. The estimated
useful lives and residual values are based on the expected
lifespan and original cost of those property, plant and
equipment respectively. The useful lives and residual
values of property, plant and equipment could change
significantly as a result of technical obsolescence. When
the actual useful lives and residual values of property,
plant and equipment are different from their estimated
useful lives and residual values due to the change
of commercial and technological environment, such
differences will cause an impact on the depreciation
charges and the amounts of assets written down for
future periods. In addition, when there is indication that
property, plant and equipment or a cash-generating
unit may be impaired, the Group estimates the
recoverable amount of the relevant asset or the relevant
cash-generating unit in which the relevant property, plant
and equipment is attached to.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Cont’d)

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

The carrying amount of property, plant and equipment for
the Group as at 31 December 2017 are HK$633,309,000
(2016: HK$474,339,000).

Allowance for obsolete inventories

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

The carrying amount of inventories for the Group
as at 31 December 2017 is HK$95,480,000 (2016:
HK$79,771,000), net of allowance for obsolete inventories
of HK$13,912,000 (2016: HK$8,072,000).

Annual Report 2017

—E—LEEH

4.

HEFTHBRZE 2 ETEZRR (&)

ME BERRBZIRFHRRGEE
&t (&)

AEBR-_Z—+F+_A=+—82Y
¥ HEMEEEREER633,309,000/87T
(ZZ—754F : 474,339,000 7T) °

REFERE

EEERNBEMRECLEEREEBR R
FUHRERNFERERDN - LHER
RTBEERREEZRENFHTFER
BELBEHE  ERERBESOMNCERE
REIRITIOR T % F R R R ¥
AERFE  HEFE 2 ERFERE
DREREE AER%FE ZREEM
B ] B3R FHE

AEBRZZE—+F+A=+—H2Z%F
EERE{E 495,480,000/ 7 (— T — /N4 ¢
79,771,000/ 7T) (KRR ETFT E & #E
13,912,000/ 7t (= Z — /<4 : 8,072,000
EIT)) e

117



AKM Industrial Company Limited ZEF E% 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Cont’d)

Allowance for doubtful debts

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

The carrying amount of trade and bills receivables at 31
December 2017 for the Group are HK$338,314,000 (2016:
HK$297,313,000), net of allowance for doubtful debts of
HK$12,000 (2016: HK$41,000).

REVENUE AND SEGMENT INFORMATION

Revenue represents the net amounts received and
receivable for the sales of FPC, electronic components,
manufacture and sale of flexible packaging substrate to
external customers, net of discounts and sales related
taxes.
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For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

REVENUE AND SEGMENT INFORMATION
(Cont’d)

Segment information

Information reported to the Executive Directors of the
Company, being the chief operating decision makers
("“CODM"), for the purpose of resource allocation and
assessment of segment performance focuses on type of
goods delivered.

For management purposes, the Group had three business
segments namely (i) the business of manufacture and
sale of FPC; (i) the business of manufacture and sale of
flexible packaging substrates; and (iii) sourcing and sale of
electronic components for the year ended 31 December
2016. During the year ended 31 December 2017, the
Group had changed the segment previously disclosed as
‘Sourcing and sale of electronic components’ to ‘Other’
since the Group decided to put less focus on sourcing and
sale of electronic components business after the disposal
of the 75% equity interests in Giant Rise Technology
Limited, which was the previous principal operating entity
of the Group engaged in the said business, in May 2017.
The aforesaid explained the basis on which the Group
reports its segment information to the CODM.

Principal activities are as follows:

the manufacture and sale
of FPC

FPC business -

Flexible packaging —  the manufacture and sale

substrates business of flexible packaging
substrates
Other —  the sourcing and sale of

electronic components
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REVENUE AND SEGMENT INFORMATION 5. WAKRDBHER (&)
(Cont’d)
Segment revenue and results PBMARER
The following is an analysis of the Group’s revenue and NEFEIRLERITBERD DA S WAR
results by operating and reportable segment. BoE SR o
Segment revenue -
external sales Inter-segment sales Eliminations Segment results
ABUA-NPHE AHEHEE b AREE
2017 2016 2017 2016 2017 2016 2017 2016
ZE-tF ZE-5F ZE-tE ZE-NF 2Bt S Bt R0
HKS'000  HK$'000  HKS$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TER Thn TR  TEn TR T TR TR
FPC business ZUERRER 1,048,429 779,019 1141 2,120 (1,141) (21200 127,335 115,893
Flexible packaging FUARERER
substrates business 49,789 19,607 87 4,562 (87) (4.562) 4,969 (42,826)
Other Hfy 20,620 23,036 - I - - 305 33
Total At 1,118,838 821,662 1,228 6,682 (1,228) (6,682) 132,609 73,100
Interest income 2 A 1,035 88
Central administration costs S A{THEA (2875)  (273%)
Finance costs BEMA (2,850) (5,198)
Loss on disposal of subsidiaries 1 EHEL 7E#E (3,224) -
Share of profit of an associate e —HBE A7 2 EF 4 -

BrbimaH

Profit before taxation

Inter-segment sales are charged at prevailing market rates.

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

No analysis of the Group’s assets and liabilities by
operating and reportable segments is disclosed as they
are not reviewed by the CODM nor otherwise regularly
provided to the CODM for review since the Group's
structure changed in 2017.
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AKM Industrial Company Limited ZEF E£ 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BERRNE

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

REVENUE AND SEGMENT INFORMATION 5.

(Cont’d)
Other segment information

2017

Amounts included in the measure of segment profit or

WARDEER (&)

loss:
Flexible
packaging
FPC substrates Segment
business business Other total
FH FHHE
BRWmER ERER Hit AHas
HK$'000 HK$'000 HK$'000 HK$'000
TER TR TR TER
Reversal of allowance for doubtful debts AEREED (25) - - (25)
Allowance for obsolete inventories BEFZERE 3,017 2,155 - 5,172
Amortisation of prepaid lease payments BNHEREER 1,220 - - 1,220
Depreciation of property, plant and ¥ BEMRENE
equipment 54,528 7,959 - 62,487
Release of government grant for ERRRE T HERERE
construction of factory on existing land RMEER 2 TR
and research and development projects (1,493) (4,962) - (6,455)
Loss on disposal of property, plant and HENE  BERRE
equipment ZER 4,550 - - 4,550
Research and development expenses HEER 75,475 4,407 - 79,882
Amounts regularly provided to the CODM but not included FEHRETELERARERBEETIBER
in the measure of segment profit or loss: BEoEBm 2 RIE
Flexible
packaging
FPC substrates Segment
business business Other total
Fit FHHE
BERWRER ERER Hit ABEE
HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR TER
Interest income S A (1,032) (3) - (1,035)
Interest expenses FBHX 2,850 - - 2,850
Income tax expense FEHEX 19,848 - 2 19,850
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122 AKM Industrial Company Limited ZEF E% 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 &=

REVENUE AND SEGMENT INFORMATION 5. WARDHER (&)
(Cont’d)

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

2016 —®—KF

Amounts included in the measure of segment profit or FFTEOHMEBERREEZNIA

loss:

—E—tF A= —HILFE

Flexible
packaging
FPC substrates Segment
business business Other total
FH FMEHE
BHRRES HiREH% Hith PEEE
HK$'000 HK$'000 HK$'000 HK$ 000
FHEL T T TET
Allowance for doubtful debts RIREE 784 3 312 1,096
Allowance for obsolete inventories BEFZERE 679 867 = 1,546
Amortisation of prepaid lease payments BNRENIBEH 1,236 = e 1,236
Depreciation of property, plant and ¥ BEMRENE
equipment 33,010 13,214 - 46,224
Release of government grant for BEHRRE T ER
construction of factory on existing land HMERM%ER 2
and research and development projects B2 (4,286) (2,103) - (6,389)
Loss on disposal of property, plant and HENE  BERRE
equipment BB 4,498 . L 4,498
Research and development expenses MEER 47,736 44,386 N 92,122
Amounts regularly provided to the CODM but not included THRATERLEAFTEREZZBERE
in the measure of segment profit or loss: BREE S EIB S 2 308 -
Flexible
packaging
FPC substrates Segment
business business Other total
FH FlEHE
BHRRES HiREH% 8] PEEE
HK$'000 HK$'000 HK$'000 HK$'000
FHEL THT FAT THx
Interest income B WA (79) 7 (2) (88)
Interest expenses FIBHX 5,198 - - 5,198
Income tax expense (credit) FrEREAY (Ke) 17,613 - (46) 17,567
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AKM Industrial Company Limited ZEF E£ 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

REVENUE AND SEGMENT INFORMATION 5. WAKRZBHER (&)
(Cont’d)
Geographical information it & & R
The Group operates in two principal geographical areas — AEERMEEXrEWEESE - P (T E
the PRC (excluding Hong Kong) and Hong Kong (country BEB) REE GEMKI ) - TR
of domicile). The following table provides an analysis TAEEREFEMIEA B S 5 k850
of the Group’s revenue from external customers by the BHEPZWAZDHT
geographical location of the customer:
Revenue from
external customers
REMBEF WA
2017 2016
—E—tE T A
HK$’000 HK$'000
TER FAT
The PRC other than Hong Kong FE(TEEES) 649,920 450,841
Hong Kong a5 355,285 279,598
Others H ity 113,633 91,223
1,118,838 821,662

Substantially all of the Group’s non-current assets,
including property, plant and equipment, prepaid lease
payments, are located in the PRC.

Information about major customers

Revenues from customers of the corresponding years
contributing over 10% of the total sales of the Group are

AEEZBABHIRBEE (REYE -
B R 5 4 LA R B4 T B 00B) BRI R R
B

FHXEEFZEHN

KERBEFEAANEEEERBEE A
10%EBCER ZWART :

as follows:
2017 2016
—E—tE® —TxE
HK$'000 HK$'000
FHET FAT
Customer A' % 5 420,673 239,360
Customer B’ 2E/0 242,629 141,524
Customer C2&3 A S RVSRRE] 120,009 90,822
! Revenue from manufacture and sale of FPC. i RERERHEREEERRZBA -
2 Revenue from manufacture and sale of FPC and flexible packaging 2 KB EE R AHE R B R AR R M E SRR
substrates. ZHA o
2 Customer C represents one of the Company’s shareholder and its g BEERERARAREZ —KEMBEAR -

subsidiary.
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124 AKM Industrial Company Limited ZEF E% 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

6. OTHER INCOME 6. HAW A
2017 2016
—F—tfF ZTAF
HK$’000 HK$'000
FET T T
Release of government grant for BRI E T EEMRE M
construction of factory on existing land  ZH 2 Br 2 8L (47722)
(note 22) 772 781
Release of government grant for research 3% A 3418 B ~ BT 2 8L
and development projects (note 22) (B1a222) 5,683 5,608
Government subsidies (Note) BIFER) (Hat) 4,721 2,657
Interest income F B WA 1,035 88
Rental income e A 321 172
Scrap income BERHEA 3,473 1,166
Reversal of allowance for doubtful debts — FBR & & & T 25 <
Net exchange gain FE X Y55 58 907 4,362
Others Hib 937 203
17,874 15,037
Note: The amount included HK$4,196,000 (2016: HK$2,657,000) Mt BWBREBE_T—tF+-A=+—-HL
representing subsidies from various government authorities in FETRABRMBAZHMAEETDHHZE
supporting the high technology research and development activities 854,196,000/ 70 (ZZ — /X4 : 2,657,000
for the year ended 31 December 2017. HBIT) °
7. FINANCE COSTS 7. BERAK
2017 2016
—E—tF —E—RF
HK$'000 HK$'000
FET FAT
Interests on bank borrowings RITIEEF & 2,850 5,198
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AKM Industrial Company Limited ZEF E£ 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BERRNE

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

PROFIT BEFORE TAXATION 8. FR¥iAIE A
2017 2016
—E—tF A
HK$'000 HK$'000
FET FAT
Profit before taxation has been arrived F BT m M 2k (GEA)
at after charging (crediting): ATIER :
Research and development expenses s A
Staff costs 8 TR A 17,034 17,540
Other research and development HiffzssE A
expenses 62,848 74,582
79,882 92,122
Directors’ and chief executive’s EERFETHRAEME
remuneration (note 10) (KtaE10) 1,145 1,014
Other staff costs Hth 8 TRCA 111,564 96,203
Other staff’s retirement benefits costs Hah B T ZiRKEF KA 9,088 8,825
Total staff costs BT A BT 121,797 106,042
Less: Other staff costs included in W ETAEXFIRHEER
research and development EM 8 ITRRKA
expenses shown above (17,034) (17,540)
104,763 88,502
Subcontracted worker costs S8 T AKA 110,755 71,345
Amortisation of prepaid lease payments & /<t 1 & Rt IA 4 1,220 1,236
Auditor’s remuneration 1% SR B 5 860 760
Cost of inventories recognised as an ERREAI 2HFEXAR
expense (Note) (&) 898,627 646,373
Depreciation of property, plant and W BMEMREZITE
equipment 62,487 46,224
Loss on disposal of property, plant and HEWE  BEAXBZERE
equipment 4,550 4,498
Minimum lease payments under TH REFEEHEEERT
operating leases in respect of land ZEIEME
and buildings 352 640
(Reversal of) allowance for doubtful (BB D) REERE
debts (25) 1,096
Net foreign exchange gain HNEE W 5 F RE (907) (4,362)
Rental income from properties REMEZHS WA (321) (172)
Note: The amount includes allowance for obsolete inventories of Mt SBEEREREFERMES172,0008T (=%
HK$5,172,000 (2016: HK$1,546,000). —54F 1 1,546,000 7T) -

Annual Report 2017
—BtEER

125



126

AKM Industrial Company Limited ZEF E% 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

Hong Kong Profits Tax is calculated at 16.5% of the
estimated assessable profit for both years.

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

AKM Electronics Industrial (Panyu) Ltd. (“AKM Panyu”)
and AKM Electronics Technology (Suzhou) Ltd.
("AKM Suzhou"”) were awarded the Foreign Invested
Advanced-Technology Enterprise Certificate in prior years.
AKM Panyu and AKM Suzhou are entitled to tax rate
reduction from 25% to 15% for three years commenced
from 1 January 2015 and 1 January 2016 respectively.

Annual Report 2017
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9. TAXATION I8

2017 2016
—F—tfF ZTAF
HK$'000 HK$'000
FET FAET

Current tax: BNERRLIH -
Hong Kong Profits Tax EENEH 679 314
PRC Enterprise Income Tax SR 21,645 15,332
22,324 15,646

Under(over)provision in prior years: EFEERET (BRERE)

Hong Kong Profits Tax EBNEMH 45 63
PRC Enterprise Income Tax FEPERER (4,084) (2,761)
(4,039) (2,698)
18,285 12,948

Deferred tax: IEFEFIR -
Current year (note 24) NEE (Hat24) 1,565 4,619
19,850 17,567

BEFEBRIBEBEMEFE 2 @ ERH
AR E16.5%FT & ©
PRMCEMSHEDESHEWNB AR ZE
AR EH AT ERBUAANE LB - 1R
BrEARKEMBIMEMERE (DA
BUOED) REEMBHEEED - &
MBARZMEE-_TEENF—A—A#
£25% o

RBEFE  ZEMN(BR)EFTEXAR
AR ([BERREMN]) RLENE TR
(BM) BRAR (M= EN]) BERS
M EERE - BERLENREHM L
MoplE—F—AF—A—BR=ZF—X
F-A—RE=FFZEMNEH25% THE
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AKM Industrial Company Limited ZEF E£ 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 &=

TAXATION (Cont’d)

—E—tF A= —HILFE

9. BIR(E)

The taxation for the year can be reconciled to the profit FARAZHRENEGEEBZEEME2E IS
before taxation per the consolidated statement of profit or B Humﬂ% GROENE
loss and other comprehensive income as follows:
2017 2016
—E—+tfF —ZE-REF
HK$'000 HK$'000
FET FAT
Profit before taxation R B B S 98,858 45,257
Tax at the applicable income tax rate RERAMSHBEEAE 2B

(note a) (Kiita) 14,829 6,789
Tax effect of income that are not taxable H & FE R 75 0% I B N 7] 2R &4

in determining taxable profit ZWA TG B (201) (3)
Tax effect of expenses that are not R TFERR T % F B el #0080

deductible in determining taxable 2RIz BB &

profit 5,055 2,798
Tax effect on share of profit of an EE—MBE AR ZERY

associate BBz E (6) =
Tax effect of deductible temporary AIERAMNBREERE

differences not recognised W E 771 (499)
Tax effect on further deduction of B ANE—F B

research and development expenses Ms 8 (K ib)

(note b) (5,276) (5,957)
Tax effect of tax losses not recognised AIERRBEERE RIS & 7,090 12,684
Overprovision in prior years INEFE 2 BERE (4,039) (2,698)
Effect of different tax rates of B A B E b B A R

subsidiaries operating in other wEZNAME 22

jurisdictions 62 125
Utilisation of tax losses previously not BAAARERZBIFEES

recognised . (291)
Deferred taxation arising from R o B i I 4 EUCTE 0

withholding tax on undistributed profits 2 4 7 & i F 18 1,565 4,619
Taxation for the year REERIA 19,850 17,567
Notes: Bt -

a.  AKM Panyu is the Group’s major operating subsidiary. Therefore, the a. EBRBAAAEEZFEZZEWBLA -

Group's applicable income tax rate is 15% (2016: 15%).

b. Pursuant to the relevant tax rules and regulations, PRC subsidiaries b.
can claim PRC income tax credits on additional 50% of the qualified
research and development expenses in the PRC. Such PRC income tax
credits are allowed, and are accounted for, as deduction from current
income tax expenses when relevant conditions are fulfilled and tax

approval is obtained from the tax bureau.
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AKM Industrial Company Limited ZEF E% 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

10. DIRECTORS’ AND CHIEF EXECUTIVE'S
EMOLUMENTS AND FIVE HIGHEST PAID
INDIVIDUALS

(i)

Details of directors’ and chief executive’s

remuneration are as follows:

2017

10.

REFHAL

()

Other emoluments

EERFETHRAEZHMERTSR

ESRFETHABZHEHERT
mE

HitM &
Retirement Performance
Salaries benefit related
and other scheme incentive Total
Fees benefits contributions  payments emoluments
R RIKER BHRE
ne HitiE A SR #HBzRe MewE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TERT TER TERT
(note e)
(Hizte)
Executive Directors: WITES:
Xiong Zheng Feng B > - - - -
Chai Zhi Qiang (note a) SR (ffita) - 279 28 156 463
Non-executive Directors: EHITEE
Li Ying Hong @A - - - - -
Gao Xiaoguang SN - - - - -
Jia Junan BEY - - - - -
Independent non-executive B FHITES
Directors
Hung Chi Yuen Andrew AR 60 - - - 60
Zhao Xiao (note b) B (i) 9% = 2 E 96
Cui Zheng EiF 72 - - - 72
Sub-total et 228 279 28 156 691
Chief Executive Officer THEE
Chai Zhi Qiang (note a) sk (Wita) - 412 42 - 454
Total L 228 691 70 156 1,145
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AKM Industrial Company Limited ZEF E£ 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 #HZE_-F—+F+ _-_A=+—HIFFE

10. DIRECTORS" AND CHIEF EXECUTIVE'S
EMOLUMENTS AND FIVE HIGHEST PAID

INDIVIDUALS (Cont’d)

()

Details of directors’ and chief executive’s

remuneration are as follows: (Cont’d)

2016

()

mTE (&)

—ET—RF

Other emoluments

10. ESERTETHAEBZHMER AR
BReHmMAL(E)

EERFIETHRAEZHMEFEHT

Hinpl &
Retirement  Performance
Salaries benefit related
and other scheme incentive Total
Fees benefits  contributions payments  emoluments
Hek RIKEH BRR
e HibgH FEfT BfcRe ilEatE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTET BT FTET THEL THET
(note e)
(Hizte)
Executive Directors: HITES:
Xiong Zheng Feng REIFIE - - - - -
Chai Zhi giang eEw - 634 73 92 799
Non-executive Directors: FHITES
Li Ying Hong A - - - - -
Gao Xiaoguang BB = = = - =
Jia Junan EEY - - - - -
Independent non-executive B IEHTEE
Directors:
Hung Chi Yuen Andrew AR 60 - - - 60
Zhao Xiao el 9 - - - 9%
Bi Keyun (note ¢) Er i (Bitc) 11 N . = 1
Cui Zheng (note d) B (Hfitd) 48 & £ = 48
Total BE 215 634 73 92 1,014
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AKM Industrial Company Limited ZEF E% 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

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

(i)

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

Notes:

(a) Retired as executive director on 26 May 2017 and remain its
position as Chief Executive Officer.

(b)  Term of office expired on 15 February 2018.
(c) Resigned on 4 February 2016.
(d)  Appointed on 3 May 2016.

(e)  The performance related incentive payments are determined
with reference to the Group’s operating results and individual
performances.

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

The executive directors’ emoluments shown above
were mainly for their services in connection with the
management of the affairs of the Company and the
Group.

The emoluments of the non-executive directors and
independent non-executive directors shown above
were mainly for their services as directors of the
Company.
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AKM Industrial Company Limited ZEF E£ 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 #HZE_-F—+F+ _-_A=+—HIFFE

10. DIRECTORS" AND CHIEF EXECUTIVE'S

EMOLUMENTS AND FIVE HIGHEST
INDIVIDUALS (Cont’d)

(ii) Employees’ remuneration:
Of the five individuals with the highest e

the Group, one (2016: one) director of
whose emoluments are included in the

PAID

moluments in
the Company
disclosures in

note 10(i) above. The emoluments of remaining four

(2016: four) individuals were as follows:

10. ESERTETHAEBZHMER AR
BREHMAL (&

(i) EEMS :

AEBRERESFMALF  —F
TE-RF —R)RARAES
H B & p0 bt 2 MY sE10() 2 3% B
FoBTHBR(ZE-RF:ERB)A
TZHMBIIT

2017 2016

—F—tF —ZE-RF

HK$'000 HK$'000

FERT FAET

Salaries and other benefits He kEMETF 3,506 3,703

Performance related incentive ERFEHP 2 EE

payments 925 240
Retirement benefit scheme RIKAE FIET B R AR

contributions costs 211 171

4,642 4,114

Their emoluments were within the following bands:

BEZHMES N FIATEE :

2017 2016

—®-tF —TAF

Number of Number of

individuals individuals

A N

HK$nil to HK$1,000,000 Z % T%1,000,000%8 7T 2 2
HK$1,000,001 to HK$1,500,000 1,000,001 87L&

1,500,000/ 7T 2 2

During the year ended 31 December 2017 and 2016,
no remuneration was paid by the Group to the

directors and the Chief Executive or the five highest

paid individuals as an inducement to join or upon

joining the Group or as compensation for loss of

office.
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11.

12.

AKM Industrial Company Limited ZEF E% 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

DIVIDEND

A final dividend of HK1 cent per share of approximately
HK$15,382,000 in respect of the year ended 31 December
2017 (2016: HK$nil) has been proposed by the directors
of the Company and is subject to approval by the
shareholders in forthcoming annual general meeting.

EARNINGS PER SHARE

The calculation of the basic earnings per share attributable
to owners of the Company is based on the following data:

11.

12.

iz =

BEEERERNEBEE-_ZT—+tF+=A
=+ —HLEFEZRBRESRIEMWN -
A 4£4915,382,0008 L (ZF —R"F : TF
L) WEASKREREERRBEFAE L
A -

BREF

ARBAEBEANEEERERAN ZFET
RAZ AT 8UE -

2017 2016
—E—tF —T-RE
HK$000 HK$'000
TET FAT
Earnings 2R
Profit for the year attributable to owners FR{EstEEAR BT 2 KA 7
of the Company for the purpose of HEABGEARFERF
basic earnings 79,016 27,944
Number of shares
Bz &
2017 2016
—E—tF I®B N
Number of shares B &
Weighted average number of ordinary RETESRELRZR 2
shares for the purpose of basic TR T8
earnings per share 1,193,384,239 1,026,727,217

The weighted average number of ordinary shares for
the purpose of basic earnings per share for 2016 were
adjusted to affect the effect of bonus element of the
rights issue which was completed on 13 March 2017.

There were no potential ordinary share in existence for
the two years ended 31 December 2017. Accordingly, no
diluted earnings per share has been presented.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

13. PROPERTY, PLANT AND EQUIPMENT/ 13. 9% BERRE ME- -BREK
DEPOSITS FOR PROPERTY, PLANT AND mEzRE
EQUIPMENT
Plantand Leasehold Office Motor  Construction
Buildings ~ machinery improvements  equipment vehicles in progress Total
BF REREE HENERE BOERG g§ HRIR st
HK$'000 HK§'000 HK§'000 HK§'000 HK$'000 HK$'000 HK$'000
T Tk AL AR T T L
cost A&
At 1 January 2016 RZE-7~5-F-H 164,128 388,159 48,801 25,659 3,333 28,170 658,250
Additions NE - 28,607 9,590 2,647 58 54,383 95,285
Disposals e - (23,685) - (291) (333) - (24,309)
Transfer #i - 7,060 794 533 - (8,387) -
Currency realignment EBER (10,404) (24,951) (3,534) (1,756) (142) (3,711) (44,558)
At 31 December 2016 RZE-7~E+-f=1-H 153,724 375,190 55,651 26,792 2,916 70,395 684,668
Additions RE - 74,111 15,189 1,060 402 98,217 189,579
Disposals HE . (15,710) - (2,460) (27) = (18,197)
Disposal of subsidiaries ~ HEMBA - (725) (1,278) (5,274) - = (7.277)
Witten off sk - - (16,260) - - - (16,260)
Transfer HE 8,213 58,151 32,136 928 - (99,428) -
Currency realignment ERAE 11,077 30,304 4,956 1514 160 4,892 52,903
At 31 December 2017 RZE—t%+-f=+-H 173,014 521,91 90,39 22,560 3,451 74,076 885,416
DEPRECIATION ik
At 1 January 2016 RZE-7~5-F-H 20,577 140,801 20,148 12,678 1974 - 19,178
Provided for the year EERE 4,956 31,315 7,540 1,927 436 - 46,224
Eliminated on disposals HEBKH - (18,188) - (273) (300) - (18,761)
Currency realignment R4RE (1517) (9.224) (1,604) (875) (92) - (13312)
At 31 December 2016 RZB-~E+-A=1+-H 24,016 144,704 26,084 13,457 2,068 - 210,329
Provided for the year EERE 5,357 41,294 13,060 2,271 505 = 62,487
Eliminated on disposals &R - (11,189 - (1,920) (16) = (13,125)
Eliminated on disposal of ~ HEK B A AEHH
subsidiaries - (594) (1,278) (4,548) - - (6,420)
Eliminated on written off i $5E 5 - - (16,260) - - - (16,260)
Currency realignment gHER 1,880 10,823 1,638 642 113 £ 15,096
At31 December 2017 RZE-tE+ZA=1-H 31,253 185,038 23,244 9902 2670 - 252,107
CARRYING VALUES EEfE
At 31 December 2017 RZE-tf+-f=1-A 141,761 336,383 67,150 12,658 781 74,076 633,309
At 31 December 2016 RZB-AF+-R=1-H 129,708 230,486 29,567 13,335 848 70,395 474,339
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For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

13. PROPERTY, PLANT AND EQUIPMENT/ 13. 1% - BERRE NE BER
DEPOSITS FOR PROPERTY, PLANT AND RE2ERE (E)
EQUIPMENT (Cont’d)
The above items of property, plant and equipment are L BERZBEIERTLLBMEHE
depreciated on a straight-line basis after taking into HREEBERERERATFERRE :

account of the estimated residual values at the following
rates per annum:

Buildings Over the shorter of the term of EF 2 AR 3 2 7 Hisk40
the lease of relevant land, or E50F (UREE A
40 - 50 years %)

Plant and machinery 5 — 15 years BB R es 52154

Leasehold Over the remaining term of the HMEWMERE RHETHBRSGE (AR

improvements lease or 4 years, whichever is rRERLE)

shorter

Office equipment 5 years WNERME 54

Motor vehicles 4 - 5 years =g 4ZE5HF

As at 31 December 2017, the Group has pledged buildings RZE—+HF+-_A=+—"H K&

and plant and machinery with carrying amounts of BRI (E 5 453,212,000 (= F

HK$53,212,000 (2016: HK$51,171,000) to secure general — "% : 51,171,000/ 7T) 2 B F LA KB

banking facilities granted to the Group. R ERAKEMER —RRTEE

R o

2ERFHAMRPEEEZ £ L -

=13

The buildings are located on leasehold land in the PRC.

Deposits for property, plant and equipment represents WM BMERRECIRSEREEDZE -
deposits paid to suppliers and subcontractors for MEERSKEREEZEIRZEN THERES
acquisition of property, plant and equipment and EEEZIESE -

construction in progress.
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For the year ended 31 December 2017 &=

14. PREPAID LEASE PAYMENTS

—E—tF A= —HILFE

14. M HEKIE

2017 2016
—E—+tF —E-RF
HK$’000 HK$'000
FERT FET
The Group s prepaid lease payments REEZENHEERIBRE
comprise:
Leasehold land in PRC Rz HEE T 50,452 48,329
Analysed for reporting purposes as: MEBABZH:
Current assets MENEE 1,265 1,182
Non-current assets EMENE E 49,187 47,147
50,452 48,329

The prepayment for land use rights is under leasehold and

is amortised over 50 years on a straight-line basis.

As at 31 December 2017, the Group has pledged land
use rights in PRC with carrying amount of HK$17,551,000
(2016: HK$16,818,000) to secure general banking facilities

granted to the Group.
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RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

15. INTEREST IN AN ASSOCIATE

= N 2

15. Bt N Al 2=

2017 2016
—E-+tF —E-REF
HK$’000 HK$'000
FTER T T

Cost of unlisted investment in JE_ETEEE AR MR E KA
an associate 3,616 -

Share of post-acquisition profit and other &1k U 8% 1% 3% 7

comprehensive income N H At 2 i & 232 =
3,848 -

Details of the Group’s associate as at 31 December 2017
are as follows:

Place of
established
and principal Form of
place of business
Name of associate operation structure
B3t B R
BEQR AR TELEMH EAMBER
New Career Guangzhou The PRC Sino-foreign
Electronics Company enterprise
Limited
BMTZBHEFERAA B FOEERE

Summarised financial information in respect of the
Group's associate is set out below. The summarised
financial information below represents amounts shown
in the associate’s financial statements, prepared in
accordance with HKFRSs.
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Attributable
interest and

proportion
of voting
power held
by the Group Principal activity
rEEERGESR
FEREELA TEEH
30% Manufacture and sale
of flexible packaging
substrates
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For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

15. INTEREST IN AN ASSOCIATE (Cont’d) 15. BE&E N Bl 2 W (&)

ZHE NP AR AN ZERE MR
these consolidated financial statements. FRIYIER -

The associate is accounted for using the equity method in

2017
—2—+tF
HK$’000
FER
Non-current assets FmBEE 951
Current assets BN A E 13,486
Current liabilities mE B & (1,612)
Net assets BEFE 12,825
Proportion of the Group’s ownership 7 &= B A Bk & 1 7] 2 8 G RERE 25 LL O
interest in the associate 30%
Group's share of net assets of the AEEEEBERARCEEFE
associate 3,848
Revenue WA 5114
Profit and other comprehensive B0 0m A K H M 2 S
income for the period 773
Group's share of profit and other REEELE S QRN
comprehensive income of the KEfh2mE kS
associate for the period 232

Dividend received from the associate

FEW B E R A Z B
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For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

16. AVAILABLE-FOR-SALE INVESTMENT

17.

16. AHEZRE

2017 2016

—E—tF —E-RF

HK$’000 HK$'000

FER FAT

Unlisted equity investment FELTRERE 17,945 16,769

The amount represented the Group’s 7.11% unlisted
equity interests in a company established in the PRC.
The investee is engaged in research and development of
semi-conductor packaging substrates. The unlisted equity
investment is measured at cost less impairment at the end
of the reporting period because the range of reasonable
fair value estimates is so significant that the directors of
the Company are of the opinion that the fair value cannot
be measured reliably.

ARG ARERPBEKHARIEL
TIRAERNT.11% - HWIREHRUEEF
BRIRKTERMHTE - ANIFLT
BRENAFESEGREREBAN AR
AESRRBEAAFMAEATE  BZK
FILEMRERER AR E B RIRK A

BRBEZ T AFE -

INVENTORIES 17. &
2017 2016
—E—+tF ZE-RF
HK$'000 HK$'000
FET FHT
Raw materials G¥uRES 22,381 24,750
Work in progress K G 37,870 36,628
Finished goods B G 35,229 18,393
95,480 " kel 4l
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For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

18. TRADE AND OTHER RECEIVABLES

Trade and other receivables include the following balances

B 5 & H WA

B 5 REMEWFIABTE TIE SRR

of trade and bills receivables: HREEWEERER

2017 2016

—E—+tF —E-RF

HK$’000 HK$'000

FEx FAETT

Trade and bills receivables B 5 W I & E I E R 338,326 297,354
Less: Allowance for doubtful debts o REREE (12) 41)
338,314 297,313

Other tax recoverable H Ath AT U [B] % 18 10,777 6,854
Other receivables and prepayments (Note) £ {t JiE Uk 7k I8 & J8 1~ 50 (B752) 11,952 13,954
361,043 318,121

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

As at 31 December 2017, trade receivables and
bill receivables amounted to HK$331,963,000
(2016: HK$290,101,000) and HK$6,351,000 (2016:
HK$7,212,000) respectively.

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

Before accepting any new customer, the management
assesses the potential customer’s credit quality and defines
credit limits by customer. Approximately 89% (2016: 90%)
of the Group’s trade receivables are neither past due nor
impaired.
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Bfat: ZFREIZRANR - EFTRRUREED
RAER+—EAREHA -

R_ZT—+t&+_A=+—HB BH5E
WHIB R EWREE S A /331,963,000
BT (ZZF— 75 290,101,000 T &
6,351,000/ 7 (ZZF — /X4 : 7,212,000/
JT) °

AEEGETESEPZEEH—KRR30H
EIORTE - REEHBER  EFERE
ERPZEEERKR ETIEXFPAAE
EEMBRENRNGBE Ko AZ120
H e

EEMFEP 2R ERESNMHELE
PrZEEEZREETEFPZEELR K
EEZH89% (ZF—RF :90%) E HE
WK IE 1 8 B SlORI A o
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For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

18. TRADE AND OTHER RECEIVABLES (Cont’d)

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

8. E5 R HMBUKIE (&)

ATARGEPRRZEREH(EZEH
WARER BT 2528 5 BWKIE
KW E g2 R D (BREERRI -
HEMEBEREZELBEHET)

2017 2016

—E—tHF —ZE-RF

HK$’000 HK$'000

THER FHET

Within 30 days 308 156,619 160,575
31 - 60 days 31&260H 118,060 87,311
61 — 90 days 61£290H 28,793 24,621
91 - 120 days 91£120H 28,201 17,184
121 days — 1 year 1218 E1F 6,641 7,622
338,314 297,313

Included in the Group’s trade receivable is (i) amount
due from a shareholder and its subsidiaries amounting
to HK$62,507,000 (2016: HK$55,992,000) (ii) amount
due from an associate amounting to HK$1,146,000
(2016: nil). In addition, amount of HK$22,948,000 (2016:
HK$8,677,000) is pledged to secure banking facilities
granted to the Group.

Included in the Group’s trade receivable balance
are debtors with aggregate carrying amount of
HK$38,562,000 (2016: HK$28,646,000) which are past
due at the reporting date for which the Group has not
provided for impairment loss in view of the satisfactory
subsequent settlement and have good credit quality
assessed by the management of the Group. The Group
does not hold any collateral over these balances. The
average age of these receivables is 101 days (2016: 126
days).
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— NG ) o gbAh - BH8122,948,0007%8
T (ZZE—754F :8,677,00087T) * {EAARK
SEATEREHRTEEZER -

REBESRERBRAREESBFERARE
18 /38,562,000 7L (ZF — /N F ¢
28,646,000/ 7T) < FEWBR 3% - B k1A
NGB BEE - BRAEEBEEYKER
HRERBERBEETEERETHAEGR
FEED & AEEWEELRERIEE
B AEBUTERZSZERTEEMER
Mo ZERWHIE 2 FHERRA1018 (=
T—RF 1 126R) o

o



AKM Industrial Company Limited ZEF E£ 5 R 2 7
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For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

18. TRADE AND OTHER RECEIVABLES (Cont’d)

Ageing of trade and bills receivables presented

18.

B 5 RHEMEYRE(E)

BRRFAHM2ICBHERBREZESE

based on the invoice date which are past due but not NEREREEZRR
impaired
2017 2016
TE2EF —E-RF
HK$'000 HK$'000
FERT FAET
0 - 30 days 0£30H 101 123
31 - 60 days 31&260H 15,679 5,911
61 — 90 days 61£90H 3,850 2,762
91 - 120 days 91£120H 12,291 12,228
121 days — 1 year 121BE1F 6,641 7,622
38,562 28,646
Movement in the allowance for doubtful debts RERBREET
2017 2016
ZE—tF —E-RF
HK$'000 HK$'000
FET FAT
Balance at beginning of the year FA]) 45 5 41 6,666
Impairment loss recognised W KIBRER 2
on receivables B EER D 4 1,096
Impairment loss reversed B EREEE (29) =
Amount written off as uncollectible W A A] Y @) 2 FRIE (5) (7,578)
Currency realignment B 1 (143)
Balance at end of the year TR 12 41

Included in the Group’s allowance for doubtful debts are

individually impaired trade receivables with an aggregate
balance of HK$12,000 (2016: HK$41,000) based on the
aged analysis of the trade receivables. The Group does not

hold any collateral over these balances.
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For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

18. TRADE AND OTHER RECEIVABLES (Cont’d) 18. EG R HMEUFIE (&)

The Group’s trade and other receivables that are DS EEENEE N EEYE
denominated in currencies other than functional currencies ZAEEEBE G MNHMEWRGRESHYMOT ¢

of the relevant group entities are set out below:

2017 2016
—Z—tF ZE-RF
HK$'000 HK$'000
THER FHT
United States dollar (“US$") Erx(Ex)) 107,224 76,150
South Korean Won (“KRW") BEE ((BHE ) - 263
19. PLEDGED BANK DEPOSITS 19. BHEAEITER
The amounts represent deposits pledged to banks to ZREAREMTRITZER - AIEERK
secure short-term banking facilities granted to the Group FTAEEZEBRTEE  AESEAR
and are therefore classified as current assets. B)EEE o
The pledged bank deposits of the Group carried at interest REEZ BHBRITFRIZFFNE0.02%
rate of 0.02% per annum (2016: 0.02% per annum). The (ZZ—RF  FHE.02%)FTE - BEE
pledged bank deposits will be released upon settlement of HETEREREBERITEEFEERR
the relevant bank borrowings. The pledged bank deposits B o BEARITFERIIABITEHE ©
are denominated in HK$.
20. BANK BALANCES AND CASH 20. RITEHRES
Bank balances comprise short-term bank deposits with WITHEBRBIE AN F0.01%E3.00% 2 F
original maturity less than three months which carry ME(ZE—RF :0.01%ZE1.15%) 5 B
interest at rates ranging from 0.01% to 3.00% (2016: BERIMALR=EAZEHRITER -
0.01% to 1.15%) per annum.
Included in the Group’s bank balances are short-term REBERITERBEERERRHZRITZ
deposits of HK$61,185,000 (2016: HK$21,698,000) kept % HITE 761,185,000 T (Z T — /K& ¢
in banks located in the PRC. 21,698,000/ 7C) °
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20. BANK BALANCES AND CASH (Cont‘d)
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AKM Industrial Company Limited ZEF E£ 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 #HZE_-F—+F+ _-_A=+—HIFFE

In addition, included in the bank balances and cash are the AN RITEBEREBETIAEBASE
BB IS I E¥BIE 2 FIE

following amounts denominated in currencies other than

20. SRITHBRRE (&)

the functional currencies of the relevant group entities are

set out below:

2017 2016
—E-+tF —ZE—RF
HK$000 HK$'000
FHET FAET
uss ETT 27,451 4,350
KRW FEEE 325 264
TRADE AND OTHER PAYABLES 21. EF R HMBNFIE
Trade and other payables include the following balances: B hEMEBMNRIBEOIETI &R
2017 2016
—E—tF —E-RF
HK$'000 HK$'000
FET FAT
Trade and bills payables BOENTERLENEZE 338,881 249,365
Payables for acquisition of property, WEEME  HmERSBEBY
plant and equipment JFE 1t 7R 18 11,428 22,431
Accrued staff costs JEZT B TR AN 39,500 30,897
Construction payables B T2 FRIA 11,086 8,893
Other taxation payables HiERFE 1,731 915
Other payables and accruals HEfibh A HERETER 10,520 9,306
413,146 321,807
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BEZREMEBNREE)

21. TRADE AND OTHER PAYABLES (Cont’d)

The following is an aged analysis by invoice date/bills

issued date of trade and bills payables at the end of the

reporting period:

21.

AT RRHmERRZER

B8/ REHA

HHIZIIcE S REANFAMENREZR

e D AT

2017 2016

—E—tHF ZE-RF

HK$'000 HK$'000

FET FET

Within 30 days 308 124,210 87,320
31 - 60 days 31£260H 88,957 63,935
61 — 90 days 61£290H 71,040 48,831
91 — 120 days 91£120H 34,974 27,648
121 days — 1 year 1218 E1F 15,965 19,679
Over 1 year 1A 3,735 1,952
338,881 249,365

The Group's trade and other payables that are

denominated in currencies other than functional currencies

of the relevant group entities are set out below:

RSB BRI
ZAEREE S R EAM

EEB N B TIE
JE A 0T

2017 2016
—E—tF —E-RF

HK$'000 HK$'000

FERT FHET

Japanese Yen (“JPY") BE(TRE]) 1,940 L
Euro ("EUR") BT (TEiTl) 280 1,441
Us$ ETT 47,433 38,684
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For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

22. DEFERRED INCOME 22 B A

2017 2016
—E—+tF —E-RF
HK$’000 HK$'000
FET FAT

Government grants received in respect of: Ft N5 I8 AU B 2 B T 2 B
Development of new products (note a) FEED (Hita) 4,488 1,647

Construction of factory on existing lands RIRE T EEKE (#77b)
(note b) 26,801 25,793
31,289 27,440

Less: Amounts to be recognised in profit & : RFERIEBFANER 2 XE
or loss in the following year (5,288) (2,395)

Amount shown under FERMBBBEBETARZ SR

non-current liabilities 26,001 25,045

Notes:

The amounts represent government subsidies received in advance
in relation to research and development expenses incurred on
the development of certain new products. The amounts would
be recognised in the same period as the related research and
development expenses were incurred resulting in release of
HK$5,683,000 (2016: HK$5,608,000) to profit or loss.

In 2010, amount of Renminbi (“RMB") 26,750,000 was received
in respect of a development support fund for the construction of
factory on the lands owned by the Group located at Suzhou pursuant
to “Implementation Measures for Development Support Policies for
Advanced Manufacturing Industries in Suzhou Gaoxin District”. The
amount would be released over the estimated useful lives of the
constructed factory upon the commencement of operation of the
new factory. The construction of the factory was completed and was
in use since 2011. During the year, HK$772,000 (2016: HK$781,000)
was released to profit or loss. Details in relation to the grant of the
fund had been disclosed in the announcement of the Company dated
25 September 2008.

Annual Report 2017

—E—LEEH

EE
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For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

23. BANK BORROWINGS 23. RITEE
2017 2016
—ZE-tF —FSNE
HK$'000 HK$'000
FET T T
Bank loans IRITE X 67,976 134,391
Secured Vi 24,284 80,730
Carrying amount repayable*: JEEEREE
Within one year —F R 51,650 107,651
More than one year, but not exceeding ~ Z R —F BB E
two years 1,954 10,543
More than two years, but not exceeding % R M T 38 1 4
five years 14,372 16,197
67,976 134,391
& The amounts due are based on scheduled repayment dates set out in * BHERBZRIEIUIRERENZERHE
the loan agreements. BRPREE-
Analysis of carrying amount: BREED T :
The carrying amounts of bank loans that contain a BEREREEGHEAR TIIREAE
repayment on demand clause (shown under current BeROBEREEHE(RADAEETE
liabilities) but repayable: ) A
2017 2016
—E—tF —E—RF
HK$'000 HK$'000
FERT FAT
Within one year —F R 51,650 107,651
Within a period of more than one year BB —FHENBBEMNE 2 HME
but not exceeding two years A 1,954 10,543
Within a period of more than two years BB/ FIMETHBEBRF 2 HHE
but not exceeding five years Al
14,372 16,197
67,976 134,391
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mEMBERER

B &

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

23. BANK BORROWINGS (Cont’d)

Bank loans amounting of HK$24,284,000 (2016:
HK$80,730,000) are secured by charges over land use
rights, buildings, trade receivable and bank deposits of the
Group (note 30).

At 31 December 2017, included in the bank borrowings of
the Group are bank loans amounting of HK$53,604,000
(2016: HK$132,053,000) which bear interest at fixed
rates.

The ranges of effective interest rates (which also equal to
contracted interest rates) on the Group’s borrowings are
as follows:

23. SR1TBE (&)

IRITE RS T HA24,284,0008 T (=&
— 754 1 80,730,0007T) * AAEEZ L1
ERE EF BFREBGREBRIEITEX
TEEAR (A7 4£30) °

RZB—tF+ZRAR=+—H &
ERHFARTEEBEZRITER L
%8 /53,604,000 . (=Z & — N &F -
132,053,000 7T) + JHILZ B E A L5 B o

AEEEEZERNE (FHEERETHF

R)EEWT

2017 2016
—E—tF —E—RF

Effective interest rates: ERFE
Fixed-rate borrowings EEEE
Variable-rate borrowings FEEE
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2.76%%£4.32% 3.01%%4.57%
3.80% to 3.83% 3.12%
3.80% %£3.83% 3.12%
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For the year ended 31 December 2017 &=

BANK BORROWINGS (Cont’d)

23.

—E—tF A= —HILFE

RITHE(E)

The Group’s bank borrowings that are denominated in LB BRI e B /WFZT“%E‘HE
currencies other than functional currencies of the relevant ZAEBEBRITEEHIIOT
group entities are set out below:
2017 2016
—E—+tF —T—REF
HK$'000 HK$'000
THER FHT
uss$ X7 59,207 40,234
JPY = - 2,338

As at 31 December 2016, a subsidiary of the Group
breached certain financial covenants as stipulated in the
borrowing agreements entered into by the subsidiary
with carrying amount in aggregate of RMB28,000,000
(equivalent to HK$31,302,000). The respective borrowings
had been classified as current liabilities. During the year
ended 31 December 2017, the Group has fully repaid the
respective bank borrowings.

DEFERRED TAXATION

The following deferred tax liability mainly arises from
withholding tax on the undistributed profits of the PRC

24. &

RZE—RNFE+ZA=1+—8 ' ££E—
FHBARGI YMNEERZENE THH
LEFKED PREEREGREARK
28,000,000t (855 5431,302,000% 7T) °
EHEAEEEDEARDEE BHE_ZT
—+FE+-_A=Z+—BLEE  A£EE
BHEESHEARE -

R T8

ATRETEAS HMTJ%“?ZK“EE%T&W
AMBEMBMEE ZRERIARE

subsidiaries and movement thereon during current and RAFERBEFEZIEBEEZES :
prior year:
HK$'000
FHET
At 1 January 2016 RZE—-RF—H—H 2,890
Charged to profit or loss (note 9) B=RENR (Fi29) 4,619
Currency realignment T R (382)
At 31 December 2016 RZZE—RF+=-ZA=+—H 7,127
Charged to profit or loss (note 9) B RNk (47:29) 1,565
Currency realignment B R 548
Release upon disposal of subsidiaries 7 H & Fff & A 7] B 8 [T (134)
At 31 December 2017 RZZE—tF+ZHA=+—H 9,106
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AKM Industrial Company Limited ZEF E£ 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

24. DEFERRED TAXATION (Cont’d)

25.

At the end of the reporting period, the Group has
the deductible temporary differences in respect
of accumulated allowance for doubtful debts and
accumulated allowance for obsolete inventories of
approximately HK$12,000 (2016: HK$41,000) and
HK$13,912,000 (2016: HK$8,072,000) respectively. No
deferred tax asset has been recognised in relation to such
deductible temporary difference as it is not probable that
the deductible temporary differences can be utilised in the
foreseeable future.

At the end of the reporting period, the Group has
unused tax losses of approximately HK$160,261,000
(2016: HK$105,781,000) available for offset against
future taxable profits. No deferred tax asset has been
recognised due to the unpredictability of future taxable
profit streams. The tax losses in Hong Kong may be carried
forward indefinitely. The unrecognised tax losses arising
from subsidiaries operated in the PRC of approximately
HK$160,261,000 (2016: HK$104,768,000) will expire from
2018 to 2021.

4 EFERE (&)

REHAR  AEEEFHEARER 2 25T
BEKRETE Z R BERB 2 TR
BB Z 589 BI#12,000/8 7T (Z T —/N4F
41,0007 7T) 13,912,000 70 (= Z — X
% : 8,072,000 7T) - BT A gEfEAI &8
S5 R B R AT FOR B B = EE 0 BRI g
ZENNREREZERRAEEHBEEE -

RIEHR - AEEHES T HEERRER
i om M) 2 oK B A3 #1885 8 49160,261,000
BT (ZZF—7<%F : 105,781,000 7T) ° |
B R SR FE FR B v A SROR S AT TEORD - A b I
BRARLEHIBEEE -NEABTIEERER]
EREAE  NPBEZ CHBRAREE
RIERTIEE1841160,261,0008 L (=&
— 7N 1 104,768,000/ 7T) BN —Z— N\
FEZTZ—FEH-

SHARE CAPITAL 25. iR
Number of Share
shares capital
R EE (&N
HK$'000
FET
Issued and fully paid: BEITRER
At 1 January 2016 and N\ZZE-RE-HA—-BK
31 December 2016 ZE-RE+ZH=+—H 987,470,000 333,161
Issue of rights shares (Note) BITHRRG (4 5t) 246,867,500 133,506
At 31 December 2017 R_ZF=+tF KR HAET—H 1,234,337,500 466,667

Note: On 13 March 2017, the Company issued 246,867,500 ordinary
shares, on the basis of one rights share for every four existing
ordinary shares at the subscription price of HK$0.55 per share.
The net proceeds raised by the Company was approximately
HK$133,506,000. The Company'’s issued ordinary shares increased to
1,234,337,500 shares accordingly. The new shares issued rank pari
passu in all respects with the existing shares in issue
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246,867,500k L@k - EE AT HRIRE
TRRER —RERRD RBEEAER
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133,506,000/ 7T « Bt + RARZBEE#ITE
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AKM Industrial Company Limited ZEF E% 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

26. DISPOSAL OF SUBSIDIARIES

(i)

On 10 May 2017, the Group entered into an equity
transfer agreement with an independent third party
in relation to the disposal of 70% equity interests in
New Career Guangzhou Electronics Company Limited
("New Career”), for a consideration of approximately
RMB6,399,000 (equivalent to approximately
HK$7,204,000). New Career is engaged in the
manufacture and sale of components of flexible
packaging substrate. The disposal was completed on
17 May 2017. The Group retains 30% equity interests
in New Career after completion of the disposal and
New Career became the associate of the Group on
the same date. The net assets of New Career on the

26. HEMB LT

(i)

RZE—+FRA+TH  AEEHE—
BRELE=ZFEITERISER
A #9 A R #6,399,0005T (BBE R
7,204,000/ T) R EEHEEMNT L
BEETFERABR(EMNEZBE]) 2
70% XM o BMZ B B
ERAH T HEREE - ZHEER
—E—+tFRATEARK - AEE
REETKEREBEMNZ B 230%
BRiEmMEMZBEERRBKANE
BB ENA o HE 2 BEMEBE
ZEEFEHNAT

date of disposal were as follows:

HK$'000
FHExT
Assets and liabilities of New Career EMZESREERRZEE
at the date of disposal: RERE:
Property, plant and equipment W - WEREE 856
Inventories FE 325
Trade and other receivables H 5 Kk E AW FRIE 10,219
Bank balances AT HE 8 1,004
Trade and other payables B 5 & H fih f& 1< 3018 (423)
Net assets disposed of EHEZFEE 11,981
30% equity interest retained as interest REIEHE AA 2 #xm 230%
in an associate [i& 1 (3,616)
Accumulated translation differences reclassified R EEZBERNEEE
to profit or loss upon disposal BENOEEER 1,213
Loss on disposal &2 EBE (2,374)
7,204
Net cash inflow arising on disposal: HEMELEZRERAFE
Cash consideration received BReRE 7,204
Less: Cash and bank balances disposed of B BEHECEES MRITHER (1,004)
Net cash inflow WEMAFEE 6,200
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AKM Industrial Company Limited ZEF E£ 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

26. DISPOSAL OF SUBSIDIARIES (Cont’d)

(i)

On 16 May 2017, the Group entered into an equity
transfer agreement with a buyer in relation to the
disposal of its 75% equity interests in Giant Rise
Technology Limited (”Giant Rise”) together with
its wholly owned subsidiary, Shenzhen Giant Rise
Electronics Company Limited (collectively referred
to as “Giant Rise Group”) for a consideration
of approximately HK$3,355,000. The buyer is
the ultimate shareholder of the non-controlling
shareholder that holds 25% equity interest in Giant
Rise. Giant Rise Group is engaged in the trading
of raw materials and FPC, sourcing and sales of
electronics components. The disposal was completed

26. HEMBLQR (&)

(i RZTE—tFRA+ A AEFE
—ZEFEIIREEERH - UD
3,355,000 8 TR ELEREMNEA
MEaRAR (/] ERER2E
MBARANEAENEEFBRA
ASmBRIZHER])) Z275%MRHE
B A A= TH25% % 5 6 FE 1R AR A%
ENHERE - =AEERERME
RZUEEBRIRZE DA RKERH
EEFRHEF REEER=ZT—C
FRATEATK - HETKEARE
ETBRFERARRERATEMR
- HEZHREASBEZEEFES

on 17 May 2017. The Group no longer holds any IR
equity interests in Giant Rise Technology Limited
upon the completion of the disposal. The net assets
of Giant Rise Group at the date of disposal were as
follows:
HK$'000
FAET
Assets and liabilities of Giant Rise Group EASEEREERHZEE
at the date of disposal: k&E:
Property, plant and equipment M- BEREE 1
Trade and other receivables H 5 Kk E AW IE 4,455
Bank balances IRITHE B 10
Trade and other payables 5 N H A0 58 (8)
Deferred tax liabilities EEFIEA (134)
Net assets disposed of BEHECFEE 4,324
Non-controlling interests FE 12 I 1 FE 2 (635)
Accumulated translation differences reclassified ExtTE=mpNHE%
to profit or loss upon disposal BEHOREEER 516
Loss on disposal &z EE (850)
3,355
Net cash inflow arising on disposal: HEFREEZ2RERAFE
Cash consideration received EHRERE 3,355
Less: Cash and bank balances disposed of B BEHEZRE RRITER (10)
Net cash inflow REMAFEE 3,345

Annual Report 2017
—BtEER

151



152

AKM Industrial Company Limited ZEF E% 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

27. FINANCIAL INSTRUMENTS

27. €I A

Categories of financial instruments SBMITAER
2017 2016
—E—+tF —E—RF
HK$’000 HK$'000
FHExT FHET
Financial assets EMEE
Loans and receivables (including cash ERMERZE(BERe K
and cash equivalents) B4%EER) 435,352 338,830
Available-for-sale investment A E ZIEE 17,945 16,769
Financial liabilities EHmas
Amortised cost 1 85 B A 435,297 420,721
Financial risk management objectives MBRREEE S

The financial instruments are fundamental to the Group’s
daily operations. The Group’s major financial instruments
include available-for-sale investment, trade and other
receivables, pledged bank deposits, bank balances and
cash, trade and other payables and bank borrowings.
Details of these financial instruments are disclosed in the
respective notes. The risks associated with the financial
instruments and the policies on how to mitigate these
risks are set out below. The management manages and
monitors these exposures to ensure appropriate measures
are implemented on a timely and effective manner.
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AKM Industrial Company Limited ZEF E£ 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

27. FINANCIAL INSTRUMENTS (Cont’d) 27.

Financial risk management objectives (Cont’d)
Market risk
Foreign currency risk management

Certain trade and other receivables, trade and other
payables, bank borrowings and bank balances and cash
of the Group are denominated in US$, other than the
functional currencies of the relevant group entities,
which expose the Group to foreign currency risk. The
Group has not used any financial instruments to hedge
against currency risk. However, the management monitors
foreign currency risk exposure and will consider hedging
significant foreign currency exposure should the need
arise.

The carrying amounts of the Group’s foreign currency

ERITE(E)

B R EE R E ()
LR

Sh AT B R

REBsETESREMERRIE BS
REMENKIE RITEEARRBITER
ERETDAET(TRAREBEEEER Y
MEEEHE) FHE - EAEBERZINERR -
KElIﬂif‘JﬁHTETTAEA‘iIﬂ%T%IJfﬁ%H
CEEEERIINERR YT
KHT%EEQL/EFEXM\MH & o

RBEEH  AEBUIEFEZEEE

denominated monetary assets and monetary liabilities at EREEAGE s EREEENT
the reporting date are as follows:
Liabilities Assets
=K BE
2017 2016 2017 2016
—E—+tF —T—RF ZE—+tF —FT—RF
HK$'000 HK$'000 HK$’000 HK$'000
THET FHET FET THET
Uss x7T 134,674 78,917 106,641 80,500
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AKM Industrial Company Limited ZEF E% 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

27. FINANCIAL INSTRUMENTS (Cont’d)

Financial risk management objectives (Cont’d)

Market risk (Cont’d)

Foreign currency risk management (Cont’d)

Foreign currency sensitivity

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

27. SR T R (&)

BHEBEERR(E)

TS EE ()

SMEE  B I (AR

SNEE R R

TRALAEEHAREREXTAHE
KAZ1E5% 2 BRI ° 5% R R E 32 [E ¥ 5
BEXR AR EEE < - BERED
MEEFRARBEZAIINEFEZEY
BR UYRFREERUINEERZ5%
SHELRAE - MUET(ZEINERR)
FHE  SUREDTRKRE S RHE M KR
R BZREMEMTE - RITEEAR
RITEBRNEE - WMARBHETRY
ESRAIRREERBRGFE M - HRA
REHTRES% - HHFARTEEN
BE—EHSZAREE M NIIGEHES
RE8-

2017 2016
—E—tF —E-REF
HK$'000 HK$'000
FHET FHETT
Increase (decrease) in post-tax profit REFER TR B % RGN Crid) -
for the year:
us$ e 1,191 (67)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 & ==

27. FINANCIAL INSTRUMENTS (Cont’d)

Financial risk management objectives (Cont’d)

Market risk (Cont’d)

Interest rate risk management

The Group is exposed to fair value interest rate risk in
relation to the fixed-rate bank borrowings. However, the
management considers the fair value interest rate risk on
the fixed-rate bank borrowings is insignificant as the bank
borrowings are relatively short-term. The management
monitors interest rate exposure and will consider hedging
significant interest rate exposure should the need arise.

The Group is also exposed to cash flow interest rate risk
relates primarily to variable-rate bank balances and cash
and bank borrowings. The Group currently does not have
an interest rate hedging policy. However, the management
monitors interest rate exposure and will consider hedging
significant interest rate exposure should the need arise.

Sensitivity analysis

The sensitivity analyses below have been determined
based on the exposure to interest rates for variable-rate
borrowings. Management considered the cash flow
interest rate risk in relation to variable-rate bank balances
is insignificant. The analysis is prepared assuming the
borrowings outstanding at the end of the reporting period
were outstanding for the whole year. A 50 basis point
(2016: 50 basis point) increase or decrease is used when
reporting interest rate risk internally to key management
personnel and represents management’s assessment of the
reasonably possible change in interest rates.

If interest rates had been 50 basis point (2016: 50 basis
point) higher/lower and all other variables were held
constant, the Group’s post-tax profit for the year ended
31 December 2017 would decrease/increase by HK$61,000
(2016: HK$10,000). This is mainly attributable to the
Group’s exposure to interest rates on its variable-rate bank
borrowings.
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AKM Industrial Company Limited ZEF E% 5 R 2 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 &=

27. FINANCIAL INSTRUMENTS (Cont’d)

Financial risk management objectives (Cont’d)
Credit risk

The Group’s maximum exposure to credit risk in the event
of the counterparties’ failure to perform their obligations
as at 31 December 2017 and 2016 in relation to each
class of recognised financial assets is the carrying amount
of those assets as stated in the consolidated statement
of financial position. In order to minimise the credit
risk, the management has delegated a team responsible
for determination of credit limits, credit approvals and
other monitoring procedures to ensure that follow-up
action is taken to recover overdue debts. In addition,
the Group reviews regularly the recoverable amount of
each individual trade receivable to ensure that adequate
impairment losses are made for irrecoverable amounts. In
this regard, the management consider that the Group's
credit risk is significantly reduced.

The Group has concentrations of credit risk on trade
receivables as 32% (2016: 43%) and 80% (2016: 79%)
of the total trade receivables was due from the Group's
largest customer and the five largest customers (including
the largest customer) respectively within the “FPC
business” operating segment in the PRC. The management
considers, based on the strong financial background and
good credibility of those debtors, there are no significant
credit risk.

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

Liquidity risk

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

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. The management also monitors
the utilisation of bank borrowings and ensures compliance
with loan covenants.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

27. FINANCIAL INSTRUMENTS (Cont’d)

Financial risk management objectives (Cont’d)

Liquidity risk (Cont’d)

Liquidity tables

The following table details the Group’s remaining

contractual maturity for its non-derivative financial

liabilities based on the agreed repayment terms. The table

has been drawn up based on the undiscounted cash flows

of financial liabilities based on the earliest date on which

the Group can be required to pay.

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 the reporting period.

27. €T H (&)

BHEBEERR(E)

mBELEE (E)

RBEE K

TERALAKERTESHABERE
HZBTAaR2EER -
SEANRZEFRHZERBEZRN

sem i

=N

RESRERH -

TREENBEARE ZH
MERFBNRZBRT  RIFTRHKIAT)

N EHRZFRMGREH -

AN =1
Srap==¢

o FEF B

2
EE PN

FZEISE N

On demand
Weighted and Total Total
average less than 13 4-6 7-12 undiscounted arying
interest rate 1 month months months months  cash flows amount
ng  BERIK AFRRE
Tz 184 12384 IZ6ER  TENER it ¢ EaaE
% HK$'000 HK$'000 HKS'000 HK§'000 HKS$'000 HKS'000
% TiEn tin Thn TiEn Tin Thn
At 31 December 2017 WoE-tEt-B=t-R
Non-derivative financial liabilities: FELHAE:
Trade and other payables BAREHERTE - 266,046 92,144 9,131 - 367,321 367,321
Borrowings: e
- fved-rate bank borrowings -ERRMEE 309 53,604 - - - 53,604 53,604
- variable-rate bank borrowings -2RBnEE 38 14312 - - - 14372 1431
34022 92,144 9,131 - 435,207 435,207
At 31 December 2016 RoB-rEt-fA=1-R
Non-derivative financial iabiliies: FiTEERER:
Trade and other payables BHRAMENTE s 185,592 86,629 7018 7,091 286,330 286,330
Borrowings: He:
- fixed-rate bank borrowings -ERRRE 401 132,053 - E 3 132,053 132,053
- Varable-rate bank borrowings -2880RE 31 2338 . £ - 2338 2338
319,983 86,629 7018 7,091 40,721 420,721
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

27. FINANCIAL INSTRUMENTS (Cont’d)

Financial risk management objectives (Cont’d)

Liquidity risk (Cont’d)

Bank loans with a repayment on demand clause are
included in the “on demand or less than 1 month” time
band in the above maturity analysis. As at 31 December
2017, the aggregate undiscounted principal amounts of
these bank loans amounted to approximately HK$68.0
million (2016: HK$134.4 million). 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
such bank loans as at 31 December 2017 will be repaid
within three years of the reporting date in accordance
with the scheduled repayment dates set out in the loan
agreements and note 23 to the consolidated financial
statements. At that time, the aggregate principal and
interest cash outflows will amount to approximately
HK$69.5 million (2016: HK$137.9 million).

Fair value of financial instruments

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

The directors of the Company consider that the carrying
amounts of financial assets and financial liabilities
recorded at cost and amortised cost in the consolidated
financial statements approximate their fair values at the
end of the reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

28. CAPITAL RISK MANAGEMENT

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

The capital structure of the Group consists of bank
borrowings disclosed in note 23, net of cash and cash
equivalents and equity attributable to owners of the
Company, comprising issued share capital, reserves and
retained earnings.

The management of the Group reviews the capital
structure on a continuous basis. The Group considers
the cost of capital and the risks associated with each
class of capital, and will balance its overall capital
structure through the raising of bank borrowings and the
redemption of existing debt.
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28. EXREA TR

AEEZEAEREEERASEAZE
BONHERLE  ARKEBELCER LK
AEBREEFAARLEALR - AE
BerEERRERREBEFEIE -

AEE 2 EARNRBEIEME23WE ZRT
fEE KRR FERBUAREAR
ABEAAEGLERZ (BREETRA &
BRREAN)

AEBEERESBEEHNEARE - A& H
ERENEARAREREAHBZ AR -
W A 3EBIEINIRITIEE KB ERAE BN
FEoEEBEARE -

159



160

29.

30.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

RECONCILIATION OF LIABILITIES ARISING 29.

FROM FINANCING ACTIVITIES

The table below details changes in the Group’s liabilities
arising from financing activities, including both cash
and non-cash changes. Liabilities arising from financing
activities are those for which cash flows were, or future
cash flows will be, classified in the Group’s consolidated
statement of cash flows as cash flows from financing

METHFELEAGEZHER

TRAVNAKERETHFELRELE
BH(BRERASRIIREED) BREEH
EEZRBEREARBZGEARERER
N HREREWINA (HERKBRER
EERIR) RERETHZREREZ
BfE-

activities.

Borrowings
BE
HK$'000
AT
(Note 23)
(Kt5t23)
At 1 January 2017 N_ZE—+F—F—H 134,391
Financing cash flows MmERESME (74,704)
Foreign exchange translation HNEEBmE 5,439
Interest expenses BB 2,850
At 31 December 2017 R-_B—tF+-_H=+—H 67,976

PLEDGE OF ASSETS 30. EEIKH

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

R|EBMR - THETRITER  BF
T ERAENRE S REFRE T 1
RASEERRITEEZEROT :

2017 2016

—E—+t5F —E—RF

HK$'000 HK$'000

FERT FAT

Bank deposits RITIER 2,357 2,356
Buildings EF 53,212 51171
Land use rights T i (FE A 17,551 16,818
Trade receivables B o EWZIE 22,948 8,677
96,068 79,022
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

mEMBERER

B &

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

OPERATING LEASE COMMITMENTS

The Group as lessee

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

31. KEFHERE

FEEEREAA

RBERAR  AEERBEL W REBT A
BEHEEMEE MR T 5 BRE B B2 Rk &
ERERBEZ RBEITAENT :

2017 2016

—E—+F —E-REF

HK$’000 HK$'000

THERT FHET

Within one year —FR 185 271
In the second to fifth year inclusive E_FEERF

(BHREREMF) 20 140

205 411

Operating lease payments represent rentals payable by

REMENREAKRERETHAIEME

the Group for certain of the office properties and staff FEEIEEASMzHe REHEFH
quarters. Leases are negotiated for terms within one year R—EE=F-
to three years.
CAPITAL COMMITMENTS 32. EXREE
2017 2016
—E—+tF ZE-RF
HK$'000 HK$'000
FET FAT
Capital expenditure in respect of BEYE BEMEREBEZER
acquisition of property, plant and X - BETAERRERE T
equipment which is contracted for but R NEE
not provided in the consolidated
financial statements 23,566 50,597
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
RE M BERRMNE

For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

RETIREMENT BENEFITS SCHEMES

The Group operates a Mandatory Provident Fund (the
“MPF"”) for all qualifying employees in Hong Kong.
The retirement benefits scheme contributions charged
to consolidated statement of profit or loss and other
comprehensive income of HK$45,000 (2016: HK$73,000)
represent contributions payable to the MPF scheme by the
Group, which contribution is matched by employees.

The employees employed in the Group’s PRC subsidiaries
are members of the state-managed retirement benefits
scheme operated by the PRC government. The Group
is required to contribute a certain percentage of their
payroll to the retirement benefits scheme to fund the
benefits. The state-managed retirement benefits scheme
contributions charged to the consolidated statement of
profit or loss and other comprehensive income amounted
to HK$9,113,000 (2016: HK$8,825,000). The only
obligation of the Group with respect to the retirement
benefits scheme is to make the required contributions
under the scheme.

No forfeited contributions are available to reduce the
contribution payable in future years.

RELATED PARTY TRANSACTIONS

(i) In addition to the balances set out in note 18, the
Group entered into the following transactions with
related parties during the year:

33.

34.

RAKEF T E

AEBAMBEREZEEREERILA
sItAE: ((BEe]) REEEEK
HM2EK RN Z 2 RKE NG
K A45,0008 7T (ZF — /X 4F : 73,0008
L) DHRASEXN TRESFE 2 M
FoMmEESEDERMER -

AEBEFHEWBAREAZEE BTBK
FFEEZBERKEBRTEZKE - A%
BARRAKBINGFEXZNHEEcETES
ERENE - NrEBm kEMmE2AEK
mRANHZ 2B ERKEF S HRA
9,113,000/ 7T (ZZF — /34 : 8,825,000/
) c REBRBRAKRENGFE ZE—TF
BIRBZTEMEL R T 21K -

78 13 4852 4R 3R AT FR BSR4 A
ZHHK -

BARE T X 5
() BERMEISZEHIN RAFE

AN AREE NG B R TR
5

2017 2016
—E—+F ZE—RF
HK$’000 HK$'000
FET FAT
Rentals for office paid to fellow HRRMB AR
subsidiaries MAEMS 120 120
Rental income received from WE e —MEE A E 2
an associate s N 321 .
Sales to an associate m— A RARHE 1,541 =
Sales of goods to a shareholder and A — & IZ 5 I E [ B
its subsidiaries ARIEEE M 120,009 90,822
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BERRNE

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

34. RELATED PARTY TRANSACTIONS (Cont’d)

(i)

(iii)

Transactions/balances with other state-controlled
entities in the PRC

The Group operates in an economic environment
currently predominated by entities directly or
indirectly owned or controlled by the PRC government
("state-controlled entities”). In addition, the Group
is significant influenced indirectly by China North
Industries Corporation (“CNIC”), a state-owned

enterprise established in the PRC.

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

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

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

Compensation of key management personnel

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

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

(i)

(iii)

X5 (&)

ERBEEMBRENCEELE 2R
5/ ik

AREERERE KBEREBRIHT
BN AR EREA LR 2%
(TEREZEHRE]D)EE - I K&
EREEXNPEXLcBEAERHE
AL TEEE ((HRESTTEEE])
EAXE-

ANEEE R A BRI D RETTE
BoBERR RAKEERIFZE
BmE  ZEEREHECER/FE=T -

AN REEERELEXRBBRES
ERBAREFEEZETRITAILE
BRS BRER  BEREM—K
RITIEE -

EERAEHEMBERENEEZRS
HAKBEZEEYIFER -

REBABZME
FRATEZEEABZME GRS MB

BERMEIOMBEINTEETZM

TEZEBEABZHEAFHEZEER
BEAXRBRETZBEEE -
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EVENT AFTER REPORTING PERIOD 35.

On 30 January 2018, the Company issued 103,900,000
and 200,000,000 ordinary shares at the subscription price
of HK$1.5 per share to Alpha Luck Industrial Limited
and Anjie Technology (Hong Kong) Company Limited
respectively. The net proceeds of approximately HK$454.9
million were raised by the Company. The Company’s
issued ordinary share capital was then increased to
1,538,237,500 shares. The new shares issued rank pari
passu in all respects with the existing shares in issue.

STATEMENT OF FINANCIAL POSITION AND 36.
RESERVES OF THE COMPANY

BEHRER

R-Z—NE—A=+8 X275 H
NERISBETZ RBERZINEEER
RARREZRR R (BEE) BRAFET
103,900,000/% 2200,000,0008% & &8 f% °
QA 2 BT 15 58 F §E 49 /454,900,000
B ARRIBBETTBRRAGILIEE
1,538,237,5008% ° FTB1T 2 RN S
HHEBEFEHTROEERFHAL -

RRB)HBARR R R EE

2017 2016
—E—+tF ZE-RF
HK$'000 HK$'000
FERT FAET

Non-current assets FMBEE
Property, plant and equipment W - WEREE 72 253
Interests in subsidiaries (ol NG o 455,475 468,852
Interest in an associate RN s 3,616 =
459,163 469,105

Current assets MENEE

Inventories FE 5,189 -
Trade and other receivables B 5 & E b fE W I8 91,045 71,635
Amount due from a subsidiary FE U — AP B & Rl 38 83,343 13,880
Pledged bank deposits EERIRITEK 2,357 2,356
Bank balances and cash RITEHR MRS 28,103 4,506
210,037 92,377
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BERRNE

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

36. STATEMENT OF FINANCIAL POSITION AND

RESERVES OF THE COMPANY (Cont’d)

36. AN B BEAR R KRR GEE (E)

2017 2016
—F—tF —E—RF
HK$'000 HK$'000
FExT FAET
Current liabilities REBAE

Trade and other payables B o5k EMERNIE 19,086 29,724
Amounts due to subsidiaries FEAS BT B A B 5k I8 87,393 93,986
Taxation payable FEH L 18 300 120
Bank borrowings RITEE 12,559 26,643
119,338 150,473
Net current assets (liabilities) ERBEE(ABE) 90,699 (58,096)
Total assets less current liabilities REERLBAEG 549,862 411,009

Capital and reserves AR A K 7 1
Share capital % 2% 466,667 333,161
Retained profits (R F 83,195 77,848
Total equity B 549,862 411,009

The statement of financial position of the Company on

pages 164 and 165 was approved and authorised for
issue by the Board of Directors on 20 March 2018 and are

signed on its behalf by:

LI YING HONG
DIRECTOR
FRA
EF
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2017 #HZ2=—F—+F+-A=+—HIFE

36. STATEMENT OF FINANCIAL POSITION AND 36. XA R BRRARRGEE (Z)
RESERVES OF THE COMPANY (Cont’d)

Movement in the Company’s retained profits AEARRB RN 22E

HK$'000

FAET

At 1 January 2016 RZE—RFE—HF—H 71,815
Profit for the year and total FRBEMNEFANEEBEBE

comprehensive income for the year 6,033

At 31 December 2016 R—ZZFE—XR"F+=-_A=+—H 77,848
Profit for the year and total FRRMNEFAEEBEEE

comprehensive income for the year 5,347

At 31 December 2017 R-F—tE+_-_A=+—H 83,195
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRNE

For the year ended 31 December 2017 #HZ—F—+F+-_A=+—HILFE

37. PARTICULARS OF SUBSIDIARIES OF THE 37. KN AlMf B AR 2 F# 15

COMPANY
Details of the Group’s subsidiaries as at 31 December RZE—+FRZT—RFF+_A=1+—
2017 and 2016 are as follows: AZAEEMBRARZFHFBOT

Place of established

and principal place Form of business Attributable equity interest
Name of subsidiary of operation structure Paid-up capital held by the Company Principal activities
WEARE HUBHRIELERT LEARER BRER MALRRAZEERAES TEER

2017 2016
ZB-tE ZE-RE

Directly Indirectly ~ Directly Indirectly
ER % ER i

AKM Panyu The PRC Wholly owned-foreign  US$21,700,000 100% - 100% Manufacture and sale
enterprise of FPC, manufacture
and sale of flexible
packaging substrates
RN (ER)EFEREARAT  +E NEEARE 21,700,000% HERHEFNSR
R RERBEZY
HRER
New Career The PRC Wholly owned-foreign ~ US$2,229,000 - - 100% - Manufacture and sale
enterprise of flexible packaging
substrates
BNZEEFERAR # HEBELY 2,229,000% 7 HERBEERMHE
R
AKM Suzhou The PRC Wholly owned-foreign  US$37,642,460 100% - 100% - Manufacture and sale
enterprise of FPC, manufacture
and sale of flexible
packaging substrates
ZRNETRE(HEN ERAR & hEBELR 37,642,000% 0 HERHERMER
o HEREEZM
HEER
Giant Rise Technology Limited Hong Kong Limited company HK$1,000,000 —** - 75% - Investment holding
EHHRERAT B ERAF 1,000,000 ¢ RERR
Shenzhen Giant Rise Electronics ~ The PRC Wholly owned-foreign ~ RMB1,800,000 # = - 75% Trading of raw
Company Limited enterprise materials and
FPC, sourcing and
sale of electronic
components
MIFAZNEETERAR B NEBEL) AR 1,800,0007C EERMHRZMLER
B REREERT
pR:A
i3 During the year ended 31 December 2017, the Group has disposal of I REBZE_ZE—+tFT_A=+—HILFE K&
70% equity interest in New Career. Upon completion of the disposal, B EREMNLZERFT0%MRE - RIEETKE - B
New Career became an associate of the Group (note 25(i)). N2 BB A AN 52 (B 2 B 8 R B) (B9 3E25()) ©

**  During the year ended 31 December 2017, the Group has disposal of ** REBE_F—LFFTA=+-BHLEFE XK

75% equity interest in Giant Rise. Upon completion of the disposal, SEBRHEREATS%RE - RIEETHE - K&
the Group no longer holds any equity interest in Giant Rise and its ETrERFERARENE AR 2 EMRE (M
subsidiary (note 25(ii)). 25(ii)) °

None of the subsidiaries had issued any debt securities at M A m R M EFERSERITEMER

the end of both years. "o
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FINANCIAL SUMMARY

MBEBRE

Year ended 31 December
BE+-—BA=+t—BLEE

RESULTS 2017 2016 2015 2014 2013
L —B-tF —F-F ZFHF ZFT-WF ZFT-=F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTEx FHT FHT FHT FHT
Revenue WA 1,118,838 821,662 630,631 622,057 641,159
Cost of sales 4 E BN (898,627)  (646,373)  (551,392)  (515,433)  (552,804)
Gross profit el 220,211 175,289 79,239 106,624 88,355
Other income H A 17,874 15,037 36,321 28,492 10,326
Loss on disposal of HEHRB AR Y
subsidiaries ] (3,224) e _ = .
Distribution costs 23 48 AR AN (16,760) (15,897) (16,360) (17,189) (12,048)
Administrative expenses 7B % H (36,551) (31,852) (25,234) (31,225) (25,130)
Research and nn g gec|
development expenses (79,882) (92,122) (70,324) (51,261) (22,589)
Share of profit of an FE{h — B &
associate RNAEIZ A 40 - o . _
Finance costs B & AN (2,850) (5,198) (3,598) (3,206) (5,406)
Profit before taxation B 55 AT 35 98,858 45,257 44 32,235 33,508
Taxation I8 (19,850) (17,567) (366) (2,272) (2,041)
Profit (loss) for the year K4 /& % 7
(E18) 79,008 27,690 (322) 29,963 31,467
At 31 December
R+=—RA=+—H
ASSETS AND LIABILITIES 2017 2016 2015 2014 2013
EERERE “E2—+tF —E-—RHF ZZT—hF ZT—NF ZT-=F
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
FTEx FHT FHT FHET FHT
Total assets BMEE 1,268,416 981,651 831,541 807,150 655,027
Total liabilities N =Ri (529,973)  (497,594)  (336,353)  (286,131)  (372,184)
738,443 484,057 495,188 521,019 282,843
Equity attributable to NATEER A
owners of the Company  JE{h#E xS 738,443 483,426 491,969 517,226 279,420
Non-controlling interests  FE4E f& #E 25 - 631 3,219 3,793 3,423
Total equity B 738,443 484,057 495,188 521,019 282,843
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