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Chairman’s Statement

TREESE

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 2021.

RESULT ANALYSIS AND BUSINESS REVIEW

In 2021,
supply chain disruption caused by the shortage of components,

due to the growth in consumption demands and

the smartphone market showed a relatively prominent
fluctuation. In the new energy vehicles market, following the
significant increase in global manufacture and sales of new
energy vehicles, the expediting popularity of new energy
vehicles drove the increase in demands of power batteries
for new energy vehicles. In the meantime, the prices of raw
materials increased significantly due to the changes in global
economic environment, the increase in prices of raw materials
in the upstream could not be passed to the downstream
due to intense competition within the overall FPC industry.
As a result, the product prices and overall profit level of the
industry showed a downward trend. During the year, the Group
continued to implement the strategy of “developing major
customers” and achieved satisfactory results in the supply of
the Group's products to customers manufacturing new energy
car power cells, camera compact modules and display modules
and the development of overseas customers, resulting in the
significant increase in operating revenue. However, factors
such as the decrease in gross profit margin as well as the
significant increase in administrative expenses and research
and development expenses led to a higher pressure on profit.
During the year under review, supply of FPC and flexible
packaging substrates for the manufacture of smartphones
and its modules, consumer electronics, new energy car power
cells and automotive electronics continued to be the main
development directions of the Group. By proactively improving
the Group's technical capabilities and standards, the Group
enhanced the productivity and strengthened the cooperation
between the upstream and downstream, and captured
opportunities to develop leading customers in the industry, so
as to achieve better operating results.
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Chairman’s Statement

TREESE

The turnover of the Group in the financial year of 2021 was
approximately HK$2,361,722,000, representing an increase
of approximately 40.88% as compared to approximately
HK$1,676,423,000 of 2020. The increase in turnover was
mainly due to the increase in orders from major customers of
the circuit boards and components business. Profit attributable
to owners of the Company for 2021 was approximately
HK$130,530,000, representing an increase of approximately
9.37% as compared to approximately HK$119,351,000 of
2020. The percentage increase in profit attributable to owners
of the Company was lower than the percentage increase in
turnover, mainly due to the impact of the decrease in gross
profit margin and the substantial increase in administrative
expenses and research and development expenses. As of
31 December 2021, earnings per share of the Group was
approximately HK8.49 cents, representing an increase of
approximately 8.99% as compared to approximately HK
7.79 cents of 2020. The gearing ratio of the Group was
approximately 44.20%, which managed to maintain at a
stable level. Taking into account of the Company’s profitability,
shareholder returns and sustainable development needs in the
future, the Group proposed the payment of a final dividend of
HK1.45 cent per share for 2021.

In 2021, the sales of the Group’s circuit boards and
components business increased by approximately 40.70% as
compared with last year, and its gross profit margin decreased
from approximately 14.88% in 2020 to approximately 13.16%
in 2021. The increase in sales of our circuit boards and
components business was mainly due to the increase in orders
from major customers. The decrease in gross profit margin
was mainly attributable to the decrease in product prices due
to fierce market competition and the increase in costs of raw
materials.
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Chairman’s Statement

TREESE

The Group will continue to invest in circuit board business, in
order to ensure the continuous improvement in its capability to
serve the customers. During the year under review, following
the launch of the Group’s new intelligent manufacturing plant
in Nansha, Guangzhou, and the operation of the equipment
invested in recent years, the Group's production capacity has
improved and its ability to serve customers was enhanced. In
addition, during the year under review, the Group’s plan to
construct a new plant in Suzhou factory has commenced.

In 2021,
increased by approximately 38.21% as compared with last year.

the Group’s research and development expenses

The Group has invested substantial research and development
resources mainly in high frequency and high speed FPC and
module products, and High Density Interconnector (HDI) FPC
products as well as intelligent innovation. The Group has
started mass production on high frequency and high speed
FPC products based on Liquid Crystal Polymer (LCP) and High
Density Interconnector (HDI) FPC products for our customers.
Through establishing an intelligent management system, the
Group carried out intelligent innovation of major production
lines to reduce the number of operators and improve
production efficiency.
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Chairman’s Statement

TREESE

On 14 January 2022, ZiFEFIZHEET (BEFY) BREITLE
(transliteration “AKM Meadville Electronics (Xiamen) Co., Ltd.")
("AKM Meadville”) and Alpha Luck Industrial Limited (being the
joint offerors) (the “Joint Offerors”) and the Company jointly
published an announcement (the “Joint Announcement”)
with respect to the pre-conditional proposal by the Joint
Offerors for the privatization of the Company by way of a
scheme of arrangement (“Scheme”) under Section 673 of
the Companies Ordinance (the “Proposal”). As disclosed in
the Joint Announcement, the making of the Proposal is, and
the implementation of the Scheme will be subject to the
precondition as set out in the Joint Announcement (“Pre-
Condition”) being satisfied and the Proposal and the Scheme
will become effective subject to the conditions (“Conditions”)
as set out in the Joint Announcement being fulfilled or waived,
as applicable, in each case on or before their respective long
stop dates, i.e. 9 January 2023 for the Pre-Condition and
31 March 2023 for the Conditions (or such other later dates as
may be agreed between the Joint Offerors and the Company,
or to the extent applicable, as the Executive Director of the
Corporate Finance Division of the Securities and Futures
Commission or any delegate(s) of the Executive Director may
consent and/or the High Court of Hong Kong may direct). If
the Pre-Condition is not satisfied before the long stop date for
the Pre-Condition, the Proposal and the Scheme will not be
implemented. If the Condition(s) is/are not fulfilled or waived,
as applicable, before the long stop date for the Conditions,
the Proposal and the Scheme will lapse. Details of the Proposal
(including the Pre-Condition and the Conditions) and the
latest status of the Proposal and the Scheme were disclosed in
the announcements of the Company dated 14 January 2022,
20 January 2022, 26 January 2022, 28 January 2022 and 18
February 2022. An expected timetable for the Proposal will be
set out in the composite scheme document of the Joint Offerors
and the Company containing, among other things, further
details of the Proposal (“Scheme Document”) and in a joint
announcement to be jointly made by the Joint Offerors and the
Company upon the despatch of the Scheme Document.
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Chairman’s Statement

TREESE

OUTLOOK

Affected by the prolonged novel coronavirus pandemic and
the changes in global economic environment, along with the
increase in uncertainties of global economic environment,
the electronic industry fluctuated to a greater extent. In the
meantime, as the application of new technologies becomes
wider and more mature, and major international customers
have increasing concern on supply chain security and price
factors, the Group is facing a more challenging and competitive
environment. The Group remains cautious about the future
and will pay close attention to the changes in the economy,
industry and major customers. The Group will enhance the risk
management and internal capability, adhere to the strategy of
"developing major customers”, continuously uplift the product
technological capabilities, strengthening the efforts in exploring
major customers in key markets and emerging sectors, seize the
market opportunities in new application fields, strengthening
the localization service for overseas market. By the integration
of upstream and downstream resources as well as the
enhancement in its risk resistance capability, the Group will
strive to turn risks into opportunities and continuously improve
its operating results.

The Board believes that, following the popularity of “5G”
smartphones and the increase in demands of wearable products
and new energy vehicle electronic products, despite the
continuing threat of the novel coronavirus pandemic, the circuit
boards and components business is expected to maintain its
growth trend in the foreseeable future. The Group will continue
to invest in circuit board business and adhere to the strategy
of “developing major customers”, uplift the core capabilities
of the Company, pay full attention to the market opportunities
in new application fields, and strengthen the strategic
cooperation with relevant shareholders and AKM Meadville, so
as to overcome difficulties and keep on improving its operating
results. The Group aims at developing into an important
international supplier of circuit boards and components and
becoming the industry leader in the PRC.
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Chairman’s Statement

TREESE

APPRECIATION

On behalf of the Board, | would also like to take this
opportunity to express my gratitude to the management and all
staff members of the Group for their dedication and invaluable
contributions over the past year. | would also like to thank our
customers, suppliers, business partners and shareholders for
their continuous support.

AKM Industrial Company Limited
Xiong Zheng Feng
Chairman

Hong Kong, 14 March 2022
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Directors and Senior Management of the Group

rEBEFAEREERE

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

DIRECTORS

Executive Director

Mr. Xiong Zheng Feng (BEIEI£), aged 52, is the chairman
and the executive Director of the Company. In July 1992, he
graduated from the Department of Computer Science of =5
K2 (Nankai University) and obtained his bachelor degree in
science. He then obtained his master degree in economics from
mI B K24 B2 B (Nankai University School of Economics) in
July 1995. He is a director of Alpha Luck Industrial Limited, the
controlling shareholder of the Company, since March 2001.
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. Mr. Xiong is also executive director
of AKM Electronics Industrial (Panyu) Ltd. and AKM Electronic
Technology (Suzhou) Company Limited, both of which are
subsidiaries of the Group. Mr. Xiong is the chairman of the
board of directors of ZiEFEMHET (EF) BREETLE
(transliteration “AKM Meadville Electronics (Xiamen) Co.,
Ltd"”)since December 2019. 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

FEEEERSREEE

Non-executive Directors

Mr. Gao Xiaoguang (FFEF), aged 46, is currently vice
president of GoerTek Inc. (“GoerTek”), a substantial shareholder
of the Company. Mr. Gao graduated from Shandong Institute
of Technology (LLIE T 2p%)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 a non-executive Director since 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 51, is currently vice president
of and secretary to the board of directors of GoerTek. He
graduated from Shandong Institute of Finance and Economics
(W BB BZPE) in July 1993 with a bachelor degree in
economics and obtained his master degree in economics from
Shandong University (LUEEAZ)in 2003. Mr. Jia obtained a
doctorate degree in economics in 2008 from Xiamen University
(EF9ARE) . 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 (BEEGMEE
F82)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 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

rEBEFAEREERE

Mr. Wang Chunsheng (E&4), aged 47, graduated from
School of Mechanical Design and Engineering, Jiangsu
University of Science and Technology T &RIE T A £ 11 55
s T 2B7)in June 1998. Mr. Wang joined Suzhou Anjie
Technology Co. Ltd (BRMNZREZRKRMBBRAE) (“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 a non-
executive Director since 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.

Ms. Zhang Xiaoming (3REEER), aged 43, is currently a director
of Alpha Luck Industrial Limited and chief accountant of China
North Industries Corporation, the controlling shareholders of
the Company. She obtained a master degree in accountancy
in April 2003 from Dongbei University of Finance and
Economics (B8J6Rf4E K 2) . She also obtained a doctorate
degree from The Research Institute for Fiscal Science of the
Ministry of Finance (B4 EEBEA BRI 2 ZEFT) (now known as
Chinese Academy of Fiscal Sciences (7 [EEf BRI E2RTZERR) )
in July 2011. Ms. Zhang is a member of the Beijing Institute
of Certified Public Accountants (b REEME5HEH R D) since
September 2010, and also a member of the Institute of
Management Accountants since April 2003. Ms. Zhang was
a director of NORINCO International Cooperation Ltd. (3675
FEE & 1ERRDBBR/AT]) (a company listed on the Shenzhen
Stock Exchange with stock code 000065) since 29 March
2017, and had resigned on 9 March 2022. Ms. Zhang was
appointed as a non-executive Director of the Company on 24
August 2018. Save as disclosed, Ms. Zhang 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

FEEEERSREEE

Mr. Liu Jianzhe (BIf#%5), aged 53, a researcher level senior
engineer, obtained his master degree in engineering from
Beijing Institute of Technology GEERIBT AZ)in 1995. Mr.
Liu joined China North Industries Corporation, the controlling
shareholder of the Company, in 1995 and is currently senior
manager of the human resources department of China North
Industries Corporation. Mr. Liu was appointed as a non-
executive Director on 10 June 2020. Mr. Liu has not been a
director of any other listed public company in the last 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 (G#3E3E), aged 53, 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 and G-Vision International (Holdings) Limited
respectively, companies which shares are listed on the Main
Board of the Stock Exchange. 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 (8#8), aged 67, is currently the Principal
Scientist of Applied Nanotechnology Division of Jiangsu
Industrial Technology Research Institute (JITRI), and the
Director of Printed Electronics Engineering Center of JITRI.
Mr. Cui obtained his doctorate degree in engineering from
Southeast University (SE@AZ)in 1988. He is a fellow of
the Institution of Engineering and Technology (previously the
Institution of Electrical Engineers) since 2004. He is a State
Specially Recruited Expert under the “1000 Talent Plan” of the
Government of the People’'s Republic of China since 2009, in
the same year, he joined the Institute of Nano-Tech and Nano-
Bionics (SINANO), Chinese Academy of Sciences, as researcher
and the Director of Printed Electronics Engineering Center,
and had retired in December 2019. 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 since 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
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Mr. Zhang Guo Qi GREl}E), aged 62, received his doctorate
degree in aerospace engineering from the Delft University of
Technology and is currently chair professor of Center for Micro/
Nanoelectronics System Integration and Reliability at the Delft
University of Technology. Mr. Zhang is a Fellow of the Institute
of Electrical and Electronics Engineers (IEEE) since 2014. He
is currently the Secretary General of the IEEE International
Technology Roadmap of Wide Bandgap Semiconductors, and
also a Co-Chair of the Advisory Board of International Solid
State Lighting Alliance (ISA) since 2010. Mr. Zhang received
the Outstanding Sustained Technical Contribution Award from
the IEEE Electronics Packaging Society (formerly known as
IEEE Components, Packaging, and Manufacturing Technology
Society) in 2015, the Special Achievement Award for Electronic
Packaging Technologies from the Electronic Manufacturing
and Packaging Technology Society of Chinese Institute of
Electronics (CIE-EMPT) in 2009, the Excellent Leadership
Award in simulation and modeling of micro/nanoelectronics
and systems from International Conference on Thermal,
Mechanical and Multi-Physics Simulation and Experiments in
Microelectronics and Microsystems (EuroSimE) in 2009, and
Outstanding Contributions to Reliability Research Award from
the European Center for Micro-and Nanoreliability in 2007. Mr.
Zhang was appointed as an independent non-executive Director
since 21 December 2020. Save as disclosed above, Mr. Zhang
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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CHIEF EXECUTIVE OFFICER

Mr. Chai Zhi Qiang (45&3%), aged 61, 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 B ¢H:iiZEZE (Faculty
of Laser Technology) of E&EMZEEMMELT (Changchun
Institute of Optics and Fine Mechanics) and obtained his
bachelor degree in engineering. He then obtained his #5258
£ (Certificate on continuing education) from the FEHBEE
HEEBE (Hong Kong Sino-Australia Management College) in
June 2001. From February 1982 to September 1992, Mr. Chai
was employed by the JLER&E#HMNTEEEFHEESM (Shuguang
Appliances Factory of Yangzhou City, Jiangsu Province) as
engineer and branch-factory manager. He then joined #R#|]
(BM) BEFEXBEEXEMRAT (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 29 years
of experience in the flexible printed circuit production industry.

COMPANY SECRETARY

Ms. Hung Ching Yuen GH5#iE), aged 42, is the company
secretary of the Company. Ms. Hung graduated from the
University of Hong Kong and obtained her Bachelor of Laws
degree and Postgraduate Certificate in Laws in 2001 and 2002
respectively. She obtained her Master of Laws degree from
University College London 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
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FINANCIAL REVIEW

For the year ended 31 December 2021, the turnover of the
Group was approximately HK$2,361,722,000, representing
an increase of approximately 40.88% as compared to
approximately HK$1,676,423,000 of last year. The increase in
turnover was mainly due to the increase in orders from major
customers of the circuit boards and components business.

Profit attributable to owners of the Company for the year
ended 31 December 2021 was approximately HK$130,530,000,
representing an increase of approximately 9.37% as compared
to approximately HK$119,351,000 of last year. The percentage
increase in profit attributable to owners of the Company
was lower than the percentage increase in turnover, mainly
attributable to the impact of the decrease in gross profit margin
and the substantial increase in administrative expenses and
research and development expenses.

The turnover for the circuit boards and components business of
the Group for the year was approximately HK$2,323,264,000
(2020: approximately HK$1,651,223,000). During the year
under review, the overall gross profit margin decreased to
approximately 12.97% (2020: approximately 14.74%), of
which the gross profit margin of circuit boards and components
business decreased to approximately 13.16% (2020:
approximately 14.88%), which was mainly attributable to the
decrease in product prices due to fierce market competition and
the increase in costs of raw materials.

For the year ended 31 December 2021, the other income
of the Group amounted to approximately HK$76,490,000,
representing an increase of approximately 56.39% as compared
to approximately HK$48,909,000 of last year. The increase
in other income was mainly attributable to the increase in
government grants for research and development projects and
scrap income.
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For the year ended 31 December 2021, the distribution costs
of the Group amounted to approximately HK$35,950,000,
representing an increase of approximately 29.34% as compared
to approximately HK$27,795,000 of last year. The increase
in distribution costs during the year under review was mainly
attributable to (i) the increase in transportation expenses and
other logistics fees due to the increase in sales, and (ii) the
increase in wage expenditure for sales team due to the overall
increase of sales.

For the year ended 31 December 2021, the administrative
expenses of the Group were approximately HK$77,947,000,
representing an increase of approximately 70.57% as compared
to approximately HK$45,697,000 of last year. The increase
in administrative expenses was mainly due to the increase in
labor costs and the increase in loss of disposal of fixed assets
resulting from replacement of major machineries and facilities
due to technological innovation.

For the year ended 31 December 2021, the research
and development expenses of the Group amounted to
approximately HK$114,929,000,
of approximately 38.21% as compared to approximately

representing an increase

HK$83,153,000 of last year. The increase in research and
development expenses was mainly attributable to the increase
in investments in research and development of new products,
new technologies and new production techniques by the
Group, such as investments in research and development of
high frequency and high speed flexible printed circuit and
module products, High Density Interconnector (HDI) flexible
printed circuit products as well as intelligent innovation.

For the year ended 31 December 2021, the finance cost
of the Group amounted to approximately HK$13,219,000,
representing an increase of approximately 29.17% as compared
to approximately HK$10,234,000 of last year. The increase in
finance costs was mainly due to the overall increase in interest
expenses as a result of increase in bank loans for working
capital and the increase in interest expenses for discounted
notes receivable.
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BUSINESS REVIEW

The Group is principally engaged in the businesses of the
manufacture and sales of FPC and flexible packaging substrates
(including components), which are used in electronic products.
For the year ended 31 December 2021, the turnover of
the Group amounted to approximately HK$2,361,722,000,
representing an increase of approximately 40.88% as
compared to approximately HK$1,676,423,000 for 2020. The
increase in turnover was mainly due to the increase in orders
from major customers of the circuit boards and components
business. For the year ended 31 December 2021, the gross
profit of the Group was approximately HK$306,372,000,
representing an increase of approximately 23.97% as compared
to approximately HK$247,139,000 for 2020. In 2021, the
profit attributable to the owners of the Company amounted
to approximately HK$130,530,000,
of approximately 9.37% as compared to approximately
HK$119,351,000 in 2020. The percentage increase in profit
attributable to owners of the Company for the year is lower

representing an increase

than the percentage increase in turnover, mainly attributable
to the impact of the decrease in gross profit margin and the
substantial increase in administrative expenses and research and
development expenses.

During the year under review, the turnover of the Group’'s
circuit boards and components business was approximately
HK$2,323,264,000, representing an increase of approximately
40.70% as compared with approximately HK$1,651,223,000
of last year. The gross profit margin decreased to approximately
13.16% (corresponding period in 2020: approximately
14.88%), which was mainly attributable to the decrease in
product prices due to fierce market competition and the
increase in costs of raw materials. During the year under

review, the turnover of the “other” business of the Group
amounted to approximately HK$38,458,000, which was mainly
derived from the business of sourcing and sales of electronic
components, and accounted for approximately 1.63% of the

total sales volume of the Group.
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During the year under review, due to the growth in
consumption demands and supply chain disruption caused by
the shortage of components, the smartphone market showed
a relatively prominent fluctuation. In the new energy vehicles
market, following the significant increase in global manufacture
and sales of new energy vehicles, the expediting popularity of
new energy vehicles drove the increase in demands of power
batteries for new energy vehicles. In the meantime, the prices
of raw materials increased significantly due to the changes
in global economic environment, the increase in prices of
raw materials in the upstream could not be passed to the
downstream due to intense competition within the overall FPC
industry. As a result, the product prices and overall profit level
of the industry showed a downward trend.

During the year under review, the Group continued to
implement the strategy of “developing major customers”
and achieved satisfactory results in the supply of the Group’s
products to customers manufacturing new energy car power
cells, camera compact modules and display modules and
the development of overseas customers, resulting in the
significant increase in operating revenue. However, factors
such as the decrease in gross profit margin as well as the
significant increase in administrative expenses and research
and development expenses led to a higher pressure on profit.
During the year under review, supply of FPC and flexible
packaging substrates for the manufacture of smartphones
and its modules, consumer electronics, new energy car power
cells and automotive electronics continued to be the main
development directions of the Group. By proactively improving
the Group's technical capabilities and standards, the Group
enhanced the productivity and strengthened the cooperation
between the upstream and downstream, and captured
opportunities to develop leading customers in the industry, so
as to achieve better operating results.
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During the year under review, the research and development
expenses of the Group amounted to approximately
HK$114,929,000, representing an increase of approximately
38.21% as compared to approximately HK$83,153,000 of last
year. The increase in research and development expenses was
mainly attributable to the increase in investments in research
and development of new products, new technologies and
new production techniques by the Group. During the year
under review, the Group invested substantial research and
development resources in high frequency and high speed
flexible printed circuit and module products, and High Density
Interconnector (HDI) flexible printed circuit products as well
as intelligent innovation. Facing the market prospect of 5G
network, development trend of consumer electronic products,
as well as the constant increasing demand from downstream
customers in product structure and complexity, the Group will
continue to increase investment in research and development in
order to continuously uplift technology standard and technical
capability and conducting research and development in new
materials, new products and new production techniques.
During the year under review, the Group has started mass
production on high frequency and high speed flexible printed
circuit products based on Liquid Crystal Polymer (LCP) and High
Density Interconnector (HDI) flexible printed circuit products for
our customers.

During the year under review, following the launch of the
Group’s new intelligent manufacturing plant in Nansha,
Guangzhou, and the operation of the equipment invested
in recent years, the Group’s production capacity has been
improved and the Group's ability to serve its customers has
been strengthened. During the year under review, the Group’s
plan for the construction of a new plant in Suzhou factory has
commenced.
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On 13 January 2020, the Company (for itself and on behalf
of its subsidiaries) and GoerTek Inc. (“GoerTek”, for itself and
on behalf of its subsidiaries) entered into a renewed purchase
agreement (the “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 2020 and expiring on 31
December 2022. Since Goertek (HongKong) Co., Limited,
a wholly-owned subsidiary of GoerTek, holds 363,650,000
shares of the Company, representing approximately 23.64%
of the issued shares of the Company, GoerTek is a substantial
shareholder and a connected person of the Company under
the Listing Rules, 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 three years ended 31 December 2022 were
approved by the independent shareholders at the extraordinary
general meeting of the Company held on 20 February 2020.
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 13 January
2020 and the circular dated 5 February 2020. The annual cap
set for the continuing connected transactions for the year
ended 31 December 2021 was RMB250,000,000. During the
year under review, the Group sold circuit board products of
approximately RMB122,260,000 (equivalent to approximately
HK$147,248,000) to GoerTek and its subsidiaries, representing
an increase of approximately 42.98% as compared to that
of the year ended 31 December 2020 (2020: approximately
RMB85,507,000 (equivalent to approximately HK$96,173,000)).
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On 31 December 2020, the Company (for itself and on behalf
of its subsidiaries) and Suzhou Anjie Technology Co. Ltd. (&k
NZRBRFERGBERAR) (

and on behalf of its subsidiaries) entered into a framework

(“Anjie Technology”) (for itself

agreement (“Framework Agreement”) for a term commenced
from 1 January 2021 and expired on 31 December 2021, and
the annual cap of the continuing connected transaction for the
year 2021 was set at HK$40,000,000. Since Anjie Technology
(Hong Kong) Company Limited, a wholly-owned subsidiary of
Anjie Technology, holds 200,000,000 shares of the Company,
representing approximately 13.00% of the issued shares of
the Company, Anjie Technology is a substantial shareholder
and a connected person of the Company under the Listing
Rules and such transactions constituted non-exempt continuing
connected transactions of the Company under the Listing
Rules. Details of the terms of the Framework Agreement,
the continuing connected transaction and the annual cap
for the year 2021 were disclosed in the announcement of
the Company dated 31 December 2020. During the year
under review, the Group sold FPC products of approximately
RMB503,000 (equivalent to approximately HK$606,000) to
Anjie Technology, representing a decrease of approximately
76.78% as compared with the year ended 31 December
2020 (2020: approximately RMB2,166,000 (equivalent to
approximately HK$2,436,000)). As the term of the Framework
Agreement expired on 31 December 2021, the Company (for
itself and on behalf of its Subsidiaries) and Anjie Technology
(for itself and on behalf of its Subsidiaries) entered into the
renewed framework agreement on 31 December 2021 to
renew the Framework Agreement for a term commenced
from 1 January 2022 and expiring on 31 December 2022.
Since it is expected that the transaction amount of the
continuing connected transactions for the year 2022 will not
exceed HK$3,000,000,
from shareholders’ approval,

such transactions are fully exempt
annual review and disclosure
requirements under Chapter 14A to the Listing Rules.
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On 13 December 2018, the Group proposed to adopt the
restricted stock incentive scheme (the “Scheme”) to further
improve corporate governance of the Group, retain and
motivate the Scheme participants to make contributions to
the long-term growth and profits of the Group with a view to
achieving the objectives of increasing the value of the Group
and to promote a greater alignment of interests between the
scheme participants and the shareholders. Pursuant to the
Scheme, the Board shall select the scheme participants and
determine the number of restricted stock to be granted. The
Company has appointed a trustee to purchase the shares from
the secondary market. At the extraordinary general meeting
held on 31 January 2019, the Scheme was duly approved by
the independent shareholders. On 14 February 2019 and 27
March 2019, the Board approved the initial grant of restricted
stock under the Scheme, pursuant to which 27,500,000
shares of restricted stock were granted to 81 selected scheme
participants on 14 February 2019 at the grant price of HK$0.65
per share and 2,490,000 shares of restricted stock were
granted to Mr. Xiong Zheng Feng (executive director) and Mr.
Chai zhi Qiang (chief executive officer) on 27 March 2019 at
the grant price of HK$0.77 per share. Details of the Scheme
and the initial grant of restricted stock were disclosed in the
Company’s announcements dated 13 December 2018, 31
January 2019, 14 February 2019, 15 February 2019 and 27
March 2019 and the circular dated 16 January 2019. As at 31
December 2021, the trustee had purchased 8,820,000 shares in
aggregate from the secondary market. Since the performance
appraisal targets of the first, second and third unlocking period
had not been satisfied, none of the restricted stock granted had

been unlocked and all restricted stocks granted had lapsed.
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On 14 January 2022, ZiFEFIZHEET (BEFY) BREITLE
(transliteration “AKM Meadville Electronics (Xiamen) Co., Ltd.")
("AKM Meadville”) and Alpha Luck Industrial Limited (being the
joint offerors) (the “Joint Offerors”) and the Company jointly
published an announcement (the “Joint Announcement”)
with respect to the pre-conditional proposal by the Joint
Offerors for the privatization of the Company by way of a
scheme of arrangement (“Scheme”) under Section 673 of
the Companies Ordinance (the “Proposal”). As disclosed in
the Joint Announcement, the making of the Proposal is, and
the implementation of the Scheme will be subject to the
pre-condition as set out in the Joint Announcement (“Pre-
Condition”) being satisfied and the Proposal and the Scheme
will become effective subject to the conditions (“Conditions”)
as set out in the Joint Announcement being fulfilled or waived,
as applicable, in each case on or before their respective long
stop dates, i.e. 9 January 2023 for the Pre-Condition and 31
March 2023 for the Conditions (or such other later dates as
may be agreed between the Joint Offerors and the Company,
or to the extent applicable, as the Executive Director of the
Corporate Finance Division of the Securities and Futures
Commission or any delegate(s) of the Executive Director may
consent and/or the High Court of Hong Kong may direct). If
the Pre-Condition is not satisfied before the long stop date for
the Pre-Condition, the Proposal and the Scheme will not be
implemented. If the Condition(s) is/are not fulfilled or waived,
as applicable, before the long stop date for the Conditions,
the Proposal and the Scheme will lapse. Details of the Proposal
(including the Pre-Condition and the Conditions) and the
latest status of the Proposal and the Scheme were disclosed in
the announcements of the Company dated 14 January 2022,
20 January 2022, 26 January 2022, 28 January 2022 and 18
February 2022. An expected timetable for the Proposal will be
set out in the composite scheme document of the Joint Offerors
and the Company containing, among other things, further
details of the Proposal (“Scheme Document”) and in a joint
announcement to be jointly made by the Joint Offerors and the
Company upon the despatch of the Scheme Document.
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OUTLOOK

The Group has become an authorised supplier for a number
of world-renowned high-technology companies. To meet
the requirements of the global supply chain system of such
customers, the Group has established two production bases
(Southern China Guangzhou Factory and Eastern China
Suzhou Factory) and new overseas factories in India and
Vietnam. The factories in India and Vietnam merely conducts
post-assembly operations including surface mounting and
component assembling for customers. The Group has also
established sales centres, research and development centres,
quality management, supply chain management, intelligent
manufacturing and informatization etc. which are independent
from the manufacturing system to cater for the comprehensive
needs of the Group's customers. Under the guidance of the
strategy of “developing major customers” and with the gradual
uplift of the Group's research and development, production,
quality management, supply chain management and
information technology capabilities, the Group’s capability to
satisfy the “one-stop demand” of such customers has also been
largely improved. The Group aims at developing as a supplier of
circuit boards and components with international importance
and becoming the industry leader in the PRC.
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Affected by the prolonged novel coronavirus pandemic and
the changes in global economic environment, along with the
increase in uncertainties of global economic environment,
the electronic industry fluctuated to a greater extent. In the
meantime, as the application of new technologies becomes
wider and more mature, and major international customers
have increasing concern on supply chain security and price
factors, the Group is facing a more challenging and competitive
environment. The Group remains cautious about the future
and will pay close attention to the changes in the economy,
industry and major customers. The Group will enhance the risk
management and internal capability, adhere to the strategy of
"developing major customers”, continuously uplift the product
technological capabilities, strengthening the efforts in exploring
major customers in key markets and emerging sectors, seize the
market opportunities in new application fields, strengthening
the localization service for overseas market. By the integration
of upstream and downstream resources as well as the
enhancement in its risk resistance capability, the Group will
strive to turn risks into opportunities and continuously improve
its operating results.

The management of the Group is of the opinion that, following
the popularity of “5G” smartphones and the increase in
demands of wearable products and new energy vehicle
electronic products, despite the continuing threat of the novel
coronavirus pandemic, the circuit boards and components
business is expected to maintain its growth trend in the
foreseeable future. The Group will continue to invest in circuit
board business and adhere to the strategy of “developing major
customers”, uplift the core capabilities of the Company, pay
full attention to the market opportunities in new application
fields, and strengthen the strategic cooperation with relevant
shareholders and AKM Meadville, so as to overcome difficulties
and keep on improving its operating results.
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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 2021, the outstanding loan balance of the Group
was approximately HK$283,105,000 (31 December 2020:
HK$183,215,000),
for the substantial increase in capital expenditure of investing

mainly due to the increase in bank loans

activities such as the purchase of property and plant, which was
mainly the investments in civil engineering of the new plant of
Suzhou Factory.

EMPLOYEES

As at 31 December 2021, the Group had a total of 1,783
full-time employees based in Hong Kong and China (2020:
1,499 employees). For the year ended 31 December 2021, the
total labor costs (including Director’s remuneration) for the
Group amounted to approximately HK$266,420,000 (2020:
approximately HK$187,774,000). 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 2021.
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SUBSEQUENT EVENT

On 14 January 2022, the Joint Offerors and the Company
jointly published the Joint Announcement with respect to
the Proposal and the Scheme which implementation will be
subject to the satisfaction of the Pre-Condition. The Proposal
and the Scheme will become effective upon the fulfillment or
waiver, as applicable, of the Conditions. Details of the Proposal
(including the Pre-Condition and the Conditions) and the
latest status of the Proposal and the Scheme were disclosed in
the announcements of the Company dated 14 January 2022,
20 January 2022, 26 January 2022, 28 January 2022 and 18
February 2022. An expected timetable for the Proposal will be
set out in the Scheme Document and in a joint announcement
to be jointly made by the Joint Offerors and the Company upon
the despatch of the Scheme Document.

Save as disclosed in this report, there were no other important
events affecting the Group that have occurred since 31
December 2021 and up to the date of this report.

MATERIAL ACQUISITIONS AND DISPOSALS

Save as disclosed in this report, the Group did not have any
material acquisitions or disposals of subsidiaries, associates and
joint ventures during the year ended 31 December 2021.

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 2021.

PLEDGE OF ASSETS OF THE GROUP

As at 31 December 2021, bank deposits of approximately
HK$2,367,000 (31 December 2020: approximately
HK$2,368,000) of the Group were pledged as collateral to
secure bank facilities granted to the Group.
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As at 31 December 2021, buildings with carrying amounts
of approximately HK$50,935,000 (31 December 2020:
approximately HK$47,968,000) 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 2021.

GEARING RATIO

As at 31 December 2021, the net cash and cash equivalents
of the Group amounted to approximately HK$119,908,000.
As at 31 December 2021, the gearing ratio of the Group was
approximately 44.20% (31 December 2020: approximately
39.28%), which was calculated based on the Group's total
liabilities of approximately HK$1,316,053,000 (31 December
2020: HK$964,414,000) and the Group's total assets of
approximately HK$2,977,587,000 (31 December 2020:
HK$2,455,203,000).

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.
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DIVIDEND

The Directors recommend the payment of final dividend of
HK1.45 cent per share for the year ended 31 December 2021
(2020: HK1.45 cent per share) to the shareholders whose
names appear on the register of members of the Company
on Thursday, 2 June 2022. 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 Friday, 17 June 2022.

The register of members of the Company will be closed from
Tuesday, 31 May 2022 to Thursday, 2 June 2022 (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 Monday, 30 May 2022.

CLOSURE OF SHARE REGISTER FOR ANNUAL
GENERAL MEETING

The register of members of the Company will be closed
from Tuesday, 17 May 2022 to Friday, 20 May 2022 (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 Friday, 20 May 2022, 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 Monday, 16 May 2022.
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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.

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 2021.
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BOARD OF DIRECTORS AND BOARD MEETING

During the year under review, the Board consisted of 1
executive Director and 8 non-executive Directors of whom 3
were independent non-executive Directors:

Executive Director:
Mr. Xiong Zheng Feng (Chairman)

Non-executive Directors:
Mr. Gao Xiaoguang

Mr. Jia Junan

Mr. Wang Chunsheng

Ms. Zhang Xiaoming

Mr. Liu Jianzhe

Independent non-executive Directors:
Mr. Hung Chi Yuen Andrew

Mr. Cui Zheng

Mr. Zhang Guo Qi

The Board is responsible for the Group’s corporate policy
formulation, business strategy planning, business development,
risk management, major acquisitions, disposals and capital
transactions, and other significant operational and financial
matters. Major corporate matters that are specifically delegated
by the Board to the management include the preparation of
annual and interim accounts for the Board’s approval before
reporting to the public, execution of business strategies and
initiatives adopted by the Board, implementation of adequate
systems of internal control and risk management procedures,
and compliance with relevant statutory requirements, rules
and regulations. During the year under review, the Board and
its audit committee, remuneration committee and nomination
committee have performed corporate governance duties in
accordance with the functions set out in the Code Provision
D.3.1.
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Details of backgrounds and qualifications of the chairman
and other Directors of the Company are set out on pages 10
to 16 of this annual report. All Directors have given sufficient
time and attention to the affairs of the Group. The 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. Cui Zheng and
Mr. Zhang Guo Qi 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 2014, 17 October 2017
and 17 October 2020. Mr. Cui Zheng was appointed as an
independent non-executive Director commenced from 3 May
2016 and his appointment was renewed for a further term of
three years commenced from 3 May 2019. Mr. Zhang Guo Qi
was appointed as an independent non-executive Director for a
term of three years commenced from 21 December 2020. 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 B2.2, every Director shall be subject
to retirement by rotation at least once every three years.

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

During the year under review, Mr. Xiong Zheng Feng was

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

REBEFERN TFERITEEBHZBFH A FRE
Do WIFRR—AEE - TEZBREREESE
g OMOTBBHAZHMEREELARTZE

EEENEANBFERLEESFTERLZ
SCEREFIBUT

follows:

Attendance
Director - HERH
Mr. Xiong Zheng Feng BEIE 1§ St 4/4
Mr. Gao Xiaoguang [S1 e 4/4
Mr. Jia Junan BEZNRE 4/4
Mr. Wang Chunsheng FEERE 4/4
Ms. Zhang Xiaoming REERR L+ 4/4
Mr. Liu Jianzhe T Tt 4/4
Mr. Hung Chi Yuen Andrew HEiEEE 4/4
Mr. Cui Zheng EErt 4/4
Mr. Zhang Guo Qi SREIFE o & 4/4

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

REAFANERESTST SR EFEHER
REESEFEEFERERRTER -EF
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CONTINUOUS TRAINING AND DEVELOPMENT OF
DIRECTORS

During the year under review, the Company organised all
Directors to attend training on the relevant content of the
Companies Ordinance (Chapter 622 of the Laws of Hong
Kong), the amendments of Main Board Listing Rules of the
Stock Exchange and the amendments on Hong Kong Financial
Reporting Standards and Hong Kong Accounting Standards
as well as the impacts of such amendments on the Company.
All Directors had complied with the requirements set out in
the Code Provision C.1.4 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, and it was amended on 31 December 2018.
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, review the finance
and practice of accounting policies of the Company and
its subsidiaries, 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. Cui Zheng and Mr. Zhang Guo Qi. All of them
were independent non-executive Directors. The chairman of the
audit committee was Mr. Hung Chi Yuen Andrew.
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During the year under review, four meetings were held by the BIZZEENEIBEFERNBTHERGE T
audit committee. Details of the Directors’ attendance of the ZHEZTEZZ 2 HELHFIBUT :
audit committee meetings are as follows:

Attendance
Director 2E HERE
Mr. Hung Chi Yuen Andrew HEEEE 4/4
Mr. Cui Zheng EiFSE 4/4
Mr. Zhang Guo Qi SREIE o4 4/4

The Group’s unaudited interim results and audited annual
results for the year ended 31 December 2021 had been
reviewed by the audit committee, which was of the opinion
that the preparation of such results complied with the
applicable accounting standards and requirements and that
adequate disclosures were made.

REMUNERATION COMMITTEE

The remuneration committee was established in August 2005
with written terms of reference. During the year under review,
the remuneration committee comprised of three members. Mr.
Zhang Guo Qi, being independent non-executive Directors,
was the chairman of the committee. Other members of the
committee included Mr. Cui Zheng and Ms. Zhang Xiaoming.
Accordingly, the majority of the members were independent
non-executive Directors.

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.
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During the year under review, two meetings were held by the REIBEEER > HMEZETHBRTMR T H -
remuneration committee. Details of the Directors’ attendance BELHEHFMNEESE ST SEZLHRTFBUT !
at the remuneration committee meetings are as follows:

Attendance
Director 2E HERE
Mr. Zhang Guo Qi oR 5 i 9 2/2
Mr. Cui Zheng EELL 2/2
Ms. Zhang Xiaoming SREERS 2+ 2/2

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

NOMINATION COMMITTEE

The nomination committee was established on 22 March 2012
with written terms of reference, and it was amended on 31
December 2018. 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. Zhang Guo Qi.
Accordingly, the majority of the members were independent
non-executive Directors.

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.
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EXELBRS

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.

During the year under review, one meeting was held by the
nomination committee. Details of the Directors’ attendance at
the nomination committee meeting are as follows:

ARBHAEFENESTIEHEALTN
RRREEDRZ -AAEREFEMERT
ZREAXFHEEINSRERRER KA
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PREZEHLUBARA ZRR I UFH R
ERANE FRERED @&%%Aﬁﬁymﬁ
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{E/E E =~ 48 Akt 85 %%ZKE&§§ZZ¢RTU"LAHEF¥ZK
BERITZAM

REEFER ?m%;zé%‘#\%ﬁ—ik%‘%°
EFHFRVEZET TR ZCHFBNT

Attendance
Director - HERH
Mr. Xiong Zheng Feng BEIE 1§ St 1/1
Mr. Hung Chi Yuen Andrew HEEEE 171
Mr. Zhang Guo Qi SREINE T4 1/1

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

AUDITOR’'S REMUNERATION

The audit committee of the Company was responsible for
considering the appointment of 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$1,045,000 to the external auditor
for their audit service.
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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.

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 program to ensure their
effectiveness and adequacy. The Company convenes meetings
periodically to discuss financial, operational, compliance and
risk management control. The purpose of the Group’s internal
risk management control and program 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.
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DIVIDEND POLICY

The Company may distribute dividend to the Shareholders
of the Company by way of cash or shares. Any distribution
of dividend shall be in accordance with the Company’s
articles of association and relevant laws and regulations. The
recommendation of the payment of any dividend is subject
to the absolute discretion of the Board, and no dividend shall
be distributed in excess of the amount recommended by the
Board. In deciding whether to distribute dividend, the Board
shall consider a range of factors including (but not limited to)
the financial results, earnings, loss and distributable reserve,
operations and liquidity capital requirements, debt ratio and
possible effect on the credit lines, capital requirements, current
and future development plans of the Company, interests of
the Shareholders, and other factors that the Board considered
relevant.

AUDITOR

During the year under review, the performance of the external
auditor of the Company was reviewed by the Group and
recommendation was made to re-appoint SHINEWING (HK) CPA
Limited as 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 2021.
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SHAREHOLDERS' RIGHTS

Pursuant to Articles 65 of the Company’s Memorandum and
Articles of Association, the Directors may, whenever they
think fit, convene an extraordinary general meeting. 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.

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.
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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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Environmental, Social and Governance Report

RE-HERELSRS

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 2021 to 31 December
2021.

and management in relation to environment, society and

The Group is committed to improving its strategy
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:

Channels and means of
communication and participation

Stakeholders
BEFEA

Key targets and interests
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Company's measures

Ak

Shareholders and Protection of shareholders’ interests,

Shareholders’ meetings, investor
enquiries and site visits, disclosure

Publication of notifications and resolutions of
the shareholders’ meetings and disclosure of
information of the Company in accordance with

statements) and contact information rules and requlations; organization of various

investors truthful, accurate and timely
disclosure of information. of information (including financial
of the Company.
BRRRREE REELE RS ENKRBEEE &

B~ R o

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.

REAE REZELANZR Bl WATEMREATENNZR REATEN;
RE @UBRE)  AIHBEFNL-

HEZEVANKREELD , ZARBENRE
PRARARMEL TRASEEEEEGE

Annual Report 2021 T —FFR

45



46

Environmental, Social and Governance Report
RE-HEKREGRS

Channels and means of

Stakeholders Key targets and interests communication and participation Company’s measures
BEHEA TEERRMER BRBAFANEE B
Employees Protection of basic rights, Workers union, communication Establishment of workers union to provide workers
compensation and benefits, work channels between employees and with a platform to communicate; payment of
environment, development and management, opinion boxes, staff  salaries and benefits in full and on time; payment
promotion and occupational health activities, training and education. of social security insurance in accordance with
and safety. law; provision of a healthy and safe work
environment; establishment of a fair promotion
mechanism; cared about our employees,
organization of employee activities, trainings and
learning activities.
8T BAEGRE BUHENGSE 1T I BTHEEEEREE BR RUISHES REEIRTL REEHEEN
RE ZREM BERREZ2. B 8TEH HIESE. HMER oM ERE RERE 228
TFRE; BUATHEFES  HEET A%
ETEH BHHEE
Customers Guarantee of the product quality Regular visits or maintain daily Strengthening of quality control, assurance of
and quantity, long-term and stable communication via telephone, emails steady production and smooth logistic process;
co-operation. and various instant messaging tools. provision of adequate products; entering into long
term sales agreements with customers.
ER mmEBEMHUSBRE RPAEES EBRFHNEBEE BARSEN mMaaBEt RELERTNEHES RHUHE
fEo EEALARKAEERE. &M, ZIRBHE-
Government Lawful operations, payment of Site visits, inspections, work Conducting operation in accordance with the
tax in accordance with the law, conference and discussion, work law; compliance management, payment of tax
production safety, fulfillment of reports, submissions and approvals.  in accordance with the law; strengthening of
social responsibility. the Company's safety management; acceptance
of government supervision, inspection and
examination in accordance with regulations, active
commitment to social responsibilities.
B BERE AR 22EE B BBERR RE IFeEM I LS aREE; ERR MBRATREE

Suppliers and contractors

HEBRALH

THESE.

Fair bidding, long-term stable co-
operation and timely payment.

ATHER REBESE BEM

E
ﬁ?\"

fERE A BH o

Public bidding meetings and business
meetings, daily communications.

BRREH AXG AEBE

AKM Industrial Company Limited ZEFEZARAT

B BRERRERUNEE RERREER
BEARHESEE.

Fair bidding, select by merit, performance of
contractual obligations, strengthening of daily
communications, maintenance of long-term
cooperation with quality suppliers and contractors.
RTER ERES BUETER MRAER
T RREHEENASERAAE.
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RE-HERELSRS

Channels and means of
communication and participation

Stakeholders
EEFEA

Key targets and interests

TERERRMER BESARANEE

Company's measures

QB

Community and the Job opportunities, community

public development, ecological charity, volunteering services and
environment, compensation and participation in the construction of
assistance. the community.
HBEAR MERS HERE LREE H  HPEHEEE BEERD SEER

RERE - BoitEHEE-

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 have passed the
certifications of 1SO9001, IATF16949 Quality Management
System, 1SO14001 Environmental Management System, and
IECQ QC 080000 Hazardous Substance Process Management
System, the audit acceptance of clean production management,
and have received certificates on standardization of safety
production. In addition, the factory in Guangzhou has also
passed the certification of 1SO45001 Occupational Health
and Safety Management System. 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.

Co-hosting of community activities,

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.

REMRERMNER RUESEERS F#?Eﬁlﬁi%i
BRNHERENEREE, £FHEEE B8
Bk T

IRIGRE

FEBERBEBRMBERNVIRREZE BERE
Rzt EMNARaBXHIRIE SR
MM RIKERER B SRR
FEEEEKE - REBZEETREBEBL
ISO9001 ~ IATF16949 R E EHFEZ 15014001
IRIEBEIER AR KIECQ QC 080000 EMEB
EEERER URBREEEESFZREWILY
EEZE2EERELRE - BENIHRIBES
ISO4S00 X RBRELZ S EERBRAIRE AE
REBSEMIRTEREEARNVERESE
SEREHBER-MEEHNE BITHSERE
MERZG RESHRAEAREBERRFHIEN
HITHNEBE ROBEFEEN AEBSEHNK
BT EERIRIRRERE  BEIRIERIER
M ERERES -
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RE-HERELSRS

Emissions — The Group puts best efforts to control the amount
of emissions which affects the environment, strengthens its
competence in environmental supervision and has 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 also an online monitoring system to keep
track of the heavy metal 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 year 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, waste water discharge,
noise control as well as generation of hazardous and non-
hazardous wastes in 2021.

AKM Industrial Company Limited ZEFEZARAT

R EFRZRAR DTG EEREN
BERE > NIRRT BRI BE SIIE R > STALEE K
BERA FTBEARBEZENBENBE UBHRE
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(1) Emission of pollutants (1) SHRYBER
No. Type of emissions Unit Amount Remark
5% e ELE B ¥E st
1 CcOoD Tonnes 9.83 Emissions in waste water
EEFEEaE D5 & 7K PR & BETLA))
2 Total Chromium kg 1.65 Emissions in waste water
ha sk T & 7K PR & BETA))
3 Total Copper Tonnes 0.06 Emissions in waste water
4B 3 D5 5 7K PR & BETA))
4 Total Nickel kg 2.32 Emissions in waste water
Mase T BEIKFr 2 BEH
5 Total Phosphorus Tonnes 0.09 Emissions in waste water
“ans D 5 7K P & BERA)
6 Ammoniacal Nitrogen Tonnes 0.27 Emissions in waste water
A L BEIKFfr 2 BE
7 Hydrogen Chloride Tonnes 4.84 Emissions in waste gas
ats| D & PR & BEA)
8 Sulfuric Acid Fog Tonnes 1.03 Emissions in waste gas
b i 7 L & PR & BEA)
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(2) Quantity of greenhouse gas, waste water discharge (2)

and solid wastes

BERESKFREREREY

No. Indicator Unit Amount Remark
e 5% E1R T8 B ¥E s EA
1 Total volume of Ten thousand 1.96 Total emission of CO2 equivalent
greenhouse gas tonnes
emission
RERBAHIHE w0 TEBZEEMAVESERSE
2 Volume of industrial ~ Ten thousand 75.01 The Company has excellent sewage
sewage generated tonnes treatment facilities with sewage
treatment rate of 100%
THESKEELES BmA REBTENSKEIRRM
75 KA ERIRIZE AL 100%
3 Hazardous wastes Tonnes 3275.40 A qualified hazardous wastes treatment
company has been engaged to handle
all hazardous wastes with 100%
compliance rate in wastes treatment
EREEY) g SEEEREBEENBREEIEEN
RE X SHREEFRI00%
4 Non-hazardous wastes Tonnes 247 Non-hazardous wastes of the Company
included mainly scrap materials, used
plastic sheets and used cardboard,
most of which are recyclable
BEERY U REEEEFEVTIEZ AL BERBR

AKM Industrial Company Limited ZEFEZARAT

KRB % RZ R el R E AR
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Use of resources — The Group insists on the principle of full, BRER-&~EBRFURS SERB MM
reasonable and effective use of energy and makes every effort F|FAERAERERBRE B8R AETHBRME
to eliminate inefficiencies, and uses energy-saving equipment XX R EFHE AR E R IERBAIHE S
as well as applies innovative energy saving technologies as 3 fi7c BIAE B I 5+ 8 LLEIAIAE R - BB R~
much as possible. The target of the energy conservation [EIEHE B IEBE SRARIESEENTEABE
management plan is to save energy, save resources, reduce 1Z> Wit HEANFERRER EBIEEERBEE
consumption, reduce environmental pollution and improve JB/VIRIBS R -FRABERRBEEIHES
economic efficiency. Multiple initiatives have been launched W% IE#E -

for energy and resources conservation, optimization of energy

consumption, reduction of environmental pollution, utilisation

of solar energy and reduction of power consumption.

(1) Energy consumption (1) BERHEFE
No. Indicator Unit Quantity Remark
5% E1RATHE B #E A
1 Use of electricity 10,000 kWh  7264.61 The Group mainly used electricity

as energy source and used solar energy
as supplement. No coal or heat was
used as energy source

REs BTRE AREE T E AR ERERIL R KGR
R mERERAREEMER
(2) Water resource consumption (2) KEIFHFE
No. Indicator Unit Quantity Remark
R 5% R 8 B = R EA
1 Tap water usage 10,000 100.01 The Group used water supplied by the
tonnes urban water supply plant. There were no
issues related to water consumption or
demand
BRKAE B REEFERET B 2R AKRR K
FACREAN KR LR EFERE
2 Reclaimed water usage 10,000 29.35 During the year, the use of

tonnes reclaimed water increased
by 11.34% as compared with
corresponding period of last year
FKEIRE A FERMBFRKER
CIARE8RLLEFRIBEA11.34%
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1=

(3)

(4)

B ERELBRS

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, low
pollutant emission and intelligence. The Group has also
been enhancing the use of reclaimed water and reducing
waste water discharge. Sales volume of printed circuits
and components business of the Group in 2021 increased
by approximately 40.70% as compared to 2020, but the
volume of industrial sewage increased by approximately
11.03% as compared with the corresponding period
of last year. The total amount of emissions of pollutant
in waste water increased by approximately 29.56% as
compared with the corresponding period of last year, with
water consumption increased by approximately 22.38%
and reclaimed water usage increased by approximately
11.34%. Efficiency of waste water treatment and water
resource utilization rate also increased. Through enhanced
management and control measures, the total volume
of greenhouse gas emission increased by approximately
34.25% as compared with the corresponding period of
last year.

For the emissions of pollutants in waste gas, by enhancing
the operational management of waste gas treatment
devices, utilising “alkaline liquid spraying” process to deal
with acid waste gas, and utilising “water spraying + UV
photolysis + activated carbon absorption” process to deal
with organic waste gas, emissions of waste gas had been
significantly reduced. On the back of significant revenue
growth, the total amount of emissions of pollutants in
waste gas in 2021 only increased by approximately 6.73%
as compared with the corresponding period in 2020.

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

The Group applies stringent measures 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 82% in 2021.

AKM Industrial Company Limited ZEFEZARAT

(3)

(4)

WEHHRENERRFTSHRE

HRBEKPNTEMEER REBEIEHE
ERBERMNBES - SEMWIHERE D
KREEENITEZH I 5EFKE
BB LK 2021 EERER
BRIk KRBT EFHHERELL2020518
MN#40.70% BT 25 KELELLERE
FIHAE NN4911.03% > BE KD Fr 8 55 229
BEMAEELE A FER B MNA29.56% °
KEWEEL22.38% KA BEEFL
11.34% > 5/KEBMEE S KERFH B
EXEGHomBMasE BERBATK
SLEEFRHEIENN434.25% ©

HRERPN SRR EBMAER
RIEEEMNETEE BUERKER ME
TRIE M TEERIE > BEEE R A KB
+UVHBRHE R TEEE MK
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RE-HERELSRS

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, clean production and
safe production and to minimize the impact of production
operations on the environment. The Group has implemented
the full process environmental management on its construction
projects, 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.

BRERRABER-TEEBZENHEERFER
TERREERZ BROERHF FEE
E-ZE2EE SHREEEEHRENTE
RIRB rEEBEHERBEEZBRIRRE
BT BRI M RITRIBERER R
TRIERRR  BEKEL FRREERBRN
AR B E - HBNEEBRP = (B
KBERMERERY) SIRFRERRBRE
BT IE2 3L % 4R R B B 42 1 1 R 6 E R AR BV IR
IR REE I WRER A5 RMIRELERE

HEEE

EBERBE-—TEEUAR - FE - HF 2
BHRABHAAS  BETRHTEFRE &
BRVPREEFAZ TIFRE - AEBEFREARN
BEA9% AN R AEBEEBEHEHS
BERBRER Z R E  BERERER KX
R-AEBTEEBEXFBRASIELER
EET - ARFPFEH/FE—MUEIT FEET
WERE ER BB 145 =8 60 EH
M BORTKA N BRI RS ESMMEER
BRE B -HBE
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RE-HERELSRS

As at 31 December 2021, the Group employed a total of 1,783
full-time employees in Hong Kong and the PRC. 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.

Health and safety — The Group upholds the core principle of
“safety first”, fosters a people-oriented culture and promotes
healthy life and safety at work. The Group is setting safety
objectives and targets in accordance with the standard
established by International Standard 1SO45001 Occupational
Safety and Health Management System certification and
regularly evaluates to ensure compliance with the Group's
health and safety requirements. The Group's Guangzhou
Factory has passed the certification of I1SO45001 Occupational
Health and Safety Management System. In addition to ISO, the
Group has also established an environmental safety committee
to monitor the Group’s environment, safety and health matters.
These internal policies provide the Group with a framework to
ensure timely assessment of environmental and safety matters
and to assess the current manufacture process in accordance
with the Government and the Group’s environment, safety and
health standards. Facing the novel coronavirus, the Group's
Guangzhou Factory and Suzhou Factory, being relatively
compact manufacturing enterprises, have strictly complied
with the requirements for epidemic prevention and control
in mainland China, and have set up leading groups and
emergency offices for epidemic prevention and control. By
promoting all the staff to take their responsibilities seriously,
management measures have been implemented in details. With
strict screening of employees’ health conditions, management
and control of external personnel, and assured supply of
epidemic prevention supplies such as masks and disinfectants,
normal working order of the factories is guaranteed. As of
the date of this report, the Group’s Guangzhou Factory and
Suzhou Factory did not experience infections of coronavirus
disease as well as production stoppages and workplace closures
caused by infections of coronavirus disease.

AKM Industrial Company Limited ZEFEZARAT
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RE-HERELSRS

Development and training — The Group provides regular
training to its staff to enhance their technical and product
knowledge, such training focuses on important issues while
giving a comprehensive coverage on all matters. In 2021, 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 trainings (due to the impact of the novel coronavirus
pandemic, such training were mainly carried out through online
means) on various aspects of health and pandemic precaution,
mental health, management skills, lean management and
intelligence, in order to cultivate staff with sound physical and
mental health and to enhance and improve the knowledge
and working skills of staff at different levels. During the year, a
total of 615 key training programs have been completed, and
approximately 4,800 hours have been devoted to staff training
for approximately 25,600 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, just, 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 and temporary workers in
accordance with the law.

BREIEIN - AEETEHHEE TIRMEEIIMIE
FEFEM R ERMH 2 HER > 2ER
B RIZEI—FE - AEERREIGES
BHRREEAE - EEXFMAR - BEBEEA
BREERFETENTRASEEUEHE
Rz B EEB TS BETREERE
DERE BERE - BREERESELZE
REB (A EREEEFTER/mBE H15I
FIETT)  EEBESLBEZE I RIBE
ERESHETI ZHN#EKE MU E  2FH
SERLG1SIEBEMIFINIEE T ETHIlIFmE
A3fr4,8001E/ R » #5115 5I14925,600 A X o

ST -AEEREBUETHSE LKA
RERZRE BREIEAEIFEER KA
BERENEHEREE - AEEEERF 2
E~ Rk BEBRYRRETHEE I HERH 5
IHRIFEFHERE A EBBRRERERE
BEIT WwELRIFEZEEZE R - AEELS
AHABEIREAN ISR IF-AERTE
BANGZEMZEBEHUE I hERIIFE
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RE-HERELSRS

Management of supply chain — The Group has established
a relatively comprehensive supplier management system.
Requirements of confidentiality, integrity and product quality
are made clear to suppliers in the processes of supplier
recruitment, supplier evaluation, materials and equipment
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 establishes a quality
management department independent of the manufacturing
system, and adopted the following measures to improve
product safety and quality: in order to reduce the quality risk
in production, a quality assurance department has been set
up in the manufacturing plant, the testing and grading at
the product’s key control point have been more frequent 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.

AKM Industrial Company Limited ZEFEZARAT
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RE-HERELSRS

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.

REB—AINERAEAEMAEZES > AR
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EFEHRS

The directors of the Company (the “Directors”) present their
annual report and the audited consolidated financial statements
for the year ended 31 December 2021.

SEGMENT INFORMATION

The Group is principally engaged in the businesses of the
manufacture and sales of flexible printed circuit and flexible
packaging substrates (including components) which are used
in electronic products. An analysis of the Group's turnover by
geographical market of its customers and operating segments
for the year ended 31 December 2021 are set out in note 5 to
the consolidated financial statements.

PRINCIPAL ACTIVITIES

The Company is an investment holding company and is also
engaged in the sourcing of raw materials and equipment
and trading of flexible printed circuits and related products.
The activities of its subsidiaries are set out in note 35 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 9 of this
report and the Management Discussion and Analysis on pages
17 to 31. 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.
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EFEHRS

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 2021, 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 45 to
57 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.

The novel coronavirus pandemic and the uncertainty of US-
sino relationship brought higher degree of uncertainties to the
market. At the same time, the Pandemic measures of various
countries, the growth in consumption demands and supply
chain disruption caused by the shortage of components, and
the significantly increase of raw materials’ price resulted in
high market volatility. The Group will pay close attention to
the changes in the economy, industry and major customers
to evaluate its risk exposures and the impacts on orders and
supply chain, so as to implement corresponding measures
promptly.
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In order to meet the market demands for product functions
update 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 develop
new product application sector, to successfully research and
develop new products and new technologies, to maintain good
cooperative relationships with our customers, so as to avoid
and/or minimize the negative impact of such risks.

Furthermore, the Group is affected by market risks (such as
currency and interest rate fluctuations), credit risks and liquidity
risks during its ordinary course of business. Details of the
capital risks management of the Group is set out in note 27 of
the consolidated financial statements.

RESULTS AND DIVIDEND

The results of the Group for the year ended 31 December 2021
are set out in the Consolidated Statement of Profit or Loss and
Other Comprehensive Income on page 84.

The Directors recommend the payment of final dividend of
HK1.45 cent per share for the year ended 31 December 2021
(2020: HK1.45 cent per share) to the shareholders whose
names appear on the register of members of the Company
on Thursday, 2 June 2022. 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 Friday, 17 June, 2022.

The register of members of the Company will be closed from
Tuesday, 31 May 2022 to Thursday, 2 June 2022 (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 Monday, 30 May 2022.
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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
24 to the consolidated financial statements.

SUBSIDIARIES

Details of subsidiaries of the Group are set out in note 35 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 Director:
Mr. Xiong Zheng Feng (Chairman)

Non-executive Directors:
Mr. Gao Xiaoguang

Mr. Jia Junan

Mr. Wang Chunsheng

Ms. Zhang Xiaoming

Mr. Liu Jianzhe

Independent non-executive Directors:
Mr. Hung Chi Yuen Andrew

Mr. Cui Zheng

Mr. Zhang Guo Qi
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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, Mr. Gao Xiaoguang
and Mr. Cui Zheng shall retire at the AGM in accordance
with the Articles of Association. Mr. Xiong Zheng Feng, Mr.
Gao Xiaoguang and Mr. Cui Zheng, being eligible, will offer
themselves for re-election at the AGM.

The executive Director, Mr. Xiong Zheng Feng, 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 emoluments of the Directors and chief executives’
are set out in note 10 to the consolidated financial statements.

DIRECTORS OF SUBSIDIARIES

For the year ended 31 December 2021, directors of the
subsidiaries of the Company were as follows:

Name of Subsidiaries
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Name of Directors

B AT B ERESH
AKM Electronics Industrial (Panyu) Ltd. Xiong Zheng Feng (executive Director)
iR (BR) EFEEERAT BEIEIR (BiTEE)

AKM Electronic Technology (Suzhou) Company Limited
ZREAEBFRE EMN) BRAE

Anrick Electronics India Private Limited
Anrick Electronics India Private Limited

Guangzhou Anbo New Energy Technology Co., Ltd.
BEINZIE R B RAE

AKM Electronics Vietnam Company Limited

B2 EFBERAR ERE
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Xiong Zheng Feng (executive Director)
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Xie Sheng, Xie Jianjun
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Tian Yaguang (Chairman) , Wang Xuanrui, Chen Xiang
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DIRECTORS' INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES AND
DEBENTURES

Save as disclosed below, as at 31 December 2021, 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:

EENRM - HEARDREEEZ#E
mBORE

BRI XPBEEN R_2E-_—F+°A4
=+ —HB REFERFATRBTHRAERRK
FEREZHBANRETRBDHEBEEE (E&
REBEABSNE(EFRAGHEA) (T8
S RAERG) BXVER) Z ki~ HBIRM
RSP UEEAIRERERRCALL
BIIRIEE T R E R A SB352% R F 2 E L
W AR E EHARRMERTPAE L ETA
EFRETRFRF2RETR (MRETR) R
ENEARAB B2 BmEIKE

(a) The Company (a) Z&=AFE
Interest in shares of the Company HRERFRHBZH e
Class and Approximate
number of percentage of total
securities in number of issued
Name of which interested shares in the
the Company in (other than under Long/Short Company as at
Name of Director which interest is held equity derivatives)  Capacity position 31 December 2021
RZZZ—F
RiptEEZ +ZA=+—-H
HEENRYUE BEAT2H
RERFHEEZ (BaxfT4E BEITRNEBZ
) AGESR TAKN 5 e,/ %e BB
Mr. Xiong Zheng Feng (Note) ~ the Company 9,400,000  Beneficial owner Long 0.61
ordinary shares
RIEBRE () /NG 9,400,000% E@EAA #e 0.61
BBk
Note: bpaE

On 27 March 2019, 1,320,000 restricted stock has been granted to Mr.
Xiong Zheng Feng at the grant price of HK$0.77 per share in accordance
with the restricted stock incentive scheme adopted by the Company on 13
December 2018. As the performance appraisal targets of the first, second
and third unlocking period had not been satisfied, none of the restricted
stocks granted to Mr. Xiong Zheng Feng had been unlocked and all such
restricted stocks granted had lapsed.

RIBE-NE=ZB-+tH EFEEEEREAQT
RIZZT—NE+IZH+= B #4025 %I Z HE
T3 BB FERER0.778 7T I 1,320,00008 (R
HIMERE-ARE— S _RE-AMEPNEREE
Z B REER BED R TEEIE R EMNRE
RERMRM FTAZSERTFHRAERZE R -
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(b) The associated corporation

As of 31 December 2021, 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.

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.

AKM Industrial Company Limited ZEFEZARAT
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EMOLUMENTS 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 2021,
Directors and chief executive of the Company, shareholders

to the best knowledge of the

(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:

number of securities
in which interested

EERABEREHMNA L ZHM

AEEESEROILERSHMA T Z#HMNFE

G M BWRRMEE10

FERR

RIZEZI—F+ZA=+—HB BEAREESE

EEREITBASFTRR R QB RS AR
D HERE RIS S RIS RGSEXVEE2 K
3N ZIEBEARRNBIIRE 2 @A KB
FEEZIEZREENSERN T ETAE /RT
RAEBEARERBDREAT EREY
BITIRINAEE1 0% WL £ >~ zH;%(%%
BRON) EFIAT -

Approximate
percentage of total
number of issued
shares in the

Class and

(other than under Long/short Company as at
Name of substantial shareholder Capacity equity derivatives) position 31 December 2021
(Note 7)
RZBZ-%
+ZB=+-H
HERE2H
BEZEFENRYUE BEITRNUEZ
TERRLHE 513 (RAFTET AR #E/ ke BAERL
(Hiet7)
Alpha Luck (Note 1) Beneficial owner 553,900,000 ordinary shares Long 36.01
ZHEE Wz1) BnEBA 553,900,000 & &% #e 36.01
China North Industries Corporation (“CNIC")  Interest in controlled corporation 553,900,000 ordinary shares Long 36.01
(Notes 1 and 2)
RENATEARAR (MLAFIX) REEFRE 2 BT 553,900,000 & &% #e 36.01
Hizt1k2)
China North Industries Group Corporation Interest in controlled corporation 553,900,000 ordinary shares Long 36.01
("CNIGC") (Note 2)
HESBRTEERERAS (PRAERIE) RRENAGZEST 553,900,000 & &% #e 36.01
(z2)
China South Industries Group Corporation Interest in controlled corporation 553,900,000 ordinary shares Long 36.01
("CSIGC") (Note 2)
TEARREERERAR (PERBERE) RREFAFT2EE 553,900,0008% & &R #e 36.01
izt2)
Annual Report 2021 —E-—FF#



66

Directors’ Report

EFEHRS

Class and
number of securities
in which interested

Approximate
percentage of total
number of issued
shares in the

(other than under Long/short Company as at
Name of substantial shareholder Capacity equity derivatives) position 31 December 2021
(Note 7)
RZEZ—%
+ZB=+-H
HERAF2H
BEZEFERNRYE BEITRNYEZ
FTERFLHE 513 (RAFTETARRS #E/H%E HAERL
(Hz7)
Goertek (HongKong) Co., Limited Beneficial owner 363,650,000 ordinary shares Long 23.64
("HK Goertek") (Mote 3)
EENARRERAD (EARAERR) BanERA 363,650,000 Z &R e 23.64
(rz3)
Weifang Goertek Trading Co., Limited Interest in controlled corporation 363,650,000 ordinary shares Long 23.64
("Weifang Goertek") (Note 3)
BSRAESERAD CEHRA) W23) REREHNRBz#H 363,650,000 & & #e 23.64
GoerTek (Note 3) Interest in controlled corporation 363,650,000 ordinary shares Long 23.64
RERID W3) REEFRT 2 5 363,650,000 & &% #e 23.64
Jiang Bin (Note 4) Interest in controlled corporation 363,650,000 ordinary shares Long 23.64
%8 (i) REEFAT 2 5 363,650,000 & & #e 23.64
Hu Shuangmei (Note 4) Interest of spouse 363,650,000 ordinary shares Long 23.64
HEE (Wit4) EfED 363,650,000 & &% #e 23.64
Anjie Technology (Hong Kong) Company Beneficial owner 200,000,000 ordinary shares Long 13.00
Limited (“HK Anjie")
(Note 5)
ZRRK (BA) BRAF (2258 BHEEAA 200,000,0000% Z & iy} 13.00
(Hezs)
Anjie Technology (Note 5) Interest in controlled corporation 200,000,000 ordinary shares Long 13.00
RERE (W3#5) REEFRE 2 5 200,000,0008% & & #e 13.00
Wang Chunsheng (Note 6) Interest in controlled corporation 200,000,000 ordinary shares Long 13.00
TEE (Wie) REEFAE 2 5 200,000,0008% & & #e 13.00
Lu Li (Note 6) Interest of spouse 200,000,000 ordinary shares Long 13.00
B (Hfz6) EfED 200,000,0008% & & #e 13.00

AKM Industrial Company Limited ZEFEZARAT
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Notes:

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

2. As the equity interest of CNIC was owned as to 56.7% by CNIGC and as to
37.54% by CSIGC, both of CNIGC and CSIGC are deemed to be interested
in the same number of shares of the Company held by CNIC under Part XV
of the SFO.

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

4. As at 31 December 2021, GoerTek is owned as to 15.37% by GoerTek
Group Co., Ltd., which in turn is owned as to 92.59% by Mr. Jiang Bin.
Mr. Jiang Bin also owned 8.41% of the issued shares in GoerTek. Ms. Hu
Shuangmei, the spouse of Mr. Jiang Bin, owned 0.47% of the issued shares
in GoerTek. Each of Mr. Jiang Bin and Ms. Hu Shuangmei is deemed to be
interested in the same number of shares of the Company in which GoerTek
is interested under Part XV of the SFO.

5. 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.

6. As at 31 December 2021, Mr. Wang Chunsheng owned 21.51% of the
issued shares in Anjie Technology. Ms. Lu Li, the spouse of Mr. Wang
Chunsheng, owned 29.86% of the issued shares in Anjie Technology.
Each of Mr. Wang Chunsheng and Ms. Lu Li is deemed to be interested in
the same number of shares of the Company in which Anjie Technology is
interested under Part XV of the SFO.

7. None of Alpha Luck, CNIC, CNIGC, CSIGC, HK Goertek, Weifang Goertek,
GoerTek, Mr. Jiang Bin, Ms. Hu Shuangmei, HK Anjie, Anjie Technology,
Mr. Wang Chunsheng or Ms. Lu Li was interested in any securities of the
Company under equity derivatives.

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.
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ISSUE OF SHARES AND DEBENTURES

The Company did not issue any debentures during the year
ended 31 December 2021.

RESERVE
As at 31 December 2021,

distribution to shareholders comprised the retained profit of
approximately HK$23,822,000.

the Company’s reserve available for

Details of movements in the reserve of the Group and the
Company during the year are set out in the Consolidated
Statement of Changes in Equity on page 88 and note 34 to the
consolidated financial statements.

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 2021 are set out in note 31 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.

AKM Industrial Company Limited ZEFEZARAT
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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.

RESTRICTED STOCK INCENTIVE SCHEME

On 13 December 2018, the Group proposed to adopt the
restricted stock incentive scheme (the “Scheme”) to further
improve corporate governance of the Group, retain and
motivate the Scheme participants to make contributions to
the long-term growth and profits of the Group with a view to
achieving the objectives of increasing the value of the Group
and to promote a greater alignment of interests between the
scheme participants and the shareholders. Pursuant to the
Scheme, the Board shall select the scheme participants and
determine the number of restricted stock to be granted. The
Company has appointed a trustee to purchase the shares from
the secondary market. At the extraordinary general meeting
held on 31 January 2019, the Scheme was duly approved by
the independent shareholders. On 14 February 2019 and 27
March 2019, the Board approved the initial grant of restricted
stock under the Scheme, pursuant to which 27,500,000
shares of restricted stock were granted to 81 selected scheme
participants on 14 February 2019 at the grant price of HK$0.65
per share and 2,490,000 shares of restricted stock were
granted to Mr. Xiong Zheng Feng (executive director) and Mr.
Chai zhi Qiang (chief executive officer) on 27 March 2019 at
the grant price of HK$0.77 per share. Details of the Scheme
and the initial grant of restricted stock were disclosed in the
Company’s announcements dated 13 December 2018, 31
January 2019, 14 February 2019, 15 February 2019 and 27
March 2019 as well as the circular dated 16 January 2019. As
of 31 December 2021, the trustee had purchased 8,820,000
shares in aggregate from the secondary market. Since the
performance appraisal targets of the first, second and third
unlocking periods had not been satisfied, none of the restricted
stock granted had been unlocked and all restricted stocks
granted had lapsed.
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MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2021, the aggregate amount
of turnover attributable to the Group's five largest customers
accounted for approximately 63% of the Group's turnover
and the turnover attributable to the Group’s largest customer
accounted for approximately 25% of the Group’s turnover.

For the year ended 31 December 2021, the aggregate amount
of purchases attributable to the Group's five largest suppliers
accounted for approximately 15% of the Group’s purchases
and the purchases attributable to the Group’s largest supplier
accounted for approximately 4% 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

Save as disclosed in this report, 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

2021.
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.

AKM Industrial Company Limited ZEFEZARAT
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CONTINUING CONNECTED TRANSACTIONS

On 13 January 2020, the Company (for itself and on behalf
of its subsidiaries) and GoerTek Inc. (“GoerTek”, for itself and
on behalf of its subsidiaries) entered into a renewed purchase
agreement (the “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 2020 and expiring on 31 December
2022. Since Goertek (HongKong) Co., Limited, a wholly-
owned subsidiary of Goertek, holds 363,650,000 shares of the
Company, representing approximately 23.64% of the issued
shares of the Company, Goertek is a substantial shareholder
and a connected person of the Company under the Listing
Rules, 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 three years ending 31 December 2022 were approved
by the independent shareholders at the extraordinary general
meeting of the Company held on 20 February 2020. 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 13 January
2020 and the circular dated 5 February 2020. The annual cap
set for the continuing connected transactions for the year
ended 31 December 2021 was RMB250,000,000. During the
year under review, the Group sold circuit board products of
approximately RMB122,260,000 (equivalent to approximately
HK$147,248,000) to GoerTek and its subsidiaries, representing
an increase of approximately 42.98% as compared with
the year ended 31 December 2020 (2020: approximately
RMB85,507,000 (equivalent to approximately HK$96,173,000)).

RERERS

RIZEZZTFE—RB+=R>&xA8 (REES
REMBAR) BRBROBERLAE (TREEK
%)) RERBERENBAR)) MAEBEERN
BROHEESH THREMER (BFEER
RREUEERRER 2RI UKEERE
&R (IREERBAR) " HREZIZZZ
F—B—BEE-_E-_—_#+=-8B=+—H
IFoEHREBRBARRABERLR ERHH
2EMEAT) FHE363,650,0000A&AF K
Mo ERRBBEITRMNA23.64%  RIE L
MR RARDABERABDNEERE R EEE
AT BRARSERAABN EmRATZIE
HRRSERBRZ - ARBN 22 FTAH
“HHETZRERFINAG THBUKRESB
BREBRBECRAREE T ZRETZRS
MEEZEZE-__F+ZA=+—HIE=1d
FERFZFEIR-ARKEERBESR
B FERMTIUREE LERIEBER
KNB _E_TFE—B+=ZHNLHRRE_-E
TEFERAHNBRPRE - BE ST " —
F+IA=+—HIEFENFERERSF
ELEREAARK250,000,0007T PR EIEE S
EAEERARBRORERBASIHEES
BIRE RN ARE122,260,0007c (FHERH
147,248,000 7T) " BREBE_Z-ZF+ A
T+ —HEFEEREN4298% (ZE T4 !
# N #85,507,0007t (HBE 51 4996,173,000
HIT)) o

Annual Report 2021 T —FFR



72

Directors’ Report

EFEHRS

On 31 December 2020, the Company (for itself and on behalf
of its subsidiaries) and Suzhou Anjie Technology Co. Ltd. (&
NZZRFERBBERAR) (

and on behalf of its subsidiaries) entered into a framework

("Anjie Technology”) (for itself

agreement (“Framework Agreement”) for a term commenced
from 1 January 2021 and expired on 31 December 2021, and
the annual cap of the continuing connected transaction for the
year 2021 was set at HK$40,000,000. Since Anjie Technology
(Hong Kong) Company Limited, a wholly-owned subsidiary of
Anjie Technology, holds 200,000,000 shares of the Company,
representing approximately 13.00% of the issued shares of the
Company, Anjie Technology is a substantial shareholder and a
connected person of the Company under the Listing Rules and
such transactions constituted non-exempt continuing connected
transactions of the Company under the Listing Rules. Details
of the terms of the Framework Agreement, the continuing
connected transaction and the annual cap for the year 2021
were disclosed in the announcements of the Company dated
31 December 2020. During the year under review, the Group
sold FPC products of approximately RMB503,000 (equivalent to
approximately HK$606,000) to Anjie Technology, representing a
decrease of approximately 76.78% as compared with the year
ended 31 December 2020 (2020: approximately RMB2,166,000
(equivalent to approximately HK$2,436,000)). As the term of
the Framework Agreement expired on 31 December 2021,
the Company (for itself and on behalf of its Subsidiaries) and
Anjie Technology (for itself and on behalf of its Subsidiaries)
entered into the Renewed Framework Agreement on 31
December 2021 to renew the Framework Agreement for a term
commenced from 1 January 2022 and expiring on 31 December
2022. Since it is expected that the transaction amount of the
continuing connected transactions for the year 2022 will not
exceed HK$3,000,000, such transactions are fully exempted
from shareholders’ approval, annual review and disclosure
requirements under Chapter 14A to the Listing Rules.

The Directors (including all the independent non-executive
Directors) had reviewed the above continuing connected
transactions and had confirmed that the above continuing

connected transactions were entered into:

(1) in the ordinary and usual course of business of the Group;
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(2) on normal commercial terms or on terms no less
favourable to the Company than terms available to or from
independent third parties; and

(3) in accordance with the purchase agreements 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 (Revised)
“Assurance Engagements Other Than Audits or Reviews of
Historical Financial Information” and with reference to Practice
Note 740 (Revised) “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 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.

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 2021 and up to the latest
practicable date prior to the date of this report.

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.
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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

Save for the restricted stock incentive scheme disclosed on
page 69 of this report, no equity-linked agreements were
entered into by the Group or existed during the year ended 31
December 2021.

DONATIONS

The Group had not made charitable or other donations of
HK$10,000 or above during the year under review (2020: Nil).

AUDITOR

The consolidated financial statements for the year have been
audited by ShineWing (HK) CPA Limited. A resolution will be
submitted to the forthcoming Annual General Meeting of the
Company to re-appoint SHINEWING (HK) CPA Limited as the
auditor of the Company.

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

CHAIRMAN

Hong Kong, 14 March 2022
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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 (hereinafter collectively referred to as the “Group”)
set out on pages 84 to 215, which comprise the consolidated
statement of financial position as at 31 December 2021,
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 2021, 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.

SHINEWING (HK) CPA Limited
43/F., Lee Garden One, 33 Hysan Avenue
Causeway Bay, Hong Kong
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BASIS FOR OPINION

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

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion
on these matters.
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KEY AUDIT MATTERS (Cont’d)

Allowances for inventories

BBt FIE (B

FaEE

Refer to note 17 to the consolidated financial statements and ARG SHEHRERMFI7ULEI20EMN S

the accounting policies on page 120.

The key audit matter
MEENEE

B o

How the matter was addressed in our audit

RANES TENAREERAER

As disclosed in note 17 to the consolidated
financial statements, the carrying amount of the
inventories as at 31 December 2021 amounted to
approximately HK$238,185,000, net of allowances
for inventories of approximately HK$23,631,000.
MG EMBRERWNFI17TMEE R - —
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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.
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We identified the allowances for inventories as
a key audit matter because of the significant
degree of management judgment and estimation
uncertainty to determine the amount of allowances
based on net realisable values.
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Our procedures in relation to the allowances for inventories
included:

FMEFERFEEBENEFE !

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.
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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.
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e  Evaluating the reasonableness of the management'’s
estimates of the net realisable values of the inventories
by comparing the unit cost of the inventories, on a
sample basis, to the latest invoice prices of sale.
BEMEIN REENROCHAEBEHEUNAL
B ML EREEHFESRFENMGNSEL -

e  Evaluating the historical accuracy of the allowance
made by the Group by comparing the allowance made
in prior year to actual amount of inventories written
off in the current year.
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KEY AUDIT MATTERS (Cont’d)

Fair value on equity instruments designated at fair value

through other comprehensive income (“FVTOCI")

FEESTFIE (B
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Refer to note 16 to the consolidated financial statements and FH2 B S BHRERMF16LUKREI123EMN D

the accounting policies on page 123.

The key audit matter
REEEE

SRR o

How the matter was addressed in our audit

BANEA TFNAEEERMEE

As disclosed in note 16 to the consolidated
financial statements, as at 31 December 2021,
the aggregate carrying amounts of the equity
instruments designated at fair value through other
comprehensive income (“FVTOCI") is approximate
HK$390,534,000.
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Management of the Group has performed fair
value assessment of equity instruments designated
at FVTOCI at the end of the reporting period.
Significant management’s judgements and
estimates, including justification of control of
the invested company, techniques and the use of
unobservable market data, have been used in the
fair value valuation.
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We have identified the fair value measurement
of equity instruments designated at FVTOCI as
a key audit matter because of its significance to
the consolidated financial statements as a whole
and the involvement of a significant degree of
judgements and estimates.
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Our procedures in relation to the fair value measurement of
equity instruments designated at fair value through other
comprehensive income:
RMEEEHEATES A AEMEERENEGZ TR AT
Bt EREENERFEE

Reviewing the fair value performed by the
management of the Group, including the review of
the valuation techniques and the underlying data and
assumptions used in fair value measurement with
reference to the available market data and/or other
external available information.
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Discussing with the management of the Group for the
appropriateness of valuation techniques adopted and
reviewing fair value calculations.
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OTHER INFORMATION

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

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

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

RESPONSIBILITIES OF DIRECTORS OF THE
COMPANY 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 of the Company
determine is necessary to enable the preparation of
consolidated financial statements that are free from material
misstatement, whether due to fraud or error.
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Independent Auditor’s Report
BIAZHBE®RS

RESPONSIBILITIES OF DIRECTORS OF THE
COMPANY AND THOSE CHARGED WITH
GOVERNANCE FOR THE CONSOLIDATED
FINANCIAL STATEMENTS (Cont’d)

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

Those charged with governance are responsible for overseeing
the Group's financial reporting process.

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

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion,
solely to you, as a body, in accordance with section 405 of
the Hong Kong Companies Ordinance and our agreed terms
of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for
the contents of this report. 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.

AKM Industrial Company Limited ZEFEZARAT
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Independent Auditor’s Report
Bz BRI S

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

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

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

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 of the Company.

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.
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Independent Auditor’s Report
BIAZHBE®RS

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

e  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, actions taken to eliminate threats or
safeguards applied.

AKM Industrial Company Limited ZEFEZARAT
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Independent Auditor’s Report
Bz BRI S

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 Man Choi.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Li Man Choi

Practicing Certificate Number: P03333

Hong Kong
14 March 2022
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

moEnkEME2ER=E R

For the year ended 31 December 2021

ECE A= —HIFE

2021 2020
—E”—F —EIE2H
Notes HK$’000 HK$'000
Kzt FERT FET
Revenue LON 5 2,361,722 1,676,423
Cost of sales & Bl A (2,055,350) (1,429,284)
Gross profit EF 306,372 247,139
Other income HgA 6 76,490 48,909
Distribution costs AN =1D%iN (35,950) (27,795)
Administrative expenses T (77,947) (45,697)
Research and development expenses Fff % & A (114,929) (83,153)
Share of results of associates FE(L = A B 4 4,653 2,645
Finance costs & A A 7 (13,219) (10,234)
Profit before taxation PRI AT F 8 145,470 131,814
Taxation 1B 9 (13,453) (12,404)
Profit for the year KEERF 132,017 119,410
Other comprehensive income: Hitzma -
Items that may be reclassified HEJEN 4
subsequently to profit or loss: EFBmzIEA
Exchange differences arising on B BINEBIFEHRR
translation of financial statements  FRELE Z ER =XE
of foreign operations 44,480 85,759
Share of exchange differences of ELBEAECERER
associates 1,106 2,495
45,586 88,254
Item that will not be reclassified HEHFTEEN T4E
subsequently to profit or loss: FBmzIEH
Fair value gain on equity BATEFAEMERE
instruments designated at G /N =
fair value through other NFEUW =
comprehensive income 8,195 21,912
Total other comprehensive income — Hfth 2 E IR 4238 53,781 110,166
Total comprehensive income KEEZENRERE
for the year 185,798 229,576
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

moEnkEMEENR=E T

For the year ended 31 December 2021

ETE T+ A= —HILFE

2021 2020
—g_—%F “E2TEH
Note HK$000 HK$'000
3=t FAT FHET
Profit for the year attributable to: W N A LEEARFEEEF
Owners of the Company KRBHEB A 130,530 119,351
Non-controlling interests JEER R 1,487 59
132,017 119,410
Total comprehensive income for MTALREEERFE
the year attributable to: 2EUWEHAREE
Owners of the Company ViN/NETRZF =N 183,738 229,141
Non-controlling interests JEER R 2,060 435
185,798 229,576
Earnings per share SFREN 12
— Basic and diluted (HK cents) —EARRE#E B HK8.49 centsi#ll HK7.79 centsi# 1l
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Consolidate Statement of Financial Position

A M BRI R

As at 31 December 2021 R_ZFE_—#F+_H=+—H

2021 2020
B % T2
Notes HK$’000 HK$'000
M et FET FET
Non-current assets JEREEE
Property, plant and equipment ME-BEREE 13 1,154,403 898,327
Right-of-use assets FREEE 14 50,258 51,286
Interests in associates =N 15 47,154 41,555
Equity instruments designated BAFEFAEMER
at fair value through other Wz #m TH
comprehensive income 16 390,534 371,435
Deposits for property, ME- -BERRBZZE
plant and equipment 13 51,920 26,855
1,694,269 1,389,458
Current assets RENEE
Inventories =78 17 238,185 206,880
Trade and other receivables B 5 Rk E Mg TRIE 18 922,858 726,644
Pledged bank deposits BIEFIRITER 19 2,367 2,368
Bank balances and cash RITHEEGR RIS 20 119,908 129,853
1,283,318 1,065,745
Current liabilities mENEE
Trade and other payables B2 R EMENRIE 21 921,307 682,033
Deferred income IR IE WA 22 22,741 15,355
Tax payables FE(IHR 1B 18,904 15,490
Bank borrowings RITEE 23 210,741 144,236
Lease liabilities HEaRE 14 2,115 1,869
1,175,808 858,983
Net current assets FREEE 107,510 206,762
Total assets less current liabilities BMEERREAEE 1,801,779 1,596,220

AKM Industrial Company Limited ZEFEZARAT




Consolidate Statement of Financial Position

A M BRR R

As at 31 December 2021 R _ZE_—#+_F=+—H

87

2021 2020
2% T2 F
Notes HK$'000 HK$'000
o= FERT FET
Capital and reserves AE A Kz e
Share capital fi& < 24 921,553 921,553
Reserves (i 716,803 556,745
Equity attributable to owners of KAB B ANELER
the Company 1,638,356 1,478,298
Non-controlling interests JEERER 36 23,178 12,491
Total Equity 4R 1,661,534 1,490,789
Non-current liabilities ERBEE
Lease liabilities HEaE 14 2,011 3,349
Deferred income R IE WA 22 50,128 49,295
Deferred tax liabilities RIERIBE & 25 15,742 13,808
Bank borrowings RITEE 23 72,364 38,979
140,245 105,431
1,801,779 1,596,220

The consolidated financial statements on pages 84 to 215 were
approved and authorised for issue by the Board of Directors on
14 March 2022 and are signed on its behalf by:

XIONG ZHENG FENG
DIRECTOR
BRIEIE
EF

EFER T _F-ATHAMELRE

TN ESIBEE2I15H ZIEE

TIEFEAREE !

HUNG CHI YUEN ANDREW

DIRECTOR
HEE
EF
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Consolidated Statement of Changes in Equity

=~ Ak a2 4
e EmE

B &

For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE
Attributable to owners of the company
KARREAEL
Fair value
through Restricted
Statutory other  stock incentive Non-
surplus — comprehensive scheme controlling
Share reserve income reserve Translation Retained interests
capital (ot (3) below) reserve  (note (b) below) reserve profits Sub-total (Note 36) Total
EERE  BOTEHA RAERR
Gk Et2E B & FERER
BE  (FihEG) haEgE  (REmEY) hERE REEF gt (H36) a8
HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK§'000
TER TER TER TR TER TER TR TR TR
At 1 January 2020 KZE2%5-F-H 921,553 45232 9,274 (5,105) (47,818) 344,014 1,267,150 - 1,267,150
Profit for the year REEER - - - - - 119,351 119,351 59 119,410
Exchange differences arising on BEENERYBRR
translation of financial statements of EEZERER
foreign operations - - - - 85,383 - 85,383 376 85,759
Fair value gain on equity instruments ERARATEIALMZE
designated at fair value through WEz BRI Az ATENE
other comprehensive income - - 21912 - - - 21912 - 21912
Share of exchange differences of associates HIBEATERER - - - - 2,495 - 2,495 - 2,495
Total comprehensive income for the year FEERANBER - - 1912 - 87878 119,351 229,141 435 229,576
Capital contribution from FERERTE
non-controlling interests - - - - - - - 12,056 12,056
Purchase of shares under the restricted RERFIERE
stock incentive scheme (nofe 32) BERD (1 - - - (2,611) - - (2611) - (2611)
Transfer to statutory surplus reserve BRTETRIGE - 14,128 - - - (14,128) - - -
Dividends paid (note 77) BRRE W) - - - - - (15,382) (15,382) - (15,382)
At 31 Decerber 2020 RIEIRETIAZH-H 92155 59360 31,186 1.16) 0060 438 1478298 49 1490789
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Consolidated Statement of Changes in Equity

=l
2

For the year ended 31 December 2021

GETEHRE

BE - —F+ A=+ —HILFE

Attributable to owners of the company

RRAREAES
Fair value
through Restricted
Statutory other stock incentive Non-
surplus  comprehensive scheme controlling
reserve income reserve Translation Retained interests
Share capital ~ (note (3) below) reserve  (note (b) below) reserve profits Sub-total (Note 36) Total
) ) BOTEA  RAMRE
EERBRE AfRE  HRHHER y F2dy 5
ks (Fitlize) Wikt (FaiE) hERE REEH gt (H36) g
HK$'000 HKS$'000 HKS'000 HK$'000 HK$'000 HKS'000 HKS'000 HK$'000 HK$'000
En TEr &R TR Er Tén TER FEn Er
At 1 January 2021 KZEZ-%-B-H 921,553 59,360 31,186 (7.716) 40,060 433,855 1,478,298 12491 1,490,789
Profit for the year KEEER - - - - - 130,530 130,530 1,487 132,017
Exchange differences arising on BEENEBYBRR
translation of financial statements of EEZERER
foreign operations - - - - 43,907 - 43,907 513 44,480
Fair value gain on equity instruments ERARATEIALMZE
designated at fair value through hEz BRI Az ATENE
other comprehensive income - - 8,195 - - - 8,195 - 8,195
Share of exchange differences of associates MEBELAREREE - - - - 1,106 - 1,106 - 1,106
Total comprehensive income for the year FEERENEEE - - 8,195 - 45,013 130,530 183,738 2,060 185,798
Capital contribution from non-controlling interests FF =R iER i+ - - - - - - - 8,627 8,627
Purchase of shares under the restricted stock RERSIMERZ B
incentive scheme (note 32) BERY (W:22) - - - (1,376) - - (1376) - (1,376)
Transfer to statutory surplus reserve ERTITRIER - 12,977 - - - (12,97) - - -
Dividends paid (note 1) BfRE WE11) - - - - - (22304 (22,304 - (22,304)
At 31 December 2021 RZEZ-5+ZA=+-8 921,553 12,331 39,381 (9,092) 85,073 529,104 1,638,356 23178 1,661,534
Notes: Wizt -
(a)  Statutory surplus reserve represented the People’'s Republic of China (the  (a) SAEZBEFEIETEARKMRE ((hE) SEEHERE -

"PRC") statutory reserves. Pursuant to the relevant PRC regulations and
the articles of association of the subsidiaries of the Company incorporated
in the PRC (the “PRC Subsidiaries”), 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 capital. 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.

During the year ended 31 December 2021, the Company acquired
1,520,000 (2020: 2,820,000) ordinary shares of the Company from the
open market by the independent trustee of the Company with a total
consideration of approximately HK$1,376,000 (2020: HK$2,611,000) in
respect of the restricted stock incentive scheme of the Company. The
carrying amount of the shares held as at the year-end was presented as a
deduction against equity “Restricted stock incentive scheme reserve” to the
consolidated financial statements.

R P A R AR R A B B AP B 5 AR AL 2 B /B
A8 (THEREAR) WERMER PENE QSR
RERDIR10%IR B RN EELERFE BUEER
BREE) FRMEED EERSIRBESHIMRE
REI50% 2 1L - IRBEPEABARY ZF5HFEETA
BB RsEsRs AR ETEELERER -
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Consolidated Statement of Cash Flows

mAEREETRAER

For the year ended 31 December 2021

ECE A= —HIFE

2021 2020
—Eo—f it el =
HK$'000 HK$'000
FET FET
OPERATING ACTIVITIES REE
Profit before taxation PR A8 Al g A 145,470 131,814
Adjustments for: MTISIEELFEE .
Share of results of associates A= /NEIE S (4,653) (2,645)
Finance costs RRE AR AR 13,219 10,234
Interest income FIE WA (1,385) (1,563)
Provision for allowances for credit losses 15 S 51855 3,759 2,045
Allowance for inventories FEREE 1,859 8,413
Depreciation of property, ME -BMEREEITE
plant and equipment 167,891 145,922
Depreciation of right-of-use assets EREEEZITE 3,479 3,684
Loss on disposal of property, HEME -BEER®REZEIR
plant and equipment 6,066 1,931
Deferred income recognised BERZIEEW A (43,859) (26,803)
Operating cash flows before SEBETEHAIKE
movements in working capital REnE 291,846 273,032
Increase in inventories F BN (27,091) (79,275)
Increase in trade and other receivables B 5 K B FE W R IE 18 0 (178,307) (11,903)
Increase in trade and other payables B 5 K HAE ZIEE 218,972 179,233
Cash generated from operations KEEFAERE 305,420 361,087
Income Taxes paid BfRFEHR (9,197) (9,392)
NET CASH FROM OPERATING (A IR E I SRR
ACTIVITIES 296,223 351,695
INVESTING ACTIVITIES REXEH
Purchase of property, plant and BEEYXE MR REE
equipment (428,580) (238,902)
Interest received BUF 2 1,385 1,563
Dividend received from associates REBEATNRE 160 -
Proceeds from disposal of property, HEWZE - BB REE
plant and equipment ZPRSFIA 590 24,152
Purchase of the equity instrument BEEIETA
designated at fair value through ATEEAEMEEM
other comprehensive income SE%TA _ (303,678)
NET CASH USED IN INVESTING REEBERS S
ACTIVITIES (426,445) (516,865)
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Consolidated Statement of Cash Flows

mAEREETRER

For the year ended 31 December 2021

ETE T+ A= —HILFE

91

2021 2020
—E-—f it g -2
HK$'000 HK$'000
FET FET
FINANCING ACTIVITIES e 4
New bank borrowings raised MIZRITEE 542,620 183,215
Government grants received 2 WBAT #8 B 50,180 47,309
Capital contribution from I 8 b |
non-controlling interests 8,627 12,056
Repayment of bank borrowings BERTEES (448,108) (45,654)
Repayment of lease liabilities BIEHEaE (2,294) (1,720)
Payment of shares under the restricted 1R 4% PR 11 14 % 228 ED
stock incentive scheme STEIBEERD (1,376) (2,611)
Interest paid BEHE (13,219) (10,234)
Dividends paid ZKRE (22,304) (15,382)
NET CASH FROM FINANCING M EERERSBE
ACTIVITIES 114,216 166,979
NET (DECREASE) INCREASE IN RERREEHEER
CASH AND CASH EQUIVALENTS (R ) G hn 358 (16,096) 1,809
CASH AND CASH EQUIVALENTS ENHRERESZEER
AT THE BEGINNING OF THE YEAR 129,853 119,707
EFFECT OF FOREIGN EXCHANGE SRS E R E > B
RATE CHANGES 6,151 8,337
CASH AND CASH EQUIVALENTS FXEERESZEER
AT THE END OF THE YEAR, ERTERRKRES
REPRESENTING BANK
BALANCES AND CASH 119,908 129,853
Annual Report 2021 —E-—FF#
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Notes to the Consolidated Financial Statements

nin

For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

kRO R R R MY AR

GENERAL

AKM Industrial Company Limited (the “Company”) is a
public limited company incorporated in Hong Kong with
limited liability on 9 December 1993 and its shares are
listed on The Stock Exchange of Hong Kong Limited (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,
principal place of business of the Company is situated at

Hong Kong, and the

63 Huan Shi Road South, Information Technology Park,
Nansha District, Guangzhou City, the People’s Republic of
China (the "PRC").

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

The Company is an investment holding company and is
also engaged in sourcing of raw materials and equipment
and trading of flexible printed circuits (“FPC") and related
products. Its subsidiaries established in the PRC (the “PRC
Subsidiaries”) are principally engaged in manufacture and
sales of FPC and flexible packaging substrates (including
components), sourcing and sales of electronic components
and other components and products during the year.

AKM Industrial Company Limited ZEFEZARAT
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Notes to the Consolidated Financial Statements

wm B B TS R R MY R

For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

Amendments to HKFRSs that are mandatorily
effective for the current year

In the current year, the Group has applied, for the first
time, the following amendments to HKFRSs issued by the
Hong Kong Institute of Certified Public Accountants (the
“HKICPA") which are mandatorily effective for the annual
period beginning on or after 1 January 2021 for the
preparation of the consolidated financial statements:

2.

BRI RIESI R B B HRS
R (EEMBHREER)

REEEBFERZMTREETER
MRS 2R

RAFE AEERGRESMHZRERE
CERERAEASMAE (HBG
BiRg)) PRIBMZ U TRESTE B H
BREER>HEHMM _ZE-_—F—F—H
ZRFEBZ FEHBREER

Amendments to Covid-19-Related Rent EAMBREEN  HESHRESMHAN
HKFRS 16 Concessions B165K 2 B3] HRHEEEE
Amendments to Interest Rate Benchmark Reform — ERAMBREEN FEXBEENE-FEE
HKFRS 9, HKAS 39 Phase 2 FOR BHEHE
and HKFRS 7, BIE395 BB
HKFRS 4 and REERBTHR
HKFRS 16 EEMBRIED
FARRERYH
REEAF16%Z
B3]

Except as described below, the application of the
amendments to HKFRSs in the current year has had no
material effect on the Group’s financial performance
and positions for the current and prior periods and/or
on the disclosures set out in these consolidated financial
statements.

BRI XFrtiES M AEERA LA ES
MBERSERZEITHEAERRETFE
RBFFENMBRREERRR, HZ
FROMBRROBRBELEERATE

Annual Report 2021 T —FFR



94
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

2. APPLICATION OF NEW AND AMENDMENTS 2. BT RIBIIAEBMBRE

TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Cont'd)

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

Impacts on application of Amendments to HKFRS 9,
HKAS 39, HKFRS 7, HKFRS 4 and HKFRS 16 Interest
Rate Benchmark Reform - Phase 2

The Group has applied the amendments for the first time
in the current year. The amendments relate to changes
in the basis for determining the contractual cash flows
of financial assets, financial liabilities and lease liabilities
as a result of interest rate benchmark reform, specific
hedge accounting requirements and the related disclosure
requirements applying HKFRS 7 Financial Instruments:
Disclosures (“HKFRS 7).

The Group had certain interest-bearing bank borrowings
denominated in United States dollars based on London
Interbank Offered Rate (“LIBOR") as at 31 December 2021
as disclosed in note 23. For LIBOR-based borrowings, since
the interest rates of these instruments were not replaced
by risk-free rates during the year, the amendments did not
have any impact on the financial position and performance
of the Group. Additional disclosures as required by
HKFRS 7 are set out in note 26.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

2. APPLICATION OF NEW AND AMENDMENTS
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Cont'd)

New and amendments to HKFRSs issued but not yet

effective

The Group has not early applied the following new and

amendments to HKFRSs that have been issued but are not

yet effective

HKFRS 17

Amendments to
HKFRS 3

Amendments to
HKFRS 10 and
HKAS 28

Amendments to
HKAS 1

Amendments to
HKAS 1 and
HKFRS Practice
Statement 2

Insurance Contracts and related
Amendments?

Reference to Conceptual
Framework?

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

Classification of Liabilities as
Current or Non-current and the
related amendments to Hong
Kong Interpretation 5(2020)
Presentation of Financial
Statements — Classification by
the Borrower of a Term Loan
that Contains a Repayment on
Demand Clause®

Disclosure of Accounting Policies?

2. BRI RIESI B BMBRSE
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B AR B 14 K £ BT RATIE T B %
RIS & A

7 S B 3 4 4R A AR R 5B AR A 1B 1 K
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For the year ended 31 December 2021

2. APPLICATION OF NEW AND AMENDMENTS 2.
TO HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Cont'd)

New and amendments to HKFRSs issued but not yet
effective (Cont’d)

Amendments to Definition of Accounting

HKAS 8 Estimates?
Amendments to Deferred Tax related to Assets and
HKAS 12 Liabilities arising from a Single

Transaction?

ECE A= —HIFE

BRI RIESI R B B BHRS
R (EEMBREER) (&

B AR E R EMBIMET REETEE
MBRSEL (7

Amendments to

Property, plant and Equipment:

HKAS 16 Proceeds before Intended Use?
Amendments to Onerous Contracts — Cost of

HKAS 37 Fulfilling a Contract?
Amendment to COVID-19-Related Rent

HKFRS 16 Concessions beyond

30 June 20217
Annual Improvements to HKFRSs
2018 - 2020 cycle?

Amendment to
HKFRSs

! Effective for annual periods beginning on or after 1 April 2021.

B Effective for annual periods beginning on or after 1 January 2022.

3 Effective for annual periods beginning on or after 1 January 2023.

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

The directors of the Company anticipate that the
application of these new and amendments to HKFRSs
will have no material impact on the results and financial
position of the Group.
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3.

CREE T E L

For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared
in accordance with HKFRSs issued by the HKICPA. For
the purpose of preparation of the consolidated financial
statements, information is considered material if such
information is reasonably expected to influence decisions
made by primary users. In addition, the consolidated
financial statements include applicable disclosures required
by the Rules Governing the Listing of Securities on the
Stock Exchange and by the Hong Kong Companies
Ordinance.

The consolidated financial statements have been prepared
on the historical cost basis except for certain financial
instruments that are measured at fair values at 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.

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 accounted for in accordance with HKFRS 16, 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 /mpairment of
Assets.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

kRO R R R MY AR

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

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.

In addition, for financial reporting purpose, 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 when the Group:

. has the power over the investee;

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

e has the ability to use its power to affect its returns.
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

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

Basis of consolidation (Cont’d)

When the Company has less than a majority of the voting
rights of an investee, it considers that it has power over
the investee when the voting rights are sufficient to give
it the practical ability to direct the relevant activities of the
investee unilaterally. The Company considers all relevant
facts and circumstances in assessing whether or not the
Company’s voting rights in an investee are sufficient to
give it power, including:

e the size of the Company’s holding of voting rights
relative to the size and dispersion of holdings of the
other vote holders;

e potential voting rights held by the Company, other
vote holders or other parties;

e  rights arising from other contractual arrangements;

e any additional facts and circumstances that indicate
that the Company has, or does not have, the current
ability to direct the relevant activities at the time that
decisions need to be made, including voting patterns
at previous shareholders’ meetings.

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

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and cease when the
Group loses control of the subsidiary.
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For the year ended 31 December 2021

RGBSR B

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

Income and expenses of subsidiaries 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 component of other comprehensive
income of subsidiaries are attributed to the owners of
the Company and to the non-controlling interests. Total
comprehensive income of subsidiaries is attributed to
the owners of the Company and to the non-controlling
interests even if this results in the non-controlling interests
have a deficit balance.

When 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.

Non-controlling interests in subsidiaries are presented
separately from the Group's equity therein, which
represent present ownership interests entitling their
holders to a proportionate share of net assets of the
relevant subsidiaries upon liquidation.
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CREE T E L

For the year ended 31 December 2021

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Investments in associates

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.

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements
using the equity method of accounting. The financial
statements of associates used for equity accounting
purposes are prepared using uniform accounting policies
as those of the Group for like transactions and events
in similar circumstances. Under the equity method, an
investment in an associate is initially recognised in the
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.
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For the year ended 31 December 2021

kRO R R R MY AR

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Investments in associates (Cont’d)

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.

The requirements of HKAS 36 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 is not allocated to any asset,
including goodwill that 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 are recognised in the consolidated
financial statements only to the extent of interests in the
associate that are not related to the Group.
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 3. TEEHKE &)
Investments in associates (Cont’d) REEATZIRE (&
The Group applies HKFRS 9, including the impairment K%HQ%%HﬁﬁiﬁiﬁEU%%ﬁﬁ%)ﬂﬁi\

requirements, to long-term interests in an associate to
which the equity method is not applied and which form
In applying
the Group does not

part of the net investment in the investee.
HKFRS 9 to long-term interests,
take into account adjustments to their carrying amount
required by HKAS 28 (i.e. adjustments to the carrying
amount of long-term interests arising from the allocation
of losses of the investee or assessment of impairment in
accordance with HKAS 28).

Revenue recognition

Revenue is recognised 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 Group uses a 5-step approach to revenue
recognition:

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

° Step 2:
contract

Identify the performance obligations in the

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
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Revenue recognition (Cont’d)

The Group recognised revenue when (or as) a performance

obligation is satisfied, i.e. when “control” of the goods
underlying the particular performance obligation is

transferred to customers.

A performance obligation represents a good or service (or
a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.

Control is transferred over time and revenue is recognised
over time by reference to the progress towards complete
satisfaction of the relevant performance obligation if one
of the following criteria is met:

e  The customer simultaneously receives and consumes
the benefits provided by the Group's performance as
the Group performs;

e The Group's performance creates or enhances an
asset that the customer controls as the asset is
created or enhanced; or

e The Group's performance does not create an asset
with an alternative use to the Group and the Group
has an enforceable right to payment for performance
completed to date.

Otherwise, revenue is recognised at a point in time when
the customer obtains control of the distinct goods.

Revenue is measured based on the consideration specified
in a contract with a customer, excludes amounts collected
on behalf of third parties.
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For the year ended 31 December 2021

3.

SR ECE S E

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Revenue recognition (Cont’d)
Principal versus agent

When another party is involved in providing goods or
services to a customer, the Group determines whether
the nature of its promise is a performance obligation
to provide the specified goods or services itself (i.e. the
Group is a principal) or to arrange for those goods or
services to be provided by the other party (i.e. the Group is
an agent).

The Group is a principal if it controls the specified good
or service before that good or service is transferred to a
customer.

The Group is an agent if its performance obligation is to
arrange for the provision of the specified goods or service
by another party. In this case, the Group does not control
the specified goods or service provided by another party
before that goods or service is transferred to the customer.
When the Group acts as an agent, it recognises revenue in
the amount of any fee or commission to which it expects
to be entitled in exchange for arranging for the specified
goods or services to be provided by the other party.

Revenue from sales of flexible printed circuits,
flexible packaging substrates and electronic
components

The revenue is recognised when control of the goods
has transferred, being when the goods have been
shipped to the customer’s specific location (delivery).
Transportation and other related activities that occur
before the customers obtain control of the related goods
are considered as fulfillment activities. Following delivery,
the customer has full discretion over the manner of
distribution and price to sell the goods, has the primary
responsibility when selling the goods and bears the risk of
obsolescence and loss in relation to the goods. The credit
term is 30 to 120 days from the issuance of invoices.
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont’'d) 3. XFEEFHHE (&)

Leasing

Definition of a lease

A contract is, or contains, a lease if the contract conveys a
right to control the use of an identified asset for a period
of time in exchange for consideration.

The Group as lessee

For contracts entered into or modified on or after the
date of initial application, the Group assesses whether a
contract is or contains a lease, at inception of the contract
or modification date. The Group recognises a right-of-
use asset and a corresponding lease liability with respect
to all lease arrangements in which it is the lessee, except
for short-term leases (defined as leases with a lease term
of 12 months or less from the commencement date and
do not contain a purchase option) and leases of low
value assets. For these leases, the Group recognises the
lease payments as an operating expense on a straight-line
basis over the term of the lease unless another systematic
basis is more representative of the time pattern in which
economic benefits from the leased assets are consumed.

Lease liabilities

At the commencement date, the Group measures lease
liability at the present value of the lease payments that are
not paid at that date. The lease payments are discounted
by using the interest rate implicit in the lease. If this
rate cannot be readily determined, the Group uses its
incremental borrowing rate.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

SIGNIFICANT ACCOUNTING POLICIES (Cont'd) 3. EEEHBER (&

Leasing (Cont’d) HE @)

Lease liabilities (Cont'd) HEERE (&

Lease payments included in the measurement of the lease SFAEEEFENHENREERERE

liability comprise the fixed lease payments (including in-
substance fixed payments).

The lease liability is presented as a separate line in the
consolidated statement of financial position.

The lease liability is subsequently measured by increasing
the carrying amount to reflect interest on the lease liability
(using the effective interest method) and by reducing the
carrying amount to reflect the lease payments made.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to leases of office properties and staff quarters
that have a lease term of 12 months or less from the
commencement date and do not contain a purchase
option. It also applies the recognition exemption for lease
of low-value assets.

Lease payments on short-term leases and leases of low-
value assets are recognised as expense on a straight line
basis over the lease term.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

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

Leasing (Cont’d)

Right-of-use assets

Except for the short-term leases and leases of low value
assets, the Group recognises right-of-use assets at the
commencement date of the lease (i.e. the date the
underlying asset is available for use).

Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses.

The cost of right-of-use asset includes:

e the amount of the initial measurement of the lease
liability;

e any lease payments made at or before the
commencement date, less any lease incentives
received;

e any initial direct costs incurred by the Group; and

e an estimate of costs to be incurred by the Group
in dismantling and removing the underlying assets,
restoring the site on which it is located or restoring
the underlying asset to the condition required by the
terms and conditions of the lease, such estimation is
recognised and measured under HKAS 37 Provision,
Contingent Liabilities and Contingent Assets.

Right-of-use assets in which the Group is reasonably
certain to obtain ownership of the underlying leased
assets at the end of the lease term are depreciated
from commencement date to the end of the useful
life. Otherwise, right-of-use assets are depreciated on a
straight-line basis over the shorter of its estimated useful
life and the lease term.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont’d) 3. XFEEFHHE (&)
Leasing (Cont’d) HE @)
Right-of-use assets (Cont’d) BEHEEE (&

The Group presents right-of-use assets as a separate line
item in the consolidated statement of financial position.

The Group applies HKAS 36 to determine whether a right-
of-use asset is impaired and accounts for any identified
impairment loss.

Foreign currencies

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

Exchange difference arising on the settlement of monetary
items, and on the retranslation of monetary items, are
recognised in profit or loss in the period in which they
arise.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2021

kRO R R R MY AR

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Foreign currencies (Cont’d)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency
of the Group (i.e. HK$) using exchange rates prevailing at
the end of each reporting period. Income and expenses
items are translated at the average exchange rates for the
year. Exchange differences arising, if any, are recognised
in other comprehensive income and accumulated in equity

under the heading of translation reserve.
Borrowing costs

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

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

Government grants

Government grants are not recognised until there is
reasonable assurance that the Group will comply with the
conditions attaching to them and that the grants will be
received.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2021

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Government grants (Cont’d)

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

Government grants related to income 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 plans, the Mandatory
Provident Fund Scheme and state-managed retirement
benefit schemes are recognised as an expense 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) after deducting any amount
already paid.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

kRO R R R MY AR

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Share-based payments
Equity-settled share-based payment transactions

Restricted shares (“Restricted Shares”) granted to
employees

Equity-settled share-based payments to employees and
others providing similar services are measured at the fair
value of the equity instruments at the grant date.

The fair value of the equity-settled share-based
payments determined at the grant date without taking
into consideration all non-market vesting conditions is
expensed on a straight-line basis over the vesting period,
based on the Group’s estimate of equity instruments
that will eventually vest, with a corresponding increase
in equity (Restricted stock incentive scheme reserve). At
the end of each reporting period, the Group revises its
estimate of the number of equity instruments expected
to vest based on assessment of all relevant non-market
vesting conditions. The impact of the revision of the
original estimates, if any, is recognised in profit or loss
such that the cumulative expense reflects the revised
estimate, with a corresponding adjustment to the
restricted stock incentive scheme reserve.

When Restricted Shares was expected to vest, the amount
previously recognised in restricted stock incentive scheme
reserve will be transferred to capital reserve. When the
Restricted Shares are forfeited after the vesting date or are
still not achieving vesting conditions at the expiry date,
the amount previously recognised in share-based payments
reserve will be transferred to capital reserve.
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CREE T E L

For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Share-based payments (Cont’d)

Shares held under the restricted stock incentive
scheme

Own equity instruments which are reacquired (shares held
under the restricted stock incentive scheme) are recognised
at cost and deducted from equity. No gain or loss is
recognised in profit or loss on the purchase, sale, issue
or cancellation of the Group’'s own equity instruments.
Any difference between the carrying amount and the
consideration is recognised in equity. The number of shares
held by the trustee under the restricted stock incentive
scheme would be eliminated against the corresponding
amount of share capital issued in the calculation of the
earnings per share for profit attributable to owners of the
Company.

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 because of income or expense that are taxable
or deductible in other years and 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.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2021

kRO R R R MY AR

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Taxation (Cont’d)

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities
in the consolidated financial statements and the
corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred
tax assets are generally recognised for all deductible
temporary difference to the extent that it is probable
that taxable profits will be available against which those
deductible temporary differences can be utilised. Such
deferred tax assets and liabilities are not recognised if the
temporary differences arise from the initial recognition
(other than in a business combination) of 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
associates, except where the Group is able to control the
reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable
future. Deferred tax assets arising from deductible
temporary differences associated with such investments
are only recognised to the extent that it is probable that
there will be sufficient taxable profits against which to
utilise the benefits of the temporary differences and they
are expected to reverse in the foreseeable future.

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.
When different tax rates apply to different levels of taxable
income, deferred tax assets and liabilities are measured
using the average tax rates that are expected to apply to
the taxable income of the periods in which the temporary
differences are expected to reverse.
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont’'d) 3. TEGHHE (#&)
Taxation (Cont’d) RIE (&)
The measurement of deferred tax liabilities and assets FIEMEaEREE T2 RIRIFRA

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.

For the purposes of measuring deferred tax for leasing
transactions in which the Group recognises the right-of-
use assets and the related lease liabilities, the Group first
determines whether the tax deductions are attributable to
the right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies HKAS
12 Income Taxes requirements to right-of-use assets and
lease liabilities separately. Temporary differences relating to
right-of-use assets and lease liabilities are not recognised
at initial recognition and over the lease terms due to
application of the initial recognition exemption.

Current and deferred tax are recognised in profit or loss.

Property, plant and equipment

Property, plant and equipment including buildings that
are held for use in the production or supply of goods
or services, or for administrative purposes (other than
properties under construction in progress as described
below) are stated in the consolidated statement of
financial position at cost less subsequent accumulated
depreciation and subsequent accumulated impairment
losses, if any.
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For the year ended 31 December 2021

RGBSR B

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

When the Group makes payments for ownership interests
of properties which includes both leasehold land and
building elements, the entire consideration is allocated
between the leasehold land and the building elements in
proportion to the relative fair values at initial recognition.
To the extent the allocation of the relevant payments can
be made reliably, interest in leasehold land is presented
as "right-of-use assets” in the consolidated statement
of financial position. When the consideration cannot be
allocated reliably between non-lease building element
and undivided interest in the underlying leasehold land,
the entire properties are classified as property, plant and
equipment.

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.

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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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Construction in progress

Properties in the course of construction for production
or administrative purpose are carried at cost, less any
recognised impairment loss. Costs include any costs
directly attributable to bringing the asset to the location
and condition necessary for it to be capable of operating
in the manner intended by management and, for
qualifying assets borrowing costs capitalised in accordance
with the Group's accounting policy. Such properties are
classified to the appropriate categories of property, plant
and equipment when completed and ready for intended
use. Depreciation of these assets, on the same basis as
other property assets, commences when the assets are

ready for their intended use.
Research and development expenditure

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

Impairment losses on property, plant and equipment
and right-of-use assets

At the end of the reporting period, the Group reviews the
carrying amounts of its property, plant and equipment
and right-of-use assists 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.

The recoverable amount of property, plant and equipment
and right-of-use assets are estimated individually. 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.
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

3.

kRO R R R MY AR

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Impairment losses on property, plant and equipment
and right-of-use assets (Cont’d)

In testing a cash-generating unit for impairment, corporate
assets are allocated to the relevant cash-generating unit
when a reasonable and consistent basis of allocation
can be established, or otherwise they are allocated to
the smallest group of cash generating units for which
a reasonable and consistent allocation basis can be
established. The recoverable amount is determined for the
cash-generating unit or group of cash-generating units to
which the corporate asset belongs, and is compared with
the carrying amount of the relevant cash-generating unit
or group of cash-generating units.

Recoverable amount is the higher of fair value less costs
of disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset (or a cash-generating unit) for
which the estimates of future cash flows have not been
adjusted.
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For the year ended 31 December 2021

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Impairment losses on property, plant and equipment
and right-of-use assets (Cont’d)

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.
For corporate assets or portion of corporate assets which
cannot be allocated on a reasonable and consistent
basis to a cash-generating unit, the Group compares the
carrying amount of a group of cash-generating units,
including the carrying amounts of the corporate assets
or portion of corporate assets allocated to that group
of cash-generating units, with the recoverable amount
of the group of cash-generating units. In allocating the
impairment loss, the impairment loss is allocated to the
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.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or the cash-generating
unit) is increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been
determined had no impairment loss been recognised for
the asset (or the cash-generating unit) in prior years. A
reversal of an impairment loss is recognised as income
immediately.
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For the year ended 31 December 2021
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SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Inventories

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

Financial instruments

Financial assets and financial liabilities are recognised
when a group entity becomes a party to the contractual
provisions of the instrument. All regular way purchases or
sales of financial assets are recognised and derecognised
on a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation
or convention in the market place.

Financial assets and financial liabilities are initially
measured at fair value except for trade receivables arising
from contracts with customers which are initially measured
in accordance with HKFRS 15. 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.

The effective interest method is a method of calculating
the amortised cost of a financial asset or financial liability
and of allocating interest income and interest expense
over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash receipts
and 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 asset or financial
liability, or, where appropriate, a shorter period, to the net
carrying amount on initial recognition.
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Financial instruments (Cont’d)
Financial assets

Classification and subsequent measurement of financial
assets

Financial assets that meet the following conditions are
subsequently measured at amortised cost:

e the financial asset is held within a business model
whose objective is to collect contractual cash flows;
and

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

All other financial assets are subsequently measured at fair
value through profit or loss (“FVTPL"), except that at initial
recognition of a financial asset the Group may irrevocably
elect to present subsequent changes in fair value of an
equity investment in other comprehensive income (“OCI")
if that equity investment is neither held for trading nor
contingent consideration recognised by an acquirer
in a business combination to which HKFRS 3 Business
Combinations applies.
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Financial instruments (Cont’d)

Financial assets (Cont’d)

Classification and subsequent measurement of financial
assets (Cont’d)

)

Amortised cost and interest income

Interest income is recognised using the effective
interest method for financial assets measured
subsequently at amortised cost. Interest income is
calculated by applying the effective interest rate to
the gross carrying amount of a financial asset, except
for financial assets that have subsequently become
credit-impaired (see below). For financial assets that
have subsequently become credit-impaired, interest
income is recognised by applying the effective interest
rate to the amortised cost of the financial asset
from the next reporting period. If the credit risk on
the credit-impaired financial instrument improves so
that the financial asset is no longer credit-impaired,
interest income is recognised by applying the effective
interest rate to the gross carrying amount of the
financial asset from the beginning of the reporting
period following the determination that the asset is

no longer credit impaired.
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Financial instruments (Cont’d)

Financial assets (Cont’d)

Classification and subsequent measurement of financial
assets (Cont’d)

(i)

Equity instruments designated as at FVTOCI

Investments in equity instruments at FVTOCI are
subsequently measured at fair value with gains and
losses arising from changes in fair value recognised in
OCI and accumulated in the FVTOCI reserve; and are
not subject to impairment assessment. The cumulative
gain or loss will not be reclassified to profit or loss
on disposal of the equity investments, and will be
transferred to retained profits.

Dividends from these investments in equity
instruments are recognised in profit or loss when the
Group’s right to receive the dividends is established,
unless the dividends clearly represent a recovery of
part of the cost of the investment. Dividends are
included in the "other income” line item in profit or
loss.
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For the year ended 31 December 2021

RGBSR B

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Financial instruments (Cont’d)

Financial assets (Cont’d)

Impairment of financial assets

The Group performs impairment assessment under
expected credit loss (“ECL") model on financial assets
(including trade and other receivables, amounts due from
associates, pledged bank deposits and bank balances
and cash) which are subject to impairment assessment
under HKFRS 9. The amount of ECL is updated at each
reporting date to reflect changes in credit risk since initial
recognition.

Lifetime ECL represents the ECL that will result from
all possible default events over the expected life of the
relevant instrument. In contrast, 12-month ECL ("12m
ECL") represents the portion of lifetime ECL that is
expected to result from default events that are possible
within 12 months after the reporting date. Assessment
are done based on the Group’s historical credit loss
experience, adjusted for factors that are specific to the
debtors, general economic conditions and an assessment
of both the current conditions at the reporting date as well
as the forecast of future conditions.

The Group always recognises lifetime ECL for trade
receivables. The ECL on these financial assets are assessed
individually for debtors with significant balances and
collectively for others using a provision matrix based on
past due amounts, adjusted for factors that are specific
to the debtors, general economic conditions and an
assessment of both the current as well as the forecast
direction of conditions at the reporting date, including
time value of money where appropriate.

AKM Industrial Company Limited ZEFEZARAT

ECE A= —HIFE

TEGHER (B
EMIA @
EHEE
SHEEME

AERERERACEEHEE (RHEEEH
B BEXEEMEE (OREEARBEBM
BHREERESRETRENEZEZ R
HAhEWRIE BRI E AT RIE BE
BEMURIRITER RIS ETREN
L-FAHEERERZSEENSREAH
FTUBHURBBI S EBDENEER

FRENEEERENAE I AR
FHANFMBRENENEHRELENTE
HEEHE-HR 12 BREEEIE
(M2EREHEEEE) FERREAH
B1I2EARNBIREEENENEHTASTE
EREZBOBEMBARBEERE A
REFERBEEEBEERET W
BEBARERZ BREKREAREH
HAE A0 1B B TRR R 2R B T BY 5T 1F W

mE

AEE—-ErL 8 5 B URIER D7 &R
R EERR ZETREENTEREE
BEMEEENGHROES AETES
AR ERIARSRERREER
WHMBEBETERN G TREBEEHBA
BERR  —REERNTREERRRE
HEIRR A TRRI S mBYET > BREE%
FEEE (HEM) mELEE-



Notes to the Consolidated Financial Statements

"HA

lI‘/ AY

For the year ended 31 December 2021

Rt 75 % 3R B 5E

3. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Financial instruments (Cont’d)

Financial assets (Cont’d)

Impairment of financial assets (Cont’d)

For all other instruments, the Group measures the loss

allowance equal to 12m ECL, unless when there has been

a significant increase in credit risk since initial recognition,

in which case the Group recognises lifetime ECL. The

assessment of whether lifetime ECL should be recognised

is based on significant increases in the likelihood or risk of

a default occurring since initial recognition.

(i)

Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group
compares the risk of a default occurring on the
financial instrument as at the reporting date with the
risk of a default occurring on the financial instrument
as at the date of initial recognition. In making this
assessment, the Group considers both quantitative
and qualitative information that is reasonable and
supportable, including historical experience and
forward-looking information that is available without

undue cost or effort.
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE
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3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Financial instruments (Cont’d)

Financial assets (Cont’d)

Impairment of financial assets (Cont’d)

)

Significant increase in credit risk (Cont’d)

In particular, the following information is taken into
account when assessing whether credit risk has
increased significantly:

an actual or expected significant deterioration in
the financial instrument’s external (if available)
or internal credit rating;

significant deterioration in external market
indicators of credit risk, e.g. a significant increase
in the credit spread, the credit default swap
prices for the debtor;

existing or forecast adverse changes in business,
financial or economic conditions that are
expected to cause a significant decrease in the
debtor’s ability to meet its debt obligations;

an actual or expected significant deterioration in
the operating results of the debtor;

an actual or expected significant adverse change
in the regulatory, economic, or technological
environment of the debtor that results in a
significant decrease in the debtor’s ability to
meet its debt obligations.
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For the year ended 31 December 2021

Rt 75 % 3R B 5E

3. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Financial instruments (Cont’d)

Financial assets (Cont’d)

Impairment of financial assets (Cont’d)

)

Significant increase in credit risk (Cont’d)

Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk has increased
significantly since initial recognition when contractual
payments are more than 30 days past due, unless the
Group has reasonable and supportable information
that demonstrates otherwise.

The Group regularly monitors the effectiveness of the
criteria used to identify whether there has been a
significant increase in credit risk and revises them as
appropriate to ensure that the criteria are capable of
identifying significant increase in credit risk before the
amount becomes past due.

Definition of default

For internal credit risk management, the Group
considers an event of default occurs when
information developed internally or obtained from
external sources indicates that the debtor is unlikely
to pay its creditors, including the Group, in full
(without taking into account any collaterals held by

the Group).

Irrespective of the above, the Group considers
that default has occurred when a financial asset
is more than 90 days past due unless the Group
has reasonable and supportable information to
demonstrate that a more lagging default criterion is
more appropriate.
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Financial instruments (Cont’d)

Financial assets (Cont’d)

Impairment of financial assets (Cont’d)

(iii)

Credit-impaired financial assets

A financial asset is credit-impaired when one or more

events of default that have a detrimental impact

on the estimated future cash flows of that financial

asset have occurred. Evidence that a financial asset

is credit-impaired includes observable data about the

following events:

(a)

significant financial difficulty of the issuer or the
borrower;

a breach of contract, such as a default or past
due event

the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower’s
financial difficulty, having granted to the
borrower a concession(s) that the lender(s) would
not otherwise consider;

it is becoming probable that the borrower
will enter bankruptcy or other financial
reorganisation; or

the disappearance of an active market for that
financial asset because of financial difficulties.
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)

Financial instruments (Cont’d)

Financial assets (Cont’d)

Impairment of financial assets (Cont’d)

(iv)  Write-off policy

The Group writes off a financial asset when there
is information indicating that the counterparty is
in severe financial difficulty and there is no realistic
prospect of recovery, for example, when the
counterparty has been placed under liquidation or
has entered into bankruptcy proceedings, or in the
case of trade receivables, when the amounts are over
one year past due, whichever occurs sooner. Financial
assets written off may still be subject to enforcement
activities under the Group’s recovery procedures,
taking into account legal advice where appropriate.
A write-off constitutes a derecognition event. Any
subsequent recoveries are recognised in profit or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the
probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and the
exposure at default. The assessment of the probability
of default and loss given default is based on historical
data and forward-looking information. Estimation of
ECL reflects an unbiased and probability-weighted
amount that is determined with the respective risks of

default occurring as the weights.
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

3. SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Financial instruments (Cont’d)
Financial assets (Cont’d)
Impairment of financial assets (Cont’d)
(v)  Measurement and recognition of ECL (Cont’d)

Generally, the ECL is the difference between all
contractual cash flows that are due to the Group
in accordance with the contract and the cash flows
that the Group expects to receive, discounted at
the effective interest rate determined at initial
recognition.

Lifetime ECL for certain trade receivables are
considered on a collective basis taking into
consideration past due information and relevant
credit information such as forward-looking
macroeconomic information.

For collective assessment, the Group takes into
consideration on the following characteristics when
formulating the grouping:

. Past-due status;
. Nature, size and industry of debtors; and
o External credit ratings where available.

The grouping is regularly reviewed by management
to ensure the constituents of each group continue to
share similar credit risk characteristics.
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

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

Financial instruments (Cont’d)

Financial assets (Cont’d)

Impairment of financial assets (Cont’d)

(v)  Measurement and recognition of ECL (Cont’d)

Interest income is calculated based on the gross
carrying amount of the financial asset unless the
financial asset is credit-impaired, in which case
interest income is calculated based on amortised cost

of the financial asset.

The Group recognises an impairment gain or loss in
profit or loss for all financial instruments by adjusting
their carrying amount, with the exception of trade
and other receivables where the corresponding
adjustment is recognised through a loss allowance
account.

Derecognition of financial assets

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.

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

On derecognition of an investment in equity instrument
which the Group has elected on initial recognition to
measure at FVTOCI, the cumulative gain or loss previously
accumulated in the FVTOCI reserve is not reclassified to
profit or loss, but is transferred to retained profits.
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For the year ended 31 December 2021

kRO R R R MY AR

SIGNIFICANT ACCOUNTING POLICIES (Cont’d)
Financial liabilities and equity instruments
Classification as debt or equity

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

Equity instruments

An equity instrument is any contract that evidences a
residual interest in the assets of an entity after deducting
all of its liabilities. Equity instruments issued by the
Company are recognised at the proceeds received, net of

direct issue costs.
Financial liabilities at amortised cost

Financial liabilities including trade and other payables,
bank borrowings and amounts due to associates are
subsequently measured at amortised cost using the
effective interest method.

Derecognition of financial liabilities

The Group derecognises financial liabilities 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 2021 #Z_—E_—#+_F=+—HIFFE

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies
which are described in note 3, the directors of the
Company are required to make judgements, estimates
and assumptions about the amounts of assets, liabilities,
revenue and expenses reported and disclosures made in
the consolidated financial statements. The estimates and
associated assumptions are based on historical experience
and other factors that are considered to be relevant.
Actual results may differ from these estimates.

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

Key sources of estimation uncertainty

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

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

Management estimates the useful lives and residual
values of property, plant and equipment. The estimated
useful lives and residual values are based on the expected
lifespan 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.
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE
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CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Cont'd)

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

Details of the Group's property, plant and equipment are
disclosed in note 13.

Allowance for inventories

The management reviews an aged analysis of the
inventories for production of FPC and flexible packaging
substrate at the end of the reporting period, and makes
allowance for slow-moving inventory items identified
that are no longer suitable for use in production. The
management estimates the net realisable value 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 2021 is approximately HK$238,185,000
(2020: HK$206,880,000), net of accumulated allowance
for inventories of approximately HK$23,631,000
(2020: HK$21,125,000). Allowance for inventories of
approximately HK$1,859,000 (2020: HK$8,413,000) has
been recognised during the year ended 31 December
2021.
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Cont'd)

Fair value measurement of financial instruments

The Group’s unquoted equity instruments are measured
at fair value with fair value being determined based on
significant unobserved inputs using valuation techniques.
Judgment and estimation are required in establishing
the relevant valuation techniques and the relevant inputs
thereof. Changes in assumptions relating to these factors
could result in material adjustments to the fair value of
these instruments.

The carrying amounts of equity instruments at fair value
through other comprehensive income for the Group as at
31 December 2021 are approximately HK$388,210,000
(2020: HK$371,435,000). Details of the assumptions used
are disclosed in note 16.

Provision of ECL for trade receivables

The management of the Group calculates ECL for the
trade receivables, which are assessed individually for
debtors with significant balances and collectively for
others. The provision rates applied are estimated using
the historical observed default rates of the debtors taking
into consideration forward-looking information that is
reasonably and supportably available without undue costs
or effort. At the end of each of the reporting period, these
historical loss rates are reassessed and updated if required
after considering the forward-looking information that
available to the directors of the Company.

The provision of ECL is sensitive to changes in estimates.
The information about the ECL and the Group’s trade
receivables are disclosed in note 18.
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE
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CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Cont'd)

Provision of ECL for trade receivables (Cont’d)

The carrying amount of trade receivables for the Group
at 31 December 2021 is approximately HK$903,423,000
(2020: HK$694,757,000), net of allowance for
credit losses of approximately HK$6,598,000 (2020:
HK$2,321,000). The provision for allowance for
credit losses of approximately HK$3,759,000 (2020:
HK$2,045,000) has been recognised during the year ended
31 December 2021.

REVENUE AND SEGMENT INFORMATION
Segment information

The Group is engaged in the businesses of manufacture
and sale of electronic products and sourcing and sale
of electronic components. All revenue generated by the
Group is recognised at a point in time when control of the
goods has transferred to the customers, being when the
goods are shipped to the specific location (delivery).

Sales-related warranties associated with products
cannot be purchased separately, the Group accounts
for warranties in accordance with HKAS 37 “Provisions,
Contingent Liabilities and Contingent Assets” unless the
warranty provides the customer with a service in addition
to the assurance that the product complies with agreed-

upon specifications.

Revenue is recognised from the Group’s contracts with
customers with fixed price and short-term duration.
Revenue is recognised at a point in time.
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

5. REVENUE AND SEGMENT INFORMATION
(Cont’d)

Segment information (Cont’d)

This segment 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 and services provided.

During the year ended 31 December 2021 and 2020, the
Group had two business segments namely (i) the circuit
boards and components business — the manufacture and
sales of FPC and flexible packaging substrates and (ii)
other.

Principal activities are as follows:

Circuit boards and —  The manufacture and
components business sales of FPC and flexible
packaging substrates
(including components)

Other —  The sourcing and sales of
electronic components
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For the year ended 31 December 2021

RGBSR B

nin

F_E

5. REVENUE AND SEGMENT INFORMATION

(Cont’d)

Segment information (Cont’d)

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

results by operating and reportable segments.

— A SO

5. WAKRDHER (&

DEER (@)

AEBREERATFRDIE D ZWA

S

RO

Segment revenue -
external sales

Segment results

DEUA - MRS & DEELE
2021 2020 2021 2020
- —T°%F B _—E_TE
HK$'000 HK$'000 HK$'000 HK$'000
FERT FET FERT FET
Circuit boards and components business 25 &4k B2 4 14 2 75 2,323,264 1,651,223 230,266 180,314
Other Hh 38,458 25,200 332 3,116
Total =L 2,361,722 1,676,423 230,598 183,430
Interest income FEUA 1,385 1,563
Central administration costs FRRTER R (77,947) (45,590)
Finance costs BUE R A (13,219) (10,234)
Share of results of associates BEBME N ER 4,653 2,645
Profit before taxation BRI AR F] 145,470 131,814
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

REVENUE AND SEGMENT INFORMATION
(Cont’d)

Segment information (Cont’d)

The accounting policies of the operating 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 and share of results
of associates. 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.

The Group did not have any significant inter-segment sales
during the year ended 31 December 2021 and 2020.
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

5. REVENUE AND SEGMENT INFORMATION 5. WARDHER (&
(Cont’d)
Segment information (Cont’d) FEER (&)
Other segment information BEM7 s E#
During the year ended 31 December 2021 RBEZE-—F+ZA=+—HLHEF
E
Amounts included in the measure of segment results: FEOHERREIEZNIE

Circuit boards

and components Segment
business Other total
BRIRR A ER Hith DEEE
HK$'000 HK$'000 HK$'000
FET FET FET
Provision for allowances for EEFEBEE
credit losses 3,759 - 3,759
Allowance for inventories FEREE 1,859 - 1,859
Depreciation of right-of-use ~ FAREEZITE
assets 3,479 - 3,479
Depreciation of property, ME- -BERZBZINE
plant and equipment 167,891 - 167,891
Release of government grants W IRE L ithBlE
for construction of factory B 5B 2 BUR & R
on existing lands (805) - (805)
Government grants for research Fi2$T8 B 2 BUfF 285
and development projects (43,054) - (43,054)
Government subsidies BT &R (7,516) - (7,516)
Loss on disposal of property, ~ HE#E -BEKRSEEZ
plant and equipment B8 6,066 - 6,066
Research and development MEER
expenses 114,929 - 114,929
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For the year ended 31 December 2021

(Cont’d)

BE_E_—F+ _A=+—HIFE

REVENUE AND SEGMENT INFORMATION

Segment information (Cont’d)

Other segment information (Cont’d)

Amounts regularly provided to the CODM but not included

During the year ended 31 December 2021 (Cont’d)

in the measure of segment results:

5.

WARDEBER (&

SEWEHR (&

Bt 7 8E# (&

RE&EE—_E-_—F+-H=+—HI=E

E (#)

AEAEER A

Circuit boards

EHRAIELERRERHEFIBER

and components Segment
business Other total

BRI A HER Hith ABEE
HK$'000 HK$'000 HK$'000
FET FET FET
Interest income FEUA (1,385) - (1,385)
Interest expenses FERE 13,219 - 13,219
Income tax expense PRGBS 13,453 - 13,453
Share of results of associates DG A T & (4,653) - (4,653)

During the year ended 31 December 2020

Amounts included in the measure of segment results:

RBEEZZ_ZTF+_R=+—HILF

E

SAENEEEREEZNIE !

Circuit boards

and components Segment
business Other total
BRIRRAGER Hih DEEE
HK$'000 HK$'000 HK$ 000
FET FET FET
Provision for allowances for EEBBEEE
credit losses 2,045 - 2,045
Allowance for inventories FERE 8,413 - 8,413
Depreciation of right-of-use ~ EREEEZITE
assets 3,684 - 3,684
Depreciation of property, ME - BB KRB
plant and equipment ZiTE 145,922 - 145,922
Release of government grants SR IRA L EEZ
for construction of factory R B 2 BT 2 Ak
on existing lands (752) - (752)
Government grants for research FF25T8 H ~ BT 284
and development projects (26,051) - (26,051)
Government subsidies BT E B (7,167) - (7,167)
Other government grants H A BT 20, (54) - (54)
Loss on disposal of property, ~ HE¥E - WEK&
plant and equipment 12 E51E 1,931 - 1,931
Research and development i es & A
expenses 83,153 - 83,153
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

5. REVENUE AND SEGMENT INFORMATION 5. WARDEER (&
(Cont’d)
Segment information (Cont’d) FEER (&)
Other segment information (Cont'd) B si&# (&
During the year ended 31 December 2020 (Cont’d) REEZZ_ZEHF+"A=+—HLEF
E (#)
Amounts regularly provided to the CODM but not included FHRHEFTIELERFEETHAD
in the measure of segment results: HEENDBEEZHNELEEE .

Circuit boards

and components Segment
business Other total
BRI A ER Hith DEEE
HK$'000 HK$'000 HK$'000
FHET FHET FHET
Interest income FEWA (1,563) - (1,563)
Interest expenses FMERZ 10,234 - 10,234
Income tax expense Frigfim sz 12,404 - 12,404
Share of results of associates DG HiE AT E 4 (2,645) - (2,645)
Geographical information ih (& &l
The Group operates in two principal geographical areas — AEERMEIEMEESE -FE (e
the PRC (excluding Hong Kong) and Hong Kong (country EEB) REB GEMmIiL ) o TxRIY
of domicile). The following table provides an analysis TAEEREPMEMEMERIDKE
of the Group's revenue from external customers by the SNERE R Z WA Z DA
geographical location of the customer:
2021 2020
B2 —F 2R
HK$'000 HK$'000
FHET FET
PRC, other than Hong Kong HE (REEEE) 1,776,221 1,134,011
Hong Kong 5& 441,241 283,690
Other HAth 144,260 258,722
2,361,722 1,676,423
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

5.

REVENUE AND SEGMENT INFORMATION 5.
(Cont’d)

Geographical information (Cont’d)

Substantially all of the Group’s non-current assets,
including property, plant and equipment and right-of-

WARDEBER (&)

wEEH (&)

AEBZEBRBNIFERBDEE (BEY

X BEARBURERREE) HUR

use assets are located in the PRC, Hong Kong and other FE - FEREMER
countries:
2021 2020
B =22
HK$'000 HK$'000
FHET FET
PRC, other than Hong Kong RE (BERIN 1,177,618 932,221
Hong Kong o 193 164
Other HAth 19,999 17,228
1,197,810 949,613
Information about major customers ERETERFRZEHR

Revenues from customers of the corresponding years

RENEREFERSTERBEMEBERR

contributing over 10% of the total sales of the Group are BI10%EMZzER ZWANT !
as follows:

2021 2020
—E-—& TECEF
HK$000 HK$'000
FET FAET
Customer A’ HEH 591,571 208,020
Customer B’ BRZ 408,961 310,781
Customer C'&2 BERRR2 N/ARE B 205,460

! Revenue from business of circuit boards and components business.

B Revenue from Customer C did not contribute over 10% of the total

revenue of the Group.

' REBRRRAAFEBZWA

? REERPAZBWAHEEBRRABRERTS

£10% °
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For the year ended 31 December 2021 #Z _—ZE—

kRO R R R MY AR

— A SO

6. OTHER INCOME 6. HfhgA
2021 2020
—EZ—% TECEE
HK$'000 HK$'000
FET FET
Release of government grants for BWRIRE TR
construction of factory on R = 2 BT 2 B
existing lands 805 752
Government grants for research and  F25IEE ~ BUF 2R
development projects 43,054 26,051
Government subsidies (note (a) below) BFEBN (FX M%) 7,516 7,167
Other government grants H A B £ AL
(note (b) below) (FxXkiaED)) - 54

Interest income FEUWA 1,385 1,563

Rental income A 2,123 596

Scrap income EE A 20,963 11,563

Others Hith 644 1,163

76,490 48,909

Notes: HiaE -

(@)  The amount of approximately HK$7,516,000 (2020: HK$7,167,000) (@ HE_Z-_—F+"-HA=+—HILEE kH
represents subsidies from various government authorities in ZEBFHEEZESHARFEEHNERE
supporting the high-end technology research and development B 74%97,516,0008 T (T2 &5 1 7,167,000
activities for the year ended 31 December 2021. HETT) °

(b)  During the year ended 31 December 2020, the Group recognised by REBEEZZZTE+_A=+—HUEEE X
government grants of HK$54,000 in respect of Covid-19-related £ B 50 B 0 BY T AR 5 i R A RE AR RG B RARY
subsidies and relates to Employment Support Scheme provided by the BT i# RE54,00058 70 HEHEBBFRMEN MR
Hong Kong government (2021: nil). MEIGEAER CEZ—F 8-

7. FINANCE COSTS 7. BB
2021 2020
—E-—F —ETEF
HK$'000 HK$'000
FET FET

Interests on: FE

- Bank borrowings —'fﬁfﬂﬁhﬂ 12,914 9,702

- Lease liabilities —HEaE 305 532

13,219 10,234

AKM Industrial Company Limited ZEFEZARAT
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For the year ended 31 December 2021 #Z _—ZE—

8. PROFIT BEFORE TAXATION

— A SO

8. BRIAATEF

145

2021 2020
—EZ—F === 5
HK$'000 HK$'000
FHT FET
Profit before taxation has been arrived BRIRETEF BB TIER
at after charging
Research and development expenses  Hff 2% & Ff
Staff costs BT 37,689 31,704
Other research and development Hhf & & A
expenses 77,240 51,449
114,929 83,153
Directors’ and chief executive's EERFETHRAENE
emoluments 1,858 1,455
Other staff costs HM8 TR A 243,902 169,038
Other staff’s retirement benefits HME T ZRIKFHBIHR
schemes contributions 20,660 17,281
Total staff costs BT A% 266,420 187,774
Less: Other staff costs included in WL ET A BT
research and development BERZBIHA
expenses as shown above (37,689) (31,704)
228,731 156,070
Auditor’s remuneration TZ BBl & 1,045 950
Cost of inventories recognised as ERRARAEI 2 FEERA
an expense (note below) (FXftaE) 2,055,350 1,429,284
Depreciation of property, ME-BERZHZINE
plant and equipment 167,891 145,922
Depreciation of right-of-use assets EREEEINE 3,479 3,684
Loss on disposal of property, HEME BERSREZEE
plant and equipment 6,066 1,931
Provision for allowance for credit losses 15 & 5188 2 ¥ & 3,759 2,045

Note: The amount includes allowance for inventories of HK$1,859,000

(2020: HK$8,413,000).

£ 18,413,000/ 7T) °
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For the year ended 31 December 2021

F R T+ A=A —HIFE

9. TAXATION 9. RIA

2021 2020
B B TEF
HK$'000 HK$'000
FET FET

Current tax: BPHAFRIE -
Hong Kong Profits Tax EBNER 2,239 1,076
PRC Enterprise Income Tax HETERER 14,567 18,581
16,806 19,657

Over provision in prior years: D FEBREEE .

PRC Enterprise Income Tax R 1 ZEPTIER (4,656) (8,783)
12,150 10,874

Deferred tax: PEICFRIE
Current year KEE 1,303 1,530
13,453 12,404

On 21 March 2018, the Hong Kong Legislative Council
passed The Inland Revenue (Amendment) (No. 7) Bill 2017
(the “Bill") which introduces the two-tiered profits tax
rates regime. The Bill was signed into law on 28 March
2018 and was gazetted on the following day. Under the
two-tiered profits tax rates regime, the first HK$2 million
of profits of the qualifying group entity will be taxed at
8.25%, and profits above HK$2 million will be taxed at
16.5%.

AKM Industrial Company Limited ZEFEZARAT

RIZE—N\F=BZ+—H FRBILZEEG
BB T FRE (85D (F75%) &6
B (MRFIEZR]) > 5| AFEF R MRS o
BABENR_ZE—NF=ZAZ+N\BK
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=
lI‘/ AY

9.

CREE T E L

For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

TAXATION (Cont’d)

For the years ended 31 December 2021 and 31 December
2020, Hong Kong profits tax of the qualified entity of
the Group is calculated in accordance with the two-tiered
profits tax rates regime. The profits of other Group entities
in Hong Kong not qualifying for the two-tiered profits tax
rates regime will continue to be taxed at the flat rate of
16.5%.

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 Electronic Technology (Suzhou) Ltd. (“AKM Suzhou")
were awarded the Foreign Invested Advanced-Technology
Enterprise Certificate in prior years. AKM Suzhou is
entitled to tax rate reduction from 25% to 15% for three
years commenced from 1 January 2016, which was then
renewed for a further term of three year commenced
from 1 January 2019. AKM Panyu was entitled to tax rate
reduction from 25% to 15% for three years commenced
from 1 January 2015, which was then renewed for a
further term of three years commenced from 1 January
2019 and 1 January 2021 respectively.

MIE (&)

BHE_Z-_—F+ZRA=t+—HERZE
“EF+ZA=+—BIEFE - XEBE
BERBENSBNERBEMRGFE
MEGEE - AT MASIFFREA
ENSEHEHMERERN RN EEER
16.5% BIAZR ZE IR F AR o

PEEEMSRLDEEDENBELDZ
BRAMEE G EBRBUA L -
RBEPEAREMBGEMRSRE (T1
ErRFMIE) REEMERIZEBRIEA
TENBEABSZREE _ZEENE—A
—H#A25% °

RBEFE 27N (BR)EFEXE
2B (ZREMNER) REZEMNETFRIE
@%ME@@ﬂUﬁMQ%%Dﬁﬁ%
MM ERF -HINTEFBEZ
E_E_Eﬁ_:¢¥ﬁ$ﬁ,$m25% ﬁ%
EI5%ZHMEBEER TE_-_E—NFE—H
—BHREER AH=F -2RFMNERE
- hF— B HE=ZFZFREXH
25% FNEEEIS%ZMIBRR > DR EZ
Z2—hF—B—HRZIZEZ—%—A8—
HitEEH > BA=F-
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For the year ended 31 December 2021 &%

kRO R R R MY AR

TAXATION (Cont’d)

The taxation for the year can be reconciled to the profit
before taxation per the consolidated statement of profit or

CE A=A EE

9. M1\ (#&)

loss and other comprehensive income as follows:

FERZREANEGESE
mRZERANERIHEERIM T ¢

m A B2 E U

2021 2020
—EZ—%F === 5
HK$’000 HK$'000
F#ET FET
Profit before taxation FRAR A A 145,470 131,814
Tax at the applicable income tax rate  ZBRAFSMRMNESAE
(note (a) below) MIE (FXHfeE(a) 21,821 19,772
Tax effect of expenses not deductible FAANMZHAZZRNBEFE
for tax purpose 96 673
Tax effect of share of results of ﬁ?fﬁﬂﬁﬁﬁ@jﬁn
associates MB 2 (698) (397)
Tax effect on further deduction of e AE— TR
research and development expenses MBEE (FXMEED))
(note (b) below) (5,259) (3,496)
Tax effect of utilisation tax losses not ~ EhFEBERHERRIERIE
previously recognised MBLE (185) -
Tax effect of deductible temporary FER 2N BREREEZ
difference not recognised ML E 1,017 -
Tax effect of tax losses not recognised FRHEDRIBEEZNEZE - 3,218
Over provision in prior years D FEEZSBREEE (4,656) (8,783)
Effect of different tax rates of MBABRNEMEERERE
subsidiaries operating in other ZAREMREZZE
jurisdictions 14 (113)
Deferred taxation arising from R Ba B TEINR
withholding tax on undistributed FREL 2 IREFRIE
profits 1,303 1,530
Taxation for the year KEERIE 13,453 12,404
Notes: ok
(a)  AKM Panyu is the Group’s major operating subsidiary. Therefore, the (a) HRELBANATEBZFEZZEWBAS
Group's applicable income tax rate is 15% (2020: 15%). > AREEZBRMERMNER15% (ZEE
F:15%)
(b)  Pursuant to the relevant tax rules and regulations, PRC subsidiaries (b) RBBRAIRBIRO KRG > REME A B eIt

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.

AKM Industrial Company Limited ZEFEZARAT
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

10. DIRECTORS’ AND CHIEF EXECUTIVE'S 10. EERTETHAEZINERE

EMOLUMENTS AND FIVE HIGHEST PAID LREEHMAL

INDIVIDUALS

(i) Details of directors’ and chief executive’s (i) EFRFETBAEZHMEEBEE
emoluments are as follows: W :

For the year ended 31 December 2021 BE_Z”_—H+”°“HA=+—HL

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

#ER BkER RER
ik Rt st HazRs k£
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TER TERL TER

Executive director: HiTES:

Xiong Zheng Feng B - - - - -
Non-executive directors: FHTES! - - - - -

Gao Xiaoguang BEX - - - - -

Jia Junan BEY - - - - -

Zhang Xiaoming R - - - - -

Wong Chunsheng 5% - - - - -

Liu Jianzhe (note (2) below) B\RE (FXHEE) - - - - -
Independent non-executive BUFHTES:

directors:

Hung Chi Yuen Andrew HER 100 - - - 100

Cui Zheng & 100 - - - 100

Zhang Guo Qi (note (&) below) RENE (FXMEHE) 100 - - - 100
Sub-total NG 300 - - - 300
Chief executive officer THeEs

Chai Zhi Qiang (note (d) below) (&% (Fithis#d) - 894 664 - 1,558
Total k] 300 894 664 - 1,858

Annual Report 2021 T —FFR
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

10. DIRECTORS’ AND CHIEF EXECUTIVE'S 10. EERTETHAEZNERE

EMOLUMENTS AND FIVE HIGHEST PAID SEEHFMAL @)

INDIVIDUALS (Cont’d)

(i) Details of directors’ and chief executive’s (i) EFRFETBAEZHMEHEBEE
emoluments are as follows: (Cont’d) ST - (&)

For the year ended 31 December 2020 HE_Z_ZF+ZHBE=+—81t

FE
Retirement  Performance
Salaries benefit related
and other scheme incentive Total
Fees benefits  contributions payments  emoluments
ek el BERR
ik HitigH SRS BHzRE B4 425
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TEL FHL T THEL
Executive director: RTES:
Xiong Zheng Feng BB - - - - -
Non-executive directors: FNTES.
Gao Xiaoguang BEX - - - - -
Jia Junan R - - - - -
Zhang Xiaoming iR - - - - -
Wong Chunsheng TEE - - - - -
Liu Jianzhe (note (3) below) 2EE (FXHEE) - - - - -
Yu Daochun (note (b) below) BES (TXHE D) - - - - -
Independent non-executive BUFHTES:
directors:
Hung Chi Yuen Andrew EEE 60 - - - 60
Yang Zhaoguo (note (c) below)  1BIKEL (FXHE(C) 53 - - - 53
Cui Zheng B n - - - 72
Zhang Guo Qi (note (e) below) — REINE (FXfize) 3 - - - 3
Sub-total NG 188 - - - 188
Chief executive officer THEH
Chai Zhi Qiang (note (d) below) 453 (Fatlt(a) - 698 21 548 1,267
Total ik 188 698 21 548 1,455

AKM Industrial Company Limited ZEFEZARAT
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

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

10. EEREFETHAEZMERA
LEREHFMAL &

(i) Details of directors’ and chief executive’s (i) EFRFETBRAEZHMEEBEE

emoluments are as follows: (Cont’d)

Notes:

(@)  Appointed on 10 June 2020.

(b) Resigned on 10 June 2020.

(c) Resigned on 23 September 2020.

(d)  Chai zhi Qiang is the Chief Executive Officer.
(e)  Appointed on 21 December 2020.

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

The Chief Executive Officer’s and 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.

None of the directors waived any emoluments during
the year. There was no arrangement under which
a director or the chief executive officer waived or
agreed to waive any emoluments during the year
2020 and 2021.

FWTF

(a) MIZBTEZERA+HEZE
(b) MIEZEFATHEE-
(0 RIBZIZFHRB-+Z=HEE-

() BARFHHIHSHRAEBMEEEE
RAANRIRMEEE

EXFIRITHBERAITES Z B
TTEEREEEARREAER
EHREZRFAER -

EXFRIFRITESRERIBILIERT
EFZNEeTBAREFERETRT
EFRHEZRFAER -

FROBEESEHNETAFMHNZ
oI BESYTHERNERRE
BWERZZEZZERZZEZ—FHN
ERF BN 2 Bk o
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

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

(ii) Employees’ emoluments and five highest paid

individuals:

During the year ended 31 December 2021, the
emoluments of the five individuals with the highest
emoluments of the Group, one (2020: one) was
the chief executive officer of the Company whose
emolument is set out in note 10(i) above. The
emoluments of the remaining four (2020: four)
highest paid individuals are as follows:

10. EERETETHAEZMERA

&

(i) EEMERALES

=HHMAL #)

AL :

REE_Z_—5+_-_HA=+—H
FEE cEBLTAESHMAL
- (ZE2EZZEF . —%) AR
@Tﬁﬁw% » ELE BN RS bt > Y sk
100)&EF] R TG (T2 ZZF M
2) BEem A2 FEIESIWmT

2021 2020
—E- TTF
HK$'000 HK$'000
FET FHET
Salaries and other benefits e REMBER 2,992 2,434
Performance related incentive BIRIFH I RE
payments 1,693 1,219
Retirement benefit schemes BRIRREF T B H R A
contributions 459 276
5,144 3,929
Their emoluments are within the following bands: BEZMENTUTEE
2021 2020
—E-—F —ETE
Number of Number of
individuals individuals
A¥L AE
Nil to HK$1,000,000 T E1,000,0008 7T - 3
HK$1,000,001 to HK$1,500,000 1,000,001 B TE
1,500,000/ 71 3 1
HK$1,500,001 to HK$2,000,000 1,500,001 cE
2,000,000 7T 1 -

During the years ended 31 December 2021 and
2020, no emoluments were paid by the Group to the
directors and the chief executive officer or the five
highest paid individuals as an inducement to join or
upon joining the Group or as compensation for loss
of office.

AKM Industrial Company Limited ZEFEZARAT

BHE_ SR ZE_ZTF+
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

11. DIVIDEND

During the year ended 31 December 2021, a final dividend
of HK1.45 cents per share in respect of the year ended 31
December 2020 totaling HK$22,304,000 (2020: HK$1.00
cent per share in respect of the year ended 31 December
2019 totaling HK$15,382,000) was declared and paid to
the owners of the Company.

Pursuant to the board of directors’ meeting on 14
March 2022, the directors recommended to declare the
final dividend for the year ended 31 December 2021 of
HK1.45 cents per share totaling HK$22,304,000. Such
recommendation is to be approved by the shareholders at
the annual general meeting.

12. EARNINGS PER SHARE

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

1. R

HE T+ ZBA=+—H1L%#HF
> E%ﬁ@i_;ﬁ_;ﬁfﬁwL_ﬁ_wL—
HIEFEERNRBRESR 4581 &5t
22,304,0008 T (ZE =5 . AFEE
TE-AE+B=t+—HLEENE
f%1.00%1l > &£ 5115,382,0007T) EE K
BRI FARABER A

*ETJ;“?_v__E BE+HOBEMNESES
%%Lmaﬁ&:ﬂt_g_—ﬁ—%_ﬁ
E—I——EIJJ:EEF;E’JEE,HHE BEKR1.45%
fill» 5522,304,0008 T % EZF AR
RIRRBFRGH

12. BEREF

ERBDBEBEABLEESREFEBFNZEAE
THIRIRLL TN 8

2021 2020
—E—fF —ETE2H
HK$'000 HK$'000
FHET FET
Earnings el
Profit for the year attributable to AEstBERRAZ ARAF
the owners of the Company for A ANELARFERT
the purpose of basic earnings
per share 130,530 119,351
Number of shares
B8
2021 2020
—E”—F —EIEHF
(in thousand) (in thousand)
(I F&h) (UF3h
Number of shares i &
Weighted average number of ordinary FB{EstEHEREARZR] 2
shares less shares held under the ZimRmMETEISH
restricted share incentive scheme BARFERNREERE
during the year, for the purpose of BENETE TRA RGN
basic earnings per share 1,538,238 1,531,948

There was no potential ordinary share in existence for the
two years ended 31 December 2020 and 2021, basic and

diluted earnings per share are the same for both years.

HRBE_E_EFR-_E_—F+=Z
A=t—HIEmBAFELERBEEHE
zEBk RILMEFENSRKRESKE
EEAER o
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

13. PROPERTY, PLANT AND EQUIPMENT/ 13.ME - BERSE MNE -BRER
DEPOSITS FOR PROPERTY, PLANT AND REZEE
EQUIPMENT
Plantand  Leasehold Office Motor  Construction
Buildings ~ machinery improvements  equipment vehicles in progress Total
BF HERKE HENERE BOERB B ERIR at

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TART TER TAL TAR TEL TAL TAR

Cost A&

At 1 January 2020 RIZ-2F-F—H 163,644 816,193 91,462 25,761 3,600 93475 1,194,135
Additions AE - 83,225 4,263 2,676 - 129,181 219,345
Transfer EE 82,865 37,139 4,415 2 - (124,441) -
Disposals HE - (46,462) (1,339 (297) (138) (2,308) (50,544)
Currency realignment EHER 14,433 56,219 6,119 1,663 m 42872 83,477
At 31 December 2020 RIZ-EE+-A=1+-A 260,942 946,314 104,920 29,825 3,633 100779 1446413
At 1 January 2021 RIE--F-F-H 260,942 946,314 104,920 29,825 3,633 100779 1446413
Additions HE - 194,869 3,999 4,603 768 200,082 404,321
Transfer E 66,053 101,419 - - - (167,472) -
Disposals HE - (35377) - (168) (985) - (36,530)
Currency realignment EHER 7,649 28,033 3,075 536 82 2,442 41817
At 31 December 2021 RZEZ-%5+ZB=1-H 334,644 1,235,258 111,994 34,79 3,498 135,831 1,856,021
DEPRECIATION e

At 1 January 2020 RZZE-5%5-A-H 45,495 300,712 30,853 15,191 3,197 - 395,448
Provided for the year FERB 8,636 116,373 17,225 3,442 26 - 145,922
Eliminated on disposals HERIEH - (23,544) (549) (235) (133) - (24,461)
Currency realignment EHRE 3417 23,589 2911 1,101 159 - 31,177
At 31 December 2020 RZE-EFE+_A=1-H 57,548 417130 50,440 19,499 3,469 - 548,086
At 1 January 2021 RIE--F-F-H 57,548 417,130 50,440 19,499 3,469 - 548,086
Provided for the year FEEE 21,368 129,733 12,676 3,981 133 - 167,891
Eliminated on disposals HEREH - (28,777) - (160) (937) - (29,874)
Currency realignment ERAE 1613 12,030 1,413 38 77 - 15,515
At 31 December 2021 RZEZ-%5+ZB=1-H 80,529 530,116 64,529 23,702 2,742 - 701,618
CARRYING VALUES REE

At 31 December 2021 RZEZ-%5+ZB=1-H 254,115 705,142 47,465 11,004 756 135,831 1,154,403
At 31 December 2020 RZE-ZFE+ZA=+-H 203,394 529,184 54,480 10,326 164 100,779 898,327

AKM Industrial Company Limited ZEFEZARAT
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

13. PROPERTY, PLANT AND EQUIPMENT/ 13. ¢%¥ BERERE " VNE -BEK

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

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

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

Plant and machinery 5 - 15 years

Leasehold improvements Over the remaining term of the
lease or 4 years, whichever is

shorter
Office equipment 5 years
Motor vehicles 4 -5 years

As at 31 December 2021, the Group has pledged
buildings with carrying amounts of HK$50,935,000 (2020:
HK$47,968,000) to secure general banking facilities
granted to the Group.

The buildings are located on leasehold land in the PRC.

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

REZRE (B)

LA E BB RREREES R R
HREERERAEGERUTERRTE !

‘¥ EFZER LT
FAEATN40E 504
(UBRIEEHE)

B e i 2 5& 154

THEMEEE e TR ERE4F
(U EHE)

ENESS 54

B A5

W_E_—F+"B=+—8>&AEEE
HEHRER E 18 450,935,000 L (ZE - =&
£F 147,968,000 7T) 2 1BF  EARER
FER—RIBITEEZER-

ZEBFHURTHEEEZ I Lo
ME-BERREZEZESEABEYE

BERZERTEZIEZENTHERR
DERBEZEE -
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For the year ended 31 December 2021 &%

14. LEASES

(i) Right-of-use assets

FCET—FA+ A=A —HILFE

14. FHE

() EREEE

2021 2020
—EF—% _EBEC=E

HK$'000 HK$'000
FHT FHET

Right-of-use assets FREEE
— Leasehold land in the PRC — R ZEE T 46,521 46,377
— Buildings —1EF 3,737 4,909
50,258 51,286

Right-of-use assets of approximately HK$46,521,000
(2020: HK$46,377,000) represent prepayment for
land use rights located in the PRC and is amortised

over 50 years on a straight-line basis.

Besides,

the Group has lease arrangements for

buildings. The lease terms are generally ranged from

two to five years.

Additions to the right-of-use assets for the

year ended 31

December 2021

amounted to

approximately HK$1,049,000 (2020: 2,299,000), due

to new leases of buildings.

AKM Industrial Company Limited ZEFEZARAT

#946,521,0008 75 (ZE T F :
46,377,000787T) W RAEEEIEN
R 1% B4R 5 DS50F# M +
HERRETEMRIE

b KEBEERFHEZH -HE
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For the year ended 31 December 2021

Rt 75 % 3R B 5E

14. LEASES (Cont’d)

(ii) Lease liabilities

BE_E_—F+ _A=+—HIFE

14. 1HE

=

(i) HEGME

157

2021 2020
—E-—% -
HK$'000 HK$'000
FHET FET
Non-current JETRED 2,011 3,349
Current TREN 2,115 1,869
4,126 5,218
2021 2020
—E-—F S
Amounts payable under HK$’000 HK$'000
lease liabilities HEAAETEMRIE FET FET
Within one year —FRN 2,115 1,869
After one year but within —FREMER
two years 1,515 1,782
After two years but within MEEBBRERN
five years 496 1,567
4,126 5,218
Less: Amount due for settlement & : 12188 AEIHAE([S IR IB
within 12 months (RrREaEE T
(shown under current F)R)
liabilities) (2,115) (1,869)
Amount due for settlement after  121E 8 % 2| HAFE (S RO RN IE
12 months 2,011 3,349
During the year ended 31 December 2021, the Group HE —_—®#+ZHB=+—H
entered into a number of new lease agreements in IEF }E ) K SEMMEEYMETT
respect of renting properties and recognised lease ETHHEHEwRR LERIBES
liability of HK$1,049,000 (2020: HK$2,299,000) 51,049,000 B L (ZEZZF
2,299,000 7T) ©
Annual Report 2021 —Z_——FF
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

14. LEASES (Cont’d)

(iii)

(iv)

(v)

14. FHE

(&

Amounts recognised in profit or loss (iii) MRIERBERR
Year ended Year ended
31 December 31 December
2021 2020
BHE BHE
—E—F i
+-A=+—H +ZB=+—H
IHEE IFFE
HK$'000 HK$'000
FHET TET
Depreciation of right-of-use assets {EREEE 275 3,479 3,684
Interest expense on lease liabilities FAE&EF S8 X 305 532
Others (iv) Hfth

the total
cash outflow for leases amount to approximately
HK$2,599,000 (2020: HK$2,252,000).

During the year ended 31 December 2021,

Restrictions or covenants on leases

As at 31 December 2021, lease liabilities of
HK$4,126,000 are recognised with related right-of-
use assets of HK$3,737,000 (2020: lease liabilities
of HK$5,218,000 and related right-of-use assets of
HK$4,909,000). The lease agreements do not impose
any covenants in other than the security interests in
the leased assets that are held by the lessor. Leased
assets may not be used as security for borrowing
purposes.

AKM Industrial Company Limited ZEFEZARAT

(v)

@%:%:—¢+_E:+—
EIU:EFE ’ *HEE/‘]EEE/MLHJ'
2,599,000 7T (:’2_%‘&& :
2,252,00058 7T) ©

70 & B9 PR H1 5 2249

W_EZ_—F+ZHB=+—H">
4,126,000 TNHEABEE H
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

15. INTERESTS IN ASSOCIATES AND AMOUNTS 15. B"Hﬁ%éﬁﬁjzr““&ﬂguﬁz/ﬁﬂﬁﬁ

DUE FROM/TO ASSOCIATES ERBZMIEA
2021 2020
—E-—#& —E-TH
HK$'000 HK$'000
FHET TFET
Costs of unlisted investments in N A= NETLE
associates FEMEERAE 35,107 35,107
Share of post-acquisition results and ~ FE{LUREEE 5 A K
other comprehensive income Hh 2wl 12,047 6,448
47,154 41,555
The details of trade receivables from associates and trade FE T Bt & A B TR 1B Ke R W Bt i A Bl FRIE
payables to associates are set out in notes 18 and 21, BIEE 150 B & H Y5 1821 ©

respectively.
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

15. INTERESTS IN ASSOCIATES AND AMOUNTS 15. REFE AT 2 & R FEUR 1+ Bk

DUE FROM/TO ASSOCIATES (Cont'd)

Details of the Group's associates as at 31 December 2021
and 31 December 2020 are as follows:

EABZMIE (&)

AEBBEABANR_ZEZ—F+A
=t+—HR-_F_TEF_A=+—H
ZHEBIMT

Place of Attributable interest
establishment and proportion of
and principal voting power held
place of Form of by the Group
Name of associates operation business structure (Directly/indirectly) Principal activities
FEERGEZR
Bt 37 3t 25 K FEREELLA
BEARRE TELEMY  CREMER (B H#E) TEEH
2021 2020
B “E°=

Directly owned associate

BEFEBHEALE

EMmZBEETERAR The PRC Sino-foreign enterprise 30% 30% Manufacture and
(transliteration as New HE RN EDLE sales of flexible
Career Guangzhou Electronics packaging
Company Limited, substrates
“New Career") BIE R E RN

ENTZEREEFERAR HEER
(TEMZ %))

Indirectly owned associate

BEEEHE 2]

NIBRRHERRAT The PRC Sino-foreign enterprise 48% 48%  Manufacture and sales
(transliteration as Jiujiang Flex FHEELRE of flexible copper
Co., Limited, "Jiujiang Flex") clad laminate and

NVIRREHMERAR relevant products
(IR ) RERIBEFRN

B AERER

Summarised financial information in respect of the Group's
associates is set out below. The summarised financial
information below represents amounts shown in the
associate’s financial statements, prepared in accordance
with HKFRSs. The associates are accounted for using the
equity method in these consolidated financial statements.

AKM Industrial Company Limited ZEFEZARAT

AERBEQD ZUBEMNBEZEHIWM
T TIHMBERMMEIERERTRREE
AUMBRSENRRIUBEBERERAME
2 Z8R-ME AR ERAEDENZFTER
B BRERIAR
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

15. INTERESTS IN ASSOCIATES AND AMOUNTS

15. HéHﬁ%%’ATZT““&EEEH&/HHﬁ’*

DUE FROM/TO ASSOCIATES (Cont’d) EATZIEA ()
New Career B2 e
2021 2020
—E—F “ETEHF
HK$'000 HK$'000
FET FET
Non-current assets EREHNEE 9,742 8,716
Current assets MENEE 55,406 39,096
Non-current liabilities ERBEE (3,481) (282)
Current liabilities mMENAEE (32,407) (27,943)
Net assets BEEFE 29,260 19,587
Proportion of the Group’s ownership ~ AREBEREE AT
interest in the associate %EEV“IZHW 30% 30%
Group's share of net assets of REBRGBEATZ
the associate BEEZFE 8,778 5,876
Revenue WA 91,773 48,193
Profit for the year KEERF 8,689 4,393
Other comprehensive income AEEHME2EK S
for the year 1,517 955
Profit and total comprehensive AEERNREMEER S
income for the year 10,206 5,348
Group's share of profit AEBELRT] 2,607 1,318
Group's share of other AEEROHEMEZEYE
comprehensive income 455 286
Dividend received from the BB EATIZKRE
associate during the year (160) -
Annual Report 2021 —E-—FF#
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15. INTERESTS IN ASSOCIATES AND AMOUNTS

F_E

DUE FROM/TO ASSOCIATES (Cont'd)

—F+ B =AF—HILFE

Notes to the Consolidated Financial Statements

RGBSR B

For the year ended 31 December 2021

15. REHE AT 2 R FEWL /1 Bt

EABZMIE (&)

Jiujiang Flex AR E )
2021 2020
—EZ—%F === 5
HK$'000 HK$'000
FET FAE7T
Non-current assets ERHEE 16,007 19,376
Current assets MENEE 76,479 76,936
Non-current liabilities JEREaE (712) (918)
Current liabilities mEaE (16,682) (25,921)
Net assets BEFE 75,092 69,473
Proportion of the Group's ownership ~ ZAEBERBE AT 2
interest in the associate AR LA 48% 48%
Goodwill Gk 2,332 2,332
Group's share of net assets of AEBELBE AT Z
the associate BHEFE 36,044 33,347
Revenue WA 106,851 104,881
Profit for the year REE 4,263 2,765
Other comprehensive income AEEHMEEW E
for the year 1,356 4,602
Profit and total comprehensive KEEHHNREM2E KRG
income for the year 5,619 7,367
Group's share of profit AEE LR 2,046 1,327
Group's share of other rEBRGEMEENKE
comprehensive income 651 2,209

Dividend received from the associate
during the year

BRBMEATDZRE

AKM Industrial Company Limited ZEFEZARAT
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For the year ended 31 December 2021

16. EQUITY INSTRUMENTS DESIGNATED AT FAIR

HE-T

— A SO

16. EEHRAFESFARMEZE KT

VALUE THROUGH OTHER COMPREHENSIVE Z2H#=mTH
INCOME
2021 2020
—T”—F —BITF
HK$'000 HK$'000
FHT FHET
Equity instruments designated at fair IEEAEAFEF AEMEE
value through other comprehensive Wz #EmTH
income
— Unlisted equity investments in: —RTFEENIELT
RrERE
AKM Meadville Electronics RN EHE
(note (a) below) (FXHrat(a) 349,438 331,511
Other investee company Ht@gigEH A8
(note (b) below) (FXHizEb)) 41,096 39,924
390,534 371,435

Notes:

Unlisted equity investment in AKM Meadville Electronics

The amount represented the Group’s 6% (2020: 6%) unlisted equity
interest in ZRFEZMHEF (EF) BREMFEALF (transliteration
as AKM Meadville Electronics (Xiamen) Co., Ltd., “AKM Meadville
Electronics”), a private limited company incorporated in the
PRC which is mainly engaged in the research and development,
production and sales of rigid printed circuit board products, including
substrate-like printed circuit board (SLP), high-density interconnect
board (HDI), integrated circuit packaging substrate (IC substrate)
as well as related electronic assembling, and microelectronics and
optoelectronics products.

Unlisted equity investment in other investee company

The amount represented the Group’s 4.74% (2020: 5.76%) unlisted
equity interests in another company established in the PRC. The
investee is engaged in research and development of semi-conductor
packaging substrates.

MR EEBFIFLTRERRE

EREREFAEEANZREANXEST (BEF) &
REELE (MZRFEFEMEEBEF)) 26% (ZFZ
TEI6%)MFLHEDRE  RREFEMEE
FR-—BPEFMAINMABRRF £2
WRBIEENR BRRE R SEERR 5EE
B R TRAE B I R B AR R ABRE B T 1
BFRNABEMNME EERBE-

REMBREABDNFELHREDRE

BRSHIEAERNTERIINS —BATZ
4.74% (CBE-FHF 1576%) WIELHEDE
Loz REHRN B ERHNERIR
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

16.

17.

RGBSR B

EQUITY INSTRUMENTS DESIGNATED AT FAIR
VALUE THROUGH OTHER COMPREHENSIVE
INCOME (Cont’d)

The directors of the Company have elected to designate
this investment in equity instrument as FVTOCI as they
believe this investment is not held for trading and not
expected to be sold in foreseeable future. This investment
is denominated in RMB other than the functional currency
of the relevant group entity.

Details of the fair value measurement of these unlisted
equity investments are disclosed in note 26.

16.

BEBEATESAEMEE W
Z2HZT A (B

ARBDEFEEERNZSTHEa LAY
REBEASRFESAREMEZE LT )
HREERBRERELIFFERZ A
AN FREA RS B) R R 2R & o I TR IR B LAAE
HEBEERZWEEBLUINIARES
=0

ZEFLTRENRFEFEFHERKW
FE26FI BR ©

INVENTORIES 17. 78
2021 2020
—T-—F —BITF
HK$'000 HK$'000
FHET FHET
Raw materials R AR 77,143 75,524
Work in progress o 97,081 89,835
Finished goods SAY oA 63,961 41,521
238,185 206,880

The carrying amount of inventories for the Group as at 31
December 2021 is approximately HK$238,185,000 (2020:
HK$206,880,000), net of allowance for inventories of
approximately HK$23,631,000 (2020: HK$21,125,000).

AKM Industrial Company Limited ZEFEZARAT

rEBR_ZE—F+ZB=+—HZ
FEIREELNA238,185,0008 7T (Z &
— =4 1206,880,000%87T) 0 BilkKE
E#154923,631,00080 (ZE - F .
21,125,000 7T) ©
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For the year ended 31 December 2021

18.

CREE T E L

TRADE AND OTHER RECEIVABLES

BE_E_—F+ _A=+—HIFE

. BE RHEMBWRIA

Trade and other receivables include the following balances: B 5 R HEMERRIEEIE TS
2021 2020
—E-—%F B TEF
HK$'000 HK$'000
FET FET
Trade receivables 8 5 EUIE 910,021 701,387
Less: Allowance for credit losses B EEEEEE (6,598) (2,321)
903,423 699,066
Other receivables HAh W =IE 14,945 19,454
Prepayments AT I8 4,490 8,124
19,435 27,578
922,858 726,644

The Group allows a credit period ranging from 30 to
120 days to its trade customers. Before accepting any
new customer, the management assesses the potential
customer’s credit quality and defines credit limits by
customer.

The following is an aged analysis of trade receivables,
net of allowance for credit losses presented based on
the invoice dates (other than bills receivables which are
presented based on the issuance date of relevant bills)

FEERHBEZERRUZEEHNTF
30E120K %o T‘?%%Eﬁ%%ﬂfz

g RE & R EJ?EZE BEREE-

FARBEHR EERKARESB B
18¥T) B 5 B UGRR R E R E EH0FRI%

HZAMEINZEEHBERER) (LA

@?Fzﬁﬁ HEZ25) 2 B REERIN 2

at end of the reporting period, which approximated the ARES AT -
respective revenue recognition dates:

2021 2020
—E-—F —TRF
HK$'000 HK$'000
TET FHT
Within 30 days 30H® 528,361 367,561
31 - 60 days 31£260H 183,339 134,212
61 — 90 days 61ZE90H 122,451 101,881
91 - 120 days 912 120H 62,839 73,939
121 days - 1 year 1218215 6,433 17,164
903,423 694,757
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

18.

kRO R R R MY AR

TRADE AND OTHER RECEIVABLES (Cont’d)

As at 31 December 2021,
a shareholder, Goertek (Hong Kong) Company Limited

the trade receivables from

and its subsidiaries, amounting to approximately
HK$71,761,000 (2020: HK$43,388,000) were included in
the Group's trade receivables.

As at 31 December 2020, the trade receivables from
associates amounting to approximately HK$4,309,000
were included in the Group's trade receivables (2021: nil)

The Group's trade and other receivables that are
denominated in currencies other than functional currencies
of the relevant group entities are set out below:

18. B 5 R EMEUWTRIR (&

N_E_—F+_-_F=+—H EBl—%
BRREENBERERABDRENB A
BN E IR FRIEAT71,761,00058 7T (Z
T T EAE 143,388,000 70) BEt AXE
B E 7 EURIE

R_EBEZEF+ZA=+—H  EKEK
EABMNE S EWIEL4,309,00078 7T
Bt ALEERNEZEBRHIE (ZTZ—
F ZBT) o

LA ERBRINEGR UIN 2GS
BzAEEE S KREMBBRRS T
T

2021 2020

—EZ—%F === 5

HK$'000 HK$'000

FHT FHET

United States dollars (“USD") x7 (M%&) 60,452 13,389
The Group measures the loss allowance for trade AERERBEENFEBEHAGEERIEL
receivables at an amount equal to lifetime ECL. Details of SHENEEBZRARENGEEE-BS

impairment assessment of trade and other receivables are
set out in note 26.

AKM Industrial Company Limited ZEFEZARAT
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For the year ended 31 December 2021

19.

20.

SR ECE S E

PLEDGED BANK DEPOSITS

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

The pledged bank deposits of the Group carried at
fixed interest rate of 0.2% per annum (2020: 0.02%
per annum). The pledged bank deposits will be released
upon withdrawal of banking facilities. The pledged bank
deposits are denominated in HK$.

Details of impairment assessment of pledged bank
deposits are set out in note 26.

BANK BALANCES AND CASH

Bank balances comprise short-term bank deposits with
original maturity less than three months which carry at
floating interest rates ranging from 0.01% to 3.00%
(2020: 0.01% to 3.00%) per annum.

Included in the Group’s bank balances are short-term
deposits of approximately HK$108,750,000 (2020:
HK$112,605,000) kept in banks located in the PRC.

ETE T+ A= —HILFE

19.

20.

BIRRIRITEMR

ZR AR BIRTIRT ZFR BIFERERER
FTHREBRZERERETES RIEDERR

AEBZEBFRITERZEEFFH =
02% (ZEZEF  FFFE0.02%) 518 °
BIERRTERSNRREBRTEERR
bR o BIRIRIRITER LB TS E

ERFIRITERN R E T B &SN
5¥260

IRITHEBRRIRE

IRITAEREIEUNTF0.01%E3.00% 2%
FEMEK(CEZZF 0.01%%E3.00%)
FEEREBAIVDR=ZMEAE ZEHHIETT

NEBIRTEREEEREURTEZ
$R1TZ R HATF N 49108,750,0008 T (&
T4 112,605,000 7T) ©
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

20. BANK BALANCES AND CASH (Cont'd) 20. IR1THERKRIRE (B)
In addition, included in the bank balances and cash are the o SRR RIESEE T UERE
following amounts denominated in currencies other than EERCEEBMUIINZEBIEZR
the functional currencies of the relevant group entities are: 15 .
2021 2020
B2 % —EIEF
HK$'000 HK$'000
FHAT FET
usb x7T 2,502 14,866
Details of impairment assessment of bank balances are set IR1TH R IR BB B ST 55 1B S MY
out in note 26. 5260
21. TRADE AND OTHER PAYABLES 21. B REMERIE
Trade and other payables include the following balances: B5 REMBNRIBERE NG !
2021 2020
—E”—F —EIE2HF
HK$’000 HK$'000
FHET FET
Trade and bills payables B2 BT IE R e 4%
(note (a) below) (FXHiat(a) 758,909 515,268
Payables for acquisition of property, WHEME - BEREREZ
plant and equipment ANE Q] 69,868 47,830
Accrued staff costs fEEF B TR 58,064 43,051
Construction payables fEfT T2 7h1E - 151
Amount due to a shareholder B — % IR ERFIE
(note (b) below) (FXHaEm)) 3,058 7,723
Other tax payables HAELRIE 17,820 19,849
Received from restricted stock Y ER B BRI 1% B 22 B 51 2
incentive scheme 2,644 10,973
Other payables and accruals HENRIERETER 10,944 37,188
921,307 682,033

AKM Industrial Company Limited ZEFEZARAT
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For the year ended 31 December 2021

HE-T

21. TRADE AND OTHER PAYABLES (Cont’d)

Notes:

(a)

(o)

Trade and bills payables

The following is an aged analysis by invoice date/bills issued date of
trade and bills payables at the end of the reporting period:

— A SO

21.

B REMBNRIE (B

Mt -

e B ZRIBREN RS

UTFRARREARZERAE " RELAEBH
252 8 5 T RUIAR A R IR Z BRI DT

2021 2020

—E-—F “EIERF

HK$'000 HK$'000

FHET FHET

Within 30 days 30HA 350,074 248,663
31 - 60 days 31E60H 195,079 117,831
61 — 90 days 61E90H 125,672 72,286
91 - 120 days 91E120H 62,220 34,053
121 days — 1 year 1218 E 14 20,715 41,786
Over 1 year 1FE Mk 5,149 649
758,909 515,268

As at 31 December 2021,
company, AKM Meadville Electronics and its subsidiaries, amounting
to approximately HK$1,615,000 (2020: nil) were included in the
Group's trade payables.

the trade payables to an investee

As at 31 December 2021, the trade payables to associates amounting
to approximately HK$13,662,000 (2020: nil) were included in the
Group's trade payables.

Amount due to a shareholder

During the year ended 31 December 2021 and 2020, the Group
participated in certain research and development projects with its
shareholder, FEI B TEEREFRAF
North Industries Group Corporation (“CNIGC”) a wholly state-owned

(transliteration as China
enterprise with limited liability established in the PRC which is a
shareholder and a connected person of the Company), the amount
represented the research and development fee paid by CNIGC to the
Group in relating to certain research and development projects.

Others

The Group’s trade and other payables that are denominated in

RZZZ—F+ZBE=+—H Ef—aFEE&
EARNBRRENEUESTFREAWNBLARAINES
FE(TFRIE491,615,0008 T (ZEZFF . T8
70) Bt AREENE ZEMFIE

KRB -+ ZA=+—H EBNHEQR
M8 5 & RIEL13,662,0008 0 (ZE 2%
F 1 TH) B AREENE ZRCHRIE

FE —RIREMRIA

BE_S-_—FR-ZF-TF+-/A=+—H
LFEE AEREERFTHEAERTIXERE
AE (THEESIHE) > ARFEMRINAR
2EEALR TARABRRREEAL) 2
HETHEREE ARSHEETHERIERD
REMMETHERE IR EER-

=it

DA ERERINEEBMINZERIIEZE

currencies other than functional currencies of the relevant group EEESREMBEMRIBEHIIOT -
entities are set out below:
2021 2020
—E—F ZEEF
HK$'000 HK$'000
FHET FHET
usD ES 17,508 21,193
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

22. DEFERRED INCOME EFEUWA
2021 2020
—EZ—% TECEE
HK$'000 HK$'000
FET FET
Government grants received 5B IEPTRE 2
in respect of: YT 2 B
Development of new products and B ERUKREE KRB
plant and equipment (note (a) below)  (FX/tat(a)) 54,941 40,414
Construction of factory on existing RIRE T HEERE
lands (note (b) below) (FXHtzEDb)) 17,928 24,236
72,869 64,650
Less: Amounts to be recognised in B RERIBRAER 2B
profit or loss in the
following year (22,741) (15,355)
Amount shown under non-current ERBBEE TR LR
liabilities 50,128 49,295
Notes: =3

(a)  Development of new products and plant and equipment

The Group has undertaken certain research and development
projects. During the year ended 31 December 2021, a total amount
of HK$43,054,000 (2019: HK$26,051,000) was released to profit or
loss in relation to part of the subsidy of research and development
expenses incurred on the development of certain new products and
plant and equipment.

(b)  Construction of factory on existing lands
During the year, an amount of HK$805,000 (2020: HK$752,000)

in respect of the release of government grant for construction of
factory on existing lands of the Group was credited to profit or loss.

AKM Industrial Company Limited ZEFEZARAT

BRI B8 R E SR KRR B WA e sk A

AEECDABEETHEBE - BE T - —F

+ZA=+—HILEFE  %%43,054,0008 T
== —HE :26,051,000870) WAEEEEDH

BEBR HEDRMBEETHERKREEU
EREFREENBOMERL 2MERM-

RIEE L FEERRE

FRNBRERNAERREL M LERKRE

B BT 2 BE805,0008 7T (ZZT ZZ 4 1 752,000
#7T) Bt Ao
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

23. BANK BORROWINGS 23. IR1TEE
2021 2020
T —F —ZTTEF
HK$'000 HK$'000
FHT FET
Bank Loans — Secured IRITEMR—FBIRHE 283,105 183,215
Analysed as: DA
- Current - 210,741 144,236
- Non-current —3EmE 72,364 38,979
283,105 183,215
The carrying amounts of the above it ERRBVEREE
loans are repayable (based on (REEERHEPAE S
scheduled repayment dates set out ERER) EE
in the loan agreements):
— Within one year ——FR 210,741 144,236
— Within a period of more than one —BE—FEfrBEmE
year but not exceeding two years 13,911 29,936
— Within a period of more than two —BEMEETBIEASF
years but not exceeding five years - 9,043
— Over five years —hAFEUE 58,453 -
283,105 183,215
Less: Amount due within one year B REBaEE T
shown under current liabilities R—FERNEEZ %8 (210,741) (144,236)
Amount shown under EREBBEE AR EEE
non-current liabilities 72,364 38,979
As at 31 December 2021, bank loans amounting to B —F+"HB=+—H &8
approximately HK$41,171,000 (2020: HK$183,215,000) WBA1,171,0008 T (2B ZFHF .
were secured by charges over buildings and bank deposits 183,215,000/ 70) WIRTTERUAER 2
of the Group (note 29). BF RIRTERIERER (HI5E29) o
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For the year ended 31 December 2021

23.

24,

RGBSR B

BANK BORROWINGS (Cont’d)

As at 31 December 2021, the Group's bank borrowings
amounted to approximately HK$201,353,000 and
HK$81,752,000 bear at effective fixed interest rates at
0.71% to 4.30% p.a. and at variable interest rates at
London Interbank Offered Rate (“LIBRO") plus 0.25%
to 2.00% p.a. (i.,e. 0.75% to 2.09% p.a.), respectively
(2021: bank borrowings amounted to HK$183,215,000
at effective variable interest rates at Hong Kong Interbank
Offered Rate (“HKBRO") plus 1.5% (i.e. 2.00% to 4.25%

p.a.).

The Group’s bank borrowings that are denominated in
currencies other than functional currencies of the relevant
group entities are set out below:

ECE A= —HIFE

23. R1TfEE (&)

N_E-_—F+-_HBA=+—H &&
HIRTTEEE%A%201,353,000%
81,752,000 75 PRt EABREEF
EAFF071%EL30% > EHIRITRE
#FE (MEBERTTREREL) BNEeF
0.25%%2.00% (BMEF0.75%%2.09%)
REFAR (CBE-—F BITEELE
#3183,215,000/8 70> UEEBRITEERS
(TEBRITEIZEREL BMN1.5% BIE
F2.00%E4.25%) NERFBFIZEET R o

LA ERBRINEGR UIN 2GS
BExAEEEZ REMENRRERTL
T

2021 2020
—EZ—%F === 5
HK$'000 HK$'000
FET TFET
usD E7T 200,190 135,685
SHARE CAPITAL 24. |7
Number of Share
ordinary shares capital
RS EE 5t
HK$'000
FET
Issued and fully paid: BRITREE
At 31 December 2020 and RZE_ZEF+_5
at 31 December 2021 =+—HERZ-ZE-—
+-B=+—H 1,538,237,500 921,553

AKM Industrial Company Limited ZEFEZARAT
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25.

CREE T E L

For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

DEFERRED TAX LIABILITIES

The following deferred tax liabilities arise from the
temporary difference associated with the undistributed

M AREDEMNE RS 2R B @ F
Bz EREEMELEZRERBESR

profits of the PRC subsidiaries and movement thereon RERAFEERBEFFEZHREES !
during current and prior years:
HK$'000
FET
At 1 January 2020 N_ZT_ZF—H—H 11,455
Charged to profit or loss (note 9) Bi8m RNk (7a29) 1,530
Currency realignment (S 823
At 31 December 2020 and 1 January 2021 NZ_ZE2TEF+"HA=1+—HK
2 —F—RA—H 13,808
Charged to profit or loss (note 9) Bi8m R0k (B529) 1,303
Currency realignment EsRE 631
At 31 December 2021 R_E_—F+"H=+—H 15,742
At the end of the reporting period, the Group REREHAFR AEEHREHREEHIEEMA

has deductible temporary differences in respect of
accumulated provision for allowance for credit losses and
accumulated allowance for inventories of approximately
HK$6,598,000 (2020: HK$2,321,000) and HK$23,631,000
(2020: HK$21,125,000),
asset has been recognised in relation to such deductible

respectively. No deferred tax

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$86,656,000 (2020:
HK$248,000,000) available for offset against future
taxable profits. No deferred tax asset has been recognised
due to the unpredictability of future taxable profit streams.
The unrecognised tax losses arising from subsidiaries
operated in the PRC of approximately HK$86,656,000
(2020: HK$238,080,000) will expire from 2021 to 2023.
Other tax losses arising from group companies in Hong
Kong may be carried forward indefinitely.

2R BERE ‘“Z?%ﬂéﬂ%*ﬁ%ﬁZT
?D BB Z B8 B£96,598,00078 7T (=
TEE 12,321,000 7T) 23,631 ooo%m
(—i T4E 121,125,000 70) c AR A
BIAETER] TB B 2R B A T 31 R ER B = 58
(R ILE 3 4% 5 52 55 1) 30 L B BT = BB R SR IR
IEFRIBE E ©

REIER > NEBEER 0] K48 R R FER
a2 R 8) B IEF5184986,656,0007%8

7T (CZ - Z 4 1 248,000,000 7T) AL
IR 2R E ER AR i A 2 R R BT TR A U T A
HRIEERBEE RHEEZS ZHEB A
BB KRN IER5184786,656,0008 7T

— & T4 238,080,000 R =
T FEIZC=FIH-EEQBENE
%EizﬁﬁﬂmﬁﬁﬂaT%mBEHH“:@%o
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25.

26.

kRO R R R MY AR

DEFERRED TAX LIABILITIES (Cont’d)

Under the EIT Law of PRC, withholding tax is imposed
on dividends declared in respect of profits earned by
PRC subsidiaries from 1 January 2008 onwards. Deferred
taxation has been provided for in the consolidated
financial statements in respect of temporary differences

BE_E_—F+ _A=+—HIFE

IREMRIE (B)

RIBFECEMEREI AT NE—
B—BENFEKE A B FTEE A
FREIRE R S EBMATEINR - RIR a5
RERPRPERB AR Rt RFTESE
BB B E5849160,049,00058 5 (ZE

attributable to accumulated profits of the PRC subsidiaries T [ 154,837,00058 7T) F H 45 ST AR T8 £
amount to approximately HK$160,049,000 (2020: fHo
HK$154,837,000).
FINANCIAL INSTRUMENTS 26. T H
Categories of financial instruments SR T AER
2021 2020
—E—F —ETE
HK$'000 HK$'000
FHAT FET
Financial assets EMEE
Financial assets at amortised cost BEBENASTEr EREE 1,040,643 850,741
Equity instruments designated EE R A TEST AHM
at FVTOCI tEHRmZERTA 390,354 371,435
Financial liabilities Ed )N
Amortised cost SN 1,186,592 845,399
Financial risk management objectives MERMEEER

The financial instruments are fundamental to the Group’s
daily operations. The Group’s major financial instruments
trade
bank
balances and cash, trade and other payables, amounts due

include equity instruments designated at FVTOCI,
and other receivables, pledged bank deposits,
from (to) associates, lease liabilities and bank borrowings.
Details of these financial instruments are disclosed in the
respective notes. The risks associated with these 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.

AKM Industrial Company Limited ZEFEZARAT

THITANAEEZAEEEGRER-
AEBZIEcMTIAGEEEARA
FEFAEMEZERaZEmZ TR B5
R EAEWRIE  ERRRITERRI1T
%ﬁ%&fﬁ/\\%%&ﬁf’m}%ﬁ%’ﬂlﬁ\Eﬁtlﬂz
(ﬁ) BMEATMBE -HEBBKRIRTE

R FE %milﬁzuil A B MY 5

"FK%W'JE@EZ%&IEEE%ZH%
EZQD{W:MEEDE—#J—LB ZHR-BEEE
REEzFRR ’L,(Eﬁﬁ&ﬁﬁﬁxﬁliﬁ&ﬁi
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26.

CREE T E L

For the year ended 31 December 2021

FINANCIAL INSTRUMENTS (Cont’d)
Financial risk management objectives (Cont’d)
Market risk

Foreign currency risk management

Certain trade and other receivables, trade and other
payables, bank borrowings, bank balances and cash, sales
and purchases 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
denominated monetary assets and monetary liabilities at
the reporting date are as follows:

BE_E_—F+ _A=+—HIFE

26. T H (&)

MBRREEBR (&

15 B

SRR E

REBZETESREMBRRIE B5
REMELGREBE RITEE RITEHRK
HWEURBERRBLUET FEREB
FREREBEZINEER stE  FXEH
RIS B B o AN & B R F B & R
TEHHPEERR AT EEEEEEIN
R e E R E R E AIMNE
B o

RREEH AEBLUMNESHEZERE
EREBaEZREEBENT

Liabilities Assets
afE BE
2021 2020 2021 2020
—& " FF ZFBI-& _E_FTF
HK$'000 HK$'000 HK$'000 HK$'000
TET FTHET TERT FiET
usb ETT 217,698 156,878 62,954 28,255
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26.

kRO R R R MY AR

FINANCIAL INSTRUMENTS (Cont’d)
Financial risk management objectives (Cont’d)
Market risk (Cont’d)

Foreign currency sensitivity

The following table details the Group's sensitivity to a
5% (2020: 5%) increase and decrease in RMB against
US$5% (2020: 5%) represents management’s assessment
of the reasonably possible change in foreign exchange
rates. The sensitivity analysis includes only outstanding
foreign currency denominated monetary items and adjusts
their translation at the end of the reporting period for
a 5% (2020: 5%) change in foreign currency rates.
The sensitivity analysis represents the trade and other
receivables, trade and other payables, bank borrowings,
and bank balances and cash where the denomination are
in US$, the major foreign currency risks. A positive number
indicates an increase in post-profit for the year where
RMB weakens against US$. For a 5% strengthens of RMB
against US$, there would be an equal and opposite impact
on the post-tax profit for the year, and the balances below
would be negative.

BE_E_—F+ _A=+—HIFE

26. R T H (&)

MBRREEBR (&

mE AR (&)

ISR

TRAMAEEHARKRETHER
BE% (CEZBF 5%) 2HRE 5%
TEIERF 5%) RMEEBHIMNEE
KOG B2 2T h - BRHEDTE
BiEHKBEZUINESHEZEKIES
WHREHRINERMRIMEER 5% (Z
TTEF I 5%) BEEHARE - WUET
(FEHERR )aﬂé BRHEDMARER
B REMEUWRIE B 5 KEMEATR
IE\ﬁEﬁ%%Lﬂi’zﬁEﬁmﬁ%&Iﬁfﬁoﬂ‘éﬁ/\
RERETEE EHNRTEERRE
AN BN ARBRETFEY &
HEAKRKRBENE—EREZHEARE

Decrease in post-tax profit for the year: Z~F ERMREHEFH D :

usD ETT
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26.

CREE T E L

For the year ended 31 December 2021

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 fixed-rate pledged bank deposits (see note 19)
and lease liabilities (see note 14).

The Group is also exposed to cash flow interest rate
risk in relation to bank balances (see note 20) and bank
borrowings (see note 23). The Group currently does
not have an interest rate hedging policy. However, the
management monitors interest rate exposure and will
consider other necessary action when significant interest
rate exposure is anticipated. The Group’s cash flow
interest rate risk is mainly concentrated on the fluctuation
of LIBRO and HIBOR (2020: HIBOR) arising from bank
borrowings.

Sensitivity analysis

The sensitivity analyses below have been determined
based on the exposure to interest rates for non-derivative
instruments at the end of the reporting period. The
analysis is prepared assuming the financial instruments
outstanding at the end of the each reporting period
were outstanding for the whole year. A 50 basis points
(2020: 50 basis points) 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.

BE_E_—F+ _A=+—HIFE

26. T H (&)

MBRREEBR (&

Hi5 g ()

FIER R EE

AEERTENESBEMBTER (R
F19) REE &R (s 14) 2 A FEFX
BB o

AERTEEIRTERR (RINEE20) KR
TEE (RIMEE23) 2 RERFIXER A&
EERFIWEMN XK DR AT B
BEZRAMNEXRRE WRREALBIREKRT
KEBFERBEMBETE - AEBAVER
TRMERER TBERRRTEEESE
NmBMBBTRAERFESREBRITE
EIFE CEIZFE HAROTEERL)
BE

RE DA

TXHHREDHDBERIFTELAR
RERAROAXERET - BRI HR
BNEREPARNAKREESTHMITENE
BEEHIREEMRH -SOEERER (TF
“ZF I S0EER) N EAHTESAE
ZEBEASRE 2K RERRRA I
REREEBHNRGENELEHRIFE-
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

26. FINANCIAL INSTRUMENTS (Cont’d) 26. Ef TR (48)
Financial risk management objectives (Cont’d) BERAKREERE (&
Market risk (Cont'd) mEEE ()
Interest rate risk management (Cont'd) FFE e E1E (48)
Sensitivity analysis (Cont’d) BREDT (&
If interest rates had been 50 basis points (2020: 50 basis MWAZKLEF / TFHRSOERE (CE-E
points) higher/lower and all other variables were held o IS0EEE)  MmEMABEESHEZTR
constant, the Group’s post-tax profit would decrease/ B REBMMBRREBHEFF RGN
increase by approximately HK$3,474,000 (2020: post-tax 3,474,000 7T (ZEZEF | RREBET
profit decrease/increase by approximately HK$8,886,000). b 1B N1498,886,000%7T) o ILTh £ E
This is mainly attributable to the Group’s exposure to HRAEEEmE T SRITEENFE-

interest rates on its variable-rate bank borrowings.

A fundamental reform of major interest rate benchmarks PIREHFTEF TR EETRAGES
is being undertaken globally, including the replacement of BEMBASRER M ZEAE TIRT
some interbank offered rates (“IBORs”) with alternative FEZEFE (MRITRIZEFREL) o FITEEEXR
nearly risk-free rates. Details of the impacts on the SHARTNEREEHR  ZE KE
Group’s risk management strategy arising from the MR EEENA S RIER ZF 1B #7
interest rate benchmark reform and the progress towards RAMEIFEREERE —Ho

implementation of alternative benchmark interest rates
are set out under “interest rate benchmark reform” in this
note.

AKM Industrial Company Limited ZEFEZARAT
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26.

CREE T E L

For the year ended 31 December 2021

FINANCIAL INSTRUMENTS (Cont’d)
Financial risk management objectives (Cont’d)
Credit risk and impairment assessment

The Group’s maximum exposure to credit risk which
will cause a financial loss to the Group due to failure to
discharge an obligation by the counterparties is arising
from the carrying amount of the respective recognised
financial assets as stated in the consolidated statement of
financial position of the Group.

The Group’s credit risk is primarily attributable to its
trade receivables. In order to minimise the credit risk,
the management of the Group has delegated a team
responsible for determination of credit limits and credit
approvals. Before accepting any new customer, the
Group uses an internal credit scoring system to assess
the potential customer’s credit quality and defines credit
limits by customer. Limits and scoring attributed to
customers are reviewed once a year. Other monitoring
procedures are in place to ensure that follow-up action
is taken to recover overdue debts. In addition, the Group
performs impairment assessment under ECL model
upon application of HKFRS 9 on each individually for
debtors with significant balances and collectively for
others. The provision rates applied is estimated using the
historical observed default rates of the debtors taking
into consideration forward-looking information that is
reasonably and supportably available without undue costs
or effort. At the end of each of the reporting period, these
historical loss rates are reassessed and updated if required
after considering the forward-looking information then
available to the directors of the Company. In this regard,
the directors of the Company consider that the Group's
credit risk is significantly reduced.

BE_E_—F+ _A=+—HIFE

26. T H (&)

MBRREEBR (&

15 B /@ 2 R B 18 57 1

AEERBFOREBTEETIREER
WY BBEMAENESEERRASS
BExRMEENATERFEGM BRI ERMR
HESDRVEREME ©

AEENEERBREEZREEZBIR
He-nBEREEERAR A&EEEEE
FEGSEEEEEERBRETEES
MoERMEMMELZA AEETE
BRABEEFDRRALEEERZE
BEExX IBERFPAIEEZEERE-
ERNEERNADSESFETER -F&E
[ 75 A H {th 12 Fe 5 {7 £% X IR 2 15 i LAUR
EEBEH LI ZERBBAE BB
REEAFIRBRERMEEHHREE
MERIRERGEHENEBAETHIL
AL MEAMEFANTEHETRE
BETE - PRIE ARV AR T £ AR
WELBERBNXETHS ETEZRE
BRBEZMUAXENANETRENEER
BEEBEXFHNAEEER - &R EH
K HEEREREIRBDEFIERIATRE
MENERESERE SEMTGREN
ZEELBOXR -BULME  AATESR
BorEREZERRBRERETF
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26.

kRO R R R MY AR

FINANCIAL INSTRUMENTS (Cont’d)
Financial risk management objectives (Cont’d)
Credit risk and impairment assessment (Cont’d)

The Group’s concentration of credit risk by geographical
locations is mainly in the PRC, which accounted for
88% (2020: 90%) of the total trade receivables as at 31
December 2021.

The Group has concentration of credit risk as 12% (2020:
15%) and 35% (2020: 68%) of the total trade receivables
was due from the Group's largest customer and the five
largest customers respectively within the circuit boards and
components business segment.

The credit risks on bank balances are limited because the
counterparties are banks with high credit ratings assigned
by international credit-rating agencies.

Other than the concentration of credit risk on liquid
funds which are deposited with several banks with good
reputation and high credit ratings, the Group does not
have any other significant concentration of credit risk, with
exposure spread over a number of counterparties.

The Group has considered that credit risk on other
receivables, amounts due from associates pledged bank
deposits and bank balances has not increased significantly
since initial recognition and has assessed the expect
credit loss rate under 12m ECL method based on the
Group's assessment in the risk of default of the respective
counterparties.

AKM Industrial Company Limited ZEFEZARAT

BE_E_—F+ _A=+—HIFE

26. R T H (&)

MBRREEBR (&

15 B /m 52 R B 1B 5T 1S (HE

AEBBRHMBEE OMNEDREERAKRETE
EHEC R B2 —F+ZA=+—
HHE ZERKIEEEENGS% (T2
F190%) o

MR BRIRREFEFDBABKRASE
EERAZEFRIREFNE S EBWRIE

DAMEERBENI2% (ZE_ZF
15%) &%35% (ZZ_F4F 1 68%) » tHA
SEBEEPEERR-

RTEGHNEERRAR RAERXZH
FLEBEBREEFTREEAL TFTSEEFT
Rz IRIT

BERRZHBERF REASEEN
ROIRTH RS ESTHEAETEERR
Sy AEBTLEEMNEMEAETEER
b2 BRAERE DR ZEE F 5 -

REBED B EMBEURIE - B E Q]
MIE BIEFRITERRBITEGNEES
BB ERUELEAE LA LB
RIEAEBEHBEREEFHEORBBT
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

26. FINANCIAL INSTRUMENTS (Cont’d) 26. ERT A (&)

Financial risk management objectives (Cont’d)

Credit risk and impairment assessment (Cont’d)

The Group considers the probability of default upon
initial recognition of asset and whether there has been
a significant increase in credit risk on an ongoing basis
throughout the reporting period. To assess whether there
is a significant increase in credit risk the Group compares
the risk of a default occurring on the asset as at the

MBRREEBR (&

15 B /m 2 R B 1E 5T 1S (4

AEBRVNIEIEEREZRENLR
UERREZEERSHEFESEEERR
RELA - HFBEERARESREL

o AERRRREAMPEELLEND
JRVRz B4 2 b 50 B HARYIE A9 B R 1R EL 8
ETEERAGEXFTUNRIBEEER-

reporting date with the risk of default as at the date of REBENERESMARNBEETHR LH
initial recognition. It considers available reasonable and EEMALUTIERE .

supportive forwarding-looking information. Especially the

following indicators are incorporated:

e Internal credit rating o AWEEFTR

e External credit rating o HINEREEITAR

e Actual or expected significant adverse change in o EB MBHLHMNRRT BENTER

EATHES BHREREBAE
THEFZENREERESH

business, financial or economic conditions that are
expected to cause a significant change to the debtor’s
ability to meet its obligations

EHAREEE T BERERE A
R B

e Actual or expected significant changes in the o
operating results of the debtor
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

26. FINANCIAL INSTRUMENTS (Cont’d) 26. Ef TR (48)
Financial risk management objectives (Cont’d) MERREEBE (&
Credit risk and impairment assessment (Cont’d) EERERBEFE (&
The Group’s internal credit risk grading assessment REBNAEEERRETRTHETEU
comprises the following categories: T4ER
Internal Trade Other
credit rating Description receivables financial assets
mERE E TR i g5 EWRIE HittEREE
Low risk The counterparty has a low risk of default and does not  Lifetime ECL - 12-month ECL
have any past-due amounts not credit-impaired
HER RBHFENRRE L EREFAANE FEBEHEERE- 12ERRBEERE
EEERE
Watch list Debtor frequently repays after due dates but usually settle Lifetime ECL - 12-month ECL
after due date not credit-impaired
BEE BEALBRIBERET BEENIBEEEER FEBEBEERE- 12ERRBEERRE
mESME
Doubtful There have been significant increases in credit risk since  Lifetime ECL - Lifetime ECL -
initial recognition through information developed not credit-impaired not credit-impaired
internally or external resources
5% Bt AR AT BB IR E KI5 HEED FENRBEERE- FAPESREERE-
LR EERREEEM EBEERE mEERE
Loss There is evidence indicating the asset is credit-impaired Lifetime ECL - Lifetime ECL -
credit-impaired credit-impaired
B BENRRABELREERNE FROBHEERE- ZEPBBRNEERE-
EERE E&RE
Write-off There is evidence indicating that the debtor is in severe  Amount is written off ~ Amount is written off

financial difficulty and the Group has no realistic
prospect of recovery

1238 ENSRBPEHABARENNFERE A& E TR R ZIE HRBRZE
W EIFIBR % RSt
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

26. FINANCIAL INSTRUMENTS (Cont’d) 26. €T A (&)
Financial risk management objectives (Cont’d) HEAKREIEEE &)
Credit risk and impairment assessment (Cont’d) EERERBEFE (&
The table below details the credit risk exposures of TRFIAEEEEZRIAEEBIET
the Group's financial assets, which are subject to ECL THEREENEERR
assessment:
2021 2020
¥ IZFZF
Gross Gross
Internal credit carrying carrying
Notes rating 12-month or lifetime ECL amount amount
12 A HEFEH
e WEEETSR FEHEESE fREREE RERE(E
HK$'000 HK$'000
FERT FET
Financial assets at
amortised cost
REHRAHEZEMEE
Trade receivables 18  Notes (a) & (b)  Lifetime ECL - not credit-impaired 910,021 701,387
below
B HEWHIE Hret(a) & (b) FREIPBREESRR
—-REGHE
Other receivables 18  Low risk 12-month ECL 14,945 19,454
HAEWMIE HE R ERRREESE
Pledged bank deposits 19 Low risk 12-month ECL 2,367 2,368
BIERIRITER HakE ERBREESR
Bank balances and cash 20  Llow risk 12-month ECL 119,908 129,853
RITHR R RIRE e 12BRBEEERE
Notes: baE -
(a)  Asat 31 December 2021 the gross amount of trade receivable arising (@ RIZEZ—HF+-A=+—H AEFREHNE
from contract with customers amount to HK$910,021,000 (2020: EWE S EWRIBAREEA910,021,0008 7T (2
HK$701,387,000) (excluding allowance for credit losses). T T 701,387,000 7T) (EEEERER

4h) o
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For the year ended 31 December 2021 B E —F_-—F+_H=+—HILFE

26. FINANCIAL INSTRUMENTS (Cont’d)

Financial risk management objectives (Cont’d)

Credit risk and impairment assessment (Cont’d)

Notes. (Cont’d)

(b)

For trade receivables, the Group has applied the simplified approach
in HKFRS 9 to measure the loss allowance at lifetime ECL. The Group
determines the expected credit losses for individually significant trade
debtors and collectively for others.

The following table shows the movement in lifetime ECL that has
been recognised for trade receivables under the simplified approach.

26. ®Ft T H (&)

HERAKRSERE (&

=B E R IREFE (F

Kt . (&

(b) MESZERFEMS SEBERSEHHR
EERAFIFMREE AL UEFEEHEHREEEH
B EFREEF AEBHEAEZEKREIE
B EEEPEERE mMEMEBWREIEASE

BERETE o

T%EEE‘WFE})%%%E&?K%%T,\EHHEEH%TD
SR E EE/WE FEWGR IR FE SR I A A

TEEAE BB E
Lifetime ECL
not credit-
impaired
S HBEEATER
EEEE—
FEELESZIE
HK$'000
FHET
As at 1 January 2020 RZZ2ZZ2H—HF—H 520
Increase in allowance BEIG 2,045
Exchange adjustments PE AR (244)
As at 31 December 2020 and 1 January 2021 R ZE - ZHE+_/A=+—HARK_ZE_—5—F—H 2,321
Increase in allowance BEE 3,759
Exchange adjustments PE R eR R 518

As at 31 December 2021 RZE2Z—&F+-"A=+—H 6,598

For the purposes of internal credit risk management, the Group
has applied HKFRS 9 to measure the loss allowance at 12m ECL as
there is no significant increase in credit risk since initial recognition.
The Group determines ECL for other receivables, amounts due
from associates, pledged bank deposits and bank balances by
assessment of probability of default. During the year ended 31
December 2021 and 2020, in view of the nature of these balances,
historical settlement record and good reputations of the banks, the
Group considers the provision of impairment allowance for other
receivables, amount due from associates, pledged bank deposits and
bank balances is insignificant.

There has been no change in the estimation techniques or significant
assumptions made during the current reporting period.

AKM Industrial Company Limited ZEFEZARAT
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BURLEAE LA ZEBERBEEBMF
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BEE REBRZBTHBORXEEHME
WORR IR ~ FE U & A B RUR S BIRIRIRITFE IR
WITHEGNFRREEBRE - RBE_2-_—F
R_B-ZBE+_A=+—HLEFE ENZ
EHEBNTE BREENSHEKRTHREE
B AEED A EMBURIE  BIRFIRITE
RERRTHEFRERBFENERELAELR

(o) AR E IR M BRI S 0 E AR
Rt -



185

Notes to the Consolidated Financial Statements

wm B B TS R R MY R

For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

26. FINANCIAL INSTRUMENTS (Cont’d) 26. ERT A (&)

Financial risk management objectives (Cont’d)

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.

Liquidity tables

The following table details the Group's remaining
contractual maturity for its non-derivative financial
liabilities. The table has been drawn up based on the
undiscounted cash flows of financial liabilities based on
the earliest date on which the Group can be required to
pay. The maturity dates for other non-derivative financial
liabilities are based on the agreed repayment dates.

MBRREEBR (&

BB = BB

RBETRRIEFAERRETEERE
THEHETHERZRAR ~EBEER
HETABZRBREERREERAR
RESNIMRKENHRAEETAR.

ARBETAREEFE ~EEGEE
REFEEEIRTEZRERRESF
BEEEKF - RMAEEREERTES
RAEReRERIZTE -BEENTS
ERTEEZHARERETERZL

RBEEL K

—F?‘:Zﬁﬁtzl-‘%.aﬂﬂffﬂg'f%ZEﬁ—F
FEHBER - 2R RBEAEBANRZ
EFHRZzZEMERZRATRRERE
R HMIETTESMEENIHALR
BRMENERBHRETE -
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

26. FINANCIAL INSTRUMENTS (Cont’d) 26. M TR (@)
Financial risk management objectives (Cont’d) MERMEEER (&
Liquidity risk (Cont'd) TEEZ R (B)
Liquidity tables (Cont’d) B EZ X ()
The table includes both interest and principal cash flows. TREFEMELASZHERE MWL
To the extent that interest flows are floating rate, the MEATI}EE A RMREHERENIK
undiscounted amount is derived from interest rate at the EHRZFRAEFH -

end of the reporting period.

On demand Total Total
and less undiscounted carrying
than 1 year 1-2 years 2-5years Over5years  cash flows amount
BEX
ROR FRRRE

k3 1525 2E5E SENE RERE REAE
HK$ 000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000
TET TATL TAL TER TATL TAL

At 31 December 2021 RZE--F+-RA=+-H
Non-derivative financial liabilities: EES sl
- Trade and other payables -EFREMEMNTE 903,487 - - - 903,487 903,487
- Bank borrowings —-$f7EE 215,348 16,164 6,256 68,180 305,948 283,105
1,118,835 16,164 6,256 68,180 1,209,435 1,186,592
Lease liabilities HEaE 2,246 1,636 530 - 4412 4126
At 31 December 2020 RZEZZF+-A=+-AH
Non-derivative financial liabilities: FirssnaR
- Trade and other payables -BEREMELTE 662,184 - - - 662,184 662,184
- Bank borrowings —-Ri7EE 144,236 31,433 9,495 - 185,164 183,215
806,420 31,433 9,495 - 847,348 845,399
Lease liabilities nEak 2,112 2,234 1,980 = 6,326 5,218

AKM Industrial Company Limited ZEFEZARAT



Notes to the Consolidated Financial Statements

wm B B TS R R MY R

For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

26. FINANCIAL INSTRUMENTS (Cont’d)
Financial risk management objectives (Cont’d)
Interest rate benchmark reform

As listed in note 23, certain the Group’s LIBOR/HIBOR bank
borrowings may be subject to the interest rate benchmark
reform. The Group is closely monitoring the market and
managing the transition to new benchmark interest rates,
including announcements made by the relevant IBOR
regulators.

LIBOR

The UK Financial Conduct Authority has confirmed all
LIBOR settings will either cease to be provided by any
administrator or no longer be representative:

e immediately after 31 December 2021, in the case
of all sterling, euro, Swiss franc and Japanese yen
settings, and the 1-week and 2-month US dollar
settings; and

. immediately after 30 June 2023, in the case of the
remaining US dollar settings.

26. T H (&)

MBRREEBR (&

FIEBENE

AN SE23PR 8> AEEBYE TR HIRIT
AEFE EBRTEERLBRITEES
ARANRBENEFE -AEBIERYER
RHERERBEEMEENKNER
BEERERTRXFEEEHB L

H
NS

1 2R TTIEIE #r &

REETMTAEERED FIABEKS
%KT%%W RIERHEFTBE RBIRTE
ENERE AZREFTBER/NARK:

« RIBZ—HE+-A=+—B%EH
B £ 34 G P RO 358 ~ BT ~ Bt
SR laﬁﬁ? W RN 2B R2MEA
SESTEY I

. RIE_=FB=1THEFEN
(BEREBRBNETRT) ©
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

26. FINANCIAL INSTRUMENTS (Cont’d) 26. M TR (@)
Fair value measurements of financial instruments EMITANAFESE
The Group's equity investments are measured at fair value REBPIRAKLENRSHRERRE AT
at the end of each reporting period. The following table Bot2 TRITUAEEREKEZR
gives information about how the fair values of these equity FE (CERMER ERFTAEE) o

investments are determined (in particular, the valuation
technique and input used).

Fair value of the Group’s financial assets that are BRESMBEEURTFEFAENETETE
measured at fair value on a recurring basis HEELTFE

Relationship of
key inputs and

Fair value  Valuation technique(s)  Significant significant unobservable
Fair value as at hierarchy and key input(s) unobservable input inputs to fair value
TEBAUER
EXTHERBAYE
RUTRBENATE ATEER AERNRIZGANE EXTUOZHAEE HAATEZRG
2021 2020
ZEI-E CZEIE%
HK$'000 HK$'000
FAT TEr
Unlisted equity instruments 390,534 371,435 Level 3 Market approach: Discount for lack of The higher discount for
designated at FVTOCI A3 estimated net profits marketability 29.80% lack of marketability, the
EEARATEA with main multiple (2020:25.60%-29.80%),  lower the fair value.
Ht2EW @5 LD being Price-to- determined with RzmAERBETELS
BRATA Earnings multiples of reference to the share  ATERE o
comparable companies  price of listed entities in
and a discounted similar industry
rate for lack of SREMNTELIMER
marketability ZREBEETHRZ TS
miEmE  EEENE E REEZIR29.80%
ERYNHUELRAE (CEIRF 1 2060%E
WHREEHMGBZE  29.80%)
BERTEE
There were no transfers between Level 1, 2 and 3 during RAEERN RAI4RBI2 R A3 2 B
the year. mE o

AKM Industrial Company Limited ZEFEZARAT
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For the year ended 31 December 2021

26. FINANCIAL INSTRUMENTS (Cont’d)

Fair value measurements of financial instruments

(Cont’d)

Fair value of the Group’s financial assets that are

#HE

= — 5

T =

— A SO

26. T H (&)

measured at fair value on a recurring basis (Cont’d) HEELTE (&)
Reconciliation of Level 3 fair value measurements of IR B A

financial assets on recurring basis:

BEstEZHK:

THIANAFESE (&

BEEMBEUL FEFEHNEEAE

HEMEEETHEIRAT

Financial assets

at FVTOCI
BAFETA
Hit2mk=
ZERMEE
HK$'000
FET
As at 1 January 2020 M_E_FF—HF—H 25,808
Purchased of equity instrument BEIETARAFESIAREMEE
designated at FVTOCI W iEm TH 303,678
Fair value change recognised in OCI REM2ENEESZ QAT EES 21,912
Currency realignment B RE 20,037
As at 31 December 2020 and 1 January 2021 N _ECEF+_A=+—HK
el 371,435
Fair value change recognised in OCI REM2EREES 2 AT EES 8,195
Currency realignment EikaAE 10,904
As at 31 December 2021 A B2 —F+ZHA=+—H

390,534
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For the year ended 31 December 2021

27.

RGBSR B

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 shareholders 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 and reserves.

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.

AKM Industrial Company Limited ZEFEZARAT
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

28. RECONCILIATION OF LIABILITIES ARISING 28. B EHFTEA BB ZHER
FROM FINANCING ACTIVITIES

The table below details changes in the Group's liabilities TRFIEAEERETTMESLFERZ
arising from financing activities, including both cash SE) (BIRRSE) MEIPELECS
changes. Liabilities arising from financing activities are BREAEAEEZGERERERN HIR
those for which cash flows were, or future cash flows will ERERINA (FEXRKRBESRETHT
be, classified in the Group's consolidated statement of ) RERMETBZIRERE

cash flows as cash flows from financing activities.

Lease Dividend

liabilities payable Borrowings Total
HEaR BEIRR &8 st

HK$'000  HK$'000 HK$'000 HK$'000
TET TET TEX TET

At 1 January 2020 W_EZZTF—F—H 4,593 - 39,358 43,951
New lease arrangements HBELH 2,299 - - 2,299
Financing cash flows, net MERENE R (2,252) (15,382) 127,327 109,693
Foreign exchange translation NI BT 46 - 6,296 6,342
Dividends declared (note 11) EEIRKRE (Brat11) - 15,382 - 15,382
Finance cost incurred EELRERAE 532 - 10,234 10,766
At 31 December 2020 and ATEBTEF
at 1 January 2021 +-B=4+—HEFK

2 —4%—F—H 5,218 - 183,215 188,433
New lease arrangements HHEZH 1,049 - - 1,049
Financing cash flows, net NERES NS R (2,599) (22,304) 81,293 56,390
Foreign exchange translation G iE R B 153 - 5,378 5,531
Dividends declared (note 117) BEIRKE (#at11) - 22,304 - 22,304
Finance cost incurred DELSRE 305 - 13,219 13,524
At 31 December 2021 B

+—-B=+—H 4,126 - 283,105 287,231

Annual Report 2021 T —FFR



192

Notes to the Consolidated Financial Statements
e BHmRRMEE

For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

29. PLEDGE OF ASSETS 29. EEIRR
At the end of the reporting period, certain bank deposits, REBERR > THETIRITEREF
buildings, right-of-use assets and trade receivables were FRAEEEREZRBKNIBE FIRHE  1E
pledged to secure the banking facilities granted to the RARAEBERBTEEZEROT

Group as follows:

2021 2020
—T-—F “BEF
HK$'000 HK$'000
FHET FHET
Bank deposits RITFER 2,367 2,368
Buildings BF 50,935 47,968
53,302 50,336
30. CAPITAL COMMITMENTS 30. BEAKIE
2021 2020
ZEZ—%F = == 5
HK$'000 HK$'000
FET FAE7T
Capital expenditure in respect of BEVME -BERREZ
acquisition of property, plant and BARSZ BRJNEXRRN
equipment which is contracted for REMBRRANES
but not provided in the consolidated
financial statements 210,978 98,947

AKM Industrial Company Limited ZEFEZARAT
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31.

CREE T E L

For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

RETIREMENT BENEFITS SCHEMES

The Group operates a Mandatory Provident Fund Scheme
(the "MPF Scheme”) for all qualifying employees in
Hong Kong. The retirement benefit scheme contributions
charged to consolidated statement of profit or loss and
other comprehensive income of approximately HK$10,000
(2020: HK$43,000) 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 approximately HK$21,324,000 (2020: HK$17,259,000).
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.

31. BRIKEFIEHE

AEBAFMBESBZAERERRIL
BEMABEEE (RESFE) N
EEmREMEEREEXATIEZZ R
BREEIMREAA10,00087 (ZEZE
£F 1 43,0008 70) > IhHAEBEZ G FRE
FETEIZHER MEEGEHARMER -

AEBTPENBLARAREZREBEATEH
BNEEZBEERAEBHEEZRE -
rEBERRKEMNAEZCHEZAE
FEALEEARMNE RiFaBRREM
2EWRERANTEZ ZBEERAKGEFFTE
A 221,324,0008 70 (Z T T4 ¢
17,259,000 70) ° REE PR REF] 5
B —BSEAREBEZTAEFHREZ
{ﬁ N

7R B R WL R AT A I 40 R 2R R
T Z R

Annual Report 2021 T —FFR

193



194

Notes to the Consolidated Financial Statements

ARG R B R AR MY R

For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

32. RESTRICTED STOCK INCENTIVE SCHEME

(a) Summary of the restricted stock incentive

scheme

The restricted stock incentive scheme (“the Scheme”)
of the Company was approved and adopted by the
Board of Directors on 13 December 2018, and was
duly passed by the independent shareholders by way
of poll at the extraordinary general meeting held on

31 January 2019.

(1) Purpose

The purpose of the Scheme is to further improve
corporate governance of the Group, retain and
motivate its participants of the Scheme (“Scheme
Participants”) to make contributions to the long-
term growth and profits of the Group with a
view to achieving the objectives of increasing
the value of the Group and to promote a
greater alignment of interests between the
Scheme Participants and the shareholders of the
Company.

(2) Scope of Scheme Participants

The Scheme Participants shall include the
executive director(s), members of the senior
management and management personnel who,
as determined by the Board of the Directors,
contribute directly to the overall business
performance and sustainable development of the
Company.

AKM Industrial Company Limited ZEFEZARAT
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

32. RESTRICTED STOCK INCENTIVE SCHEME
(Cont’d)

(a) Summary of the restricted stock incentive
scheme (Cont’d)

(3)

4)

(5)

Restricted Stock

Pursuant to the Scheme, the board of the
directors shall select the Scheme Participants and
determine the number of restricted stock to be
granted. The Company will appoint a trustee to
purchase the Shares from the secondary market
and a grant price shall be payable by the Scheme
Participants (the "Trust”).

Maximum Grant

The maximum total number of Shares comprised
in the restricted stock to be granted under the
Scheme shall not exceed 10% of the total issued
share capital of the Company as at the date of
approval of the Scheme at the extraordinary
general meeting of the Company (i.e. 31
January 2019). As of 31 January 2019, the
Company’s total number of issued Shares was
1,538,237,500 ordinary shares.

Duration of the Scheme

The Scheme shall be effective for a term of
10 years commenced from the adoption date
(i.e. 31 January 2019), unless early termination
is proposed by the board of directors and
approved by the shareholders of the Company.
Unless otherwise required, the restricted stock
granted before the termination of the Scheme
shall remain effective and could be unlocked
according to the terms of the Scheme.

32. IRAINEIR T8 (42

(a) PFR#IMERR

(3)

4)

(5)

RHBEEBE @)

IREIEARSE

REFE EFEREEHE 2
B3 WM TE R IR T B IR 1 M AR
RHEB - A RAREFERFEAE
“HRHEBERD  SHE2HEE
BEZNRTER (558 -

RFER

RIEH B IR T HRGEREFR
BROBROBREZBEE LR
BAREBBtEKEEAATRE
HRlAg#HEEZER BIZ2—AN
F—A=+—8) AQEBET
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—B=+—H AR BB #E Tk
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

32. RESTRICTED STOCK INCENTIVE SCHEME

(Cont’d)

(a) Summary of the restricted stock incentive

scheme (Cont’d)

(6) Determination of the Grant Price

The grant price of the restricted stock to be
granted to the Scheme Participants shall be
determined by the Board. The base date for
the determination of the grant price is the
grant date. The pricing basis of the grant price
shall not be set lower than the highest of the
following: (i) the closing price of the Shares as
quoted on the Stock Exchange on the grant
date; (ii) the average closing price of the Shares
as quoted on the Stock Exchange for the five
trading days immediately preceding the grant
date; and (iii) the average closing price of the
Shares in the 20 trading days, 60 trading days or
120 trading days immediately before the grant
date. The grant price shall be 50% of the pricing
basis and shall not be lower than the most recent
audited net asset per Share.

(7) Lock-up Period and Unlocking Period

In principle, the lock-up period (the “Lock-up
Period”) shall be for a period of not less than
two years commencing from the grant date,
during which the restricted stock granted to the
Scheme Participants shall be locked up and shall
not be transferred, used as guarantee or for
repayment of debts.

In principle, the unlocking period shall be for a
period of not less than three years commencing
from the expiry of the lock-up period. Eligible
restricted stock will be gradually unlocked during
the unlocking period.

AKM Industrial Company Limited ZEFEZARAT
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

32. RESTRICTED STOCK INCENTIVE SCHEME 32. RN EHENIGTE (&
(Cont’d)
(a) Summary of the restricted stock incentive (a) FRHIMEREZHMBIEHEIBME (&)

scheme (Cont’d)

(8) Initial Grant

)

Under the Initial Grant,

(8) BX#KEF

approximately an EFERETE  m84iztE| 2K
aggregate of 27,500,000 Restricted Stock will be

ERFH5T4927,500,000R% R

granted to 84 Scheme Participants. BPERRE -

Conditions for Unlocking the Initial Grant (9) BXIZFHIEHEIEHF
Conditions for Unlocking the Initial Grant are as BAETHMEERGUT
followings:

Unlocking Period Performance Assessment Target

i $H HA EEEZER

First Unlocking Period o
55 — {8 fg 85 AR

the return on equity ("ROE") for 2019 shall be not lower than 9%
and not lower than the 75 percentile of benchmarking enterprises;
“E-NEFFEERGEZE (TROE)) FENI% » EREREFEZE
753 i EKFE ;

based on the net profit attributable to the owner of the parent
company in 2017, the compound profit growth rate of the net
profit attributable to the owner of the parent company in 2019
shall be not lower than 20%, and not lower than 75 percentile of
benchmarking enterprises; and
UZZB—tERENSATHAANANGSEY —2—N55RE
REABER AWATESENIEREFTEN20%  BMERER
TS EKT ; K

based on the Company's operating income in 2017, the compound
revenue growth rate of business income in 2019 shall be not lower
than 20% and not lower than the 75 percentile of benchmarking
enterprises.

MUAERBR ZE—tFNREWAREY —E—NFEHBRADN
BEEWGHEEERRENR20%  BEREREREETSDAIEKTFE-
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

32. RESTRICTED STOCK INCENTIVE SCHEME 32. [REINER E BN (&
(Cont’d)
(a) Summary of the restricted stock incentive (a) FRHIMERGEZHMBEIETEIBME (&)

scheme (Cont’d)

(9) Conditions for Unlocking the Initial Grant (9) BEXIEFHIBEHEIZIE (B
(Cont’d)
Unlocking Period Performance Assessment Target
i S5 HR FEEZER

Second Unlocking Period e

55 — {8 AR SH AF

the ROE for 2020 shall be not lower than 10% and not lower than
the 75 percentile of benchmarking enterprises;

ZE T EFROEMEN10% B MEREZ B ETSHUBEKF ;

based on the net profit attributable to the owner of the parent
company in 2017, the compound profit growth rate of the net
profit attributable to the owner of the parent company in 2020
shall be not lower than 20%, and not lower than the 75 percentile
of benchmarking enterprises; and
UZZB—tERENSATHAANANSEY —2_2F5K8
INESYN 7%&%‘AE’J£@%U%‘ES?§%U1%ﬁ/TTEEE@ZO% BENERER
B2ETSDAIEKRTF ;

based on the Company's operating income in 2017, the compound
revenue growth rate of business income in 2020 shall be not
lower than 20% and not lower than the 75 percentile of the
benchmarking enterprises.

UHRABR ZE—EtENRERARER —Z_FEBKRAR
BEWmIEREERER20% B MEREIRRETSDAEKTFE-
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

32. RESTRICTED STOCK INCENTIVE SCHEME 32. RN EHENIGTE (&
(Cont’d)
(a) Summary of the restricted stock incentive (a) FRHIMEREZHMBIEHEIBME (&)

scheme (Cont’d)

(9) Conditions for Unlocking the Initial Grant

(Cont’d)

Unlocking Period
i S5 HR

(9) BXRBFHIFEHEIFIH (B

Performance Assessment Target

FEEZER

Third Unlocking Period
55 = {7 85 R

the ROE for 2021 shall be not lower than 11% and not lower than
the 75 percentile of benchmarking enterprises;
ZEZ—FROEMER11% > BERERBEE 7S UEKTF ;

based on the net profit attributable to the owner of the parent
company in 2017, the compound profit growth rate of the net
profit attributable to the owner of the parent company in 2021
shall be not lower than 20%, and not lower than the 75 percentile
of benchmarking enterprises; and
UZZB—tERENSATHAANANSEY — 2558
REABER AWATESEMNIEREFTEN20% B MERER
ETSHMEKT ; K

based on the Company's operating income in 2017, the compound
revenue growth rate of business income in 2021 shall be not
lower than 20% and not lower than the 75 percentile of the
benchmarking enterprises.

UAERBNR ZE—tEFNREWAREY —E-—FEXHFRADN
BRI RERNMENR20% B RMEREREZETSDAEKTF
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

32. RESTRICTED STOCK INCENTIVE SCHEME 32. [REINER E BN (&
(Cont’d)
(a) Summary of the restricted stock incentive (a) FRHIMERGEZHMBEIETEIBME (&)

scheme (Cont’d)
(10) The Unlocking Period of Initial Grant (10) B K12 Y2 TE B

The details of the Unlocking Period of Initial BAETHMERFBOT
Grant are as followings:

Proportion

Unlocking of unlocking
arrangement Time of unlocking shares
R sH L HE % 5 By R fi# 85 EE 51
First Unlocking Period From the first trading day after 24 months from 33%

the Grant Date to the last trading day within

36 months from the Grant Date
55 —1E % 85 AR BEETHE24EABHNEEXZBEERTH

36EANNRE—EXZEHERLL
Second Unlocking Period From the first trading day after 36 months from 33%

the Grant Date to the last trading day within
48 months from the Grant Date

55 B f# 8 AR BEETHEEARNERARZAEERTH 33%
48EAANNRE—EXZBERLL

Third Unlocking Period From the first trading day after 48 months from 34%
the Grant Date to the last trading day within
60 months from the Grant Date

55 = {E % 85 AR ETHEWBEAZNEEAXZHEERTH
0EANNRE—EXZEHERLL

Details of the Scheme were disclosed in the SEFBERARABHBEACSE
Company's announcement dated 13 December —N\FE+ZA+=Bz2AMHK
2018 as well as the circular dated 16 January HEEA-Z—hAF—B+H
2019. ZIBRIREE -
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

32. RESTRICTED STOCK INCENTIVE SCHEME
(Cont’d)

(b)

Initial Grant of the Restricted Stock under the
Scheme

Pursuant to the Company’s announcement dated 14
February 2019, on 14 February 2019, the Board of
the Directors approved the granting of 27,500,000
restricted stock (the “Restricted Stock”) under the
Scheme to 81 selected Scheme Participants, details of
which are as follows:

i.  An aggregate of 27,500,000 Restricted Stock,
representing approximately 1.788% of the issued
share capital of the Company as at 14 February
2019 was granted to 81 Scheme Participants,
including executive director(s), members of the
senior management and management personnel
who contribute directly to the overall business
performance and sustainable development of the
Group.

ii.  Grant Date: 14 February 2019.

iii. Grant Price: HK$0.65 per share.

iv. The Grant Price shall be payable by the Scheme
Participants at their own cost.

v.  All the Restricted Stock granted will be subject
to the Lock-up Period of not less than two years
commencing from the Grant Date, during which
the Restricted Stock granted to the Scheme
Participants shall be locked-up and shall not be
transferred, used as guarantee or for repayment
of debts.

Please refer to respective announcements for details
of the “Initial Grant of the Restricted Stock under the
Scheme”.

32. [REIMERZ MBS E (@)

(b) RIFFHBERBEFREIERT
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For the year ended 31 December 2021

32. RESTRICTED STOCK INCENTIVE SCHEME
(Cont’d)

(c) Further Grant of Restricted Stock under the
scheme

Pursuant to the Company’s announcement dated 27
March 2019, the Board of the Directors approved the
granting of 2,490,000 restricted stock under Scheme

to Xiong Zheng Feng, an executive director and Chai

Zhi Qiang, the chief executive officer of the Company,

details of which are as follows:

An aggregate of 2,490,000 restricted stock,
representing approximately 0.162% of the issued
share capital of the Company as at 27 March
2019 was granted to Xiong Zheng Feng and
Chai Zhi Qiang, including executive director,
members of the senior management personnel
who contribute directly to the overall business
performance and sustainable development of the
Group.

Grant Date: 27 March 2019.

Grant Price: HK$0.77 per share.

The Grant Price shall be payable by the Scheme
Participants at their own cost.

All the Restricted Stock granted will be subject
to the Lock-up Period of not less than two years
commencing from the Grant Date, during which
the Restricted Stock granted to the Scheme
Participants shall be locked-up and shall not be
transferred, used as guarantee or for repayment
of debts.

Please refer to respective announcement for details

of the

“Further Grant of Restricted Stock under the

scheme”.

AKM Industrial Company Limited ZEFEZARAT
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

32. RESTRICTED STOCK INCENTIVE SCHEME 32. PRI E MBI SHE (&
(Cont’d)
(d) Outstanding of restricted stock under the scheme (d) BEABRITERHIMERE
Set out below are details of the movements of the TYHEINEE_ZZ_—FR_ZZ
outstanding restricted stock granted under the ZE+_A=+—HLEFERES
Scheme during the year ended 31 December 2021 S RFHORITERBEREEHN
and 2020: 15
Outstanding Outstanding
as at Granted Expect to Forfeited as at
1 January during  vest during during 31 December
2020 the year the year the year 2020
B
i ZETF
“TTZF +ZA
—A—H R =+—H

K ERRTY RERREE  FREN KT

During the year ended REE-E-F

37 December 2020 +-A=+—H

ILFEE
14 February 2019 —Z-hE

“B+mA 24,750,000 - - 1,850,000 22,900,000
27 March 2019 “E-hE

=BZ++H 2,490,000 - - - 2,490,000
Total st 27,240,000 - - 1,850,000 25,390,000

Weighted average fair value &R INEFHAFE
per share (HK$) (B 0.7178 - - 0.7185 0.7177
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

32. RESTRICTED STOCK INCENTIVE SCHEME
(Cont’d)

32. [RHIMERZ MBI 8 (&

(d) Outstanding of restricted stock under the scheme

(Cont’d)

Outstanding

(d) REFHEIBIRTT

ERHERE &)

Outstanding

as at Granted Expect to Forfeited Lapsed as at
1 January during vest during during during 31 December
2021 the year the year the year the year 2021
7
N &
—ZZ-&§ +ZB
—R—H T =+-H
KT EARTY REARE FERRI FREH RITHE
During the year ended HEE-F-—%#
31 December 2021 +=-A=+—-H
LEE
14 February 2019 ZE-hEZB+IMAE 22,900,000 - - (230,000) (22,670,000) -
27 March 2019 ZE-hE
=BZ+tH 2,490,000 - - - (2,490,000) -
Total st 25,390,000 - - (230,000) (25,160,000) -
Weighted average fair SRMEFHAFEE
value per share (HK$)  (#7T) 0.7177 - - 0.7177 0.7177 -
In respect of the Restricted Shares granted during MBE_ZT—NLE+_A=+—H

the year ended 31 December 2019, the weighted
average fair value per share on the date of grant was

HK$0.7199.

As at 31 December 2020, the estimated fair values
of the Restricted Shares granted are approximately

HK$19,552,000.

During the year ended 31 December 2020, certain

Scheme Participants resigned from the Group and

accordingly, 230,000 (2020:
stock was forfeited thereon.

AKM Industrial Company Limited ZEFEZARAT

1,850,000) restricted

EEEE&%E’\JBE%J MREMS > °
BRYAMANSRMEFTHATER

0.71998 7T °

i

TE+ZR=+—H &

T8 BE%J MERBZESAFEOR
19,552,000/ 7T ©
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

Rt 75 % 3R B 5E

32. RESTRICTED STOCK INCENTIVE SCHEME
(Cont’d)

(d) Outstanding of restricted stock under the scheme

(Cont’d)

The fair value was calculated using the Black-Scholes
pricing model. The inputs into the model were as
follows:

32. [REIMERZ MBS E (@)

(d) RIFHEIBIRITERBIMERE (&

ATEXRBAEIR-TFHEHEER
Nt E RN A BRI ¢

As at As at

14 February 27 March

2019 2019

RIZE—AE RIZ—AHE

—B+mA =A=++H

Life of the restricted shares PR 114 B% Z2 4F HA 2 yearstE 2 yearstE
Risk Free Rate R B A = 1.56% 1.56%
Expected volatility TRHAR IR 57.63% 57.63%
Expected dividend yield TEHAREE 0.00% 0.00%
Spot Price IREE 1.289 1.249

Expected volatility was determinated by using the
historical volatility of the Company’s share price
over the previous 2 years. The expected life of the
restricted shares used in model has been adjusted,
based on management is best estimate.

During the year ended 31 December 2021, the
Company acquired 1,520,000 (2020: 2,820,000)
ordinary shares of the Company from the open
market by the independent trustee of the Company
with a total consideration of approximately
HK$1,376,000 (2020: HK$2,611,000) in respect of
the restricted stock incentive scheme of the Company.
The carrying amount of the shares held as at the year-
end was presented as a deduction against equity
“Restricted stock incentive scheme reserve” to the
consolidated financial statements.

BB ERERARRERBRE
WERNZ ESERIEEE - M RPAE
RZzBAMAERFREREEER
ZRIEMGSHELERE

BHE_Z-_—H+-"HBA=+—HIL
FEE RN T TR S MR Z 8 E 5t
EEHARNBDZHIZTEAR LR
IS H1,520,00008 A B E i@

—Z_FT4 1 2,820,000) 4B
B#IA1,3760008 T (ZE_ZF
2,611,000 7T) cRAFERITFTEN
BROERESEENGEEYHRER
HOR R 2R 09 TRR 1 14 AR 22 3 Bh 51 2 =8
=K
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

32. RESTRICTED STOCK INCENTIVE SCHEME
(Cont’d)

(d) Outstanding of restricted stock under the scheme
(Cont’d)

During the Unlocking Period, the Group did not
fulfill the unlocking condition under restricted stock
incentive scheme. Therefore, no Restricted Shares
was expected to vest by the Scheme Participants
and all the Restricted Shares are remain at the Trust.
Accordingly, all the outstanding restricted stock
granted were lapsed during the year ended 31
December 2021.

33. RELATED PARTY TRANSACTIONS

(@) Saved as disclosed in the respective notes, the Group
entered into the following transactions with related

32. [RHIMERZ MBI 8 (&

(d) RBFEIFRITERFIERE &

RN AE BRI EENREG
MRESRE B IR T 2 BBIRAR
FEIE > BT R 2 R E AR B R
REKRFIBERGINERENREER
B-HEM BE_T_—F+_8
=+—HILEFE FREEEFHRT
ERFIMEREE RN

3. AR5

() FRICHERMEREEN REFE

N ARERTRS BB ST TR

parties during the year:

R

2021 2020
—EZ—F “EIERF
HK$'000 HK$'000
FET FET
Shareholders A& &R
— Sales (note (d) below) —tHE (FXME()) 147,854 98,609
— Purchases of raw materials —EBERERME (FXHEE))
(note (e) below) 1,369 -
— Technology and — SRR EENER
technical fee paid (4,818) (844)
Associates = /NE]|
— Sales — & 25,645 14,631
— Purchases of raw materials —EBERMN (77,673) (25,644)
— Rental income —HEWA (2,054) (387)
Investee companies WRE R NE]
- Sales —iHE 2,405 -
— Purchases of raw materials —EERMN (6,796) -
- Rental income —HEEUWA (69) -
Fellow subsidiaries EENIIZPANS]
- Rental payments —= & - (120)

AKM Industrial Company Limited ZEFEZARAT
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

33. RELATED PARTY TRANSACTIONS (Cont’d) 3B.MAMAERE (&)

(b) BPEEMBEREFREEEEZR

(b) 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 CNIGC, a state-
owned enterprise established in the PRC.

The Group also conducts business with other state-
controlled entities. The directors of the Company
consider those state-controlled entities to be third
parties so far as the Group’s businesses 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 of the Company are of the opinion that
the transactions with other state-controlled entities
are not significant to the Group’s operations.

%/ & BR

FEBKEMEZKEREER M
PR EZSEEES TS 2
¥ (TRREGEE) T8 I1E5h
FEEBESNABERIZEA &
FHEASRTIEEATE-

AEETFRAMBRIER®FEET
EB-ARDERIR MEEERA
REZEBMS  ZFEFIERIEE
RE=F-°

s FEEEREEREBBED
HEAERENEEZETIRTIIL
BERG BEFR BERAEfM—
ARIRITIEE -

RRABEFRD R HEEMERIER B
EIZRGHAEEZEENIFEE-
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

33. RELATED PARTY TRANSACTIONS (Cont’d) 3B.MAMAERE (&)

() FEEBABZHM :

(c) Compensation of key management personnel

The emoluments of key management personnel
during the year ended 31 December 2021 and 2020
represented emoluments paid to directors of the
Company as disclosed in note 10 (i).

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

BE_T_—EFR-ZTTEF+T
A=+—HLEFE FBEEAEZ
M= FEMEE10() T IRBE I AR B &
EEME-
TEEBABZHNERFNERS
REBEEAXRBERHEEZETE -

(d) Sales of goods to shareholders (d) RMIREPHEEMR
The amounts represented sales of goods to Goertek FHEENEANBERRERLRAE X
(Hong Kong) Company Limited and its subsidiaries Eﬁﬁiﬁ’\ﬁf&% h#J147,248,000
amounted to approximately HK$147,248,000 (2020: B (2 =4 196,173,000
HK$96,173,000) and Suzhou Anjin Technology 75) ’ﬁ'ﬁﬁ%"ﬁ)llﬁﬁﬁ—#?ﬁﬁyfﬁﬁf@
Company Limited and its subsidiaries amounted to NERENBRARHESE RN ELE
approximately HK$606,000 (2020: HK$2,436,000). BI#4%606,0008 T (Z2 224 :

2,436,000 7T) ©

(e) Purchase of materials from shareholders (e) BMIRKRBEME

The amounts represented purchase of materials
from Goertek (Hong Kong) Company Limited
and its subsidiaries amounted to approximately
HK$2,000 (2020: nil) and Suzhou Anjin Technology
Company Limited and its subsidiaries amounted to
approximately HK$1,367,000 (2020: nil).

AKM Industrial Company Limited ZEFEZARAT

THIENE BT BERERLAA K
HINE AR EEME#92,000%8 7T (Z
T _TF BT MEEMNEER
FEROBBERABRENBLABEE
MBI EERIA%1,367,0008 7T (Z

TOFE I THR)
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For the year ended 31 December 2021 #Z_—E_—#+_F=+—HIFFE

34. STATEMENT OF FINANCIAL POSITION AND
RESERVE OF THE COMPANY

34. FABMBR AR KR fEE

2021 2020
—E-—f& —EoEF
HK$'000 HK$'000
FET FBET
Non-current assets FERESEE
Plant and equipment Mz -BENZE 10 23
Right-of-use assets CREEE 183 202
Investments in subsidiaries HAM‘JE/&ﬂZ&E\ 784,514 781,018
Investment in an associate —BHERATKRE 3,616 3,616
788,323 784,859
Current assets RENEE
Inventories 78 3,276 2,716
Trade and other receivables 85 R EME R RIE 99,950 91,414
Amounts due from subsidiaries AN EPNSTE O]

(note (a) below) (FX[taE(a)) 122,984 317,160
Pledged bank deposits BRI IRITIER 2,367 2,368
Bank balances and cash IRITHERAIRESE 657 8,164

229,234 421,822
Current liabilities mMENEE
Trade and other payables 85 MEMER IS 23,929 168,095
Amounts due to subsidiaries FE—RBE AR

(note (a) below) (FXHT5#(a)) 6,233 -
Tax payable FET 18 671 687
Bank borrowings BITEE 33,376 31,942
Lease liabilities HEas 118 84

64,327 200,808

Net current assets EREBEE 164,907 221,014

Total assets less current liabilities BEERRER 953,230 1,005,873
Annual Report 2021 —E-—FF#
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

34. STATEMENT OF FINANCIAL POSITION AND 34. KRB MBER AR KR HE &
RESERVE OF THE COMPANY (Cont’d)

2021 2020
—E_—F —ETEF
HK$’000 HK$'000
FET FET
Capital and reserves A& A e 5 1
Share capital &N 921,553 921,553
Reserves (note (b) below) 1 (FXBTEED)) 23,822 45,225
Equity attributable to the owners of NAEEB AEGE#ER
the Company 945,375 966,778
Non-current liabilities ERFERE
Bank borrowings RITEE 7,796 38,979
Lease Liabilities HEaR 59 116
7,855 39,095
Total equity 4BKET 953,230 1,005,873
The statement of financial position of the Company KN ZHFERIREEESTeRN =&
was approved and authorised for issue by the board of T TEZATURAALELEETE WA
directors on 14 March 2022 and are signed on its behalf T EERREE
by:
XIONG ZHENG FENG HUNG CHI YUEN ANDREW
DIRECTOR DIRECTOR
EZX EE

AKM Industrial Company Limited ZEFEZARAT
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For the year ended 31 December 2021

Rt 75 % 3R B 5E

34. STATEMENT OF FINANCIAL POSITION AND
RESERVE OF THE COMPANY (Cont’d)

(a)

(b)

Amounts due from/to subsidiaries

At as 31 December 2021,
subsidiaries (2020: amounts due from/to subsidiaries)

the amounts due from/to

were unsecured, interest free and repayable on

demand.

Movement in the Company’s reserves

HE—F - —F+_FA=+—HIFE

34. KRB BRRETRIEE (&

(a) FEW {IHIB A BRIA

R —F+"A=+—H EHK
SNMBRBERE(CEZF [ &
W I B RABMIE BEER R
BRIEERFEE -

(b) sRBFEZED

Restricted
stock
incentive
scheme Retained
reserve profits Total
PR IR EE
BEN s B E R F st
HK$'000 HK$'000 HK$'000
FET FET FET
At 1 January 2020 RIZ2TE2HF
—A—H (5,105) 63,527 58,422
Profit for the year and total ~ AFE A RAEE
comprehensive income for EHEUW A ARZE
the year - 4,796 4,796
Dividend paid BRKRE - (15,382) (15,382)
Purchase of shares under the 1R % R &4 A Z 2 Bh
restricted stock incentive SR ERMD
scheme (note 32) (t&t32) (2,611) - (2,611)
At 31 December 2020 and R_EE
1 January 2021 +ZRA=+—HkK
—ET—F
—HBA—H (7,716) 52,941 45,225
Profit for the year and total ~ AEE A RAEE
comprehensive income for 2HE A LEEE
the year - 2,277 2,277
Dividend paid BKRE - (22,304) (22,304)
Purchase of shares under the 1R 4% R &I 14 A% = & Bh
restricted stock incentive SR E KM
scheme (note 32) (Hta£32) (1,376) - (1,376)
At 31 December 2021 RN_E_—4F
+ZA=+—H (9,092) 32,914 23,822
Annual Report 2021 —Z_——FF
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For the year ended 31 December 2021 #ZE _—E_-—#+_F=+—HIFFE

35. PARTICULARS OF SUBSIDIARIES OF THE

COMPANY

Details of the Group's subsidiaries as at 31 December
2021 and 31 December 2020 are as follows:

Place of
establishment and
principal place
Name of subsidiaries of operation
Rt K
WEAERME TEQEHY

Attributable
equity interest
and voting power

Form of held by the
business structure  Paid-up capital Company
HAREREZ
EEERETS BRES ElREEZRRRE
2021 2020

—BC-F CECEE

35. AAEMBARZHE

W_E_—ESRk_ZE_ZTTEFE+_AH
—t+—HZAEERBABZEBUT :

Principal activities

IREH

Directly owned subsidiary
EREENEL A
TR (BB ETEXER The PRC
A7 (transliteration as AKM
Electronics Industrial (Panyu) Ltd.)

iR (B8) BYEXERAR T

ZRAEFHE BN BERAF  The PRC
(transliteration as AKM Electronic
Technology (Suzhou) Company
Limited)

ZRANETHRE GMN) BRAT FE

Anrick Electronics India Private  India
Limited

Anrick Electronics India Private  ENE
Limited

Wholly owned-foreign US$21,700,000 100% 100%
enterprise

SNERELE 21,700,000% 7T

Wholly owned-foreign US$75,000,000 100% 100%
enterprise

SEBERE 75,000,000% 7%

Wholly owned-foreign US$1,447,948 100% 100%
enterprise

SEBERE 1,447 9485 7T

AKM Industrial Company Limited ZEFEZARAT

Manufacture and sales of
FPC and flexible packaging
substrates

HERBEZUERRR
FZIEER

Manufacture and sales of

FPC and flexible packaging
substrates

RERHEZNHERRR
FUEHEER

Manufacture and sales of FPC

RERBEREERIR
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For the year ended 31 December 2021

35. PARTICULARS OF SUBSIDIARIES OF THE
COMPANY (Cont’d)

BE_E_—F+ _A=+—HIFE

35. ZABMBAB Z:+1E (#)

Attributable
Place of equity interest
establishment and and voting power
principal place  Form of held by the
Name of subsidiaries of operation business structure  Paid-up capital Company Principal activities
Rt B K HEREREZ
WEAELME TEQEHY EEERETS BREX BRIz RRFR TEXH
2021 2020
“EI-f5 “%5°%
HEZRENEFERAT Vietnam Wholly owned-foreign VN$ 100% 100% Manufacture and sales of FPC
(transliteration as AKM enterprise 13,909,000,000
Electronics Vietnam Company
Limited)
BEZENEFERAT e HEBELE 13,909,000,000 RERBEZUERK
Mg

Indirectly owned subsidiary

BREENEL 5

BNZRMERNEERAT
(transliteration "Guangzhou
Anbo New Energy Technology
Co., Ltd.") ("Anbo")

The PRC Foreign enterprise

BNZBHERNEERAS  FHE HELX
(M=)
* Pursuant to the contribution agreement between the Group and

another shareholder of Anbo, the Group and the another shareholder
agreed to contribution share capital of RMB27,500,000 and
RMB22,500,000, respectively to Anbo.

None of the subsidiaries had issued any debt securities
during both years and at the end of both years.

RMB39,251,134* 55%

ARE
39,251,1347c*

55% Development of new energy
car electronics module
products

E‘Fﬁéé%ﬁb/ /'LEE’]
EFEAESR

* REFEBRZBENE —2RRNTEHE
FEBHES—BRENEBDHAZEEIAA
R #27,500,00070 % A K #522,500,0007T B9 &
o

Bt /a8~ B 5w M8 6 e T B R T R
BITEREHES -
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For the year ended 31 December 2021

RGBSR B

it

=

36. DETAILS OF NON-WHOLLY OWNED

SUBSIDIARY

Summarised financial information of Anbo is set out

— A SO

36. FREMBARRIFE

ZENMBERNGEZSHIWT ¢

below:
2021 2020
—EZ—F TZ2TTF
HK$'000 HK$'000
Anbo Z18 FET FET
Current assets MENEE 57,833 13,203
Non-current assets FERBEE 46,647 28,862
Current liabilities mEaR (45,001) (11,144)
Non-current liabilities FERBEE (7,973) (3,162)
Net assets BEFE 51,506 27,759
Equity attributable to owners of Anbo ZENEE AEGER 28,328 15,268
Non-controlling interests of Anbo ZHENIEERE S 23,178 12,491
Revenue A 142,623 19,001
Expense 353 (139,319) (18,871)
Profit for the year KEERT] 3,304 130
Profit attributable to owners of KRB R AEGER
the Company 1,817 71
Profit attributable to the FEFERG 1 s A R A
non-controlling interests 1,487 59
Profit for the year KEERF] 3,304 130
Other comprehensive income attributable to Z&A B A AEGEM 2 E &
owners of the Company 700 462
Other comprehensive income to FEREEEGEMEERE
the non-controlling interests 573 376
Other comprehensive income for AEEHEHMEEKS
the year 1,273 838
Total comprehensive income attributable to AT EE AEEE2E KL
owners of the Company 2,517 533
Total comprehensive income attributable to  FEFRR#E & FE 15 2 E N R 48 58
the non-controlling interests 2,060 435
Total comprehensive income for AEEE@UNE AL
the year 4,577 968

The particulars and details of Anbo are set out in note 35.

AKM Industrial Company Limited ZEFEZARAT
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37.

38.

CREE T E L

For the year ended 31 December 2021

RECLASSIFICATION

During the year, the Group has changed the classification
of "amounts due from associates”. In order to conform
to the current year's classification, the “amounts due
amounted to HK$4,309,000 as at 31

December 2020 were included in the

from associates”
“trade and other
receivables”. The directors of the Company consider that
the new presentation is more appropriate to present the
financial position of the Company. Certain comparative
figures for the year ended 31 December 2020 of the
consolidated statement of cash flows were reclassified

accordingly
EVENT AFTER REPORTING PERIOD
Proposal for the privatisation of the Company

On 14 January 2022, the directors of the Company, Alpha
Luck Industrial Limited (“Alpha Luck”, ZFXEBXEBRAQ
7], a company incorporated in Hong Kong with limited
liability, being a controlling shareholder of the Company)
and AKM Meadville Electronics (together with Alpha
Luck, the “Joint Offerors”) jointly announced that, the
Joint Offerors requested that the board of the directors
of the Company put forward the pre-conditional proposal
(the "“Proposal”) for the privatisation of the Company by
the Joint Offerors by way of the scheme of arrangement
to be proposed under section 673 of the Companies
Ordinance for the implementation of the Proposal and
for the proposed withdrawal of the listing of the shares
of the Company from the Stock Exchange, on the terms
and subject to the conditions set out in the Company's
announcement dated 14 January 2022.

Further details of the Proposal are set out in the
Company’s announcements dated 14 January 2022, 20
January 2022, 26 January 2022, 28 January 2022 and 18
February 2022.

BE_E_—F+ _A=+—HIFE

37.

38.

BN

RAEAFE > AEEESFT EINHE QS
MIEINDE-BRERFNDE N 2Z
“EF+"HA=+—H%%%4,309,000
BT IERBE B REI HEMNATE
SREMBEUWRIE] c R AT EBRAH
HEHAXNEEE Z5 AR BB
M- BEZE_EF+ZA=+—H'R®
FERERERANETEREFAL
WEHDLE-

HEHHRER
FTARNMELCZEERE

RIEB_—F—-A+tHE xRFTESH
ZHBERERRF (ZF B/ —HKNEB
SRRz BRAE  BRHAEQBRE
RIRE) Rz R EZEEF (R2F GBS
MEENOAN) BERE BEEOAZ
REABDEFERY AMEZOARE
N EMEBIFE 67 3R M AT R 5 £ LU 5% 22 5F
FREGAABIECZREZE (T8ZFE) I
BREARBR_E-_"F—A8 +EEI$'J
B NEPREERREEFTEEE 2R
RT BREZREZRELARALFTZ
RIDISBR AP ETH Z FREE o

E—FPHBHE2RAAAB AP T
F—A+ME-ZEZ”ZF—HAZ+H>
TR A+ REZIEIIE—
B+ \BxR-_E-__F#F_A+NHZ

I\
AN =1
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Financial Summary

Bt 75 &
RESULTS
e
Year ended 31 December
HE+-BA=+—BHLEE
2021 2020 2019 2018 2017
B —T°ZE —NF —N\&E —t&
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THER FET FTEx FET FTET
Revenue O 2,361,722 1,676,423 1,463,630 1,223,803 1,118,838
Cost of sales HEMA (2,055,350) (1,429,284) (1,254,943) (1,071,832)  (898,627)
Gross profit E7 306,372 247,139 208,687 151,971 220,211
Other income Hftt A 76,490 48,909 4,171 56,253 17,874
Loss on disposal of subsidiaries HEWB AR ZEE - - - - (3,224)
Distribution costs DM (35,950) (27,795) (20,952) (19,433) (16,760)
Administrative expenses THZH (77,947) (45,697) (40,017) (41,187) (36,551)
Research and development expenses i3 & M (114,929) (83,153) (57,352) (63,774) (79,882)
Share of results of associates FELHE AT EE 4,653 2,645 1,202 163 40
Finance costs BB A (13,219) (10,234) (2,091) (215) (2,850)
Profit before taxation BRIREDEF 145,470 131,814 130,648 83,778 98,858
Taxation "8 (13,453) (12,404) (12,937) (14,444) (19,850)
Profit for the year AEEER 132,017 119,410 117,711 69,334 79,008
ASSETS AND LIABILITIES
BEERAGE
At 31 December
B+=-B=+—H
2021 2020 2019 2018 2017
B —2°%F —NEF —N\&E —t&
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTERT FET FEx FET FET
Total assets BEE 2,977,587  2,455203 1,849,066 1,671,449 1,268,416
Total liabilities BeE (1,316,053)  (964,414)  (581,916)  (483,432)  (529,973)
1,661,534 1,490,789 1,267,150 1,188,017 738,443
Equity attributable to ARNEIEB NEGER
owners of the Company 1,638,356 1,478,298 1,267,150 1,188,017 738,443
Non-controlling interests TR R 23,178 12,491 - - -
Total equity s 1,661,534 1,490,789 1,267,150 1,188,017 738,443

AKM Industrial Company Limited ZEFEZARAT
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Rooms 2708-11, West Tower, Shun Tak Centre,
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