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CORPORATE PROFILE AND CORPORATE INFORMATION

ATBHRATEH

HL Technology Group Limited (the “Company”, “our” or “we",
together with all its subsidiaries, the “Group”) is a services and products
provider for the global communication system, consumer electronics and
automotive electronics markets. The Group is principally engaged in the
designs, develops, manufactures and provision of communication system
and signal transmission and connectivity products, such as power cord
cable and assembly, automotive wiring harness, telecommunications
products and other products and the provision of services for the
construction of base station for telecommunications networks. Shares of
the Company (the “Shares”) were first listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) on 16
November 2010.
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Corporate Profile and Corporate Information (Continued)

REGISTERED OFFICE
Floor 4, Willow House
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Cayman Islands
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The People’s Republic of China (“PRC")
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IN HONG KONG
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Hong Kong
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Bank of China
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Industrial and Commercial Bank of China
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The Hongkong and Shanghai Banking Corporation Limited
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Loong & Yeung (as to Hong Kong Law)

AUDITORS
Ernst & Young
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Hong Kong Branch Share Registrar and Transfer Office
Computershare Hong Kong Investor Services Limited

LISTING EXCHANGE INFORMATION
Place of Listing
Main Board, The Stock Exchange

STOCK CODE
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CHAIRMAN'S STATEMENT
ERikE

Dear Shareholders, HEMRR :

On behalf of the Group, | am pleased to present to you the audited ZARAZBHAXAEER  MARSUREAEEHE -
annual results of the Group for the year ended 31 December 2014. T—NF+ A=+ BHIEFENEERFEES -
PERFORMANCE REVIEW KRB

2014 was a great year for the development of Fourth Generation (“4G”) 2014 RS MR M ([4G]) - BB EEBRBRE M &
technology, Mobile Internet technology and enterprise Private Network ¥ EAGRMTHELIE - S BETMITESES
technology in China, which boosted the continuous development of the & - & I - EERKINTE HELKITEERS - AME
whole telecommunication industry. As a reflection, the telecommunication — FAEM TERECD FTmt SRIMHZEER » &5t
technology has been deeply merged with traditional industry where  TEEAMBENRK - H - IEEMDEERERIITER
people are surrounded by various applications of these technologies in  JIEF| - BB EZHRIER - 2B MHAT— A% - HitH
their daily life and their working environment, which brings tremendous
market demands. In particular, newly-developed enterprise Private
Network technology has been making great progress as its customer base
is expanding rapidly and penetrating into every corner of the world. In the

Mr. Chi Shaolin
EBAOMEE

Chairman, Executive Director and CEO
(£/F - BITEEFEH)

|




meantime, the traditional telecommunication industry is competitive along
with its development as more innovative competitors have been emerging,
in particular the business with the three telecommunication operators has
been under intense competitive pressure. The consumer electronic market
demands are as usual and competition is still fierce.

During the year, the Company made its efforts in (i) expanding into
the markets outside Mainland China for products and services in
communication system (including terminals and networks businesses)
segment; (i) deeply cooperating with existing customers and attracting
new industrial customers, relying on its investments in research and
development ("R&D") and marketing; (iii) disposing of several subsidiaries
of the Group to improve the overall liquidity of the Group and put
resources into the business with stronger profitability and better
prospects; and (iv) gradually transforming its operation model to R&D
and sales and marketing oriented with a view to create more profit and
enhance the value of the Company for the shareholders of the Company
(the “Shareholders”).

Therefore, the Group recorded a total revenue of approximately
RMB2,096.8 million for the year ended 31 December 2014, representing
a decrease of approximately RMB615.8 million, or approximately 22.7%
as compared to the revenue of approximately RMB2,712.5 million for
the year ended 31 December 2013. The decrease was mainly attributable
to the fact that (i) the revenue from signal transmission and connectivity
products segment decreased by approximately RMB962.7 million, or
approximately 57.8%, mainly due to that Sumptuous Wealth Limited
(together with its subsidiaries, “Sumptuous Wealth”, which was disposed
of by the Group on 26 November 2013, details of which are set out in
the circular of the Company dated 27 June 2013) ceased to contribute
to the Group after its disposal; and (ii) the communication system
segment recorded a rapid growth of approximately RMB346.9 million, or
approximately 33.1% due to the Group’s ability to continuously obtain
more orders from both existing and new customers relying on endeavors
made by the Group on both R&D and marketing, especially on expanding
to markets outside Mainland China.

Chairman’s Statement (Continued)
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Qhairman’s Statement (Continued)
FERE(E)

The Group's gross profit for the year ended 31 December 2014
amounted to approximately RMB271.4 million, representing a decrease
of approximately RMB86.6 million, or approximately 24.2% as compared
to that for the year ended 31 December 2013. The decrease was mainly
attributable to (i) the decrease in gross profit from signal transmission
and connectivity products segment by approximately RMB96.2 million, or
approximately 48.4% as a result of the disposal of Sumptuous Wealth;
and (ii) the increase in gross profit from the communication system
segment by approximately RMB9.6 million, or approximately 6.0%.

The Group’s net profit amounted to approximately RMB47.8 million for
the year ended 31 December 2014 as compared with the net loss of
approximately RMB180.2 million for the year ended 31 December 2013,
which was mainly attributable to (i) the profit from the communication
system segment of the Group; (ii) the fact that the Group has disposed
of most of its loss-making businesses during the second half of 2013;
and (iii) the strategies of the Group of allocating resources towards
businesses with stronger profitability and seeking business restructuring
and industrial upgrade began to take effect. Since the second half of
2014, the Group has been gradually transforming its operation model
to R&D and sales and marketing oriented with a view to create more
profit and enhance the value of the Company for the Shareholders.
Communication system products and services recorded a net profit of
approximately RMB77.1 million for the year ended 31 December 2014
after deducting the costs of approximately RMB11.0 million composed
of depreciation and amortisation of the valuation premium during the
acquisition of Rosy Sun Investments Limited and its subsidiaries (the “Rosy
Sun Group”) (details of which were set out in the announcement on 30
October 2012 and the Circular on 31 December 2012 of the Company,
the “Rosy Sun Acquisition”) and the signal transmission and connectivity
products recorded a loss of approximately RMB29.3 million, including the
impairment loss of approximately RMB10.4 million in respect of wire and
cable equipment due to the lowering profitability.

HL Technology Group Limited LRI EBAR A F
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OUTLOOK

In light of the widespread use of the 4G technology, Mobile Internet
technology and enterprise Private Network technology, demands on
communication system equipment will keep expanding. Therefore, the
Group will keep increasing the investments in the R&D and marketing
on these products, seeking for more partners and working closely with
them to develop new products and solutions in the areas of Microwave
Communications, Wireless Mobile Internet and Smart City to fulfill the
demands in the market. Furthermore, the Group will keep monitoring its
business scale and portfolio closely, focusing on putting resources into
businesses with stronger profitability and better market prospects and
proactively seeking for right opportunities for business restructuring and
industrial upgrading to improve the overall sustainable profitability and
bring long term contribution to Shareholders.

APPRECIATION

On behalf of the board (the “Board”) of the directors (the “Directors”)
of the Company, | express my sincere gratitude towards the Shareholders
for your support and confidence in our management team. | also wish
to thank our colleagues on the Board for your persistent contribution in
the Company’s development and progress. Furthermore, | thank all the
staff who have been committed to their duties and working hard for the
development of the Group's business. At last, | would like to thank all of
you who constantly stood by our side and supported us along with the
development of the Company.

Yours faithfully,
Chi Shaolin

Chairman and CEO of HL Technology Group Limited

26 March 2015
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FINANCIAL SUMMARY
MR

W= BWEE
B R FRRELEFR,(EE)
RMB'000 RMB'000 RMB'000
ARBFR AEBTT ARBFT
3,000,000 200,000 4,000,000
2,712,525
152,670 3,506,275
2,513,955 150,000 3,500,000
2,500,000 116,071
2,096,768 100,000 3,000,000
2,429,885
2,000,000 1,865,376 49,382 e
50,000 2,500,000 2,294,139 -
1,981,220
1,500,000  1:413,960 2,000,000
-50,000 (35,680) 1,500,000
1,000,000
-100,000 1,000,000
500,000
-150,000 500,000
-200,000 (177.510)
2010 2011 2012 2013 2014 2010 2011 2012 2013 2014 2010 2011 2012 2013 2014
C2-TE CT——% “R--f CT-SF CRNF ZER-RE CR——F CR--fF “R-CF CRE e e e

%
1.1 0.3
100 3 36 P 2 64
93
114 20.9
80 15 8
304
60 66.5
333
343
40
53.1
20 453 383
279 23.2
. 3.6
2010 2011 2012 2013 2014
2% 2—F 2 -z “F-mE
(approximate) (approximate) (approximate) (approximate) (approximate)
@® | Computer RTEH ® | Automotive qE
@ | Consumer electronics HEET @ | Others Hitb
@ | Communication BIE
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A highlight of results, selected financial ratios information, assets and
liabilities and cash flows is as follows:

RESULTS INFORMATION

Revenue

Gross profit

Profit/(loss) before tax

Profit/(loss) for the year

Profit/(loss) attributable to:
— Owners of the parent
— Non-controlling interests

Earnings/(loss) per share
— Basic and diluted (RMB cents)

Financial Summary (Continued)

PMERHE(E)

X RETYHLLXEN BERAGRMRSAE

MEST -

REEHN

Year ended 31 December

BE+-A=1+—-HLEFE

2014 2013
—ZT—F —ZT—=4F
RMB’000 RMB’000
ARETT AREFTT
Wz 2,096,768 2,712,525
EF 271,404 358,043
MELATE T, (E5E) 63,906 (155,191)
FERF(EE) 47,789 (180,211)
FEERF ()
— B RRIHEAE A 49,382 (177,510)
— JEPERERS (1,593) (2,701)
BRER(EE)
— EAREB(ARED) 6.86 (24.65)

—Z—PYFF 3R Annual Report 2014
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Financial Summary (Continued)

BT T E (48)
SELECTED FINANCIAL RATIOS INFORMATION K|EMBELERER

Year ended 31 December

BEt-A=1t-HLEE

2014 2011 2010
—E-MmE === T —2-%Z

(approximate)  (approximate)  (approximate)  (approximate)  (approximate)

(#E49) (1E49) (#49) (B4 (BE40)

Gross profit margin FEH= 12.9% 13.2% 13.1% 20.3% 23.0%

Net profit/(loss) margin WA/ CFBB) = 2.3% (6.6%) (2.0%) 6.4% 11.0%

Current ratio (times) B R (f3) 1.2 1.0 1.1 1.3 1.4

Gearing ratio® BARBRELE 20.1% 25.9% 30.4% 28.4% 33.5%

Return on total assets® BB R 2.0% (6.1%) (1.7%) 5.6% 10.5%

Return on total equity® B ERY 5.8% (16.0%) (3.9%) 11.8% 24.9%

(1) Calculated by using short-term borrowings divided by total assets. (1) REHEERIBEETE -

(2)  Calculated by using average balances of total assets and total equity. (2) RABEERERR THESHE -

10 HL Technology Group Limited 5L#E H SE@EAR A T Annual Report 2014 —Z —U&F F 3



Financial Summary (Continued)

PMERHE(E)

ASSETS AND LIABILITIES INFORMATION EEREEER

As at 31 December

B+=—RA=t+—H
2014 2011 2010
—g-mE | % 2% —F-%F

RMB’000 RMB'000 RMB’000 RMB'000 RMB'000
ARBTR AREBTT ARBTT AR®TT AREBTT

Cash and cash equivalents Re RBEEEY

(excluding pledged deposits) (MBREDERFH) 169,950 62,721 144,082 106,650 160,408
Current assets RBBEE 1,798,707 1,636,186 2,298,193 1,543,252 1,489,849
Non-current assets ERHEE 631,178 781,736 1,208,082 750,887 491,371
Current liabilities THAE 1,549,690 1,598,964 2,004,695 1,191,894 1,057,749
Non-current liabilities FERBEE 24,807 23,341 39,045 9,718 =
Equity attributable to [SYNGIEZZSPN

owners of the parent FE(h iR 846,994 795,858 1,427,338 1,031,694 909,888
Non-controlling interests FEPE R A 8,394 (241) 35,197 60,833 13,583

CASH FLOWS INFORMATION HEREER

Year ended 31 December
BE+t-A=+t—-HLEFE
2014 2013 2011 2010
—E-NE | = —T——F —ZT—TF

RMB’000 RMB’000 RMB'000 RMB'000 RMB'000
ARETR AREBTT ARBTT ARETT ARBTT

Net cash from/(used in) REFERE,

operating activities (FTR)BE & 558 250,274 85,830 59,195 (167,546) (114,539)
Net cash (used in)/from BEEE(FTA)/

investing activities FisR&$5 (7,971) (142,281) (183,715) 161,211 (549,936)
Net cash (used in)/from mEEE(FTA),/

financing activities PR & %5 (134,983) (19,872) 172,808 (47,423) 751,139

ZZE— YR Annual Report 2014 BLMRHE SEE B R 2 7 HL Technology Group Limited 11



Financial Summary (Continued)

MERE(E)

A summary of consolidated results for the five years ended 31 December & Z —ZT—NF+_-A=+—HILAEFENGEE
2014 is as follows: BEBZNT -

Year ended 31 December

BEt-A=t-HLEE

2014 2012 2011 2010
—E-mE T—= —T=F —T——% ZZ-TF
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
AR®TR AR®FT ARBTT AREF T AR¥EFT
Revenue gz 2,096,768 2,712,525 2,513,955 1,865,376 1,413,960
Cost of sales HEMA (1,825,364)  (2,354,482)  (2,184,596)  (1,486,971)  (1,088,346)
Gross profit EH 271,404 358,043 329,359 378,405 325,614
Other income and gains HARA R dizs 23,581 21,083 41,105 23,593 6,058
Selling and distribution expenses HERD AT (41,649) (110,871) (79,378) (49,056) (27,233)
Administrative expenses THRZ (81,428) (154,813) (144,551) (116 714) (72,525)
Research and development expenses A5 s (32,678) (92,673) (83,198) (62,179) (30,932)
Other expenses Hifx (22,659) (24,890) (44,486) (1, 51 3) (8,637)
Finance costs RERA (52,665) (150,551) (61,645) (37, 536) (19, 090)
Share of loss of an associate [E(E—fEEEE A RIEE - (270) =
Profit/(loss) before tax from BECERTA
continuing operations mAl,/ (B518) 63,906 (154,942) (42,794) 135,000 173,255
Income tax expense FriEHiF % (16,117) (25,020) (7,151) (15,640) (18,234)
Loss for the year from a BRIEREZER
discontinued operation FEBHRE - (249) = = -
Profit/(loss) for the year FEEN/(BE) 47,789 (180,211) (49,945) 119,360 155,021

Other comprehensive (loss)fincome  E# 2 & (&), Iz
Exchange differences on translation  MAESNEIEHK 2 ER =5
of foreign operations (18) (246) 278 (733) 742

Total comprehensive income/(loss) ~ FE2EIKE

R (58 47,111 (180,457) (49,667) 118,627 155,763

Profit/(loss) attributable to: J?Eﬁi?ﬁ?’ﬁ'J/ (B#) :
— Owners of the parent BATHBEA 49,382 (177,510) (35,680) 116,071 152,670
— Non-controlling interests — 3ET i (1,593) (2,701) (14,265) 3,289 2,351
47,789 (180,211) (49,945) 119,360 155,021

Total comprehensive income/(loss)  JE(E2E I/

attributable to: (Eﬁ?ﬁ)%‘@%ﬁ
— Owners of the parent BATHEAA 49,364 (177,761) (35,402) 115,338 153,412
— Non-controlling interests — 3ET HilkERS (1,593) (2,696) (14,265) 3,289 2,351
47,771 (180,457) (49,667) 118,627 155,763
Earnings/(loss) per share — SRERN/(F8) —
Basic and diluted (RMB cents) EAREFEARES) 6.86 (24.7) (5.0) 16.1 27.5

12 HL Technology Group Limited 5L#E H @A R A T Annual Report 2014 —Z — U4 4



MANAGEMENT DISCUSSION & ANALYSIS

BRI RS

BUSINESS REVIEW

For management purposes, the Group is organised into business units
based on their products and services. During the second half of the
current year, the Group underwent a business restructuring and gradually
transformed its operation model to R&D and sales and marketing oriented.
Up to 31 December 2014, the Group substantially completed the business
restructuring and changed the structure of the internal organisation in
a manner that caused the composition of its reportable segments to
change. Based on the new internal organisation as a result of the business
restructuring, the Group has two reportable operating segments and
the corresponding items of segment information for the year ended 31
December 2013 have been restated for presentation on the same basis.
The two reportable segments are the communication system segment and
the signal transmission and connectivity products segment.

KB ERE

PEEME - ARERERER LIRSS - AR
B EAFETHF  AEEETEHEA 0K
RERABRUMBEREERMSHEERER - #HE
“E-OF+TZA=+—H  FEBKRBGEKR T ES
B HEEARASRE  BEEAREDEHES
BRED - RIBXBEARITOAMABRE %
EEMERHRELLDE - WEABREERZ R
EEIAKEHE_T=F+_A=1t—HLFE
HENDEEFRIAR - MER HED MO SBER
D EA RS SR B SR AR A -

Year ended 31 December

BE+T-A=+—-RALFE

2014 2013
=ik —F-=
Revenue % of Revenue Revenue % of Revenue  Change in %
h#E HREESL W BREEDL EFHADL
RMB’000 (approximate) RMB’000  (approximate)  (approximate)
ARBTT ($i49) ARETT (B4 (BE49)
Communication system BERR 1,393,914 66.5 1,046,991 386 33.1
Signal transmission and EREERERER
connectivity products 702,854 33.5 1,665,534 61.4 (57.8)
Total Fo 2,096,768 100.0 2,712,525 100.0 (22.7)

The Group recorded a total revenue of approximately RMB2,096.8
million for the year ended 31 December 2014, representing a decrease of
approximately RMB615.8 million, or approximately 22.7% as compared
to the revenue of approximately RMB2,712.5 million for the year ended
31 December 2013. The decrease was mainly attributable to the fact
that (i) the revenue from signal transmission and connectivity products
segment decreased by approximately RMB962.7 million, or approximately
57.8%, mainly due to that Sumptuous Wealth ceased to contribute to
the Group after its disposal; and (i) the communication system segment
business recorded a rapid growth of approximately RMB346.9 million, or
approximately 33.1% due to the Group’s ability to continuously obtain
more orders from both existing and new customers relying on endeavors
made by the Group on both R&D and marketing, especially on expanding
to markets outside Mainland China.

—Z—PYFF 3R Annual Report 2014
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Management Discussion & Analysis (Continued)
BEENWR W (E)

FINANCIAL REVIEW B 7Bl g

Cost of Sales SHER A
The following table sets forth a breakdown of our cost of sales for the  RERHFF|AFI/RFEEHSEER NP
year indicated:

Year ended 31 December

BE+-A=t—-HLEFE

2014 2013
—E-NmE —E-=F

% of % of
Total cost Total cost Change
of sales of sales in %

1GSHER A RSHERA
HERSL HEASH 2HEHL
RMB’000 (approximate) RMB’'000  (approximate)  (approximate)
AR%T R (BE4) ARETT (BE49) (BE49)
Raw material costs R EIR AR 1,449,397 79.4 1,902,311 80.8 (23.8)
Utilities NHEEKA 11,414 0.6 20,655 0.9 44.7)
Depreciation nE 17,728 1.0 34,160 1.5 (48.1)
Labor costs BTRA 72,931 4.0 178,449 7.6 (59.1)
Outsourcing costs NEIRK AR 248,180 13.6 175,727 7.5 41.2
Others Hith 25,714 1.4 43,180 1.7 (40.4)
Total fmEt 1,825,364 100.0 2,354,482 100.0 (22.5)

The cost of sales decreased by approximately RMB529.1 million for the #HE-ZT—MNE+-A=+—HIFE ' HEKAEK
year ended 31 December 2014, or approximately 22.5%, as compared to #HZE-ZE—=F+_"F=+—HIFFERIHARE
that for the year ended 31 December 2013, to approximately RMB1,825.4 5291 B &8 4122.5% X ARIE1,8254HE T
million. The decrease was basically in line with the decrease in revenue  SEAEAN FEWZSHD—%  FTERAAHESR
mainly attributable to the disposal of Sumptuous Wealth, which led to S &FFrA HERAR(INBEARBRIN BRI D HET
the decline in almost every aspects comprising the cost of sales except the % ° SNV ZAIENEERNBERFD BIESIEM -
outsourcing costs. The increase in outsourcing costs was mainly as a result — EZE R TR AEEB I - SMRAE -

of the increase in sales from the communication system segment, the

products of which were independently researched and developed by the

Group and outsourcing produced.
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FINANCIAL REVIEW (Continued)

Gross Profit and Margin

The Group's gross profit for the year ended 31 December 2014
amounted to approximately RMB271.4 million, representing a decrease
of approximately RMB86.6 million, or approximately 24.2% as compared
to that for the year ended 31 December 2013. The decrease was mainly
attributable to (i) the decrease in gross profit from signal transmission
and connectivity products segment by approximately RMB96.2 million, or
approximately 48.4%, as a result of the disposal of Sumptuous Wealth;
and (ii) the increase in gross profit from the communication system
segment by approximately RMB9.6 million, or approximately 6.0%.

Management Discussion & Analysis (Continued)
BEEFWE N (E)

B EIRE (@)
EMNRERNE
HE-Z-NE+-A=+—BILFE  A&£H=E
MHOBARB2MNABET BEHE-T—=F+=
A=t HLEFERIHARBSC6EETT * L
242% - BAEEHRR - (\ELESZHMEREZEE
BRBEEMDFEMRIOAREG 2HELHL
48.4% : R(iBEFRSDBHEFIPEMHARE.68
BIrsk#6.0% °

Year ended 31 December

BEt-A=t+-HLEE

2014
—Z-nmE
Gross Gross Change in
Gross profit  profit margin Gross profit profit margin
E] EF= E7 EH=
RMB'000 % RMB'000 %
ARBT BAOk ARETT Antt
(approximate) (approximate) (approximate)
(#B4) (BE49) (BE4)
Communication system BERR 168,670 121 159,087 15.2 6.0
Signal transmission and EREERERER
connectivity products 102,734 14.6 198,956 11.9 (48.4)
Total 15t 271,404 12.9 358,043 13.2 (24.2)

The gross profit margin declined to approximately 12.9% for the year
ended 31 December 2014 from approximately 13.2% for the year ended
31 December 2013. The decrease was mainly attributable to the declined
gross profit margin from the communication system segment, especially
the terminal products and the products and services provided to the three
telecommunication operators due to the fierce competition in 2014.
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Management Discussion & Analysis (Continued)
BEEFWE DN (E)

FINANCIAL REVIEW (Continued)

Other Income and Gains

The Group recorded other income and gains of approximately RMB23.6
million for the year ended 31 December 2014, including, among others
(i) approximately RMB4.9 million from the government grants released
during the year, (ii) approximately RMB2.9 million from the bank and
other interest income; (iii) approximately RMB10.2 million from the
guarantee fee charged to Jia Ya Developments Limited and its subsidiaries
according to the cross guarantee agreement between the Group and
Jia Ya Developments Limited and its subsidiaries approved by the
independent Shareholders on 26 November 2013 after the completion
of the disposal of Sumptuous Wealth; and (iv) the gains on disposals of
interests of subsidiaries of the Group of approximately RMB1.8 million.

Selling and Distribution Expenses

The selling and distribution expenses decreased by approximately
RMB69.2 million for the year ended 31 December 2014, or approximately
62.4%, as compared with that for the year ended 31 December
2013, mainly attributable to the significant decrease in transportation
expenses, staff cost, entertainment expenses and office expenses in signal
transmission and connectivity products segment as a result of the disposal
of Sumptuous Wealth.

Administrative Expenses

The administrative expenses decreased by approximately RMB73.4 million
for the year ended 31 December 2014, or approximately 47.4%, as
compared with that for the year ended 31 December 2013, which was
mainly due to, among others, the disposal of Sumptuous Wealth.

R&D Expenses

The R&D expenses decreased by approximately RMB60.0 million for the
year ended 31 December 2014, or approximately 64.7%, as compared
with that for the year ended 31 December 2013. The decline was primarily
attributable to the decrease in staff costs, depreciation costs, material
costs, and other expenses from signal transmission and connectivity
products segment as a result of the disposal of Sumptuous Wealth.
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FINANCIAL REVIEW (Continued)

Other Expenses

Other expenses of the Group amounted to approximately RMB22.7
million, which was mainly attributable to (i) the impairment loss of
approximately RMB15.7 million recognised in respect of property, plant
and equipment in B8 TEAKEFAR A A (Weihai Honglin Electronic
Co., Ltd, “Weihai Electronic”) and in Mm@zl B AR A 7
("Huizhou Honglin Communication Co., Ltd., “Huizhou Communication”,
which was disposed of by the Group on 27 May 2014); (ii) impairment
loss of approximately RMB3.8 million recognised in respect of trade and
other receivables; and (iii) impairment loss of approximately RMB1.9
million recognised in respect of intangible assets.

Finance Costs

The finance costs decreased by approximately RMB97.9 million for the
year ended 31 December 2014, or approximately 65.0%, as compared
with that for the year ended 31 December 2013, which was mainly
attributable to (i) the decrease in bank interest expenses of approximately
RMB25.0 million as a result of the disposal of Sumptuous Wealth and
repayment of bank borrowings during the year; (i) the nominal interest
expense of approximately RMB82.2 million incurred by the Group due to
early redemption of the promissory note issued by the Company to Mr.
Chi Shaolin (“Mr. Chi”) on 31 January 2013 as a result of the disposal of
the Sumptuous Wealth in 2013, while no such expenses were recorded
in 2014 since the promissory note was settled on 26 November 2013 to
offset the consideration of the disposal of Sumptuous Wealth; and (iii)
the increase in guarantee fee of approximately RMB8.0 million charged
by Jia Ya Developments Limited and its subsidiaries according to the
cross guarantee agreement between the Group and Jia Ya Developments
Limited and its subsidiaries which was approved by the independent
Shareholders on 26 November 2013 after completion of the disposal of
Sumptuous Wealth.

Income Tax Expense

The Group incurred income tax expense of approximately RMB16.1 million
for the year ended 31 December 2014 primarily due to the current PRC
Enterprise Income Tax expense and Hong Kong Profits Tax occurred from
the communication system segment. Overall, the Group's effective tax
rate for the year ended 31 December 2014 was 25.22%, compared with
-16.15% for the year ended 31 December 2013.
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Management Discussion & Analysis (Continued)
EEENREDT(E)

FINANCIAL REVIEW (Continued)

Profit for the Year

The Group’s net profit amounted to approximately RMB47.8 million for
the year ended 31 December 2014 as compared with the net loss of
approximately RMB180.2 million for the year ended 31 December 2013,
which was mainly attributable to (i) the profit from the communication
system segment of the Group; (i) the fact that the Group has disposed of
most of its loss-making businesses during the second half of 2013; and
(iii) the strategies of the Group of allocating resources towards businesses
with stronger profitability and seeking business restructuring and industrial
upgrade began to take effect. Since the second half of 2014, the Group
has been gradually transforming its operation model to R&D and sales
and marketing oriented with a view to create more profit and enhance
the value of the Company for the Shareholders. Communication system
products and services recorded a net profit of approximately RMB77.1
million for the year ended 31 December 2014 after deducting the
costs of approximately RMB11.0 million composed of depreciation and
amortisation of the valuation premium during the Rosy Sun Acquisition
and the signal transmission and connectivity products recorded a loss
of approximately RMB29.3 million, including the impairment loss of
approximately RMB10.4 million in respect of wire and cable equipment
due to the lowering profitability.

Liquidity and Financial Resources

The Group continues to implement prudent financial management
policies and maintains a reasonable gearing ratio during its operation.
As at 31 December 2014, the Group’s gearing ratio (measured by total
short-term borrowings as a percentage of total assets of the Group) was
approximately 20.1% (31 December 2013: approximately 25.9%).

As at 31 December 2014, the total interest-bearing bank and other
borrowings of the Group amounted to approximately RMB489.4 million
(31 December 2013: approximately RMB625.2 million). These loans carried
interests at floating or fixed rates. Out of the total interest-bearing bank
and other borrowings of approximately RMB489.4 million, approximately
RMB134.9 million was secured loans.

The decrease in interest-bearing bank and other borrowings of
approximately RMB135.8 million was mainly attributable to the Group not
renewing some bank borrowings upon their maturity.

As at 31 December 2014, the Group pledged its land use right, buildings

and bank deposits to banks to secure the bank loans of the Group and
obtain general banking facilities for the Group.
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FINANCIAL REVIEW (Continued)

Liquidity and Financial Resources (Continued)

Save as aforesaid or as otherwise disclosed in this report, and apart from
intragroup liabilities, the Company did not have any outstanding loan
capital issued and outstanding or agreed to be issued, bank overdrafts,
loans or other similar indebtednesses, liabilities under acceptances or
acceptable credits, debentures, mortgages, charges, hire purchases
commitments, guarantees or other material contingent liabilities as at the
close of business on 31 December 2014.

The Directors have confirmed that, there has been no material change
in the indebtednesses and contingent liabilities of the Group since 31
December 2014 to the date of this report.

Foreign Currency Risk

As certain of the Group's trade and other receivables, pledged deposits,
cash and cash equivalents, trade and other payables and bank borrowings
are denominated in foreign currency, exposure to exchange rate
fluctuation arises. The Group has the relevant policy to monitor the risk
associated with the fluctuation of foreign currency and control such risk,
if necessary.

Working Capital

Inventories balance as at 31 December 2014 was approximately
RMB145.4 million (31 December 2013: approximately RMB125.8 million).
The average turnover days for inventories dropped to 28 days as at 31
December 2014 (31 December 2013: 36 days) mainly due to the relatively
high inventory turnover rate of the communication system business.

Trade and bills receivables balance as at 31 December 2014 was
approximately RMB1,260.9 million (31 December 2013: approximately
RMB1,201.4 million). The increase in trade and bills receivables balance
was mainly due to the increase in sales and business scope in the
communication system segment. The average turnover days for trade and
bills receivables increased to 215 days (31 December 2013: 172 days)
mainly due to the rising proportion of sales from communication system
segment with relatively long credit period. As at 31 December 2014,
approximately 64.8% of our trade and bills receivables was aged within
three months.
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Management Discussion & Analysis (Continued)
EEENREDT(E)

FINANCIAL REVIEW (Continued)

Working Capital (Continued)

Trade and bills payables balance as at 31 December 2014 was
approximately RMB867.0 million (31 December 2013: approximately
RMB704.2 million). The increase in trade and bills payables balance
was mainly due to the increase in purchases and business scope of the
communication system segment. The average turnover days for trade
and bills payables increased to 158 days as at 31 December 2014 (31
December 2013: 107 days), the increase in turnover days was mainly due
to the rising proportion of purchase from communication system segment
which was outsourcing produced and had relatively long payable credit
period.

The Group's cash conversion cycle for the year ended 31 December 2014
was 85 days as compared with 101 days for the year ended 31 December
2013.

Cash Flows

For the year ended 31 December 2014, the net cash from operating
activities for the year ended 31 December 2014 increased to
approximately RMB250.3 million from approximately RMB85.8 million
for the year ended 31 December 2013. The improvement on operating
cash flows condition was primarily due to the increase in total revenue,
which was partially offset by the decrease in business scale of the signal
transmission and connectivity caused by the disposal of Sumptuous
Wealth.

The net cash used in investing activities for the year ended 31 December
2014 of approximately RMB8.0 million was primarily attributable to the
investments in property, plant and equipment in Weihai, Dezhou and
Huizhou bases, and land use right in Weihai base, which was partially
offset by the proceeds from disposal of subsidiaries of the Group.

The net cash used in financing activities for the year ended 31 December
2014 amounted to approximately RMB135.0 million, which was primarily
attributable to the repayment of bank and other borrowings.

Capital Expenditures

For the year ended 31 December 2014, the Group incurred total capital
expenditures of approximately RMB37.2 million in the purchase of
intangible assets and property, plant and equipment.
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FINANCIAL REVIEW (Continued)

Capital Commitments

As at 31 December 2014, the Group had capital commitments of
approximately RMB7.9 million in respect of acquisition of property,
plant and equipment. As at 31 December 2013, the Group had capital
commitments of approximately RMB25.8 million in respect of acquisition
of property, plant and equipment.

Contingent Liabilities

As at 31 December 2014, the Group had contingent liabilities of
approximately RMB385.5 million (31 December 2013: RMB403.2 million)
arising from the guarantees on banking facilities provided to related
companies.

A subsidiary of the Group is currently a defendant in a lawsuit in relation
to a commissioned development contract in software of handset. Since
the litigation is likely to continue for a considerable period of time and the
Board believes that the outcome of this claim cannot be reliably estimated,
only the related legal and other costs have been provided.

The Group underwent several intragroup reorganisations in the current
year, which included splitting and transfers of subsidiaries within
the Group. The Group has filed the intragroup reorganisations, if
required, with the relevant tax authorities. However, those intragroup
reorganisations may be subject to further investigations if initiated and
requested by the tax authorities. The directors of the Company believe
that the taxes arising from those intragroup reorganisations have been
properly dealt with and provided for in the financial statements for the
current year. Given the complexity of relevant tax laws and regulations
and the diversified practice of respective tax authorities, the directors of
the Company consider that the existence of any additional tax obligation
arising from those intragroup reorganisations cannot be confirmed
until completion of such further investigation, if any, and/or issuance of
any written notice by respective tax authorities. Therefore, the possible
obligation of such additional tax has not been provided for.

— = —PUFEF 3R Annual Report 2014

Management Discussion & Analysis (Continued)
EEENRED(E)

Bt Bl B8 ()

BAREE

R-ZE—ME+=-A=+—08  AEBEHREEDE
WERBENERRENAAREIIBET - N
T—=F+-A=+—0  AEEHBRKEDE
B KRB E AAE A AR5 8EETT -

ZAREE

RZZE—MF+_A=+—08  AEBAXREELY
ARKISSSEB L (—E—=F+—A=+—H: A
REEA032EE L) - FRBIEH FRAE AR 2 RITE
BRTEZIER ©

BRIANEE —RNEAR A —RPRTFHREMZRIER
XERZ RS - ARFRRAIESHTEERE
B EEGRERPRIERBARSEME - BULE
FAABRE R R EAD A ANETH R B

REENAFEETTZREERNNER  BREEAE
RN = PNGI PR YN T $‘§IEI‘TIE@%’{%
REREEANFEHEMBERE) - HEZEN
MANBERREER ZZ%%@W*B%@T ERRE
—HWHEE - ARFEFHEREANBEEELNHR
BEAEAFEMERER AL RERIENFHERE - AR
HERB AR LAREN - MESRBEROMES
BERR - AAREERA/TEREREFERZEE
BEARMEBEELNTARIBET  EEZFTE—
FREWMA) TR, FAEEREEREHEFNER
BANRLE o Btk - WRFRZF A e P R REINAIRE
EatEesee -

BLMRHE: SEE AR 2 7 HL Technology Group Limited

21



Management Discussion & Analysis (Continued)
BEENWR W (E)

FINANCIAL REVIEW (Continued)

Employees

As at 31 December 2014, the subsidiaries of the Group had a total of 2,717
staff, of which 971 were direct employees (31 December 2013: 1,841)
and 1,055 were contract workers (31 December 2013: 1,186). As at 31
December 2014, the Group also had 691 part time interns (31 December
2013: 881). All contract workers and part time interns were mainly
deployed in production. The breakdown of direct employees of the Group
as at 31 December 2014 and 2013 is as follows:

Manufacturing by

Sales and marketing HERTISHER
General and administration —M R ATER
Research and development e

Quality and control B

Total st

B Bl B8 ()

==

RZZE—MFE+=—A=+—H A&EBE&EHE2,717
ZEBT  EPI7IZALSEEREE(ZZ—=F
+=ZA=+—H:1841%)R%1,0558A6HET(=
T—ZF+-A=+—8:1,186%) - R -_ZT—N%F
TZA=+—H  AEENFNERBEFRE T (=
T—=F+=-A=+—H:881%) - TEAHNET
LEBEZEIVNIZAELE -ASBCEERES
RZE—NFER-_T—=F+ A =+—H/BEHAWD
T~

As at As at

31 December 31 December
2014
R-Z—IF
=

242 584

305 506

222 389

124 221

78 141

971 1,841

The significant decrease in the numbers of employees as at 31 December
2014 as compared with that as at 31 December 2013 was mainly due to
the fact that the Group laid off certain staff as the Group redressed its
business strategy and gradually transformed its operation model to R&D
and sales and marketing oriented.

Compensation policy of the Group is determined by evaluating individual
performance of the employees.
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FINANCIAL REVIEW (Continued)

Use of Proceeds Raised from the Global Offering

The net proceeds raised from the global offering of the Company (the
"Global Offering”), after deducting the relevant costs were approximately
HK$470.3 million (equivalent to approximately RMB400.7 million) (the
“IPO Proceeds”).

Up to 21 February 2014, the Company had utilised approximately

Management Discussion & Analysis (Continued)
BEEFWE N (E)

MO B (@)
PRBEEEFMESREZAE

ARRZ 2HBE([2REBE |) G REFREN
B ARBIR A 454703 F BB T HE R KA R
400.7E ) ([ B R ABREMEZRE]) -

BHE-Z-NF-_A-+—0 AREIZLREALRF

RMB332.1 million of the IPO Proceeds in line with the disclosure in the
prospectus of the Company, details of which are tabulated below:

Intended use disclosed
in the Prospectus

Expanding production capacity of BRI AERNERE
existing products

Development and production of B N EEFTE M
new products

Research and development HEERE
investments

General working capital and other ~ —fR&EE S REM
general corporate purposes —MEERSE

Total st

EREERFLNRESRE
MAREE3321887T

Amount of
IPO Proceeds
allocated as
provided

in the
Prospectus
HBIRER
S|z ER
AEREMSE
MIEDEREE
RMB million
(approximate)
ARBHEET
(149)

Utilised
amount

EERALEH
RMB million
(approximate)
AREBEET
(BE4D)

N

BRI

FEEPTIS IR

Unutilised
amount

REFAEE
RMB million
(approximate)
AREBET
(E49)

160.3 117.0 433
176.3 151.0 253
24.0 24.0 -
40.1 40.1 -
400.7 332.1 68.6
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Management Discussion & Analysis (Continued)
EEENREDT(E)

FINANCIAL REVIEW (Continued)

Use of Proceeds Raised from the Global Offering (Continued)
The total balance of the unutilised IPO Proceeds was approximately
RMB68.6 million as at 21 February 2014, all of which was originally
intended to be used in expanding the production capacity of the Group
and the development and production of new products of the Group
in its Chongqging and Wuhan bases. In light of, among other things, (i)
the disposal of EUEMAMEFHERAEF (Wuhan Honglin Electronic
Co., Ltd.*, details of which are set out in the announcement of the
Company dated 27 September 2013); (ii) the completion of the disposal
of Sumptuous Wealth; and (iii) the disposal of & Z B EHEIR A A
(Wuhan Honglin Technology Co., Ltd.*, “Wuhan Technology”, details of
which are set out in the announcement of the Company dated 10 January
2014), the businesses of the Group in Chongging and Wuhan together
with the investment in their production bases have been disposed of
due to the unfavorable operation environment in their business scope
and their performance in recent years. In view of aforesaid changes,
the Board considers that it is necessary to adjust the proposed use of
the unutilised IPO Proceeds of approximately RMB68.6 million to the
expansion of the domestic and international markets on the Group’s
products lines of the signal transmission and connectivity products,
R&D investments in the Group’s signal transmission and connectivity
products and general working capital, since the IPO Proceeds originally
allocated to R&D investments and general working capital have been
fully utilised. The Board reckons the need for increasing investments in
R&D having considered the current business profile of the Group and the
industry trend, and the newly allocated IPO Proceeds can also serve as the
supplement to the general working capital of the Group and mitigate the
financing pressure on the Group.

Details of the change in use of IPO proceeds have been set out in the
announcement dated 21 February 2014 published by the Company.

* The English names are for identification purpose only
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FINANCIAL REVIEW (Continued)

Use of Proceeds Raised from the Global Offering (Continued)
The new intended use of the IPO Proceeds revised according to the
announcement dated 21 February 2014 and the accumulated expenses
for the period from 21 February 2014 to 31 December 2014 is as follows:

New intended use

HEE AR

Expansion of domestic and international markets on
the Group's original products

Research and development investments

General working capital and other general corporate
purposes

MERE

Total 4T

Management Discussion & Analysis (Continued)
BEEFWE N (E)

B B B ()
PRBEEEMESREZAEE)
BEBHA-ZE—NEF A+ —ANAELETHN
BRARBEMESRETB RS UEA-T—MN
F_AZ+—BHRBRE_ZE—NMF+-A=+—HIH
BESES S NN

Accumulated use of proceeds
PRI RIER RET AR
Estimated Accumulated
amount Expenses
e A RETBI%
RMB(million) RMB(million)
AR®(BET) ARB(EST)

RRAKBERBERBARBEIINTS

—REEES RAM—REXAE

13.6 13.6
20.0 20.0
35.0 35.0
68.6 68.6

As at 31 December 2014, all the IPO Proceeds have been fully used up
according to the prospectus of the Company and the announcement
dated 21 February 2014 published by the Company.

DISPOSAL OF WUHAN TECHNOLOGY

On 10 January 2014, Weihai Electronic, an indirect wholly-owned
subsidiary of the Company, entered into a disposal agreement with,
among others, FUET K FTEL A &M AR A T(Wuhan Yaguang
Xinmin Fire Prevention Decoration Materials Co., Ltd.*, “Wuhan Yaguang
Xinmin™). Pursuant to this disposal agreement, Weihai Electronic agreed to
dispose of and Wuhan Yaguang Xinmin agreed to purchase 10% equity
interest in Wuhan Technology at the consideration of RMB5,201,729.34
(equivalent to approximately HK$6.2 million). In this disposal agreement,
LB Hr B R R A BR A F) (Hubei Kangpusi Medical Technology Co.,
Ltd.*, “Hubei Kangpusi”) served as the guarantor to Wuhan Yaguang
Xinmin.

On the same day, Weihai Electronic entered into another disposal
agreement with, among others, Hubei Kangpusi. Pursuant to this
disposal agreement, Weihai Electronic agreed to dispose of and Hubei
Kangpusi agreed to purchase 90% equity interest in Wuhan Technology
at the consideration of RMB46,815,564.09 (equivalent to approximately
HK$56.2 million). In this disposal agreement, Wuhan Yaguang Xinmin
served as the guarantor to Hubei Kangpusi.

* The English names are for identification purpose only
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Management Discussion & Analysis (Continued)
BEEFWE DN (E)

DISPOSAL OF WUHAN TECHNOLOGY (Continued)

Wuhan Technology is a company established in the PRC with limited
liability by Weihai Electronic on 24 February 2011. It had not commenced
business operation and did not generate any revenue since its
establishment up to the date of the disposal agreements.

Details of the disposal of Wuhan Technology have been set out in the
announcement dated 10 January 2014 published by the Company.

DISPOSAL OF RITUO TECHNOLOGY

On 25 April 2014, ZINEEHEZE AR A7) (Dezhou lincheng Electronic
Co., Ltd.*, “"Dezhou Jincheng”, an indirect wholly-owned subsidiary of
the Company) entered into a disposal agreement with g8 T RSB
MEEBR A B (Weihai Dongchen Plastics New Materials Co., Ltd.*), which
is a third party to the Company as at the date of the disposal, to dispose
of the total equity interests in X)£M BmEHL AR A (Tianjin Rituo
High Technology Co., Ltd.*, “Rituo Technology”) at a nil consideration
which was determined by considering the net assets of Rituo Technology
evaluated by an independent valuer.

The disposal does not constitute a discloseable transaction according
to Chapter 14 or a connected transaction according to Chapter 14A of
the Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”).

DISPOSAL OF HUIZHOU COMMUNICATION

On 27 May 2014, U MRAERERIEBR AR (Weihai Mingbo
Wire & Cable Technology Co., Ltd.*, “Weihai Mingbo”) entered into a
disposal agreement with B BSR4 7 IREGR A A (Weihai Pengwei
Labor Dispatchment Co., Ltd.*, “Weihai Pengwei”) to dispose of the
entire equity interests in Huizhou Communication to Weihai Pengwei,
an independent third party, at a cash consideration of RMB8,009,000
(equivalent to approximately HK$9.6 million) which was determined by
considering the net assets of Huizhou Communication evaluated by an
independent valuer. The Board considers this disposal will increase the
liquidity of the Group.

The disposal does not constitute a discloseable transaction according to
Chapter 14 or a connected transaction according to Chapter 14A of the
Listing Rules.

* The English names are for identification purpose only
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CONNECTED TRANSACTION — DISPOSAL OF 20%
EQUITY INTERESTS IN DEZHOU JINCHENG

On 27 June 2014, Weihai Electronic entered into a sale and purchase
agreement for the sale and purchase of 20% equity interest in Dezhou
Jincheng with BV RKECEE S HRABR AR (Weihai Tiancheng
Economic Information Consultancy Co., Ltd.*, “Weihai Tiancheng”) at
a cash consideration of RMB10,000,000 (equivalent to approximately
HK$12.0 million) (the “S&P Agreement”).

Dezhou Jincheng is a company established in the PRC with limited liability
by Weihai Electronic as its directly wholly-owned subsidiary on 25 January
2013 and mainly engaged in the development, consultancy and service of
electronic and information technology and related products, production
and sale of automotive electronic equipment and harness.

Weihai Tiancheng is ultimately and wholly-owned by Mr. Li Jianming
("Mr. Li”) and his family member. Mr. Li was an executive Director within
the preceding 12 months of the date of the S&P Agreement. Weihai
Tiancheng is therefore regarded as an associate of Mr. Li, and therefore
a connected person of the Group, according to Chapter 14A of the
Listing Rules. The transaction contemplated under the S&P Agreement
is a connected transaction of the Company and is subject to reporting
and announcement requirements but exempted from independent
shareholder’s approval.

Details of such disposal of 20% equity interest in Dezhou Jincheng have
been set out in the announcements dated 27 June 2014 and 30 June
2014 published by the Company.

* The English names are for identification purpose only
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Management Discussion & Analysis (Continued)
EEENREDT(E)

CHANGE IN SHAREHOLDING OF CHENLIN
INTERNATIONAL

On 8 April 2014, Chenlin International Joint Stock Company Limited
(“Chenlin International”, a company whose entire issued share capital
is owned by Mr. Chi), a then controlling shareholder of the Company,
informed the Board that it entered into a placing agreement, after trading
hours, on 8 April 2014 with Astrum Capital Management Limited (the
"Placing Agent”), pursuant to which Chenlin International agreed to
sell, and the Placing Agent agreed to, on a best effort basis, procure not
less than six placees, each of whom shall be independent of and not
connected with the Company or any of its connected persons, to acquire
a maximum of 197,283,839 shares in the total issued share capital of
the Company at the placing price of HK$0.82 per share (the “Placing”).
The Placing was completed on 14 April 2014, and 107,283,000 shares
(representing approximately 14.9% of the total issued share capital of
the Company) had been placed. Chenlin International was interested in
approximately 26.0% of the total issued share capital of the Company
after the completion of the Placing.

The Board has been informed by Chenlin International on 5 June 2014,
after trading hours, it entered into a sale and purchase agreement to
dispose of 90,000,000 shares of the Company, representing 12.5% of the
total issued share capital of the Company, to Castle Gate Ventures Limited
("Castle Gate"), the entire issued share capital of which is owned by Mr.
Cheng Wen (who is an executive Director and the vice chief executive
officer ("CEQ") of the Company), at the consideration of HK$73,800,000
(i.e. HK$0.82 per share of the Company). Immediately following
completion of the above transaction, the shareholding of the Company
held by Chenlin International decreased to approximately 13.5% and
Castle Gate has become a substantial shareholder of the Company
holding 12.5% of the total issued share capital of the Company.

Further details of the Change in Shareholding of Chenlin International

have been set out in the announcements of the Company dated 8 April
2014, 14 April 2014 and 5 June 2014, respectively.
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CONTINUING CONNECTED TRANSACTIONS

In order to continue certain intragroup transactions between the Group on
one hand, and Jia Ya Developments Limited and its subsidiaries (including
Abundant Wit Limited, Sumptuous Wealth, Greatest Group Limited, E/&
M MERERI AR A ") (Weihai Hongbo Wire & Cable Technology Co.,
Ltd.*), BHELHE T AR A7) (Changshu Honglin Electronic Co., Ltd.*),
Honglin Technology Co., Ltd., M 5AMEHS B BR A 7] (Huizhou Honglin
Technology Co., Ltd.*), EETLHEHEFBR A F] (Chongging Honglin
Technology Co., Ltd.*), EETMEREBR AR (Chongging Linbo
Investment Co., Ltd.*), J&YIT bR AR A & (Shenzhen Honglin
Communication Technology Co., Ltd.*), & MLME THR A7 (Dezhou
Honglin Electronic Co., Ltd.*, “Dezhou Electronic”), & &l kERE A
R 72 A] (Changshu Honglin Connecting-Technology Co., Ltd.*), Chenhong
International Limited, Hongxin International Limited and & 245, ME 4
BEAR AT (Changshu Honglin Wire & Cable Co., Ltd.*, “Changshu
Cable”) (the “Jia Ya Group”) on the other hand after the completion of
the disposal of the Sumptuous Wealth, on 10 October 2014 (after trading
hours), certain members of the Group (including Weihai Mingbo, Weihai
Electronic, BB RMEER AR AR 27 (Weihai JinYuan Mingye
Property Development Co., Ltd.*), Dezhou Jincheng, X EZ$RH M EHT/TE
BERAFR AT (Tianjin Jincheng Hanisi Automotive Electronics Co., Ltd.*),
New Postcom Technology Co., Ltd. and L5 B8 @{E R EB R A A
(Shenyang New Postcom Co., Ltd.) (the “HL Group”) and the Jia Ya Group
entered into the following agreements (the “New CCT Agreements”) (the
“New CCT"):

(i) the new master sale agreement, pursuant to which HL Group will
continue to sell cable, power cord and relevant components to Jia
Ya Group;

(i) the new master purchase agreement, pursuant to which HL Group
will continue to purchase external and internal signal cable assembly
from Jia Ya Group;

(i) the new cross guarantee agreement, pursuant to which HL Group
and Jia Ya Group will continue to provide reciprocal guarantee on
banking facilities of each other;

(iv)  the new commission agreement, pursuant to which Honglin
Technology Co., Ltd., will continue to act as an agent for trading
certain products of Weihai Electronic in Taiwan; and

(v)  the new tenancy and utility services agreement, pursuant to which
Dezhou Electronic will continue to lease property and provide
relevant utility services to Dezhou Jincheng.

All the above New CCT Agreements will be valid for the period
commencing from 1 January 2015, or the date on which all conditions
precedent to the relevant New CCT Agreements have been fulfilled
(whichever is later), to 31 December 2015.

* The English names are for identification purpose only
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Management Discussion & Analysis (Continued)
BEENWR W (E)

CONTINUING CONNECTED TRANSACTIONS (Continued)
Proposed Caps

The following table sets out the proposed caps of the New CCT (the
"Proposed Caps”) for the financial year ending 31 December 2015 under

their corresponding New CCT Agreements:

BEREXRS (&)

EELR
TR#EINBE-_E—RFT+-_A=+—BIHEE
B SRR ERER S B T TR ERER S
Mz FIR (TR LR ) -

For the
financial

year ending
31 December
2015
BZE—Z—58fF
t=A=+-A

FiTHERERS IETBEFE

(RMB'000)
(AR¥ETFIT)

A.  Sales of cable, power cord and relevant components A. $5EELE « ERGEREPSHT 180,000
to Jia Ya Group EHEE (800)
(Relevant fee for using supplier codes held by Jia Ya (B fFE T EE R E ARG &)

Group)

B.  Supply of finished external and internal signal cable  B.  {EHE&E B HtEIME K NIZEE5EE 110,000
assembly by Jia Ya Group RE b e (1,100)
(Relevant fee for using supplier codes held by HL (12 3 55 [ L FE P s 0 I 4B B )

Group)
C.  Reciprocally guarantee on banking facilities C.  HRITMEMEER
C.1 (a) Guarantee provided by HL Group to C1 (a) BOREEREREEBERE 570,000
Jia Ya Group (excluding Exempted R (BRI E R
Financial Assistance) BRHN)
(b) Guarantee fee charged by HL Group (b) BAHEERERERE 13,680
C.2 (a) Guarantee provided by Jia Ya Group to C2 (a) fEFESEBERIRERERE 740,000
HL Group (excluding Exempted R (EER RIS E B
Financial Assistance) BRAN)
(b) Guarantee fee charged by Jia Ya Group (b) (EFEEREAERE 14,208

D.  Provision of trading services to Weihai Electronic D. MESETIREESRE 3,000

E.  Lease of property and the provision of relevant utility E.  ¥%fE RIEHBAREARRET 4,500
services to Dezhou Jincheng =N SR

30  HL Technology Group Limited 3R EEAR 2 7
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CONTINUING CONNECTED TRANSACTIONS (Continued)
Proposed Caps (Continued)

Mr. Chi is the controlling shareholder of Jia Ya Group (except Changshu
Cable) whilst Mr. Jiang Taike (“Mr. Jiang”) (a person who was a director
of the Company in the 12 months preceding the date of the New
CCT Agreements) is the controlling shareholder of Changshu Cable.
Accordingly, Mr. Chi, Mr. Jiang and each member of Jia Ya Group are
considered to be connected persons of the Company as at the date
of the New CCT Agreements under Chapter 14A of the Listing Rules.
The entering into the New CCT Agreements and the transactions
contemplated thereunder constitute continuing connected transactions of
the Company under Chapter 14A of the Listing Rules.

The non-exempted New CCT (i.e. New CCT falling within the categories
of (i) sales of cable, power cord and relevant components to Jia Ya Group;
(i) supply of finished external and internal signal cable assembly by Jia
Ya Group; and (iii) provision of cross guarantee on banking facilities) are
subject to reporting, announcement, annual review and the independent
shareholders’ approval requirements under Rule 14A.76(2) of the Listing
Rules as the respective applicable percentage ratios under the Listing Rules
exceed 5% and the corresponding Proposed Caps exceed HK$10 million.

The exempted New CCT (i.e. New CCT falling within the categories of
(i) provision of trading services to Weihai Electronic; and (ii) the lease of
property and provision of relevant utility services to Dezhou Jincheng) are
subject to the reporting, announcement and annual review requirements
but are exempt from the independent shareholders’ approval requirements
under Rule 14A.76(1) of the Listing Rules as all applicable percentage
ratios under the Listing Rules are less than 25% and the corresponding
Proposed Caps are less than HK$10 million.

An extraordinary general meeting was held on 17 November 2014 and
all non-exempted New CCT have been approved by the independent
Shareholders.

Details of the New CCT have been set out in the announcement dated 10

October 2014, and the circular dated 31 October 2014 published by the
Company.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EERSRERERE

DIRECTORS AND SENIOR MANAGEMENT

Executive Directors

Mr. Chi Shaolin GZ4>#) ("Mr. Chi”), aged 43, is the chairman of the
Board, executive Director and CEO of the Company, and is in charge
of the overall strategic planning, business planning and responsible
for decision making in all material matters of the Group. Mr. Chi was
appointed as Director on 16 November 2007.

Mr. Chi joined the Group in November 1997 and is a founder of the
Group. Mr. Chi is a director of certain subsidiaries of the Company. Mr.
Chi'is also the chairman of the nomination committee of the Company (the
“Nomination Committee”).

Mr. Chi has over 19 years of experience in the electronics industry gained
in the Group and in his previous employment. Prior to joining the Group,
Mr. Chi worked as the production manager of BILEF (F)8) GRA
A (Shengshan Electronics (Weihai) Company Limited*) from March 1995
to October 1997.

Mr. Chi was a representative to the 12th Session of Weihai Committee of
the Chinese People’s Political Consultative Conference Committee (47
ARBUAHHEHEETE T -EZE€) and has been awarded many
awards or recognitions by the government of Weihai City, Shandong
Province, China Commerce Association (FREI B3 17%€) and certain other
organisations, including “Outstanding Young Entrepreneur of Weihai
City" (B/BETEFFTENLERK), "Self-innovation Award for the Most
Influential Person of Weihai City for the Economic Year” (B8 &x A2
NEEFEZ AN B EAIFEE), “Award for Entrepreneur Operating a Key
Enterprise in the Weihai Economic and Technology Development Area”
(BB BRREE SRR ELEERIES), and "Model for the Labor
of Weihai Economic and Technological Development Zone"” (&8 4% 5+
T 5A 3 (= 45 Bh1EE0) during the period from April 2008 to May 2010. In
May 2010, Mr. Chi was also awarded the “Outstanding Entrepreneurs of
Shandong Province (the 18th Series)” (F+/\JEILEREAEBHF L ER).

*  The English name is for identification purpose only
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Biographical Details of Directors and Senior Management (Continued)

DIRECTORS AND SENIOR MANAGEMENT (Continued)
Executive Directors (Continued)

Mr. Cheng Wen (f2X) (“Mr. Cheng”), aged 47, is an executive Director
and vice CEO of the Company. Mr. Cheng is in charge of overall financial
management, investing management, risk controls and internal controls
of the Group. He joined Rosy Sun Group in March 2012. Rosy Sun
Group has become part of the Group following completion of Rosy Sun
Acquisition by the Group on 31 January 2013.

Mr. Cheng was appointed as Director and vice CEO of the Company
on 16 November 2013. Mr. Cheng is also a director and CEO of
certain subsidiaries of the Company. Mr. Cheng graduated in Fuzhou
University (f&J11K£2) in June 1989 with a bachelor degree of engineering
management. He obtained a doctor degree in corporate management in
June 2004 in Sun Yat-Sen University (FF L A Z2).

Mr. Cheng has over 20 years of experiences in corporate management.
Throughout his career, he worked in, among others, 1 BlZ & $R17(RYI 5
77) (China Construction Bank (Shenzhen Branch)*), FB{Z:ZEEEER
7] (China Cinda Asset Management Co., Ltd.*), F B3R 7(% 3115 7T)(Bank
of China (Shenzhen Branch)*). Mr. Cheng was the financial controller of
EYIB Y E FE BB A A (Shenzhen Languang Electronic Group Co.,
Ltd.*) from July 2004 to October 2005, principally responsible for financial
management, fund raising and assets management. He joined /& ¥I|E &
B 1 B R A 8] (Shenzhen Zowee Technology Co., Ltd.*) in October
2007, and had acted as the financial controller, vice general manager
and a director until June 2010, responsible for the company’s financial
management, fund raising and the initial public offer of the company. In
May 2011, Mr. Cheng found JRIIZEIRFE LAIXIEEER X (BERE
%) (Shenzhen JianYin NanShan Capital Investment Corporation (Limited
Partnership)*), which is principally engaged in venture capital investment
in the field of high-new technology. Mr. Cheng was appointed as an
independent non-executive director and a member of certain committees
of Finsoft Corporation (Stock Code: 8018) on 23 March 2015.

Mr. Lu Chengye (B %) (“Mr. Lu”), aged 37, is an executive Director,
vice CEO and a member of the compensation and benefits committee of
the Company (the “C&B Committee”). Mr Lu is in charge of the overall
strategic planning, business planning and decision making in all material
matters of communication system segment. Mr. Lu joined the Rosy Sun
Group as a general manager of the Mainland subsidiary of the Rosy Sun
Group in May 2012. Mr. Lu was appointed as Director on 29 May 2013
and was promoted as vice CEO of the Company on 15 November 2013.

*  The English name is for identification purpose only
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Biographical Details of Directors and Senior Management (Continued)

ExReREEEREE (&)

DIRECTORS AND SENIOR MANAGEMENT (Continued)
Executive Directors (Continued)

Mr. Lu has over 14 years of experience in the communication industry
gained in the Group and in his previous employment. Before joining
the Group, Mr. Lu worked as a director of the science and research
department of base station software development in a renowned
mobile communication equipment company in the PRC from April 2002
to August 2008, mainly responsible for the design, development and
implementation of solution of communication base station software. From
August 2009 to May 2012, Mr. Lu had served as the general manager of
TD-SCDMA/TD-LTE production line of another prestigious communication
equipment and technology firm, mainly in charge of the establishment and
R&D works for projects of wireless base station and communication base
station equipments. Mr. Lu obtained his master degree of engineering
from Xidian University (F5% & T &H%ZA£Z) majoring in information and
communication engineering in March 2002. As an expert from TD-LTE
workgroup of the Ministry of Industry and Information Technology of
the People’s Republic of China (12 A R AFIE T M1 E4L5), Mr. Lu
is the inventor of 7 patented technologies in the communication sector
over the last 14 years, and has published several research papers on
communication topics in various journals.

Independent Non-executive Directors

Mr. Thomas Tam (“Mr. Tam") (formerly known as Tam Kwok Hing
(KB E)), aged 67, is an independent non-executive Director. He is
the chairman of the audit committee of the Company (the “Audit
Committee”), and a member of each of the Nomination Committee and
the C&B Committee. Mr. Tam was appointed as Director on 29 May
2013.

Mr. Tam is as a fellow member of the Hong Kong Institute of Certified
Public Accountants (then known as the Hong Kong Society of
Accountants) and was admitted in 1995.

Mr. Tam was founder of Tam Kwok Hing & Co., Certified Accountants
(now under the name Wongs & Tam, Certified Public Accountants),
a certified public accountants firm in Hong Kong set up in 1972 and
he is now a consultant of Wongs & Tam. Mr. Tam was admitted as an
associate of the Chartered Association of Certified Accountants in 1972
and a fellow member in 1980. He was also enrolled to practice before
the Internal Revenue Service of the United States of America since 1994.
Mr. Tam is currently an independent non-executive director of Sing Lee
Software (Group) Limited, a company listed on the Stock Exchange (Stock
code: 8076).
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Biographical Details of Directors and Senior Management (Continued)

DIRECTORS AND SENIOR MANAGEMENT (Continued)
Independent Non-executive Directors (Continued)

Mr. Pao Ping Wing (Ef&%&) (“Mr. Pao”), aged 67, is an independent
non-executive Director, a member of each of the Audit Committee and
the Nomination Committee. Mr. Pao was appointed as Director on 29
May 2013.

Mr. Pao obtained a master of science degree in human settlements
planning and development from Asian Institute of Technology in April
1980. He had been actively serving on government committees and
statutory bodies, including those relating to town planning, urban
renewal, public housing and environment matters over 20 years. He was
elected as one of the Ten Outstanding Young Persons of Hong Kong in
1982 and one of the Ten Outstanding Young Persons of the World in
1983. He has been appointed as a Non-official Justice of the Peace for
Hong Kong in 1987.

From 1987, Mr. Pao has been appointed as an independent non-executive
director of various companies listed on the Stock Exchange and has
extensive experiences in corporate governance. In particular, Mr. Pao has
also been an independent non-executive director of Oriental Press Group
Limited (Stock code: 18) since July 1987, UDL Holdings Limited (Stock
code: 620) since August 1997, Sing Lee Software (Group) Limited (Stock
code: 8076) since December 2003, Zhuzhou CSR Times Electric Co., Ltd.
(Stock code: 3898) since September 2005, New Environmental Energy
Holdings Limited (Stock code: 3989) since June 2006, Maoye International
Holdings Limited (Stock code: 848) since August 2007, Soundwill Holdings
Limited (Stock code: 878) since November 2009 and JC Group Holdings
Limited (Stock code: 8326) since January 2015, all of which are listed on
the Stock Exchange.
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Biographical Details of Directors and Senior Management (Continued)

ExReREEEREE (&)

DIRECTORS AND SENIOR MANAGEMENT (Continued)
Independent Non-executive Directors (Continued)

Ms. Zheng Lin (E8%#%) (“Ms. Zheng"”), aged 44, is an independent non-
executive Director. Ms. Zheng is also the chairman of the C&B Committee
and a member of the Audit Committee.

Ms. Zheng was appointed as an independent non-executive Director on
25 October 2010. Ms. Zheng is a practicing PRC lawyer and has been
working with LB ZFERERIEHFT (Shandong Tai Xiang Law Firm*)
since June 2013. Prior to that, she worked at the Fit@EF 2 7 (Welfare
Electronics Company*) located in the Economic and Technological
Development Zone of Weihai City, Shandong Province from October
1992 to May 1995, | B /B & M= E A5 (Weihai Airlines Services
Company Limited*) from June 1995 to June 2001, the |UIER KR FFEFE
R=E7%FT (Shandong Ying Liang Tai Ye Law Firm*) from August 2004 to
March 2008 and 1t REE{EEMIE5FT (Beijing Huatang Law Firm*) from
April 2008 to June 2013. She graduated from Shandong University (1L
BAKE2) in July 2004 after completing the online program in law and is
qualified to practice law in the PRC having passed the Chinese national
judicial examination in 2004. Ms. Zheng passed the National Securities
Qualifications Examination (Bl ZREHFEZ1%E ) in 2006 and is qualified
to serve as an independent non-executive director of companies listed in
the PRC.

Ms. Zheng is a member of China Zhi Gong Party (FEIZAE) and
a member of Weihai Committee of the Chinese People’s Political
Consultative Conference Committee (FEIARBIAIH@ZEZE®).
She has provided legal services to various government departments, listed
companies, state-owned enterprises and other entities, including [
FEREBEZ=WRMDAER AT (Shandong Zhengda Medical Equipment
Shares Co., Ltd.*), LB HE#AZ{HA 7] (Shandong Huali Electrical and
Mechanical Company*) + B 2 KB &7 F R 2 & (Lanxing Glass Company
Limited*) + ZERHIAHBR A A (Yiba Technology Company Limited*)
K EVEBEBAR AR (Weihaigong Group Company Limited*).

Details of the Directors’ interest in the Shares and underlying Shares which
fall to be disclosed under the provisions of Divisions 2 and 3 of Part XV of
the Securities and Futures Ordinance (“SFQ") are set out in the paragraph
headed "Directors’ and Chief Executives’ Interests and Short Positions in
Shares and Underlying Shares” in this report.
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Biographical Details of Directors and Senior Management (Continued)

DIRECTORS AND SENIOR MANAGEMENT (Continued)
Senior Management

Mr. Li Jianming (Z=#85) (“Mr. Li"), aged 42, is the vice CEO of the
Company. Mr. Li is in charge of overall strategic planning, business
planning and decision making in all material matters of the automotive
wiring harness department of the Group. Mr. Li joined the Group in May
2005 as the chief financial officer of the Company and was appointed as a
Director on 16 March 2010 and vice CEO of the Company on 1 July 2011.
Mr. Li was appointed to lead the automotive wiring harness department
of the Group in January 2012. Mr. Li has resigned as an executive Director
on 15 November 2013 in order to devote more time on his other work
and the business operations of the Group as vice CEO. Mr. Li indirectly
acquired 20% equity interest in Dezhou Jincheng on 27th June 2014.

Prior to joining the Group, Mr. Li was the chief accountant of the PRC
office of The Timken Company, one of the Fortune 500 Companies, for
financial management matters from July 1994 to June 2001. Mr. Li was
the chief financial officer of & &%aE 22 AR A7 (Qingdao Jinling
Electrical Appliances Co., Ltd.*), a sino-foreign joint venture enterprise,
from June 2001 to May 2004, responsible for its financial management,
financial process optimization, internal supervision and control and other
related matters, and was the head of Technology of Qingdao Branch of
KEXBHERIMTBRAREED 727 (Zhuhai Master Service Software
Technology Co., Ltd.*) from May 2004 to May 2005 in charge of
promoting and implementing the development of information system.

Mr. Li graduated from Peking University (3t 5 K£2) with a master degree
in business administration in January 2014 and graduated from Shandong
Economic University (11|58 487 23052) with a bachelor degree in accounting
in 1994. He is a senior accountant (4% =tA7) and obtained the ICPA
certificate in April 2009 and the SIFM certificate in June 2010. Senior
accountant qualification (S#X 2 sTAIE &) is the highest accounting
qualification awarded by such PRC government bodies, namely, the
Ministry of Human Resources and Social Security (A /1 &Rt &{RE
&) and the Ministry of Finance (BfEt#E), based on the academic level,
practical capability and working experience of the relevant accounting
professionals. He has extensive experience in enterprise finance, financial
management, enterprise taxation planning and Enterprise Resource
Planning information management and published various articles in
journals from 2007 to 2012 in respect of financial management.

Ms. Chen Jing (B&&) (“Ms. Chen"”), aged 37, is the chief investment
executive of the Company, responsible for investment management of
the Group, including formulation of investment plan and due diligence
on new investment projects of the Group. Ms. Chen has over 11 years
of experience in accounts and investment management gained in the
Group and in her previous employment. Before joining the Group in April
2010, Ms. Chen worked at Deloitte Touche Tohmatsu CPA Ltd. from
August 2003 to March 2010 and was the assistant auditing manager
from July 2008 to March 2010. She has extensive experience in financial
management. Ms. Chen graduated from Dalian University of Technology
with a bachelor degree in economics and a master degree in accounting
in 2000 and 2003, respectively.

*  The English name is for identification purpose only
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REPORT OF THE DIRECTORS
EFTHE

The Directors are pleased to submit herewith this annual report together
with the audited consolidated financial statements for the year ended 31
December 2014.

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

The Company is a limited liability company incorporated in the Cayman
Islands and its principal place of business in Hong Kong is 33rd Floor, Shui
On Centre, 6-8 Harbour Road, Wanchai, Hong Kong.

PRINCIPAL ACTIVITIES

The Company is a services and products provider for the global
communication system, consumer electronics and automotive electronics
markets. For the year ended 31 December 2014, the Group was principally
engaged in the designs, develops, manufacturers and provision of
communication system and signal transmission and connectivity products,
such as power cord cable and assembly, automotive wiring harness,
telecommunications products and other products and the provision
of services for the construction of base station for telecommunication
networks.

CORPORATE REORGANIZATION

The Company was incorporated in the Cayman Islands on 16 November
2007 as an exempted company with limited liability under the Companies
Law, Cap. 22 (Law 3 of 1961, as consolidated and revised) of the Cayman
Islands. Pursuant to a group reorganisation to rationalise the structure of
the Group in preparation for the public listing of the Shares on the Main
Board of the Stock Exchange (the “Listing”), the Company became the
holding company of the companies then comprising the Group on 30
January 2008.

Details of the corporate reorganisation are set out in the section headed
“History, Reorganization and Group Structure” and in Appendix VI
“Statutory and General Information” to the prospectus of the Company
for the Listing. The Shares have been listed on the Stock Exchange since
16 November 2010.

SUBSIDIARIES

Details of the subsidiaries of the Company are set out in note 18 to the
financial statements.

DIVIDEND

The Directors consider that the declaration, payment and amount of the
dividend shall be subject to the status of the Group’s future development.
The Board does not recommend any final dividend for the financial year
ended 31 December 2014 (2013: Nil) and will consider to formulate a
dividend policy at an appropriate time in the future.
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RESERVES

Details of movements in reserves of the Group during the year ended
31 December 2014 are set out in the section headed “Consolidated
Statement of Changes in Equity”.

DISTRIBUTABLE RESERVE

The Company'’s reserves available for distribution, calculated in accordance
with the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands, amounted to approximately RMB535.9
million as at 31 December 2014. Such amount includes the Company’s
share premium and capital reserve accounts of approximately RMB536.3
million and accumulative losses of approximately RMBO0.4 million in
aggregate as at 31 December 2014.

CLOSURE OF REGISTER OF MEMBERS

The transfer books and register of members of the Company will be
closed from 22 May 2015 (Friday) to 29 May 2015 (Friday) (both dates
inclusive) during which period no transfer of shares will be registered. In
order to qualify for attending and voting at the annual general meeting
of the Company, all transfers of shares accompanied by the relevant share
certificates must be lodged with the Company’s branch share registrar
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 for registration no later than 4:30 p.m. on 21 May
2015 (Thursday).

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2014, the aggregate sales
attributable to the Group’s top five largest customers comprised
approximately 58.3% (2013: 38.6%) of the Group's total sales and the
sales attributable to the Group's largest customer were approximately
34.4% of the Group’s total sales. The aggregate purchases attributable
to the Group'’s top five largest suppliers comprised approximately 64.7%
2013: 45.4%) of the Group’s total purchases for the year and the
purchases attributable to the Group’s largest supplier were approximately
35.7% of the Group's total purchases for the year.

So far as is known to the Directors, none of the Directors, their associates
or any Shareholders owning more than 5% of the Company’s issued
share capital had any interest in the share capital of any of the top five
largest customers and suppliers of the Group.
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Report of the Directors (Continued)
BEERE(E)

FINANCIAL STATEMENTS

The results of the Group for the year ended 31 December 2014 and the
state of affairs of the Group and the Company as at 31 December 2014
are set out in the consolidated financial statements on pages 65 to 68,
and page 74 of this report.

OPERATING RESULTS

The Group's results for the year ended 31 December 2014 are set out in
the consolidated statement of profit or loss on page 65 of this report.

The Group’s profit attributable to owners of the parent for the year ended
31 December 2014 was approximately RMB49.4 million.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the Group
for the year ended 31 December 2014 are set out in note 14 to the
financial statements.

SHARE CAPITAL

Details of the movements in the share capital of the Company during
the year ended 31 December 2014 are set out in note 30 to the financial
statements.

DIRECTORS

The Directors during the financial year ended 31 December 2014 and up
to the date of this report include:

Executive Directors

Mr. Chi Shaolin (Chairman and CEQ)
Mr. Cheng Wen (Vice CEQO)

Mr. Lu Chengye (Vice CEQ)

Independent Non-executive Directors
Mr. Thomas Tam

Mr. Pao Ping Wing

Ms. Zheng Lin
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DIRECTORS (Continued)

The Company has received, from each of the independent non-executive
Directors, an annual confirmation of independence in accordance
with Rule 3.13 of the Listing Rules. The Company considers all of the
independent non-executive Directors are independent in accordance with
the Listing Rules.

Pursuant to article 84(1) of the articles of association of the Company
("Articles of Association”), at each annual general meeting one-third of
the Directors for the time being (or, if their number is not a multiple of
three (3), the number nearest to but not less than one-third) shall retire
from office by rotation provided that every Director shall be subject to
retirement at an annual general meeting at least once every three years.
Mr. Chi (executive Director) and Mr. Tam (independent non-executive
Director) will retire by rotation at the conclusion of the forthcoming
annual general meeting of the Company (the “AGM") and be eligible to
offer themselves for re-election at the forthcoming AGM.

Mr. Chi and Mr. Tam will offer themselves for re-election at the
forthcoming AGM.

No Director proposed for re-election at the forthcoming AGM has an
unexpired service contract which is not determinable by the Company or
any of its subsidiaries within one year without payment of compensation,
other than statutory compensation.

DIRECTORS’ REMUNERATION

The C&B Committee considers and recommends to the Board the
remuneration and other benefits paid by the Company to the Directors.
The remuneration of all Directors is subject to regular monitoring by
the C&B Committee to ensure that the levels of their remuneration and
compensation are appropriate. Details of Directors’ remuneration are set
out in note 8 to the financial statements.

Senior management’s remuneration payment of the Group for the year
ended 31 December 2014 falls within the following bands:

£

Remuneration

HK$500,000 or below 500,000 BITEA T
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Report of the Directors (Continued)
EEEHREE)

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the Directors and senior management are set out
on pages 32 to 37 of this report.

DISCLOSURE OF CHANGE IN INFORMATION ON
DIRECTORS

Pursuant to rule 13.51B(1) of the Listing Rules, the change of information
on Director(s) is as follows:

Mr. Cheng has been appointed as an independent non-executive director
and a member of certain committee of Finsoft Corporation (stock code:
8018) since March 2015.

Mr. Pao Ping Wing has been appointed as an independent non-executive
director of JC Group Holdings Limited (stock code: 8326) since January
2015.

DIRECTORS’ INTEREST IN CONTRACTS

Save as disclosed in this report, there was no contract of significance to
which the Company, its holding company, or any of its subsidiaries was
a party, and in which a director of the Company had a material interest,
whether directly or indirectly, subsisted during or at the end of the year
ended 31 December 2014.
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DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS
AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2014, the interests or short positions of the Directors
and chief executives of the Company in the Shares and underlying shares
of the Company and its associated corporation (within the meaning of
Part XV of the Securities and Futures Ordinance (the “SFO")) which were
notified to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provision of the SFO) or
which were required to be recorded in the register required to be kept
under Section 352 of the SFO or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as follows:

Name of Directors

Capacity

EESeEa E80)

Mr. Chi® Interest of controlled corporation
ERED R AE R
Mr. Cheng®@ Interest of controlled corporation
BIEHER XA E R

(L): Long position

Note 1: Mr. Chi was deemed to be interested in 97,000,839 Shares held by Chenlin

International by virtue of it being wholly-owned by Mr. Chi.

Note 2: Mr. Cheng was deemed to be interested in 90,000,000 Shares held by Castle
Gate by virtue of it being wholly-owned by Mr. Cheng.

Save as disclosed above, as at 31 December 2014, none of the Directors
or chief executives of the Company had or was deemed to have any
interests or short positions in the Shares or underlying shares of the
Company and its associated corporations (within the meaning of Part XV
of the SFO), which had been recorded in the register maintained by the
Company pursuant to section 352 of the SFO or which had been notified
to the Company and the Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHT TO ACQUIRE SHARES

Save as disclosed above, at no time during the year was the Company, its
holding companies, or any of its subsidiaries a party to any arrangement
to enable the Directors and chief executives of the Company (including
their spouses and children under 18 years of age) to hold any interest or
short positions in the Shares, or underlying shares, or debentures, of the
Company or its associated corporations (with the meaning of Part XV of
the SFO).
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EEEHREE)

SHARE OPTION SCHEME

The Company adopted a share option scheme on 25 October 2010 (the
“Share Option Scheme”) for the purpose of enabling the Company to
grant options to selected eligible participants as incentives or rewards
for their contribution to the Group and/or to enable the Group to recruit
and retain high caliber employees and attract human resources that are
valuable to the Group and any invested entity.

Eligible participants include the Directors, any employee (whether full-time
or part-time) or shareholder, and any customer, supplier, agent, business
or joint venture business partner, consultant, distributor, promoter, service
provider, adviser or contractor to any member of the Group.

The maximum number of Share which may be issued upon exercise of
all options to be granted under the Share Option Scheme and any other
schemes of the Group shall not in aggregate exceed 10% of the Shares
in issued as at the Listing Date, i.e. 72,000,000 Shares. No option may be
granted to any participant of the Share Option Scheme such that the total
number of Shares issued and to be issued upon exercise of the options
granted and to be granted to that person in any 12-month period up to
the date of the latest grant exceeds 1% of the Company’s issued share
capital from time to time.

An option may be exercised in accordance with the terms of the Share
Option Scheme at any time during a period as determined by the Board
and not exceeding 10 years from the date of the grant. There is no
minimum period for which an option must be held before it can be
exercised. Participants of the Share Option Scheme are required to pay
the Company HK$1.00 upon acceptance of the grant on the offer date.
The exercise price of the options is determined by the Board in its absolute
discretion and shall not be less than which ever is the highest of:

(@)  the closing price of the Shares as stated in the Stock Exchange’s
daily quotation sheets on the date of the grant, which must be a
business day;

(b) the average closing price of the Shares as stated in the Stock
Exchange’s daily quotation sheets for the five (5) trading days
immediately preceding the date of the grant; and

() the nominal value of a Share.

The Share Option Scheme shall be valid and effective for a period of 10

years from 15 November 2010 after which no further options will be

granted or offered.

There is no options outstanding, granted, exercised, cancelled and lapsed
during the year ended 31 December 2014.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES

So far as is known to any Directors or chief executives of the Company, as
at 31 December 2014, the persons or corporations (other than Directors
or chief executives of the Company) who had interest or short positions in
the Shares and underlying shares of the Company which were required to
be disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register required to be
kept under section 336 of the SFO were as follows:

Name of Substantial

Shareholders Capacity

TERRER 51

Chenlin International Beneficial owner®

= NG BEnlEa A0
Castle Gate Beneficial owner®@
BEAIE EnEFA?

(L): Long position
Notes:

(1) Chenlin International, which entire issued share capital was owned by Mr. Chi,
held approximately 13.5% interest in the Company. Mr. Chi serves as the sole
director of Chenlin International.

(2) Castle Gate, which entire issued share capital was owned by Mr. Cheng, held
12.5% interest in the Company. Mr. Cheng serves as the sole director of Castle
Gate.

Save as disclosed above, as at 31 December 2014, the Directors are not
aware of any other person or corporation (other than Directors or chief
executives of the Company) having an interest or short position in the
shares and underlying shares of the Company which would require to
be recorded in the register required to be kept by the Company under
section 336 of the SFO.

SUFFICIENCY OF PUBLIC FLOAT
Based on the information that is publicly available to the Company and
within the knowledge of the Directors as at the date of this report, the
Company has maintained sufficient public float required under the Listing
Rules for the year ended 31 December 2014.
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CONTRACTS WITH CONTROLLING SHAREHOLDERS
Save as disclosed in this report, no contract of significance has been
entered into between the Company or any of its subsidiaries and the then
controlling Shareholders or any of their subsidiaries, at any time before
14 April 2014, the date when the then controlling Shareholders ceased
to hold, or in aggregate hold, 30% or more of the voting rights of the
Company. The then controlling Shareholders or any of their subsidiaries
did not enter into any contract of significance for the provision of services
to the Company or any of its subsidiaries before 14 April 2014.

NON-COMPETITION UNDERTAKINGS

Each of Mr. Chi and Chenlin International has confirmed to the Company
of his/its compliance with the non-Competition undertakings provided
to the Company under the Deed of Non-Competition (as defined in the
prospectus of the Company). The independent non-executive Directors
have reviewed the status of compliance and confirmed that all the
undertakings under the Deed of Non-Competition have been complied
with by Mr. Chi and Chenlin International.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

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

RELATED PARTY TRANSACTIONS

The Company’s auditors were engaged to report on the Group’s
continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 “Assurance Engagements
Other Than Audits or Reviews of Historical Financial Information” and with
reference to Practice Note 740 “Auditor’s Letter on Continuing Connected
Transactions under the Hong Kong Listing Rules” issued by the Hong
Kong Institute of Certified Public Accountants. The auditors have issued
a letter containing unqualified conclusions in respect of the continuing
connected transactions as detailed in the section headed “Management
Discussion & Analysis” in accordance with Rule 14A.56 of the Listing
Rules. A copy of the auditors’ letter has been provided by the Company to
the Stock Exchange.

The independent non-executive Directors have reviewed the aforesaid
continuing connected transactions, and confirmed that these transactions
have been entered into in the ordinary and usual course of business of
the Group on normal commercial terms which are fair and reasonable
and in the interests of the independent Shareholders as a whole, and in
accordance with the relevant agreements governing them.
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RELATED PARTY TRANSACTIONS (Continued)

Save for the connected transactions in the section headed “Management
Discussion & Analysis”, all related party transactions disclosed in note
40 to the financial statements did not constitute connected transaction
or continuing connected transaction of the Company subject to, among
other things, reporting, announcement or independent shareholders’
approval requirements under Chapter 14A of the Listing Rules. The
related party transactions under the paragraph headed “Compensation
of key management personnel of the Group” in note 40(d) to the
financial statements were exempted from reporting, announcement
and independent shareholders’ approval requirements pursuant to Rule
14A.73(6) of the Listing Rules. The Company has complied with the
disclosure requirements in accordance with Chapter 14A of the Listing
Rules.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2014, cash and bank balances (excluding pledged
deposits) of the Group amounted to approximately RMB170.0 million
(2013: approximately RMB62.7 million). Details of such are set out in note
25 to the financial statements.

As at 31 December 2014, the Group had interest-bearing bank and other
borrowings of approximately RMB489.4 million (2013: approximately
RMB625.2 million), among which approximately RMB134.9 million was
secured by the Group’s property, plant and equipment, trade and bills
receivables, pledged deposit and prepaid land lease payment. Details of
such are set out in note 28 to the financial statements.

HUMAN RESOURCES

As at 31 December 2014, the Group employed 971 direct employees
(2013: 1,841). The emolument policy of the employees of the Group is
determined on the basis of their merit, qualifications and competence.
The Company adopted the Share Option Scheme to provide incentive to
its senior management and employees. Please refer to the paragraphs
headed “Share Option Scheme” in this report for details of such scheme.

For the year ended 31 December 2014, the total staff costs (including
directors’ and the executive’s remuneration) amounted to approximately
RMB87.9 million (2013: approximately RMB291.6 million). The Company
maintains a Share Option Scheme for the purpose of providing incentives
and rewards to the eligible participants for their contributions to the
Group.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for
the past five financial years is set out in the financial summary section on
pages 8, 10 to 12 to this report.

— = —PUFEF 3R Annual Report 2014

Report of the Directgrs (Continued)
EEEREE)

BERRS &)
B EEE R RN —GHFBEZ BB - &

A BREWFA0BE 2 A RRET X 5 TERA
ARBET(HPRE) FTRAEI4AZZHF - A
ERBUREMAERTE  BAEXFRIFEFERS -
BRI EMRAIE14A.73(6) 53R 7E40(d)[ A&
FTEEBABYM | —BrEEIRFERERR
NEMBIREREZIRE - AARBESF EWRA
FUAEZBTRHATE °

REBEERUBER
R-B-—EF+-A=+—8  FEENRSRET
e (TRBEERFR)OARARKI17008ET(=
TZF  WARKGLTEET)  BHRERNY
BrRRMIE25 -

R-ZE—MFE+=—A=+—8  AEENFEETR
HiEROAARKAABETL(ZE—=ZF : AR
#e252B8T)  ERHOARMK13498E THAS
ErmE - BERE&E - BHREEEKGK - BEHF
TFRRA R FEA T b0 & FIBVER AR - BRAFFISH N
TEHRRMIFE28 -

ADER

RZE—NF+-A=+—H AEEHEFI7EE
BEEEB(ZZE—=%F:1841%) - XEBEEE BN HH
BERTIR B EMERI - BRERENETE - AR AH
MEENERTE AR EEEMEEIREREE - 5
TR FIEE SRR BAREE ] — & -

HE-Z-NME+-_A=+—BULFE BTHEK
N BEEERTRESEMNES) WAARESIIBET
(ZB—=F: AR¥2916BET) - ARTIREAE
MR - SARRIMAEIRSEA TR L IEREE
BREHAEEFIEE R 2 SEk12E) -

HERHE
AEEBRTFRAEVREFENEENEEHABNRE
HARREESE « FI10EE 2B EHME— -

BLMRHE: SEE AR 2 7 HL Technology Group Limited

47



48

Report of the Directors (Continued)
BEERE(E)

RETIREMENT SCHEMES

Particulars of employee retirement schemes of the Group are set out in
note 6 to the financial statements.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles of
Association or the laws of the Cayman Islands, being the jurisdiction in
which the Company was incorporated, which would oblige the Company
to offer new Shares to existing Shareholders on a pro-rata basis.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s listed securities for the year ended 31
December 2014.

AGM
The AGM will be held on 29 May 2015 (Friday) and the notice of annual
general meeting will be published and despatched to Shareholders in due
course.

AUDITORS

Deloitte Touche Tohmastu resigned as auditors of the Company with
effect from 29 May 2013 upon expiration of its term of office.

Ernst & Young was appointed as the auditors of the Company with effect
from 29 May 2013 following the passing of the resolution in this relation
by the Shareholders at the extraordinary general meeting held on the
same date.

The consolidated financial statements of the Group for the year ended 31
December 2014 and 31 December 2013 have been audited by Ernst &
Young.

Ernst & Young will retire and, being eligible, offer themselves for
re-appointment. A resolution for the re-appointment of Ernst & Young as
auditors of the Company will be proposed at the forthcoming AGM.

By order of the Board
Chi Shaolin

Chairman

Hong Kong
26 March 2015
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CORPORATE GOVERNANCE REPORT

EREQRE

CORPORATE GOVERNANCE CODE

The Directors recognise the importance of incorporating the elements of
good corporate governance into the management structures and internal
control procedures of the Group so as to achieve effective accountability
to the Shareholders as a whole. The Board strives to uphold good
corporate governance and adopt sound corporate governance practices
continuously in the interest of Shareholders to enhance the overall
performance of the Group. The principles and applicable code provisions
of the Corporate Governance Code (the “CG Code”) contained in the
Appendix 14 to the Listing Rules have been adopted by and complied
with the Group throughout the year except for the following deviation.

According to the code provision A.2.1 of the CG Code, the roles of the
chairman and the chief executive should be separate and should not be
performed by the same individual. The Group does not at present separate
the roles of the chairman and the CEO. For the year ended 31 December
2014, Mr. Chi is both the chairman of the Board and the CEO. The
Board considers that vesting the roles of chairman and CEO in the same
individual is beneficial to the business prospects and management of the
Group. The Board will review the need of appointing suitable candidate to
assume the role of the CEO when necessary.

MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10
of the Listing Rules as its code of conduct regarding securities transactions
by the Directors. On specific enquiries made, all Directors confirmed that
they complied with the required standards set out in the Model Code and
its code of conduct regarding Directors’ securities transactions during the
year ended 31 December 2014.
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Corporate Governance Report (Continued)
TEERHRE (E)

BOARD OF DIRECTORS

Composition of the board of directors

As at 31 December 2014, the Board comprises three executive Directors
and three independent non-executive Directors. The composition of the
Board during the year ended 31 December 2014 was as follows:

Executive Directors

Mr. Chi Shaolin (Chairman and CEO)
Mr. Cheng Wen (Vice CEO)

Mr. Lu Chengye (Vice CEO)

Independent Non-executive Directors
Mr. Thomas Tam

Mr. Pao Ping Wing

Ms. Zheng Lin

The biographical details of all Directors are set out in pages 32 to 36
of this report. Save as disclosed herein, to the best knowledge of the
Company, there is no other financial, business, family or other material or
relevant relationships among the members of the Board.

The composition of the Board is well balanced with each Director having
sound industry knowledge, extensive corporate and strategic planning
experience and/or expertise relevant to the business of the Group. The
Board brings a variety of experiences and expertise to the Company.

Functions of the Board

The Board takes overall responsibility to oversee all major matters of
the Group, including the formulation and approval of all policy matters,
considering and approving overall development strategies, financial
objectives, annual budget, investment proposals, monitoring and
controlling the operation and financial performance, internal control and
risk management systems of the Group and to assume the responsibilities
of corporate governance of the Group.
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BOARD OF DIRECTORS (Continued)

Board meetings and board practices

During the year ended 31 December 2014, the Board held 9 meetings,
among which, 4 meetings were regular Board meetings. The Directors
can attend meetings in person or through other means of electronic
communication in accordance with the Articles of Association. The
company secretary of the Company (the “Company Secretary”) will assist
the chairman of the Board to prepare the agenda of the meeting and all
Directors have the opportunity to include matters in the agenda for Board
meetings. Notices of at least 14 days for regular Board meetings are
given to the Directors and Board procedures complied with the Articles
of Association, as well as relevant rules and regulations. The Directors are
provided with relevant materials relating to the matters brought before
the meetings. All Directors have separate and independent access to the
senior management and the Company Secretary at all time and will be
able to seek independent professional advice at the Company’s expenses.
The Company Secretary is also responsible for ensuring the procedures of
the Board meetings are observed and providing the Board with opinions
on matters in relation to the compliance with the procedures of the Board
meetings. All minutes of Board meetings were recorded in sufficient
details of the matters considered by the Board and the decisions reached.

The numbers of the Board meetings held and the attendances of each
Director at the Board meetings for the year ended 31 December 2014

have been set out as follows:
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No. of Board meetings held: EEMESSEERRE

Name of the Director EEng

Executive Directors BITES

Mr. Chi Shaolin (Note 1) EOMGEE T ET) 8/9

Mr. Cheng Wen X hE 9/9

Mr. Lu Chengye AR A 9/9

Independent Non-executive Directors BYFEHTES

Mr. Thomas Tam B E A 9/9

Mr. Pao Ping Wing IR S 9/9

Ms. Zheng Lin P+ 9/9
Note 1: Mr. Chi abstained from 1 board meeting due to conflict of interest. Matr - BELERAFRERHMELE —REFEEE -
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Corporate Governance Report (Continued)
JJ:% = /l:l (né)

BOARD OF DIRECTORS (Continued)

General meetings

The number of general meetings held and the attendance of each Director
at the general meeting for the year ended 31 December 2014 have been
set out as follows:

BEEgwm)

BREXE
HE—T-ME+-_A=+—BIEE CABRZK
FAGNYRESESHEREAG 2 BEROT -

No. of general meetings held: EEBRRAESERRE : 2
Name of the Director EEHA

Executive Directors HITES

Mr. Chi Shaolin (Note 1) BAOMWEE(HET) 172
Mr. Cheng Wen X E 0/2
Mr. Lu Chengye A S 212
Independent Non-executive Directors BYFEHTES

Mr. Thomas Tam HEE LA 172
Mr. Pao Ping Wing HIRER S A 1/2
Ms. Zheng Lin 187 S o 1/2

Note 1: Mr. Chi abstained from 1 general meeting due to conflict of interest. Wit - BEERFRERBELE - XBRRRE -

Directors’ appointment, re-election and removal

Each of the executive Directors has entered into a service contract with
the Company for a term of three years and each of the independent non-
executive Directors has entered into a service contract with the Company
for a term of three years, all are subject to termination in accordance with
the provisions of the service contract or by either party giving the other
not less than three months’ prior written notice.

By virtue of article 83(3) of the Articles of Association, Directors shall have
the power from time to time and at any time to appoint any person as a
Director either to fill a casual vacancy of the Board or as an addition to
the existing Board. Any Director appointed by the Board to fill a casual
vacancy shall hold office until the first general meeting of Shareholders
after his appointment and be subject to re-election at such meeting and
any Director appointed by the Board as an addition to the existing Board
shall hold office only until the next following annual general meeting of
the Company and shall then be eligible for re-election.
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BOARD OF DIRECTORS (Continued)

Directors’ Appointment, Re-election and Removal
(Continued)

In compliance with the code provision A.4.2 of the applicable corporate
governance codes, all Directors are subject to retirement by rotation at
least once every three years. Furthermore, pursuant to the article 84(1) of
the Articles of Association, at each annual general meeting one-third of
the Directors for the time being (or, if their number is not a multiple of
three (3), the number nearest to but not less than one-third) shall retire
from office by rotation provided that every Director shall be subject to
retirement at an annual general meeting at least once every three years.

Independent Non-executive Directors

Independent non-executive Directors have played a crucial role in the
Board by providing their independent judgment at the Board meeting
and scrutinizing the Group’s performance. Their views carry significant
weight in the Board's decision, in particular, they bring an impartial view
to bear on issues of the Group's strategy, performance and control.
All independent non-executive Directors possess extensive academic,
professional and industry expertise and management experience and have
provided their professional advices to the Board. The independent non-
executive Directors provide independent advice on the Group’s business
strategy, results and management so that all interests of the Shareholders
will be taken into account, and the interests of the Company and the
Shareholders can be protected.

In compliance with Rules 3.10(1) and 3.10A of the Listing Rules, the
Board consists of three independent non-executive Directors, representing
not less than one-third of the Board, among the three independent
non-executive Directors, Mr. Tam, possessing appropriate professional
qualification in accounting or related financial management expertise as
required by Rule 3.10(2) of the Listing Rules.

The Company has received the annual written confirmation of
independence from each of its independent non-executive Directors
pursuant to Rule 3.13 of the Listing Rules. The Company, based on such
confirmations, considers that all the independent non-executive Directors,
namely, Mr. Tam, Mr. Pao and Ms. Zheng, are independent and they all
meet the specific independence guidelines as set out in Rule 3.13 of the
Listing Rules.
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Corporate Governance Report (Continued)
TEERRE (E)

BOARD OF DIRECTORS (Continued)

Chairman and CEO

According to the code provision A.2.1 of the applicable corporate
governance codes, the roles of the chairman and the chief executive
should be separate and should not be performed by the same individual.
The Group does not at present separate the roles of the chairman and
CEO. For the year ended 31 December 2014, Mr. Chi is both the chairman
of the Board and the CEO of the Group. He has extensive experience
and in-depth knowledge in the electronics industry and is responsible for
the overall strategic planning, business planning and decision making in
all material matters in the Group. The Board considers that vesting the
roles of chairman and CEO in the same individual is beneficial to the
business prospects and management of the Group. The balance of power
and authorities is ensured by the operation of the Board and the senior
management, which comprise experienced and high caliber individuals.
Notwithstanding the above, the Board will review the current structure
from time to time. When at the appropriate time and if a candidate with
suitable leadership, knowledge, skills and experience can be identified
within or outside the Group, the Company may make necessary
arrangements.

Delegation of powers

The Board delegates the authority and responsibility for implementing
day-to-day operations, administration and management of the Group’s
businesses to the CEO, the executive Directors, the senior management
and certain specific responsibilities to the Board committees of the
Company. It is the job of the board to determine the objectives of the
Company and it is the job of the executives and senior management to
decide the means by which those objectives are best achieved within
rules of conduct and limits of risk that are set by the board. When the
Board delegates aspects of its management and administration functions
to members of the management team, it gives clear directions as to the
powers of management, in particular, with respect to the circumstances
where the management team needs to report back and obtain prior
approval from the Board before making decisions or entering into any
commitments on behalf of the Company. The delegated functions and
work tasks are regularly reviewed.

Continuous professional development

According to the code provision A.6.5 of the CG Code, all directors should
participate in a programme of continuous professional development
to develop and refresh their knowledge and skills to ensure that their
contribution to the Board remains informed and relevant. The Company
should be responsible for arranging and funding training, placing an
appropriate emphasis on the roles, functions and duties of the Directors.
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BOARD OF DIRECTORS (Continued)

Continuous professional development (Continued)

For the year ended 31 December 2014, the Company had arranged to
provide to all Directors with the “Guidelines for Directors” and the “Guide
for Independent Non-executive Directors” issued by the Hong Kong
Institute of Directors.

The Company also updates the Directors and senior management on
the latest development regarding the Listing Rules and other applicable
regulatory requirements from time to time, to ensure compliance and
enhance their awareness of good corporate governance practices. In
particular, training sessions covering topics including the CG Code and
the disclosure of inside information had been held during the year.

According to the records provided by the Directors, a summary of training

received by the Directors for the year ended 31 December 2014 is as
follows:

Name of Directors

EEHR

Executive Directors HITES

Mr. Chi Shaolin B OMEE

Mr. Cheng Wen A

Mr. Lu Chengye A S A
Independent non-executive Directors BNFHITES
Mr. Thomas Tam HEE S

Mr. Pao Ping Wing iSSPt

Ms. Zheng Lin =157 Segu

Liability insurance for directors

The Company has subscribed appropriate and sufficient insurance
coverage on directors’ liabilities in respect of legal actions taken against
Directors arising out of corporate activities since 31 March 2014.

BOARD COMMITTEES

The Board has established (i) the Audit Committee; (ii) the C&B
Committee; and (iii) the Nomination Committee, with defined terms
of reference. The latest versions of the terms of reference of the Board
committees which explain their respective role and the authority delegated
to them by the Board are available on the websites of the Stock Exchange
and the Company. The Board committees are provided with sufficient
resources to discharge their duties and, upon reasonable request, are
able to seek independent professional advice and other assistance in
appropriate circumstances, at the Company’s expenses.
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BOARD COMMITTEES (Continued)

Audit Committee

Composition

The Company established the Audit Committee pursuant to a resolution
of Directors passed on 25 October 2010 in compliance with Rule
3.21 of the Listing Rules. The Audit Committee has set up the written
terms of reference which was revised on 22 March 2012. The primary
responsibilities of the Audit Committee are to make recommendation
to the Board on the appointment and removal of external auditors,
review the financial statements and material advice in respect of financial
reporting at least at half-year intervals, and oversee the internal control
procedures and risk management policies of the Company constantly. The
Audit Committee consists of three members, namely, Mr. Tam, Mr. Pao
and Ms. Zheng, all of whom are independent non-executive Directors. Mr.
Tam currently serves as the chairman of the Audit Committee. The Audit
Committee has adopted the terms of reference which are in line with the
applicable code provisions in the CG Code.

The Audit Committee has reviewed the Group’s annual results for the
year ended 31 December 2014, the consolidated financial statements for
the year ended 31 December 2014 and this report.

During the year ended 31 December 2014, the Audit Committee held 2
meetings to make recommendation on the re-appointment of external

auditors, review financial statements, financial reporting system, internal
control procedures and risk management policies of the Company. And
the attendance of each Audit Committee member at the meetings for the
year have been set out as follows:
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No. of Audit Committee meetings held: EERERZEEERRE

Name of the Audit Committee members ERZEEREHA

Mr. Thomas Tam HEELE 2/2

Mr. Pao Ping Wing THIRER A 2/2

Ms. Zheng Lin ELHR 22+ 2/2
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BOARD COMMITTEES (Continued)

C&B Committee

Composition

The Company established the C&B Committee on 25 October 2010
with written terms of reference which was revised on 22 March 2012.
The primary duties of the C&B Committee are to review and make
recommendations to the Board on the overall remuneration policy
and structure relating to all Directors and senior management of the
Company. The compensation and remuneration of all Directors and
senior management of the Company is subject to regular review by the
C&B Committee to ensure that the levels of their remuneration and
compensation are appropriate and none of the Directors determine their
own remuneration. The C&B Committee consists of three members,
namely, Ms. Zheng, Mr. Tam (both are independent non-executive
Directors) and Mr. Lu (an executive Director) as at the date of this report.
Ms. Zheng currently serves as the chairman of the C&B Committee.

During the year ended 31 December 2014, the C&B Committee held
2 meetings to review and make recommendation on the remuneration

policy and structure relating to Directors and senior management of the
Company. And the attendance of each C&B Committee member at the
meetings for the year have been set out as follows:
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No. of C&B Committee meetings held: EERFHEENZESSR RS :

Name of C&B Committee members FHREANEZEESHEH S

Ms. Zheng Lin 157 oo 2/2
Mr. Thomas Tam HREE S 2/2
Mr. Lu Chengye BEAKE A 2/2
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Corporate Governance Report (Continued)
TEERRE (E)

BOARD COMMITTEES (Continued)

Remuneration policy for directors and senior management
The emolument policy of the employees of the Group is determined on
the basis of their merit, qualifications and competence.

The emoluments of the Directors are recommended by the C&B
Committee, having regard to the Company’s operating results, individual
performance, experience, responsibility, workload and time devoted to
the Company and comparable market statistics. Each of the executive
Directors is entitled to a basic salary which is reviewed annually. In
addition, each of the executive Directors may receive a discretionary bonus
as the Board may recommend. Such amount has to be approved by the
C&B Committee.

The Company has adopted a Share Option Scheme on 25 October 2010.
The purpose of the Share Option Scheme is to enable the Company to
grant options to selected eligible participants as incentives or rewards
for their contribution to the Group and/or to enable the Group to recruit
and retain high caliber employees and attract human resources that are
valuable to the Group and any invested entity.

Nomination Committee

Composition

The Company established a nominating and corporate governance
committee on 25 October 2010 (which was renamed as Nomination
Committee on 22 March 2012) with written terms of reference which
was revised on 22 March 2012. The primary duties of the Nomination
Committee are to review the structure, size and composition of the Board
on a regular basis and to recommend to the Board the suitable candidates
for Directors after consideration of the nominees’ independence and
quality in order to ensure fairness and transparency of all nominations.
The Nomination Committee consists of three members, namely Mr. Chi
(an executive Director), Mr. Tam and Mr. Pao (both are independent non-
executive Directors) as at the date of this report. Mr. Chi currently serves as
the chairman of the Nomination Committee.

The Nomination Committee adopted the board diversity policy in August
2013. The Company recognises and embraces the benefits of having
a diverse Board to enhance the quality of its performance. Selection of
candidates will be based on a range of diversity perspectives, including
but not limited to gender, age, cultural and educational background,
ethnicity, professional experience, skills, knowledge and length of service.
The ultimate decision will be based on merit and contribution that the
selected candidates will bring to the Board.
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BOARD COMMITTEES (Continued)

Nomination Committee (Continued)

Composition (Continued)

During the year ended 31 December 2014, the Nomination Committee
held 2 meetings to review the structure, size and composition of the
Board. And the attendance of each Nomination Committee member at

the meetings for the year have been set out as follows:
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No. of Nomination Committee meetings held: CERREZEESRRE

Name of the Nomination Committee members RREESHEHR

Mr. Chi Shaolin BEOMEAE 2/2

Mr. Thomas Tam HEBIE A 2/2

Mr. Pao Ping Wing RS S 2/2
Corporate governance functions EERBAE

The Company’s corporate governance functions are carried out by the
Board pursuant to a set of written terms of reference adopted by the
Board in compliance with code provision D.3.1 of the CG Code, which
include (a) to develop and review the Company’s policies and practices on
corporate governance and make recommendations to the Board; (b) to
review and monitor the training and continuous professional development
of the Directors and senior management of the Group; (c) to review and
monitor the Company’s policies and practices on compliance with legal
and regulatory requirements; (d) to develop, review and monitor the code
of conduct and compliance manual (if any) applicable to employees of the
Group and the Directors; and (e) to review the Company’s compliance
with the applicable corporate governance codes and disclosure in the
corporate governance report.
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Corporate Governance Report (Continued)
TEERRE (E)

FINANCIAL REPORTING

The Board, supported by the finance department, is responsible for
the preparation of the Group’s financial statements for each financial
year which shall give a true and fair view of the financial position,
performance and cash flows of the Group for that year. In preparing the
financial statements for the year ended 31 December 2014, the Board
has selected suitable accounting policies and applied them consistently,
made judgments and estimates that are prudent, fair and reasonable and
prepared the financial statements on a going concern basis. The Directors
are responsible for taking all reasonable and necessary steps to safeguard
the assets of the Group and to prevent and detect fraud and other
irregularities. The Board is not aware of any material uncertainties relating
to events or conditions that may cast significant doubt upon the Group’s
ability to continue as a going concern.

The responsibilities of the Company’s external auditors, Ernst & Young, on
the financial statements are set out in the section headed “Independent
Auditors’ Report” in this report.

External auditors’ remuneration

During the year ended 31 December 2014, the fees paid or payable to
the Company’s external auditors in respect of their audit and non-audit
services were as follows:

2
BEEEMBAPIN I TARREASESEN K
FENFHRE  ZFMBREAERALMRBRA
SENZFENMBRR - KRAMRERE - FEE
BB -NE+ A=+ HILFENRBRKE -
EFECRNERSHBEYEMER  YEE 2
S AR IE L A BT R AR - A RIRRBC S B ER
HPBHRE - EFRETIFE DA BMBENS
B REAEENEE YA I RASHEFREM
PEFBER - BEFEX TABEM AR LA KE
BREE BB LN NBREARBNEFXIE
MEEMER AR E -

ARABRINEZBEN L oK BRI EE AR I RERZ
BEENARE B RBENHRE & -

IEZBETHE
REBE-Z—NF+-A=+—HIFE » BtzER
ERBRBENREN AR R IMNEZBETN E BN
T~

RMB 000

Type of Services BR# %8 5l ARETT

Non-audit services AL ERTS 22

Statutory audit services SEEZE R 2,200

Total 5T 2,222
INTERNAL CONTROLS AR ES =

The Board acknowledges its responsibility for ensuring the reliabilities and
effectiveness of the Group’s internal control systems on, among other
things, financial, operational and compliance controls. The Company
has reviewed its internal control system covering all material controls,
including financial and operational controls for the year ended 31
December 2014. The said internal control review has been brought to the
attention of the Board and the Audit Committee and who concluded that
the Group operate satisfactorily and has fully complied with provisions
of the applicable corporate governance codes regarding internal control
systems in general for the year ended 31 December 2014.
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COMPANY SECRETARY

The Company has engaged in a service contract with an external service
provider, Ms. Ho Wing Yan (“Ms. Ho"), who was appointed as the
Company Secretary. Mr. Chi, the chairman, executive Director and CEO
of the Company, is the primary corporate contact person of the Company
with Ms. Ho.

Being the Company Secretary, Ms. Ho plays an important role in
supporting the Board by ensuring good information flow within the Board
and that Board policy and procedures are followed. Ms. Ho is responsible
for advising the Board on corporate governance matters and should also
facilitate induction and professional development of Directors.

Ms. Ho is an associate member of The Institute of Chartered Secretaries
and Administrators and The Hong Kong Institute of Chartered Secretaries.
Ms. Ho continues to study professional course of corporate governance
and has extensive experience in the company secretarial field for listed
companies. Ms. Ho is also a holder of the Practitioner’s Endorsement issued
by The Hong Kong Institute of Chartered Secretaries. According to Rule
3.29 of the Listing Rules, Ms. Ho took more than 15 hours of relevant
professional training for the year ended 31 December 2014.

INVESTORS AND SHAREHOLDERS RELATIONS

During the year ended 31 December 2014, there has been no significant
change in the Company’s constitutional documents.

The Board recognise the importance of maintaining clear, timely and
effective communication with Shareholders and investors of the Company.
The Board also recognise that effective communication with investors
is the key to establish investor confidence and to attract new investors.
Therefore, the Group is committed to maintaining a high degree of
transparency to ensure that the investors and the Shareholders receiving
accurate, clear, comprehensive and timely information of the Group by
the publication of annual reports, interim reports, announcements and
circulars. The Company also publishes all corporate correspondence on the
Company's website at http://www.hong-lin.com.cn. The Board continues
to maintain regular dialogues with institutional investors and analysts from
time to time to keep them informed of the Group’s strategy, operations,
management and plans. The Directors and the members of the Board
committees would attend and are available to answer questions at general
meetings of the Company. Separate resolutions would be proposed at
general meetings of the Company on each substantially separate issue.
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Corporate Governance Report (Continued)
TEERHRE (E)

INVESTORS AND SHAREHOLDERS RELATIONS
(Continued)

Shareholders’ rights

In accordance with the Listing Rules, any vote of shareholders at a general
meeting must be taken by poll except where the chairman, in good faith,
decides to allow a resolution which relates purely to a procedural or
administrative matter to be voted on by a show of hands. Therefore, all
votes of the shareholders at general meetings shall be taken by poll. The
results of voting by poll will be declared at the meeting and published on
the websites of the Stock Exchange and the Company respectively.

How Shareholders can convene an extraordinary general meeting
and put forward proposals at Shareholders’ meetings

Pursuant to article 58 of the Articles of Association, any one or more
shareholder holding at the date of deposit of the requisition not less
than one-tenth of the paid up capital of the Company carrying the right
of voting at general meetings of the Company shall at all times have the
right, by written requisition to the Board or the Company Secretary by
mail at 33rd Floor, Shui On Centre, 6-8 Harbour Road, Wanchai, Hong
Kong, to require an extraordinary general meeting to be called by the
Board for the transaction of any business specified in such requisition and
such meeting shall be held within two months after the deposit of such
requisition. If within 21 days of such deposit the Board fails to proceed
to convene such meeting the requisitionist(s) himself (themselves) may
do so in the same manner, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be reimbursed
to the requisitionist(s) by the Company.

Procedures by which enquiries may be put to the Board
Shareholders may put forward their proposals or inquiries to the Board by
sending their written request to the Company’s correspondence address
in Hong Kong.
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INDEPENDENT AUDITORS' REPORT

I ENETER &

EY =x

TO THE SHAREHOLDERS OF HL TECHNOLOGY GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of HL Technology
Group Limited (the “Company”) and its subsidiaries (together, the
“Group”) set out on pages 65 to 176, which comprise the consolidated
and company statements of financial position as at 31 December 2014,
and the consolidated statement of profit or loss, the consolidated
statement of comprehensive income, the consolidated statement of
changes in equity and the consolidated statement of cash flows for the
year then ended, and a summary of significant accounting policies and
other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit. Our report is made solely to you, as a
body, and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free
from material misstatement.
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Ind\ependent Auditors’ Report (Continued)
B EEMRE (58)

TO THE SHAREHOLDERS OF HL TECHNOLOGY GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

AUDITORS’ RESPONSIBILITY (Continued)

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

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

OPINION

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

Ernst & Young
Certified Public Accountants

22/F, CITIC Tower
1 Tim Mei Avenue, Central
Hong Kong

26 March 2015
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

mERER

Year ended 31 December 2014
BE-_FT—WEf—F=1+—HIFFZE

CONTINUING OPERATIONS
Revenue
Cost of sales

Gross profit

Other income and gains

Selling and distribution expenses
Administrative expenses

Research and development expenses
Other expenses

Finance costs

Share of loss of an associate

PROFIT/(LOSS) BEFORE TAX FROM
CONTINUING OPERATIONS
Income tax expense

PROFIT/(LOSS) FOR THE YEAR FROM

CONTINUING OPERATIONS

DISCONTINUED OPERATION
Loss for the year from a discontinued
operation

PROFIT/(LOSS) FOR THE YEAR

Attributable to:
Owners of the parent
Non-controlling interests

EARNINGS/(LOSS) PER SHARE

ATTRIBUTABLE TO ORDINARY EQUITY

HOLDERS OF THE PARENT

Basic
— For profit/(loss) for the year

— For profit/(loss) from continuing
operations

Diluted
— For profit/(loss) for the year

— For profit/(loss) from continuing
operations

HERE
Yo zam
HHERAR

EH

U A Ko Ui zs
SHE R DY
THEEX

R

HippE

B R AR

FEAE — B R RS 1E

RECERBADEF] (BE)

PRSHR

RECEFERR(BE)

ERIERERK

ERIEREERBFEER

FEEF, (BR)

VAT 7 e
BREHEBA
FEIE IR S

FAREBRER
FRAERGEER
&R (E8)

AR

— FEuH,(E18)

— BN,
(E18)

By

— FEEHN,/(BE)

— B EER

(E518)

2014 2013

—E—mEF
RMB’'000 RMB'000
ARETT AREET T
5 2,096,768 2,712,525
(1,825,364) (2,354,482)
271,404 358,043
5 23,581 21,083
(41,649) (110,871)
(81,428) (154,813)
(32,678) (92,673)
(22,659) (24,890)
7 (52,665) (150,551)
— (270)
6 63,906 (154,942)
10 (16,117) (25,020)
47,789 (179,962)
= (249)
47,789 (180,211)
11 49,382 (177,510)
(1,593) (2,701)
47,789 (180,211)

13

RMB6.86 cents
AK¥6.865

(RMB24.65 cents)
(AR¥24.65%)

RMB6.86 cents
AR¥6.867

(RMB24.64 cents)
(AR¥24.647)

RMB6.86 cents
AK¥6.865

(RMB24.65 cents)
(AR¥24.65%)

RMB6.86 cents
AK¥6.865

(RMB24.64 cents)
(AR¥24.645)
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
Ge2ElmER

Year ended 31 December 2014
BE—F—WEFELf—A=+—HIFFE

2014 2013
—E—E —E—=F

RMB’000 RMB’000
AR®TR ARBTT

PROFIT/(LOSS) FOR THE YEAR FEEHN,(FH8) 47,789 (180,211)
OTHER COMPREHENSIVE LOSS Hit2EEE
Other comprehensive loss to be R ER SR EN R

reclassified to profit or loss in REREEM

subsequent periods: E1E
Exchange differences on translation of HE SN RS 2 R

foreign operations =5 (18) (246)
TOTAL COMPREHENSIVE INCOME/ FEZEWE(EHB)

(LOSS) FOR THE YEAR k] 47,771 (180,457)
Attributable to: A& AR

Owners of the parent BAREAR A 11 49,364 (177,761)

Non-controlling interests FEIE SRR (1,593) (2,696)

47,771 (180,457)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
GEMBIRRAER

31 December 2014
—F—FEfF=—H=+—H

NON-CURRENT ASSETS

Property, plant and equipment

Prepaid land lease payments

Goodwill

Other intangible assets

Available-for-sale investments

Deferred tax assets

Prepayments for acquiring property,
plant and equipment

Prepayments for acquiring land use right

Total non-current assets

CURRENT ASSETS

Inventories

Trade and bills receivables

Prepayments, deposits and other receivables
Pledged deposits

Cash and cash equivalents

Total current assets

CURRENT LIABILITIES

Trade and bills payables

Other payables and accruals
Interest-bearing bank and other borrowings
Tax payable

Total current liabilities

NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Deferred tax liabilities
Government grants

Total non-current liabilities

Net assets
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23

25
25

26
27
28

20
29

2014 2013
—E—-F —T—=F
RMB’000 RMB’000
AR®T T ARETIT
315,009 429,220
101,447 110,865
61,146 61,146
130,734 151,624
15,000 15,000
7,249 3,274
593 520

= 10,087
631,178 781,736
145,382 125,782
1,260,905 1,201,430
198,485 230,189
23,985 16,064
169,950 62,721
1,798,707 1,636,186
867,044 704,176
147,876 234,815
489,421 625,206
45,349 34,767
1,549,690 1,598,964
249,017 37,222
880,195 818,958
10,607 8,614
14,200 14,727
24,807 23,341
855,388 795,617
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Consolidated Statement of Financial Position (Continued)

REMBMRR R (E)

31 December 2014
—F—FEF=H=+—H

2014 2013
—E—IF —E—=F
RMB’000 RMB’000
ARET T ARBFIT
EQUITY Em
Equity attributable to owners of the parent £} A B A A FE(GHERS
Issued capital BEITARA 30 97,401 97,401
Reserves & 32(a) 749,593 698,457
846,994 795,858
Non-controlling interests JEP R S 8,394 (2471)
Total equity AR 855,388 795,617
Chi Shaolin Cheng Wen
B BX
Director Director
EF EE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
GEEmBER

Year ended 31 December 2014
BE-_FT—WEf—F=1+—HIFFZE

Attributable to owners of the parent

BRIEEAER
Foreign
Share Statutory  currency Non-
Issued Share Special awards Other surplus translation  Retained controlling Total
capital  premium  reserve® reserve  reserve®  reservel reserve  earnings Total interests equity
B&f vl SRR FiEH
BE  RGEE HEREY  RBEE HtHEe R0 EXRE REEN EE ERe
(note 30)
f:230)
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000 RMB'000  RMB'000  RMB'000  RMB'000
ARBTT ARETE ARETT | AREFT AR ARETT ARBTT ARMTR
At 1 January 2014 WZZ-mE-A-H 97,401 429,549 61,064 2,073 (9,245) 45,832 (252) 169,436 795,858 (241) 795,617
Profit for the year FEEF - - - - - - - 49,382 49382 (1593) 47,789
Other comprehensive loss for the year:  FEHMB2ARE :
Exchange differences on tranlation of ~ AEEINEHZEHEE
foreign operations - - - - - - (18) - (18) - (18)
Total comprehensive income FELEANGEE

for the year - - - - - - (18) 49,382 49,364 (1,593) 41,1
Disposal of interests in a subsidiary HE-HNBARES

(note (f) below) (Fxhz) - - - - 1772 - - - 1712 828 10000
Contribution from non-controling FEHIRRLE

interests (note (d) below) (Fxhit) - - - - - - - - - 2,000 2,000
Transfer from retained earnings BRERTEN - - - - - 3234 - (3234) - - -
At 31 December 2014 K=Z-mE+=A=+-A 97401 429549 61064 2073* (1473 49066* (270} 215584* 846994 8394 855388
At 1 January 2013 WZZ-=%-A-H 97,401 429,549 74,3% 1,870 2,995 62,058 334 317,235 985,836 35197 1,021,033
Effect of business combination under HABHT 2 BAM 2 PE

common control (note 2.1) (note 33@)  (Hzt2.1)(izi33(a) - - 428904 - - 3,574 @1 9071 441,502 - 44150

As restated | 97,401 429,549 503,298 1,870 2,995 65,632 287 326,306 1,427,338 35,197 1,462,535
Loss for the year FEEE - - - - - - - (1775100 (177,510 (2,701)  (180,211)
Other comprehensive loss for the year: ~ FEHM2ERE -

Exchange differences on translation of ~ HAEBINEHZEHZE

foreign operations - - - - - - (251) - (251) 5 (246)
Total comprehensive loss for the year FERABRLE - - - - - - @51 (1775100 (177,761) (2,696)  (180457)
Recognition of equity-settled share-based ~ FE:ZLMBREE MR 17108

payments (note 31) (31 - - - 203 - - - - 203 - 203
Disposal of a subsidiary (note 34) HE-RNBRRHZM) - - - - (840)  (25,704) (288) 26,544 (288)  (32,798)  (33,086)
Acquisition of a subsidiary (note 2.1) WE-FHEARHE21)

(note 33(a)) (H33#330) - - (42,230 - - - - - (42,230 20 (442,014)
Acquisition of non-controlling interests W IERBIER( T M)

(note (¢) below) (note 34(e)) (HiiE34e) - - - - (11400) - - - (11,400) (164)  (11,564)
Transfer from retained earnings BRAERTERN - - - - - 5,904 - (5,904) - - -
At31 December 2013 H=F-=F+=A=1-R OTA0T 49549 B1O64T  2073F (9245 45830 (25 169436 795858 (241) 795617

@ These reserve accounts comprise the consolidated reserves of RMB749,593,000  * ZERBEREBESAMBRARRANGERHBARE

(2013: RMB698,457,000) in the consolidated statement of financial position.
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Consg]idajed Statement of Changes in Equity (Continued)
mEREREER(E)

Year ended 31 December 2014
BE—F—WEFELf—A=+—HIFFE

Notes:

(a) Special reserve
The balances as at 31 December 2014 and 2013 mainly represented:

(i) the difference between the nominal amount of the shares issued by the
parent and the aggregate amount of paid-in capital of the subsidiaries
acquired pursuant to the group reorganisation of the Company in 2008;
and

(ii) the excess, amounting to RMB13,330,000, of the consideration paid by
the parent for the acquisition of Rosy Sun Investments Limited (“Rosy
Sun”) over the consideration paid by Mr. Chi Shaolin (“Mr. Chi”) for the
acquisition of Rosy Sun from a third party.

(b) Other reserve
Other reserve arose from acquisitions of non-controlling interests in subsidiaries or
disposals of interests in subsidiaries.

(c) Statutory surplus reserve

As stipulated by the relevant laws and regulations for enterprises in the People’s
Republic of China (the “PRC"), the Company’s PRC subsidiaries are required
to maintain a statutory surplus reserve fund which is non-distributable. The
appropriations to such reserve are made out of the net profit after tax of the
statutory financial statements of the relevant PRC subsidiaries. The statutory
surplus reserve fund can be used to make up prior year losses, if any, and can be
applied in conversion into capital by means of capitalisation issue.

(d) Contribution from non-controlling interests
The amount represented the capital contribution of RMB2,000,000 from the non-
controlling interests of X)E$#IIEEET/THEEE AR A A (Tianjin Jincheng Hanisi
Automotive Electronics Co., Ltd.*, “Tianjin Hanisi”), a subsidiary of the Company
in which the Company owns an 80% equity interest in the entity.

(e) Acquisition of non-controlling interests
The amounts represented the acquisition of a 45% equity interest in &= B¥h
=R AR A A (Tianjin Rituo High Technology Co., Ltd.*, “Rituo Technology”)
from the non-controlling interests as part of the consideration, measured at fair
value of RMB11,564,000, satisfying the disposal of X)&HIRSEEEER D
Al (Tianjin Rituo Automotive Electronics Co., Ltd.*, “Rituo Automotive”) to the
owner of that non-controlling interest. Further details are set out in note 34(e).

(f) Disposal of interests in a subsidiary
The amounts represented the disposal of 20% equity interests in {2/ $8 3 & 2
ABRA7A] (Dezhou Jincheng Electronic Co., Ltd.*, “Dezhou Jincheng”) to E/&x
AL (S B A AR AR (Weihai Tiancheng Economic Information Consultancy
Company Limited*, “Weihai Tiancheng”) which is ultimately controlled and wholly
owned by a senior management of the Company and his family member at a
consideration of RMB10,000,000.

* The English names are for identification purposes only.
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CONSOLIDATED STATEMENT OF CASH FLOWS

nv, \éiﬁﬁiﬁaiﬁ

Year ended 31 December 2014
BE-_FT—WEf—F=1+—HIFFZE

CASH FLOWS FROM OPERATING
ACTIVITIES
Profit/(loss) before tax:
From continuing operations
From a discontinued operation
Adjustments for:
Finance costs
Share of loss of an associate
Bank and other interest income

Loss on disposal of items of property,

plant and equipment

Net gains on disposals of subsidiaries

Fair value gains, net:

Commodity derivative contracts
Depreciation

Gain on discounted amount of other

borrowings arising from the
passage of time

Recognition of prepaid land lease
payments

Government grants released to the

statement of profit or loss

Amortisation of other intangible assets
Recognition of share-based payments

Impairment of trade receivables

Impairment of other receivables
and prepayments

Write-down of inventories to net
realisable value

Impairment of property, plant and
equipment

Impairment of other intangible assets

Foreign exchange difference, net

—Z—PUE R Annual Report 2014

RERZEHRERE

BRELADEF](B1R)

REFELEER
KE DK IERE XS

BLNSIRIRZ AR

BE A
FE(h— k& R R ER
RIT R EA R SIA
HEME - BB &R
EREE
S P B ) Wi R

2014
—E-mE

RMB’'000
ARET T

IATIEB 2 AR BEW

B
BEIET ALY
=

HitEERBRRAESEZ

BEIR SR 2 W

MERTER 13t & 508

S ABEERZEER
B G
BHHMETEE
HERR AR ST Y RO
B 5 RYSRRE
HoA 8 UK IE e

AR FIRRE
WoRFEE R #IRFE

W% - BB RRERE

Hip\EERE
VE 3 22 SRR

2013

RMB’000
AEBTT

63,906 (154,942)
= (249)
7 52,665 150,551
= 270
5 (2,888) (4,173)
6 1,056 6,052
6 (1,813) (1,857)
5 — (204)
6 32,041 39,525
5 = (7,817)
6 2,134 2,475
6 (4,916) (5,864)
6 21,809 29,829
6 = 203
6 3,820 1,539
6 62 12,958
6 8,514 9,871
6 15,732 1,772
6 1,905 2,402
271 164
194,298 82,505
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Consolidated Statement of Cash Flows (Continued)

FeRERER(E)

Year ended 31 December 2014
BE—F—WEFELf—A=+—HIFFE

2014
—E—NEF
Notes RMB’000 RMB’000
bzt ARETT ARBTFT

CASH FLOWS FROM OPERATING rEKEEDHReRE(E)

ACTIVITIES (Continued)
(Increase)/decrease in inventories FEOEM,ED (28,114) 15,322
Increase in trade and bills receivables B 5 R EMEEYGRIE (112,949) (373,244)
Decrease in prepayments, TERTFRIE « e R EAD

deposits and other receivables FEMFRIE R 14,722 27,206
Decrease in long-term KRB S EWGRIA

trade receivables A - 8,598
Increase in trade and bills payables B 5 MEWE g 167,502 339,632
Increase in other payables and accruals HAitn e 8 K et B R 70,020 66,076
Increase in government grants TR T4 B3 4,389 6.636
Decrease in other long-term Hib RHIFEFRIA

payables VR = (7,697)
Settlement of derivative financial EETESRMTA

instruments - (334)
Cash generated from operations KEEES 309,868 164,700
Interest paid BAFE (52,665) (68,475)
Income taxes paid [EANNZ IS (6,929) (10,395)
Net cash flows from operating activities K EEFTSIRMFRE 250,274 85,830

CASH FLOWS FROM INVESTING ACTIVITIES  REREEESHHEERE

Interest received 2HFILE 2,888 4,173
Purchases of items of property, BEYZE  BER&HEIEE

plant and equipment (64,432) (68,115)
Purchases of prepaid lease payments BEEMES (6,518) -
Proceeds from disposal of items of HEWME  BENMRFEHEE

property, plant and equipment FriS 50 2,901 18,903
Disposal of interests in a subsidiary HENB R R#ER 10,000 -
Prepayments for acquiring land use right i + b B PR 2 TRRTAR - (8,287)
Additions to other intangible assets NEHEMEREE (4,175) (4,142)
Investment in an associate & —HEE AT - (600)
Disposals of subsidiaries HEWB AT 34 59,286 (84,877)
Acquisitions of subsidiaries W EEHT B A ) 33 — (367)
(Increase)/decrease in pledged deposits EHEFEEROEM) SR (7,921) 1,031
Net cash flows used in investing WEEESFAR SR F5E

activities (7,971) (142,281)
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Consolidated Statement of Cash Flows (Continued)

FERERER(E)

Year ended 31 December 2014
BE-_F—WEFEf—-—HA=1+—HIFFZE

2014 2013
—E-—mF —T—=4
RMB’000 RMB’000
AR¥T T ARBTFT
CASH FLOWS FROM FINANCING REREZDHEDNE
ACTIVITIES
New bank and other borrowings IR R EMEE 724,617 1,671,036
Repayments of bank and BERITREMEE
other borrowings (860,600) (1,690,908)
Capital contribution from non-controlling  Ft & A BT HliER >
interests of a subsidiary FE 1,000 -
Net cash flows used in financing activities A EEBRR SR (134,983) (19,872)
NET INCREASE/(DECREASE) IN CASH ReERRSEEY
AND CASH EQUIVALENTS i/ CRd ) EE 107,320 (76,323)
Cash and cash equivalents at FUORERREEEY
beginning of year 62,721 152,917
Effect of foreign exchange rate changes, AN T SR S B B R R
net 91) (13,873)
CASH AND CASH EQUIVALENTS AT FRASNRCZHEY
END OF YEAR 169,950 62,721
ANALYSIS OF BALANCES OF CASH ReRREFEBMERDT
AND CASH EQUIVALENTS
Cash and cash equivalents as stated in REERRERIRZIBE K
the statement of financial position BeEEY 25 169,950 62,721
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STATEMENT OF FINANCIAL POSITION
TSR R

31 December 2014
REZF—pyF+=H=+—H

2014 2013
—E-MF
Notes RMB’000 RMB'000
HiaE AR®T T AREETIT

NON-CURRENT ASSETS FERBEE
Investments in subsidiaries RB AR ZIEE 18 469,065 686,466
Total non-current assets IERBEELRT 469,065 686,466
CURRENT ASSETS MBNEE
Prepayments, deposits and TERFRIR « e READ

other receivables e kT8 416 140
Amounts due from subsidiaries FEUH B A RIFRIA 18 202,412 -
Cash and cash equivalents ReRHEEEEY 25 36 575
Total current assets MEVEEREE 202,864 715
CURRENT LIABILITIES nBEE
Amounts due to subsidiaries FERTI B A BIFkIE 18 28,651 25,345
Other payables and accruals HinER BN EFTER 419 619
Tax payable FERTHR R 5,997 5,997
Total current liabilities mEAERE 35,067 31,961
NET CURRENT ASSETS/(LIABILITIES) REVEE,/(BE)FHE 167,797 (31,246)
TOTAL ASSETS LESS CURRENT BEERTBDAE

LIABILITIES 636,862 655,220
Net assets BEFE 636,862 655,220
EQUITY R
Issued capital BEITRA 30 97,401 97,401
Reserves & 32(b) 539,461 557,819
Total equity T HREE 636,862 655,220

Chi Shaolin Cheng Wen
B BX
Director Director
EZE EE1
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NOTES TO FJNANCIAL STATEMENTS
BA ¥R RMIGE

31 December 2014
—E-WFEF=A=1+—H

1.

2.1

CORPORATE INFORMATION

HL Technology Group Limited (the “Company"”) was incorporated
in the Cayman Islands on 16 November 2007 as an exempted
company with limited liability and its shares are listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The addresses of the registered office and principal
place of business of the Company are disclosed in the corporate
profile and corporate information section of the annual report.

The Company acts as an investment holding company. The
Company and its subsidiaries (collectively referred to as the “Group”)
are mainly engaged in the manufacture and sale of power cord
cable and assembly, automotive wiring harness, telecommunications
products and other products and the provision of services for the
construction of base station for telecommunications networks.

BUSINESS COMBINATION UNDER COMMON
CONTROL AND BASIS OF PREPARATION

On 28 October 2012, the Company and Mr. Chi entered into
an agreement (as supplemented by a supplemental agreement)
pursuant to which Mr. Chi conditionally agreed to sell the entire
issued share capital of Rosy Sun Investments Limited, an investment
holding company of a group of companies (collectively, the “Rosy
Sun Group”) and any loan owed by the Rosy Sun Group to Mr. Chi
(the “Rosy Sun Acquisition”). The Rosy Sun Group was principally
engaged in (i) the research and development, manufacture and
sale of cell phones and mobile internet terminals in the PRC; (ii) the
sale of network equipment to major telecommunications services
providers in the PRC, such as IPRAN and xPON and providing
private network solutions; and (iii) the provision of services to
major telecommunications services providers in the PRC, such as
installation, maintenance and upgrade of network equipment and/
or wireless network optimisation in their existing network systems.
Details of the Rosy Sun Acquisition were set out in the Company’s
announcement made on 30 October 2012 and circular dated 31
December 2012. The Rosy Sun Acquisition was completed on 31
January 2013 with the total consideration satisfied by a promissory
note issued by the Company to Mr. Chi. Details of the Rosy Sun
Acquisition are set out in note 33.

The Rosy Sun Group was acquired by Mr. Chi from an independent
third party on 13 June 2012. As a result, the directors of the
Company considered that it should be a business combination under
common control as both the Company and the Rosy Sun Group
were ultimately controlled by Mr. Chi immediately both before and
after the business combination, and that control was not transitory.

—Z—FF3R Annual Report 2014

2.1

DNAEH

MBI EBBER AR ([ARA AR _FF
tET AT ERSESEMKINER
REREERR  ERORBBMERIIME
BRAB([BRFT ) ERET - KRR EM S
BEREBEEMIMMIENFROD B BN &
RAEER—EHPE -

RRBRREER AT - KRB REHMEB AR
(R AEE]) T B2 N ERNERKETRRE
At TERR  BEERKEMER AR
ORI B ER A AR B AR M AR TS

HEZEH TWEBSHRAERERE

RZE——F+A=-+/\B ' ARFHEHELE
It (ERTiHEATT) - Bt - BEAER
BHEREHERRREESRAR(—ARAZE
BERAR(SGTEIRMEE])) 2 HEBRITHR
K ARBRREELRREENERERER
WIRE=EE]) - BRNEBESHE)R P HH
B BUE NS TH R B E G BRI - RAI4R
M2 R ¢ () mP B E B EAMARGIE S R
EUHLE A - WIPRANGR {8 M XxPON + Wit
EREFEAFTR  RIRE D25 KA
PEFZEEMRBELHHERBRELE -
itk FEKR SR ERERENEERGE
{LBRTE - 4B 1D E2 3R - BMIKEBEEIER
HBHRARRN IR —=F+A=1+H
F_E——F+-_A=+—HAENAE LA
oo BRI EIHER - —=F—A=+—
AR - BRETEBADR MBI ERITE
HEESNMN  BBKBEEZ FBERI AN
330

BREEBELEN_"T—=—F~A+=HMA
BIUE=TTWE - At - ARREERA %
AR ZBREBESN T2 EBEH - BRI
REBA AR - AAREERNEETRIER
EERARYER] - MAZIE I IRE R IE -

BLHEHE 2B 5 PR 2 7 HL Technology Group Limited

75



76

Notes to Financial Statements (Continued)

PR RARBYRE ()

31 December 2014
—F-mE+=A=+—A

2.1 BUSINESS COMBINATION UNDER COMMON

CONTROL AND BASIS OF PREPARATION (Continued)
The Rosy Sun Acquisition was regarded as a business combination
under common control of Mr. Chi, the then controlling shareholder
of the Company immediately both before and after the Rosy Sun
Acquisition. The consolidated financial statements have been
prepared using the pooling of interests method, as if the Rosy Sun
Acquisition had been completed on 13 June 2012 when Mr. Chi
acquired and obtained control over Rosy Sun Investments Limited
from an independent third party.

The consolidated statement of profit or loss, consolidated statement
of comprehensive income, consolidated statement of changes in
equity and consolidated statement of cash flows of the Group for
the year ended 31 December 2013 include the results and cash
flows of all companies comprising the Group from the earliest date
presented or since the date when the subsidiaries first came under
the common control of Mr. Chi, where this is a shorter period. The
consolidated statement of financial position of the Group as at 31
December 2014 and 2013 have been prepared to present the assets
and liabilities of the Group using the existing carrying values from
Mr. Chi’s perspective. No adjustments have been made to reflect
fair values, or recognise any new assets or liabilities as a result of
the Rosy Sun Acquisition.

These financial statements have been prepared in accordance
with International Financial Reporting Standards (“IFRSs") issued
by the International Accounting Standards Board (“IASB”). These
financial statements also comply with the applicable disclosure
requirements of the Hong Kong Companies Ordinance relating to
the preparation of financial statements, which for this financial year
and the comparative period continue to be those of the predecessor
Companies Ordinance (Cap. 32), in accordance with transitional
and saving arrangements for Part 9 of the Hong Kong Companies
Ordinance (Cap. 622), “Accounts and Audit”, which are set out in
sections 76 to 87 of Schedule 11 to that Ordinance. The financial
statements have been prepared under the historical cost convention.
These consolidated financial statements are presented in Renminbi
("RMB") and all values are rounded to the nearest thousand except
when otherwise indicated.
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2.1 BUSINESS COMBINATION UNDER COMMON

CONTROL AND BASIS OF PREPARATION (Continued)
Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries for the year ended
31 December 2014. The financial statements of the subsidiaries
are prepared for the same reporting period as the Company, using
consistent accounting policies. Except for the subsidiaries acquired
from a controlling shareholder during the year as mentioned above,
the results of subsidiaries are consolidated from the date on which
the Group obtains control, and continue to be consolidated until
the date that such control ceases.

Profit or loss and each component of other comprehensive income
are attributed to the owners of the parent of the Group and
to the non-controlling interests, even if this results in the non-
controlling interests having a deficit balance. 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.

The Group reassesses whether or not it controls an investee if facts
and circumstances indicate that there are changes to one or more
of the three elements of control described in the accounting policy
for subsidiaries below. A change in the ownership interest of a
subsidiary, without a loss of control, is accounted for as an equity
transaction.

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary,
(i) the carrying amount of any non-controlling interest and (iii)
the cumulative translation differences recorded in equity; and
recognises (i) the fair value of the consideration received, (i) the fair
value of any investment retained and (iii) any resulting surplus or
deficit in profit or loss. The Group’s share of components previously
recognised in other comprehensive income is reclassified to profit
or loss or retained earnings, as appropriate, on the same basis as
would be required if the Group had directly disposed of the related
assets or liabilities.
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Notes to Financial Statements (Continued)

BA RS R AR BYRE ()

31 December 2014
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Notes to Financial Statements (Continued)
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31 December 2014
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2.2 CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES

The Group has adopted the following revised standards and new

interpretation for the first time for the current year’s financial

statements.

Amendments to IFRS 10,
IFRS 12 and IAS 27 (2011)

Amendments to IAS 32

Amendments to IAS 39

IFRIC 21

Amendment to IFRS 2
included in Annual
Improvements
2010-2012 Cycle

Amendment to IFRS 3
included in Annual
Improvements
2010-2012 Cycle

Amendment to IFRS 13
included in Annual
Improvements
2010-2012 Cycle

Amendment to IFRS 1
included in Annual
Improvements
2011-2013 Cycle

1 Effective from 1 July 2014

Investment Entities

Offsetting Financial Assets and
Financial Liabilities

Novation of Derivatives and
Continuation of Hedge
Accounting

Levies

Definition of Vesting Condlition'

Accounting for Contingent
Consideration in a Business
Combination’

Short-term Receivables and
Payables

Meaning of Effective IFRSs
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)
Except for the amendment to IFRS 1 which is only relevant to an
entity’s first IFRS financial statements, the nature and the impact of
each amendment and interpretation is described below:

The principal effects of adopting these new and revised IFRSs are as
follows:

(@  Amendments to IFRS 10 include a definition of an investment
entity and provide an exception to the consolidation
requirement for entities that meet the definition of an
investment entity. Investment entities are required to account
for subsidiaries at fair value through profit or loss rather than
consolidate them. Consequential amendments were made to
IFRS 12 and IAS 27 (2011). The amendments to IFRS 12 also
set out the disclosure requirements for investment entities.
The amendments have had no impact on the Group as the
Company does not qualify as an investment entity as defined
in IFRS 10.

(b)  The IAS 32 Amendments clarify the meaning of “currently has
a legally enforceable right to set off” for offsetting financial
assets and financial liabilities. The amendments also clarify the
application of the offsetting criteria in IAS 32 to settlement
systems (such as central clearing house systems) which apply
gross settlement mechanisms that are not simultaneous. The
amendments have had no impact on the Group as the Group
does not have any offsetting arrangement.

(€0 The IAS 39 Amendments provide an exception to the
requirement of discontinuing hedge accounting in situations
where over-the-counter derivatives designated in hedging
relationships are directly or indirectly, novated to a central
counterparty as a consequence of laws or regulations, or the
introduction of laws or regulations. For continuance of hedge
accounting under this exception, all of the following criteria
must be met: (i) the novations must arise as a consequence
of laws or regulations, or the introduction of laws or
regulations; (ii) the parties to the hedging instrument agree
that one or more clearing counterparties replace their original
counterparty to become the new counterparty to each of the
parties; and (iii) the novations do not result in changes to the
terms of the original derivative other than changes directly
attributable to the change in counterparty to achieve clearing.
The amendments have had no impact on the Group as the
Group has not novated any derivatives during the current and
prior years.
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

(d)

(e)

IFRIC 21 clarifies that an entity recognises a liability for a
levy when the activity that triggers payment, as identified
by the relevant legislation, occurs. The interpretation also
clarifies that a levy liability is accrued progressively only if
the activity that triggers payment occurs over a period of
time, in accordance with the relevant legislation. For a levy
that is triggered upon reaching a minimum threshold, the
interpretation clarifies that no liability should be recognised
before the specified minimum threshold is reached. The
interpretation has had no impact on the Group as the Group
applied, in prior years, the recognition principles under IAS 37
Provisions, Contingent Liabilities and Contingent Assets which
for the levies incurred by the Group are consistent with the
requirements of IFRIC 21.

The IFRS 2 Amendment clarifies various issues relating to
the definitions of performance and service conditions which
are vesting conditions, including (i) a performance condition
must contain a service condition; (ii) a performance target
must be met while the counterparty is rendering service; (iii) a
performance target may relate to the operations or activities
of an entity, or to those of another entity in the same group;
(iv) a performance condition may be a market or non-market
condition; and (v) if the counterparty, regardless of the
reason, ceases to provide service during the vesting period,
the service condition is not satisfied. The amendment has had
no impact on the Group.

The IFRS 3 Amendment clarifies that contingent consideration
arrangements arising from a business combination that are
not classified as equity should be subsequently measured
at fair value through profit or loss whether or not they fall
within the scope of IFRS 9 or IAS 39. The amendment has
had no impact on the Group.

The IFRS 13 Amendment clarifies that short-term receivables
and payables with no stated interest rates can be measured at
invoice amounts when the effect of discounting is immaterial.
The amendment has had no impact on the Group
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2.3 NEW AND REVISED IFRSs AND NEW
DISCLOSURE REQUIREMENTS UNDER THE
HONG KONG COMPANIES ORDINANCE NOT YET
ADOPTED
The Group has not applied the following new and revised IFRSs,
that have been issued but are not yet effective, in these financial

Notes to Financial Statements (Continued)
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2.3 ERERMZHE] RIS ET BRI PR B A
HEBRIRIBE R D TMEG 2
ATHERE

RZEMERE - AREEARERTHICRM
M AR AR 3R] RAERT BRI T RS 2R

statements.

IFRS 9
Amendments to IFRS 10 and
IAS 28 (2011)

Amendments to IFRS 11

IFRS 14
IFRS 15

Amendments to IAS 1
Amendments to IFRS 10,
IFRS 12 and IAS 28 (2011)

Amendments to IAS 16 and
IAS 38

Amendments to IAS 16 and
IAS 41
Amendments to IAS 19

Amendments to IAS 27 (2011)

Annual Improvements
2010-2012 Cycle
Annual Improvements
2011-2013 Cycle
Annual Improvements
2012-2014 Cycle

Financial Instruments?

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

Accounting for Acquisitions of
Interests in Joint Operations?

Requlatory Deferral Accounts®

Revenue from Contracts with
Customers?

Disclosure Initiative?

Investment Entities: Applying the
Consolidation Exception?

Clarification of Acceptable
Methods of Depreciation and
Amortisation?

Agriculture: Bearer Plants?

Defined Benefit Plans: Employee
Contributions’

Equity Method in Separate
Financial Statements?

Amendments to a number of
IFRSs!

Amendments to a number of
IFRSs!

Amendments to a number of
IFRSs2
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(2011)i{ERT HEZRA
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BREsPEAIF 163 R TERITE R EH
BRI EAIF38RAERT FEZER

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

2 Effective for annual periods beginning on or after 1 January 2016
3 Effective for annual periods beginning on or after 1 January 2017
4 Effective for annual periods beginning on or after 1 January 2018
5 Effective for an entity that first adopts IFRSs for its annual financial

statements beginning on or after 1 January 2016 and therefore is not
applicable to the Group
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2.3 NEW AND REVISED IFRSs AND NEW 2.3 ERERMZHE] RIS ET B R B A

DISCLOSURE REQUIREMENTS UNDER THE
HONG KONG COMPANIES ORDINANCE NOT YET
ADOPTED (Continued)

In addition, the Hong Kong Companies Ordinance (Cap. 622) will
affect the presentation and disclosure of certain information in the
consolidated financial statements for the year ending 31 December
2015. The Group is in the process of making an assessment of the
impact of these changes.

Further information about those IFRSs that are expected to be
applicable to the Group is as follows:

In July 2014, the IASB issued the final version of IFRS 9, bringing
together all phases of the financial instruments project to replace
IAS 39 and all previous versions of IFRS 9. The standard introduces
new requirements for classification and measurement, impairment
and hedge accounting. The Group expects to adopt IFRS 9 from
1 January 2018. The Group expects that the adoption of IFRS 9
will have an impact on the classification and measurement of the
Group’s financial assets. Further information about the impact will
be available nearer the implementation date of the standard.

The amendments to IFRS 10 and IAS 28 (2011) address an
inconsistency between the requirements in IFRS 10 and in IAS 28
(2011) in dealing with the sale or contribution of assets between an
investor and its associate or joint venture. The amendments require
a full recognition of a gain or loss when the sale or contribution
of assets between an investor and its associate or joint venture
constitutes a business. For a transaction involving assets that do not
constitute a business, a gain or loss resulting from the transaction
is recognised in the investor’s profit or loss only to the extent of the
unrelated investor’s interest in that associate or joint venture. The
amendments are to be applied prospectively. The Group expects to
adopt the amendments from 1 January 2016.
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2.3 NEW AND REVISED IFRSs AND NEW

DISCLOSURE REQUIREMENTS UNDER THE
HONG KONG COMPANIES ORDINANCE NOT YET
ADOPTED (Continued)

The amendments to IFRS 11 require that an acquirer of an interest
in a joint operation in which the activity of the joint operation
constitutes a business must apply the relevant principles for
business combinations in IFRS 3. The amendments also clarify that
a previously held interest in a joint operation is not remeasured on
the acquisition of an additional interest in the same joint operation
while joint control is retained. In addition, a scope exclusion
has been added to IFRS 11 to specify that the amendments do
not apply when the parties sharing joint control, including the
reporting entity, are under common control of the same ultimate
controlling party. The amendments apply to both the acquisition
of the initial interest in a joint operation and the acquisition of any
additional interests in the same joint operation. The amendments
are not expected to have any impact on the financial position or
performance of the Group upon adoption on 1 January 2016.

IFRS 15 establishes a new five-step model that will apply to revenue
arising from contracts with customers. Under IFRS 15, revenue is
recognised at an amount that reflects the consideration to which
an entity expects to be entitled in exchange for transferring goods
or services to a customer. The principles in IFRS 15 provide a more
structured approach for measuring and recognising revenue. The
standard also introduces extensive qualitative and quantitative
disclosure requirements, including disaggregation of total revenue,
information about performance obligations, changes in contract
asset and liability account balances between periods and key
judgements and estimates. The standard will supersede all current
revenue recognition requirements under IFRSs. The Group expects
to adopt IFRS 15 on 1 January 2017 and is currently assessing the
impact of IFRS 15 upon adoption.
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2.3 NEW AND REVISED IFRSs AND NEW

DISCLOSURE REQUIREMENTS UNDER THE
HONG KONG COMPANIES ORDINANCE NOT YET
ADOPTED (Continued)

Amendments to IAS 16 and IAS 38 clarify the principle in IAS 16
and IAS 38 that revenue reflects a pattern of economic benefits
that are generated from operating business (of which the asset is
part) rather than the economic benefits that are consumed through
the use of the asset. As a result, a revenue-based method cannot
be used to depreciate property, plant and equipment and may only
be used in very limited circumstances to amortise intangible assets.
The amendments are to be applied prospectively. The amendments
are not expected to have any impact on the financial position or
performance of the Group upon adoption on 1 January 2016 as the
Group has not used a revenue-based method for the calculation of
depreciation of its non-current assets.

The Annual Improvements to IFRSs 2010-2012 Cycle issued in
December 2013 sets out amendments to a number of IFRSs. Except
for those described in note 2.2, the Group expects to adopt the
amendments from 1 January 2015. None of the amendments are
expected to have a significant financial impact on the Group. Details
of the amendment most applicable to the Group are as follows:

IFRS 8 Operating Segments: Clarifies that an entity must disclose
the judgements made by management in applying the aggregation
criteria in IFRS 8, including a brief description of operating segments
that have been aggregated and the economic characteristics used
to assess whether the segments are similar. The amendments also
clarify that a reconciliation of segment assets to total assets is only
required to be disclosed if the reconciliation is reported to the chief
operating decision maker.

HL Technology Group Limited 5L#E H EEAR A 7

2.3 e RERAN 2 HTR] B ASE BT B B B 7%

£ B RIBBEB D G < 5
HE§ 5516 )

REEtERE 165 MBS ERIE 385N
BRI ERBR EERIE 165 LEER &£
385 RAN - Bl R B S ER (2B
ERE—BD)EENKENSMIFRAFERE
EHRNLEMNEMNER - Bt - WEETS
RRFTEYE  BEMKE  LAEEFRTEH
REER TR RREHEELEE - RFERTTD
HEREM - AHMZFEITR _ZT—XR"F—A
—ARMEE T EHARENT BRI KRR
EAEMFE  RESASEEL AKERKEE
SAEEFRBEENNTE

R-B—=F+_ ARMHEE A K& ER/
—EF-FFEF T FRANFERERT
ZIRBIRM RS ERNER] o BRIEE2.2F
EIN AEBEHE T -—AF— A —HER
MZFER] - BRZFEARTSHAKERE
REAMBZE - EARAEBNERTFIS
LI

= =
8

BRI R ELERIESRAL L DA - BB

7 P BRI R B 765 i o5 HE R B2 855 N VAR 5 1R HERR
ARBEEEEFLNAE  BREARARKE
EBEVBURIA R AR D B R T RO &
R - ZSEANERHHEERBEENY
REEZHERETRSLERREZB/RAT
TR o

=)
foiE

X

\,

s

Al
N S
ISp;

Annual Report 2014 —Z —PUFF 3R



2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

Subsidiaries

A subsidiary is an entity (including a structured entity), directly or
indirectly, controlled by the Company. Control is achieved when
the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those
returns through its power over the investee (i.e., existing rights that
give the Group the current ability to direct the relevant activities of
the investee).

When the Company has, directly or indirectly, less than a majority
of the voting or similar rights of an investee, the Group considers all
relevant facts and circumstances in assessing whether it has power
over an investee, including:

(@  the contractual arrangement with the other vote holders of
the investee;

(b)  rights arising from other contractual arrangements; and

(c)  the Group's voting rights and potential voting rights.

The results of subsidiaries are included in the Company’s statement
of profit or loss to the extent of dividends received and receivable.
The Company’s investments in subsidiaries are not classified as held
for sale in accordance with IFRS 5 Non-current Assets Held for Sale
and Discontinued Operations are stated at cost less any impairment
losses.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Business combinations and goodwill

Business combinations are accounted for using the acquisition
method. The consideration transferred is measured at the
acquisition date fair value which is the sum of the acquisition
date fair values of assets transferred by the Group, liabilities
assumed by the Group to the former owners of the acquiree and
the equity interests issued by the Group in exchange for control
of the acquiree. For each business combination, the Group elects
whether to measure the non-controlling interests in the acquiree
that are present ownership interests and entitle their holders to a
proportionate share of net assets in the event of liquidation at fair
value or at the proportionate share of the acquiree’s identifiable
net assets. All other components of non-controlling interests are
measured at fair value. Acquisition-related costs are expensed as
incurred.

When the Group acquires a business, it assesses the financial assets
and liabilities assumed for appropriate classification and designation
in accordance with the contractual terms, economic circumstances
and pertinent conditions as at the acquisition date. This includes
the separation of embedded derivatives in host contracts of the
acquiree.

If the business combination is achieved in stages, the previously
held equity interest is remeasured at its acquisition date fair value
and any resulting gain or loss is recognised in profit or loss.

Any contingent consideration to be transferred by the acquirer
is recognised at fair value at the acquisition date. Contingent
consideration classified as an asset or liability that is a financial
instrument and within the scope of IAS 39 is measured at fair
value with changes in fair value either recognised in profit or loss
or as a change to other comprehensive income. If the contingent
consideration is not within the scope of IAS 39, it is measured in
accordance with the appropriate IFRS. Contingent consideration
that is classified as equity is not remeasured and subsequent
settlement is accounted for within equity.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Business combinations and goodwill (Continued)
Goodwill is initially measured at cost, being the excess of the
aggregate of the consideration transferred, the amount recognised
for non-controlling interests and any fair value of the Group’s
previously held equity interests in the acquiree over the identifiable
net assets acquired and liabilities assumed. If the sum of this
consideration and other items is lower than the fair value of the net
assets acquired, the difference is, after reassessment, recognised in
profit or loss as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less any
accumulated impairment losses. Goodwill is tested for impairment
annually or more frequently if events or changes in circumstances
indicate that the carrying value may be impaired. The Group
performs its annual impairment test of goodwill as at 31 December.
For the purpose of impairment testing, goodwill acquired in a
business combination is, from the acquisition date, allocated to
each of the Group’s cash-generating units, or groups of cash-
generating units, that are expected to benefit from the synergies of
the combination, irrespective of whether other assets or liabilities of
the Group are assigned to those units or groups of units.

Impairment is determined by assessing the recoverable amount of
the cash-generating unit (group of cash-generating units) to which
the goodwill relates. Where the recoverable amount of the cash-
generating unit (group of cash-generating units) is less than the
carrying amount, an impairment loss is recognised. An impairment
loss recognised for goodwill is not reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating unit (or
group of cash-generating units) and part of the operation within
that unit is disposed of, the goodwill associated with the operation
disposed of is included in the carrying amount of the operation
when determining the gain or loss on the disposal. Goodwill
disposed of in these circumstances is measured based on the
relative value of the operation disposed of and the portion of the
cash-generating unit retained.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than inventories,
financial assets, goodwill and non-current assets/a disposal group
classified as held for sale), the asset’s recoverable amount is
estimated. An asset’s recoverable amount is the higher of the asset’s
or cash-generating unit’s value in use and its fair value less costs
of disposal, and is determined for an individual asset, unless the
asset does not generate cash inflows that are largely independent
of those from other assets or groups of assets, in which case the
recoverable amount is determined for the cash-generating unit to
which the asset belongs.

An impairment loss is recognised only if the carrying amount of an
asset exceeds its recoverable amount. 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. An
impairment loss is charged to the statement of profit or loss in the
period in which it arises in those expense categories consistent with
the function of the impaired asset.

An assessment is made at the end of each reporting period as
to whether there is an indication that previously recognised
impairment losses may no longer exist or may have decreased. If
such an indication exists, the recoverable amount is estimated.
A previously recognised impairment loss of an asset other than
goodwill is reversed only if there has been a change in the estimates
used to determine the recoverable amount of that asset, but not
to an amount higher than the carrying amount that would have
been determined (net of any depreciation/amortisation) had no
impairment loss been recognised for the asset in prior years. A
reversal of such an impairment loss is credited to the statement of
profit or loss in the period in which it arises.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
Related parties
A party is considered to be related to the Group if:

(a)

or

(b)

the party is a person or a close member of that person’s

family and that person

(i

(ii)

(iii)

has control or joint control over the Group;

has significant influence over the Group; or

is a member of the key management personnel of the
Group or of a parent of the Group;

the party is an entity where any of the following conditions
applies:

0

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

the entity and the Group are members of the same
group;

one entity is an associate or joint venture of the other
entity (or of a parent, subsidiary or fellow subsidiary of
the other entity);

the entity and the Group are joint ventures of the same
third party;

one entity is a joint venture of a third entity and the
other entity is an associate of the third entity;

the entity is a post-employment benefit plan for the
benefit of employees of either the Group or an entity
related to the Group;

the entity is controlled or jointly controlled by a person
identified in (a); and

a person identified in (a)(i) has significant influence
over the entity or is a member of the key management
personnel of the entity (or of a parent of the entity).
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Property, plant and equipment and depreciation
Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation and any
impairment losses. When an item of property, plant and equipment
is classified as held for sale or when it is part of a disposal group
classified as held for sale, it is not depreciated and is accounted for
in accordance with IFRS 5, as further explained in the accounting
policy for “Non-current assets and disposal groups held for sale”.
The cost of an item of property, plant and equipment comprises its
purchase price and any directly attributable costs of bringing the
asset to its working condition and location for its intended use.

Expenditure incurred after items of property, plant and equipment
have been put into operation, such as repairs and maintenance, is
normally charged to the statement of profit or loss in the period in
which it is incurred. In situations where the recognition criteria are
satisfied, the expenditure for a major inspection is capitalised in the
carrying amount of the asset as a replacement. Where significant
parts of property, plant and equipment are required to be replaced
at intervals, the Group recognises such parts as individual assets
with specific useful lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write off the
cost of each item of property, plant and equipment to its residual
value over its estimated useful life. The principal annual rates used
for this purpose are as follows:

Buildings 2.57% t0 4.75%
4% to 19%
18% to 19%
9% to 45%

Plant and equipment
Motor vehicles
Office equipment and other facilities

Where parts of an item of property, plant and equipment have
different useful lives, the cost of that item is allocated on a
reasonable basis among the parts and each part is depreciated
separately. Residual values, useful lives and the depreciation method
are reviewed, and adjusted if appropriate, at least at each financial
year end.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Property, plant and equipment and depreciation
(Continued)

An item of property, plant and equipment, including any significant
part initially recognised is derecognised upon disposal or when no
future economic benefits are expected from its use or disposal. Any
gain or loss on disposal or retirement recognised in the statement of
profit or loss in the year the asset is derecognised is the difference
between the net sales proceeds and the carrying amount of the
relevant asset.

Construction in progress represents a building under construction,
which is stated at cost less any impairment losses, and is not
depreciated. Cost comprises the direct costs of construction and
capitalised borrowing costs on related borrowed funds during the
period of construction. Construction in progress is reclassified to
the appropriate category of property, plant and equipment when
completed and ready for use.

Intangible assets (other than goodwiill)

Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired in a
business combination is the fair value at the date of acquisition.
The useful lives of intangible assets are assessed to be either finite
or indefinite. Intangible assets with finite lives are subsequently
amortised over the useful economic life and assessed for impairment
whenever there is an indication that the intangible asset may be
impaired. The amortisation period and the amortisation method for
an intangible asset with a finite useful life are reviewed at least at
each financial year end.

Software

Software is stated at cost less any impairment losses and is
amortised on the straight-line basis over its estimated useful lives of
10 years.

Trademarks

Trademarks are stated at cost less any impairment losses and are
amortised on the straight-line basis over their estimated useful lives
of 2 years.

Licences

Purchased licences are stated at cost less any impairment losses and
are amortised on the straight-line basis over their estimated useful
lives of 5 to 10 years.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Intangible assets (other than goodwiill) (Continued)
Customer relationships

Contractual customer relationships are stated at cost less any
impairment losses and are amortised on the straight-line basis over
their estimated useful lives of 2 to 7 years.

Technology know-how

Technology know-how is stated at cost less any impairment losses
and are amortised on the straight-line basis over its estimated useful
life of 15 years.

Unfinished sales contracts

Unfinished sales contracts are stated at cost less any impairment
losses and are amortised on the straight-line basis over their
estimated useful lives of 1 to 2 years.

Research and development costs
All research costs are charged to the statement of profit or loss as
incurred.

Expenditure incurred on projects to develop new products is
capitalised and deferred only when the Group can demonstrate
the technical feasibility of completing the intangible asset so that
it will be available for use or sale, its intention to complete and its
ability to use or sell the asset, how the asset will generate future
economic benefits, the availability of resources to complete the
project and the ability to measure reliably the expenditure during
the development. Product development expenditure which does not
meet these criteria is expensed when incurred.

Operating leases

Leases where substantially all the rewards and risks of ownership of
assets remain with the lessor are accounted for as operating leases.
Where the Group is the lessee, rentals payable under operating
leases net of any incentives received from the lessor are charged
to the statement of profit or loss on the straight-line basis over the
lease terms.

Prepaid land lease payments under operating leases are initially
stated at cost and subsequently recognised on the straight-line basis
over the lease terms.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as financial
assets at fair value through profit or loss, loans and receivables and
available-for-sale financial investments, or as derivatives designated
as hedging instruments in an effective hedge, as appropriate. When
financial assets are recognised initially, they are measured at fair
value plus transaction costs that are attributable to the acquisition
of the financial assets, except in the case of financial assets recorded
at fair value through profit or loss.

All regular way purchases and sales of financial assets are
recognised on the trade date, that is, the date that the Group
commits to purchase or sell the asset. Regular way purchases or
sales are purchases or sales of financial assets that require delivery
of assets within the period generally established by regulation or
convention in the marketplace.

Subsequent measurement
The subsequent measurement of financial assets depends on their
classification as follows:

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
After initial measurement, such assets are subsequently measured
at amortised cost using the effective interest rate method less any
allowance for impairment. Amortised cost is calculated by taking
into account any discount or premium on acquisition and includes
fees or costs that are an integral part of the effective interest rate.
The effective interest rate amortisation is included in other income
and gains in the statement of profit or loss. The loss arising from
impairment is recognised in the statement of profit or loss in other
expenses.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Investments and other financial assets (Continued)
Available-for-sale financial investments

Available-for-sale financial investments are non-derivative financial
assets in listed and unlisted equity investments and debt securities.
Equity investments classified as available for sale are those which
are neither classified as held for trading nor designated as at fair
value through profit or loss. Debt securities in this category are
those which are intended to be held for an indefinite period of
time and which may be sold in response to needs for liquidity or in
response to changes in market conditions.

After initial recognition, available-for-sale financial investments are
subsequently measured at fair value, with unrealised gains or losses
recognised as other comprehensive income in the available-for-sale
investment revaluation reserve until the investment is derecognised,
at which time the cumulative gain or loss is recognised in the
statement of profit or loss as other income, or until the investment
is determined to be impaired, when the cumulative gain or loss
is reclassified from the available-for-sale investment revaluation
reserve to the statement of profit or loss in other gains or losses.
Interest and dividends earned whilst holding the available-for-sale
financial investments are reported as interest income and dividend
income, respectively, and are recognised in the statement of profit
or loss as other income in accordance with the policies set out for
“Revenue recognition” below.

When the fair value of unlisted equity investments cannot be
reliably measured because (a) the variability in the range of
reasonable fair value estimates is significant for that investment or (b)
the probabilities of the various estimates within the range cannot
be reasonably assessed and used in estimating fair value, such
investments are stated at cost less any impairment losses.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Investments and other financial assets (Continued)
Available-for-sale financial investments (Continued)

The Group evaluates whether the ability and intention to sell
its available-for-sale financial assets in the near term are still
appropriate. When, in rare circumstances, the Group is unable
to trade these financial assets due to inactive markets, the Group
may elect to reclassify these financial assets if management has the
ability and intention to hold the assets for the foreseeable future or
until maturity.

For a financial asset reclassified from the available-for-sale category,
the fair value carrying amount at the date of reclassification
becomes its new amortised cost and any previous gain or loss on
that asset that has been recognised in equity is amortised to profit
or loss over the remaining life of the investment using the effective
interest rate. Any difference between the new amortised cost and
the maturity amount is also amortised over the remaining life of the
asset using the effective interest rate. If the asset is subsequently
determined to be impaired, then the amount recorded in equity is
reclassified to the statement of profit or loss.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or
part of a group of similar financial assets) is primarily derecognised
(i.e., removed from the Group’s consolidated statement of financial
position) when:

° the rights to receive cash flows from the asset have expired;
or

o the Group has transferred its rights to receive cash flows from
the asset or has assumed an obligation to pay the received
cash flows in full without material delay to a third party under
a "pass-through” arrangement; and either (a) the Group
has transferred substantially all the risks and rewards of the
asset, or (b) the Group has neither transferred nor retained
substantially all the risks and rewards of the asset, but has
transferred control of the asset.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Derecognition of financial assets (Continued)

When the Group has transferred its rights to receive cash flows
from an asset or has entered into a pass-through arrangement, it
evaluates if and to what extent it has retained the risk and rewards
of ownership of the asset. When it has neither transferred nor
retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the Group continues to recognise
the transferred asset to the extent of the Group’s continuing
involvement. In that case, the Group also recognises an associated
liability. The transferred asset and the associated liability are
measured on a basis that reflects the rights and obligations that the
Group has retained.

Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration
that the Group could be required to repay.

Impairment of financial assets

The Group assesses at the end of each reporting period whether
there is objective evidence that a financial asset or a group of
financial assets is impaired. An impairment exists if one or more
events that occurred after the initial recognition of the asset have an
impact on the estimated future cash flows of the financial asset or
the group of financial assets that can be reliably estimated. Evidence
of impairment may include indications that a debtor or a group
of debtors is experiencing significant financial difficulty, default
or delinquency in interest or principal payments, the probability
that they will enter bankruptcy or other financial reorganisation
and observable data indicating that there is a measurable decrease
in the estimated future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Impairment of financial assets (Continued)

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first assesses
whether impairment exists individually for financial assets that are
individually significant, or collectively for financial assets that are not
individually significant. If the Group determines that no objective
evidence of impairment exists for an individually assessed financial
asset, whether significant or not, it includes the asset in a group of
financial assets with similar credit risk characteristics and collectively
assesses them for impairment. Assets that are individually assessed
for impairment and for which an impairment loss is, or continues
to be, recognised are not included in a collective assessment of
impairment.

The amount of any impairment loss identified is measured as the
difference between the asset’s carrying amount and the present
value of estimated future cash flows (excluding future credit losses
that have not yet been incurred). The present value of the estimated
future cash flows is discounted at the financial asset’s original
effective interest rate (i.e., the effective interest rate computed at
initial recognition).

The carrying amount of the asset is reduced through the use of
an allowance account and the loss is recognised in the statement
of profit or loss. Interest income continues to be accrued on
the reduced carrying amount and is accrued using the rate of
interest used to discount the future cash flows for the purpose of
measuring the impairment loss. Loans and receivables together with
any associated allowance are written off when there is no realistic
prospect of future recovery and all collateral has been realised or
has been transferred to the Group.

If, in a subsequent period, the amount of the estimated impairment
loss increases or decreases because of an event occurring after the
impairment was recognised, the previously recognised impairment
loss is increased or reduced by adjusting the allowance account.
If a write-off is later recovered, the recovery is credited to other
expenses in the statement of profit or loss.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Impairment of financial assets (Continued)

Assets carried at cost

If there is objective evidence that an impairment loss has been
incurred on an unquoted equity instrument that is not carried at
fair value because its fair value cannot be reliably measured, or on
a derivative asset that is linked to and must be settled by delivery
of such an unquoted equity instrument, the amount of the loss is
measured as the difference between the asset’s carrying amount
and the present value of estimated future cash flows discounted
at the current market rate of return for a similar financial asset.
Impairment losses on these assets are not reversed.

Available-for-sale financial investments

For available-for-sale financial investments, the Group assesses
at the end of each reporting period whether there is objective
evidence that an investment or a group of investments is impaired.

If an available-for-sale asset is impaired, an amount comprising
the difference between its cost (net of any principal payment and
amortisation) and its current fair value, less any impairment loss
previously recognised in the statement of profit or loss, is removed
from other comprehensive income and recognised in the statement
of profit or loss.

In the case of equity investments classified as available for sale,
objective evidence would include a significant or prolonged decline
in the fair value of an investment below its cost. “Significant”
is evaluated against the original cost of the investment and
“prolonged” against the period in which the fair value has been
below its original cost. Where there is evidence of impairment,
the cumulative loss — measured as the difference between the
acquisition cost and its current fair value, less any impairment
loss on that investment previously recognised in the statement of
profit or loss — is removed from other comprehensive income and
recognised in the statement of profit or loss. Impairment losses on
equity instruments classified as available for sale are not reversed
through the statement of profit or loss. Increases in their fair value
after impairment are recognised directly in other comprehensive
income.

The determination of what is “significant” or “prolonged” requires
judgement. In making this judgement, the Group evaluates, among
other factors, the duration or extent to which the fair value of an
investment is less than its cost.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial
liabilities at fair value through profit or loss, loans and borrowings,
or as derivatives designated as hedging instruments in an effective
hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in the
case of loans and borrowings, net of directly attributable transaction
Costs.

The Group’s financial liabilities include trade and bills payables,
other payables and interest-bearing bank and other borrowings.

Subsequent measurement
The subsequent measurement of financial liabilities depends on
their classification as follows:

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings
are subsequently measured at amortised cost, using the effective
interest rate unless the effect of discounting would be immaterial,
in which case they are stated at cost. Gains and losses are
recognised in the statement of profit or loss when the liabilities
are derecognised as well as through the effective interest rate
amortisation process.

Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part
of the effective interest rate. The effective interest rate amortisation
is included in finance costs in the statement of profit or loss.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the
liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability
and a recognition of a new liability, and the difference between the
respective carrying amounts is recognised in the statement of profit
or loss.

Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net
amount is reported in the statement of financial position if there is
a currently enforceable legal right to offset the recognised amounts
and there is an intention to settle on a net basis, or to realise the
assets and settle the liabilities simultaneously.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is determined on the first-in, first-out basis and, in the case of
work in progress and finished goods, comprises direct materials,
direct labour and an appropriate proportion of overheads. Net
realisable value is based on estimated selling prices less any estimated
costs to be incurred to completion and disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents comprise cash on hand and demand
deposits, and short-term highly liquid investments that are readily
convertible into known amounts of cash subject to an insignificant
risk of changes in value, and have a short maturity of generally
within three months when acquired, less bank overdrafts which are
repayable on demand and form an integral part of the Group’s cash
management.

For the purpose of the statements of financial position, cash and
cash equivalents comprise cash on hand and at banks, including
term deposits and assets similar in nature to cash, which are not
restricted as to use.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is probable
that a future outflow of resources will be required to settle the
obligation, provided that a reliable estimate can be made of the
amount of the obligation.

When the effect of discounting is material, the amount recognised
for a provision is the present value at the end of the reporting
period of the future expenditures expected to be required to settle
the obligation. The increase in the discounted present value amount
arising from the passage of time is included in finance costs in the
statement of profit or loss.

Provisions for product warranties granted by the Group on certain
products are recognised based on sales volume and past experience
of the level of repairs and returns, discounted to their present values
as appropriate.

Income tax

Income tax comprises current and deferred tax. Income tax relating
to items recognised outside profit or loss is recognised outside profit
or loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount
expected to be recovered from or paid to the taxation authorities,
based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period, taking
into consideration the interpretations and practices prevailing in the
countries in which the Group operates.

Deferred tax is provided, using the liability method, on all temporary
differences at the end of the reporting period between the tax
bases of assets and liabilities and their carrying amounts for financial
reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

° when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a transaction
that is not a business combination and, at the time of the
transaction, affects neither the accounting nor taxable profit
or loss; and

o in respect of taxable temporary differences associated with
investments in subsidiaries and associates, when the timing
of the reversal of the temporary differences can be controlled
and it is probable that the temporary differences will not
reverse in the foreseeable future.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Income tax (Continued)

Deferred tax assets are recognised for all deductible temporary
differences, the carryforward of unused tax credits and any unused
tax losses. Deferred tax assets are recognised to the extent that it
is probable that taxable profit will be available against which the
deductible temporary differences, the carryforward of unused tax
credits and unused tax losses can be utilised, except:

o when the deferred tax asset relating to the deductible
temporary differences arises from initial recognition of an asset
or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the
accounting nor taxable profit or loss; and

. in respect of deductible temporary differences associated
with investments in subsidiaries and associates, deferred tax
assets are only recognised to the extent that it is probable
that the temporary differences will reverse in the foreseeable
future and taxable profit will be available against which the
temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of
each reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or
part of the deferred tax assets to be utilised. Unrecognised deferred
tax assets are reassessed at the end of each reporting period and
are recognised to the extent that it has become probable that
sufficient taxable profit will be available to allow all or part of the
deferred tax assets to be recovered.

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

Deferred tax assets and deferred tax liabilities are offset if a legally
enforceable right exists to set off current tax assets against current
tax liabilities and the deferred taxes relate to the same taxable entity
and the same taxation authority.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Government grants

Government grants are recognised at their fair value where there
is a reasonable assurance that the grant will be received and all
attaching conditions will be complied with. When the grant relates
to an expense item, it is recognised as income on a systematic basis
over the period that the costs, which it is intended to compensate,
are expensed.

Where the grant relates to an asset, the fair value is credited to a
deferred income account and is released to the statement of profit
or loss over the expected useful life of the relevant asset by equal
annual instalments or deducted from the carrying amount of the
asset and released to the statement of profit or loss by way of a
reduced depreciation charge.

Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be
measured reliably, on the following bases:

(@)  from the sale of goods, when the significant risks and rewards
of ownership have been transferred to the buyer, provided
that the Group maintains neither managerial involvement to
the degree usually associated with ownership nor effective
control over the goods sold;

(b) from the rendering of services, on the percentage of
completion basis, as further explained in the accounting
policy for “Contracts for services” below;

(©) interest income, on an accrual basis using the effective
interest method by applying the rate that discounts the
estimated future cash receipts over the expected life of the
financial instruments or a shorter period, when appropriate,
to the net carrying amount of the financial assets; and

(d) rental income, on a time proportion basis over the lease
terms.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Contracts for services

Contract revenue on the rendering of services comprises the agreed
contract amount. Costs of rendering services comprise labour and
other costs of personnel directly engaged in providing the services
and attributable overheads.

Revenue from the rendering of services is recognised based on the
percentage of completion of the transaction, provided that the
revenue, the costs incurred and the estimated costs to completion
can be measured reliably. The percentage of completion is
established by reference to the costs incurred to date as compared
to the total costs to be incurred under the transaction. Where the
outcome of a contract cannot be measured reliably for fixed price
telecommunication system contracts, revenue is recognised only to
the extent that the expenses incurred are eligible to be recovered.

Provision is made for foreseeable losses as soon as they are
anticipated by management.

Where contract costs incurred to date plus recognised profits less
recognised losses exceed progress billings, the surplus is treated as
an amount due from contract customers. Where progress billings
exceed contract costs incurred to date plus recognised profits
less recognised losses, the surplus is treated as an amount due to
contract customers.

Share-based payments

The Company operates a share option scheme for the purpose
of providing incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. Employees
(including directors) of the Group receive remuneration in the
form of share-based payments, whereby employees render services
as consideration for equity instruments (the “equity-settled
transactions”).

The cost of equity-settled transactions is recognised, together with
a corresponding increase in equity, over the period in which the
performance and/or service conditions are fulfilled in employee
benefit expense. The cumulative expense recognised for equity-
settled transactions at the end of each reporting period until the
vesting date reflects the extent to which the vesting period has
expired and the Group's best estimate of the number of equity
instruments that will ultimately vest. The charge or credit to the
statement of profit or loss for a period represents the movement in
the cumulative expense recognised as at the beginning and end of
that period.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Share-based payments (Continued)

No expense is recognised for awards that do not ultimately vest,
except for equity-settled transactions where vesting is conditional
upon a market or non-vesting condition, which are treated as
vesting irrespective of whether or not the market or non-vesting
condition is satisfied, provided that all other performance and/or
service conditions are satisfied.

Where the terms of an equity-settled award are modified, as a
minimum an expense is recognised as if the terms had not been
modified if the original terms of the award are met. In addition, an
expense is recognised for any modification that increases the total
fair value of the share-based payments, or is otherwise beneficial to
the employee as measured at the date of modification.

Where an equity-settled award is cancelled, it is treated as if it
had vested on the date of cancellation, and any expense not yet
recognised for the award is recognised immediately. This includes
any award where non-vesting conditions within the control of
either the Group or the employee are not met. However, if a new
award is substituted for the cancelled award, and is designated as
a replacement award on the date that it is granted, the cancelled
and new awards are treated as if they were a modification of the
original award, as described in the previous paragraph.

The dilutive effect of outstanding options is reflected as additional
share dilution in the computation of earnings per share.

Other employee benefits

Pension scheme

The employees of the Group’s subsidiaries which operate in China
are required to participate in a central pension scheme operated by
the local municipal government. These subsidiaries are required to
contribute a certain percentage of their payroll costs to the central
pension scheme. The contributions are charged to the statement of
profit or loss as they become payable in accordance with the rules
of the central pension scheme.

For the defined contribution schemes of the Group, the forfeited
contributions (by employers on behalf of employees who leave the
scheme prior to vesting fully in such contributions) would not be
used by the employer to reduce the existing level of contribution.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, i.e., assets that necessarily
take a substantial period of time to get ready for their intended
use or sale, are capitalised as part of the cost of those assets. The
capitalisation of such borrowing costs ceases when the assets
are substantially ready for their intended use or sale. Investment
income earned on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted from the
borrowing costs capitalised. All other borrowing costs are expensed
in the period in which they are incurred. Borrowing costs consist of
interest and other costs that an entity incurs in connection with the
borrowing of funds.

Dividends

Final dividends proposed by the directors are classified as a separate
allocation of retained profits within the equity section of the
statement of financial position, until they have been approved
by the shareholders in a general meeting. When these dividends
have been approved by the shareholders and declared, they are
recognised as a liability.

Interim dividends are simultaneously proposed and declared,
because the Company’s memorandum and articles of association
grant the directors the authority to declare interim dividends.
Consequently, interim dividends are recognised immediately as a
liability when they are proposed and declared.

Foreign currencies

The financial statements are presented in RMB which is the
Company's presentation currency. The Company’s functional
currency was changed from RMB to Hong Kong dollars (“HK$")
in the current year as a result of the business restructuring
completed in the current year. The Company became the corporate
management centre of the Group which undertook such corporate
management conducted in Hong Kong. Therefore, the primary
economic environment in which the Company operated was
changed to Hong Kong and its functional currency was changed
to HK$ accordingly. Each entity in the Group determines its own
functional currency and items included in the financial statements
of each entity are measured using that functional currency. Foreign
currency transactions recorded by the entities in the Group are
initially recorded using their respective functional currency rates
prevailing at the dates of the transactions. Monetary assets and
liabilities denominated in foreign currencies are translated at the
functional currency rates of exchange ruling at the end of the
reporting period. Differences arising on settlement or translation of
monetary items are recognised in the statement of profit or loss.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Foreign currencies (Continued)

Non-monetary items that are measured in terms of historical cost
in a foreign currency are translated using the exchange rates at the
dates of the initial transactions. Non-monetary items measured at
fair value in a foreign currency are translated using the exchange
rates at the date when the fair value was measured. The gain or loss
arising on translation of a non-monetary item measured at fair value
is treated in line with the recognition of the gain or loss on change
in fair value of the item (i.e., translation difference on the item
whose fair value gain or loss is recognised in other comprehensive
income or profit or loss is also recognised in other comprehensive
income or profit or loss, respectively).

The functional currencies of certain overseas subsidiaries are
currencies other than RMB. As at the end of the reporting period,
the assets and liabilities of these entities are translated into the
presentation currency of the Company at the exchange rates
prevailing at the end of the reporting period and their statements
of profit or loss are translated into RMB dollars at the weighted
average exchange rates for the year.

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the exchange
fluctuation reserve. On disposal of a foreign operation, the
component in the consolidated statement of comprehensive income
relating to that particular foreign operation is recognised in the
statement of profit or loss.

Any goodwill arising on the acquisition of a foreign operation and
any fair value adjustments to the carrying amounts of assets and
liabilities arising on acquisition are treated as assets and liabilities of
the foreign operation and translated at the closing rate.
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3.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

The preparation of the Group’s financial statements requires
management to make judgements, estimates and assumptions
that affect the reported amounts of revenues, expenses, assets and
liabilities, and their accompanying disclosures, and the disclosure
of contingent liabilities. Uncertainty about these assumptions and
estimates could result in outcomes that could require a material
adjustment to the carrying amounts of the assets or liabilities
affected in the future.

Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart from those
involving estimations, which have the most significant effect on the
amounts recognised in the financial statements:

Transfer of financial assets

When the Group has transferred its rights to receive cash flows
from an asset or has entered into a pass-through arrangement, and
has neither transferred nor retained substantially all the risks and
rewards of the asset nor transferred control of the asset, the asset
is recognised to the extent of the Group’s continuing involvement
in the asset. Significant judgement is often required when the
Group has neither transferred nor retained substantially all the risks
and rewards of the asset nor transferred control of the asset, and
estimates the extent of the Group’s continuing involvement in the
asset.

Recognition of deferred tax liability for withholding taxes
Deferred tax liability should be recognised for withholding tax
levied on dividends declared to foreign investors from the foreign
investment enterprises established in Mainland China. Significant
management judgement is required to determine the amount
of deferred tax liabilities that can be recognised, based upon the
probability that dividends would be declared. The Group is of the
view that it is able to fully control the timing of the reversal of the
temporary difference arising from dividend distribution of these
subsidiaries and it is not probable that these subsidiaries will make
such profit distribution in the foreseeable future. Therefore, the
Group has not recognised any deferred tax liability for withholding
taxes. More details are set out in note 20.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (Continued)

Estimation uncertainty

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 the
carrying amounts of assets and liabilities within the next financial
year, are described below.

Revenue recognition

For contracts involving multiple deliverables, the Group generally
evaluates each deliverable to determine whether it represents
a separate unit based on the following criteria: (i) whether the
delivered item has value to the customer on a stand-alone basis,
and (ii) whether the completion of the contract (that includes a
general right of return), delivery or performance of the undelivered
item(s) is considered probable and substantially in the control of the
Group.

The Group's determination of whether deliverables within a
multiple element arrangement can be treated separately for
revenue recognition purposes involves significant estimates and
judgements, such as whether delivered elements have stand-alone
value to the customer. Changes to the Group’s assessment of the
accounting units in an arrangement and/or its ability to establish fair
values could significantly change the timing and value of revenue
recognition.

Arrangement consideration shall be allocated at the inception of the
arrangement to all deliverables on the basis of their relative selling
price (the relative selling price method). When applying the relative
selling price method, the selling price for each deliverable shall be
determined using vendor-specific objective evidence (“VSOE") of
selling price, if it exists; otherwise, third-party evidence of selling
price. If neither vendor-specific objective evidence nor third-party
evidence of selling price exists for a deliverable, the vendor shall
use its best estimate of the selling price for that deliverable when
applying the relative selling price method.

The Group's assessment of which revenue recognition guidance is
appropriate for accounting for a deliverable also involves significant
judgement. This assessment could significantly impact the amount
and timing of revenue recognition.
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3.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (Continued)

Estimation uncertainty (Continued)

Impairment of goodwill

The Group determines whether goodwill is impaired at least on an
annual basis. This requires an estimation of the value in use of the
cash-generating units to which the goodwill is allocated. Estimating
the value in use requires the Group to make an estimate of the
expected future cash flows from the cash-generating units and also
a suitable discount rate to calculate the present value of those cash
flows. The carrying amount of goodwill at 31 December 2014 was
RMB61,146,000 (2013: RMB61,146,000). Further details are set out
in note 16 to the financial statements.

Impairment of non-financial assets (other than goodwill)

The Group assesses whether there are any indicators of impairment
for all non-financial assets at the end of each reporting period. Non-
financial assets are tested for impairment when there are indicators
that the carrying amounts may not be recoverable. An impairment
exists when the carrying value of an asset or a cash-generating unit
exceeds its recoverable amount, which is the higher of its fair value
less costs of disposal and its value in use. The calculation of the fair
value less costs of disposal is based on available data from binding
sales transactions in an arm’s length transaction of similar assets or
observable market prices less incremental costs for disposing of the
asset. When value in use calculations are undertaken, management
must estimates the expected future cash flows from the asset or
cash-generating unit and chooses a suitable discount rate in order
to calculate the present values of those cash flows.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (Continued)

Estimation uncertainty (Continued)

Impairment of loans and receivables

The Group assesses at the end of each reporting period whether
there is any objective evidence that a loan/receivable is impaired.
To determine whether there is objective evidence of impairment,
the Group considers factors such as the probability of insolvency
or significant financial difficulties of the debtor and default or
significant delay in payments. Where there is objective evidence
of impairment, the amount and timing of future cash flows are
estimated based on historical loss experience for assets with similar
credit risk characteristics. Further details are set out in note 23 and
24 to the financial statements.

Termination benefits

Termination benefits are recognised at the earlier of when the
Group can no longer withdraw the offer of those benefits and
when the Group recognises restructuring costs involving the
payment of termination benefits.

Useful lives and residual values of property, plant and
equipment

The management determines the residual values, useful lives and
related depreciation charges for its property, plant and equipment.
This estimate is based on the historical experience of the actual
residual values and useful lives of property, plant and equipment of
similar nature and functions and may vary significantly as a result
of technical innovation and keen competition from competitors,
resulting in higher depreciation charge and/or write-off or write-
down of technically obsolete assets when residual values or useful
lives are less than previously estimated. As at 31 December 2014,
the carrying amount of property, plant and equipment of the Group
was approximately RMB315,009,000 (2013: RMB429,220,000).
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (Continued)

Estimation uncertainty (Continued)

Net realisable value of inventories

The Group performs regular review of the carrying amounts of
its inventories with reference to aged analyses of the Group's
inventories and projections of expected future saleability of goods,
and also based on management’s experience and judgement.
Based on this review, write-down of inventories is made when the
estimated net realisable values of inventories decline below their
carrying amounts. Due to changes in the technological, market and
economic environment and customers’ preference, actual saleability
of goods may be different from estimation and profit or loss could
be affected by differences in this estimation. As at 31 December
2014, impairment losses of RMB8,514,000 (2013: RMB9,871,000)
have been recognised for inventories.

Deferred tax assets

Deferred tax assets are recognised for all deductible temporary
differences and unused tax losses to the extent that it is probable
that taxable profit will be available against which the deductible
temporary differences and unused tax losses can be utilised.
Significant management’s judgement is required to determine the
amount of deferred tax assets that can be recognised, based upon
the likely timing and level of future taxable profits together with
future tax planning strategies. Further details are set out in note 20
to the financial statements.
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OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into business
units based on their products and services. During the second half
of the current year, the Group underwent a business restructuring
and gradually transformed its operation model to research and
development and sales and marketing oriented. Up to 31 December
2014, the Group substantially completed the business restructuring
and changed the structure of the internal organisation in a manner
that caused the composition of its reportable segments to change.
Based on the new internal organisation as a result of the business
restructuring, the Group has two reportable operating segments
and the corresponding items of segment information for the year
ended 31 December 2013 have been restated for presentation on
the same basis. The two reportable segments are set out as follows:

(@  The communication system segment engages in providing
Private Network solutions, construction of base stations for
telecommunications networks including TD-LTE, TD-SCDMA
and GSM network, trading of telecommunications equipment,
such as IPRAN, xPON and microwave telecommunication
equipment, and the manufacture and sale of mobile phone
handsets, related accessories and related software, Mobile
Internet terminals.

(b)  The signal transmission and connectivity products segment
engages in the manufacture and sale of power cord cable
and assembly, automotive wiring harness and other products.

Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions about
resources allocation and performance assessment. Segment
performance is evaluated based on reportable segment profit/
(loss), which is a measure of adjusted profit/(loss) before tax
from continuing operations. The adjusted profit/(loss) before tax
from continuing operations is measured consistently with the
Group's profit/(loss) before tax from continuing operations except
that interest income, finance costs, as well as other unallocated
head office and corporate expenses are excluded from such
measurement.

Segment assets exclude available-for-sale investments, deferred tax
assets, cash and cash equivalents and other unallocated head office
and corporate assets as these assets are managed on a group basis.

Segment liabilities exclude deferred tax liabilities, interest-bearing
bank and other borrowings, tax payable and other unallocated head
office and corporate liabilities as these liabilities are managed on a
group basis.

—Z—FF3R Annual Report 2014

Notes to Financial Statements (Continued)

BA RS R AR BYRE ()

31 December 2014
—F-mE+=f=+—A

RETHER

REEME - AEBEREER MRS - AT
RIXBEN - EAFENFF - AEEETE
HEMR  HHREEAE QAT EEBEERT
BHERAER - BE_T—NF+-_A=+—
B AEBARTEKTEBEHL HEEA
BRARARZRTE - BUEE A HmEDAHNASBE
B - REXBEARMOAMABERS - A%
A ER SR ERE DR - WE LA R E2ERL
EBRMEBINAKEHRE_FT—=F+_H
=t HALEFERENDMERIEAR - MER
WEDEBIIAT

(@) BERRO CERHEVERT
=

SCODMARGSM#B4R ) ~ B E B &E (0
IPRAN ~ xPON K UK @5 %45 ) » A RE
EREEFIRES - ARG REER
- AR E BB ER o

(b) (EHREEIERERDE  EEELENH
EERGEAN - RERRNEMER

BEEEBYERAEE QLD EESE - U3t
BRDERRRFEELIRE - DHRBERIE
ATRED RS (BRI - ERgge
EBEABERBANER,(BB) 25t & - 1758
REEBERERBATRS,(BR) 2585
AEAEEFBELCEEB BB, (8
B30 ERBWA - BERAAREMARD
L@ ER R ARRAXIE TS ABHE

DMEETEBRAHBERE EEMEAE
E A2 MReFENREMRD REHRER
RRABIEE  FARZFEERSEEETRE

DHBBETERECHEARE  fTERITEHE
EE  BNREREMRDEAREERLA
AEE ERZRSaEREREEEE -

BLHEHE 2B 5 PR 2 7 HL Technology Group Limited



Notes to Financial Statements (Continued)

PR RARBYRE ()

31 December 2014
—F-mE+=A=+—A

4. OPERATING SEGMENT INFORMATION (Continued) 4. R&HIBER(#)
Year ended 31 December 2014 BE-—Z—NE+=—A=+—HILEE

Signal trans-

mission and

Communication connectivity
system products Total

(ChA-L)
BRERAG EREm EH)
RMB'000 RMB'000 RMB’000
ARBT R AR®TR AR®TR

Segment revenue paRaill 6 1,393,914 702,854 2,096,768
Segment results PEREE 108,304 8,243 116,547
Reconciliation: HE
Interest income FLBUA 2,888
Finance costs BVE RN (52,665)
Corporate and other unallocated expenses NRIREMRSBERX (2,864)
Profit before tax from BEREEK

continuing operations BRBATER 63,906
Segment assets PHEE 1,400,174 837,097 2,237,271
Reconciliation: SEE
Corporate and other unallocated assets NEREMADEEE 192,614
Total assets mEE 2,429,885
Segment liabilities PHBEE 866,788 201,262 1,068,050
Reconciliation: HE
Corporate and other unallocated liabilities Nl REMARDEERE 506,447
Total liabilities = 1,574,497
Other segment information: Hit D HEHR
Impairment losses recognised in the statement P85 & PR 2 (B

of profit or loss B8 13,198 16,835 30,033
Depreciation and amortisation WEREHE 24,119 31,865 55,984
Capital expenditure BEARFEY 11,891 25,263 37,154
Other non-cash expenses HiER ey - 1,056 1,056
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4.

OPERATING SEGMENT INFORMATION (Continued)
Year ended 31 December 2013

4,

Notes to Financial Statements (Continued)

BARE SRR BTRE ()

31 December 2014
—FE—FEF=H=+—H

reESTER (&)
BE-E—=F+-"A=+—HILEE

Signal trans-
mission and
Communication connectivity
systems products
ERER K
BEZER ERES
RMB'000 RMB'000 RMB'000
AREFTT ARETTT ARETT
(Restated)
(&E7)
Segment revenue 2 EWE 1,046,991 1,665,534 2,712,525
Segment results DEEE 99,343 (110,294) (10,951)
Reconciliation: S
Interest income FEUA 4,173
Finance costs AR (150,551)
Corporate and other unallocated expenses Nl REMAD B 2,387
Loss before tax from BEREER
continuing operations BRBAIER (154,942)
Segment assets IWEE 1,372,075 964,714 2,336,789
Reconciliation: SR
Corporate and other unallocated assets NAREMRIBLEE 81,133
Total assets BEE 2,417,922
Segment liabilities AHEE 731,147 256,719 987,866
Reconciliation: JHE
Corporate and other unallocated liabilities AR RHEMANPEEE 634,439
Total liabilities HwaE 1,622,305
Other segment information: HitpHER
Impairment losses recognised in the statement R IEZHE TR 2 E
of profit or loss B8 14,998 13,544 28,542
Depreciation and amortisation HEREH 27,900 43,929 71,829
Capital expenditure* BRI * 10,744 148,123 158,867
Other non-cash expenses HidRemx - 6,052 6,052
e Capital expenditure consists of additions to property, plant and equipment, 3 EAMSTBEDE  BELERBRERBEKE

—HNBEAREESAMETEE

other intangible assets including assets from the acquisition of a subsidiary.
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Notes to Financial Statements (Continued)

BARE SRR BT RE ()

31 December 2014

—EF+—F=4+—H
4. OPERATING SEGMENT INFORMATION (Continued) 4. K& HI,ER (@)
Geographical information #h 38 )
(a) Revenue from external customers (a) ZREMBEEZWA

2014 2013
—F-nmE

RMB’000 RMB'000
AR¥TR ARETT

Mainland China AR B 1,058,748 2,066,087
Taiwan = 721,907 252,432
Korea =15 91,605 308,123
The United States of America ESE - 74,659
Hong Kong B 197,879 508
Other countries and areas HER R & 26,629 10,716
2,096,768 2,712,525
The revenue information of continuing operations above is FRERE RS MAERTIAE R 2
based on the locations of the customers. FriE 26 BAER o
(b) Non-current assets (b) FRBEE

2014 2013
—E-mE

RMB’'000 RMB'000
ARETT ARBET T

Mainland China R A 608,691 763,165
Hong Kong &k 238 297
608,929 763,462
The non-current assets information of continuing operations i s ek JE S EE B AR T
above is based on the locations of the assets and excludes BEZFIEE A ERTNEESR
financial instruments and deferred tax assets. TEAREERIBEE -
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OPERATING SEGMENT INFORMATION (Continued) 4.
Information about a major customer

Revenue from continuing operations of approximately
RMB721,907,000 (2013: RMB349,377,000) for the current year
was derived from sales by the communication system segment to
a major external customer from whom the revenue individually

derived has exceeded 10% of the revenue of the Group.

5. REVENUE, OTHER INCOME AND GAINS 5.
Revenue, which is also the Group’s turnover, represents the net
invoiced value of goods sold, after allowances for returns and trade

discounts and the value of services rendered during the year.

An analysis of revenue, other income and gains from continuing

operations is as follows:

Revenue

Sales of goods and software products
Rendering of services

Royalty income

Other income and gains
Bank and other interest income
Government grants released (note 29)
Net gains on disposals of subsidiaries
Discounted amount of other borrowings
arising from the passage of time
Foreign exchange differences, net
Fair value gains, net
Commodity derivative contracts
Guarantee fee income
Others

A
HEERERFER
B AR

EHEE A

Hbg AR Wi

RIT REMF BHA
EEBBUTHRE (H:£29)
HEMB AR 2K HEE
HibfE R R ERAES
ZR B

PE H 2 RS

DA BEWEFE
ERITETAER
ERBWA

Hitp

Notes to Financial Statements (Continued)

BARE SRR BTRE ()

ReEFEIER ()
BRIERF &R

REEREBELEEBZRAHNDARE
721,907,000 T ( — T — =ZF : AR ¥
349,377,0007T) Jh 2R B iB1s &
ZHNREFPRIEE - MAZEFPIEZRAE
VETEBBASERARI0% °

WA~ Epi AR WKza
WA - FAREEZEEE  REEHEYY
BRFEARE R ST INAERE R

\ 37
B H

31 December 2014
—FE—FEF=H=+—H

P —BE

RIS EME -
REFELEEBZWA - bl AR E 2
DT
2014 2013
—E—mEF T—=F
RMB’000 RMB’'000
AR®T T AREET T
1,817,836 2,601,658
278,932 105,207
- 5,660
2,096,768 2,712,525
2,888 4,173
4,916 5,864
1,813 1,857
- 7,817
993 -
- 204
10,180 806
2,791 362
23,581 21,083
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Notes to Financial Statements (Continued)

BARE SRR BT RE ()

31 December 2014

—=F

F-AF1+=A=1—H
6.

“Administrative expense” and “Research and development expenses” in

the consolidated statement of profit or loss.

***  No amortisation of other intangible assets was included (2013:

RMB267,000).

HL Technology Group Limited 3LHRHZEEAR A 7

PROFIT/(LOSS) BEFORE TAX 6. BRBIADREF(EE)
The Group'’s profit/(loss) before tax from continuing operations is REERFRESLER BB (BE)E
arrived at after charging/(crediting): g GtA)AT&IE -
2014 2013
—E—-E T——fF
Notes RMB’'000 RMB’000
Htat AR®T T AREETTT
Cost of inventories sold* BEEFEXA* 1,818,450 2,344,647
Depreciation e 14 32,041 39,525
Amortisation of prepaid land lease BETEN LR E A
payments 2,134 2,475
Amortisation of other intangible assets** {2 4 = b 72 & £ * 17 21,809 29,829
Impairment of property, plant and W% - BE REERE
equipment 14 15,732 1,772
Impairment of other intangible assets Efh & ERE 17 1,905 2,402
Impairment of trade receivables B 5 EIGRIB R E 23 3,820 1,539
Impairment of other receivables E A FEUGRIE &
and prepayments AR RIERE 24 62 12,958
Minimum lease payments under EHE Z sERENR
operating leases 8,612 5,609
Auditors’ remuneration ZEEM B & 2,200 2,200
Research and development costs*** T BS  A * ** 32,678 92,673
Government grants released BRI T G 29 (4,916) (5,864)
Foreign exchange differences, net M = EH (993) 164
Employee benefit expenses (including EERNAX (BIEEER
directors’ and a chief executive’s TREEMNE)
remuneration)
— Wages and salaries —TENES® 68,975 276,958
— Equity-settled share option expense —DEREENERERS = 203
— Pension scheme contributions —RRESFHEIHR 6,319 14,445
— Termination benefit —BHRTEF 12,621 -
87,915 291,606
Write-down of inventories to net MoR T &= r] #3RFE
realisable value 8,514 9,871
Loss on disposal of items of property, HEME  KEREE
plant and equipment HA 2 B8 1,056 6,052
Bank and other interest income HRIT R H AR S A (2,888) (4,173)
Net gains on disposals of subsidiaries HEHE AR 2 F e (1,813) (1,857)
* Inclusive of write-down of inventories to net realisable value. & BIERIFEMRZE R B3R FE -
**  Amortisation of other intangible assets is included in “Cost of sales”, > BEEMBREEMAGEBREROIEEK

K ITHFRX IR R BB R °

ok WABEBEAMEREE(CT—=F : AR

267,0007T) °
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7. FINANCE COSTS 7.

An analysis of finance costs from continuing operations is as
follows:

Notes to Financial Statements (Continued)

BARE SRR BTRE ()

31 December 2014
—FE—FEF=H=+—H

ME KA
KBRS EHORERANITWT -

Group
AEE

2014 2013
—ZE-mF —T—=F

RMB’000 RMB'000
AR®TR ARETT

Interest on bank and other borrowings AR RFNEEEERIT
wholly repayable within five years REMEETF S 43,262 68,475
Interest on a promissory note HOL BB B - 82,237
Others H 9,403 -
Less: interest capitalised B AR S - (161)
52,665 150,551
8. DIRECTORS’ AND CHIEF EXECUTIVE'S 8. EENTHARTM
REMUNERATION

Directors’ and chief executive’s remuneration for the year, disclosed
pursuant to the Listing Rules and section 78 of Schedule 11 to the
Hong Kong Companies Ordinance (Cap. 622) with reference to
section 161 of the predecessor Hong Kong Companies Ordinance
(Cap. 32), is as follows:

B EmRAIREB(RRIGRAINE622F )i &k
118781 - 2ER BB RRIGHNEIRE)E
16 VIR T LA EE  FNEE RITHAZR M 10
T

Group
AEE

2014 2013
—F-MmF —T=fF

RMB’000 RMB’000
AR®TR ARETT

Fees: we
Executive directors and a non-executive WITEE R —RBIENTES
director 180 224
Independent non-executive directors BYIERITES 358 302
538 526
Other emoluments of executive directors: PITESHEMBE ¢
Salaries, allowances and benefits in kind e R REYER 1,511 1,100
Pension scheme contributions RIREFT BN 61 44
1,572 1,144
2,110 1,670
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Notes to Financial Statements (Continued)

BARE SRR BT RE ()

31 December 2014
—F—FEF=H=+—H

8. DIRECTORS’ AND CHIEF EXECUTIVE'S 8. EEBRTHAIFTM =)
REMUNERATION (Continued)
(a) Independent non-executive directors (a) BIAFHTEE
The fees paid to independent non-executive directors during FANFELIFNTESHESOT ¢

the year are as follows:

2014 2013
—Z-mEF —T—=

RMB’'000 RMB'000
ARETT AREET T

Ms. Zheng Lin B2+ 40 40
Mr. Shu Wa Tung, Laurence! APEEER S A = 61
Mr. Song Lizhong' R RAAE - 17
Mr. Thomas Tam? R B A A2 159 92
Mr. Pao Ping Wing? IR SR SE A2 159 92
358 302
There were no other emoluments payable to the independent FERNEENIB IERITEENEMEN S
non-executive directors during the year (2013: Nil). (ZF—=4F : 4E) o
1 These directors have retired as directors of the Company since 29 1 MU EER-_E—=S£RA=-t+hHE#E
May 2013. REAARES -
2 These directors have been appointed as directors of the Company 2 ZRUEEE T =FRAA-t+hBi#
since 29 May 2013. BZERALRES -
(b) Executive directors, a non-executive director (b) HITES > —ZIEHTESERITH
and the chief executive s

Salaries,
allowances Pension
and benefits scheme Total
in kind contributions remuneration

e RER RAFTE
ik BNER T EIHR FmE
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRE AR®TR AR®TRT AR%TR

2014 —E-MEF

Executive directors: HITES .
Mr. Chi Shaolin BOMEE 60 222 8 290
Mr. Cheng Wen B L 60 478 13 551
Mr. Lu Chengye [ e 60 811 40 911

180 1,511 61 1,752
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Notes to Financial Statements (Continued)

BARE SRR BTRE ()

31 December 2014
—FE—FEF=H=+—H

8. DIRECTORS’ AND CHIEF EXECUTIVE'’S 8. EERITHATREFM»
REMUNERATION (Continued)
(b) Executive directors, a non-executive director (b) BMITEE  —BIHTEERITH
and the chief executive (Continued) wWEE

Salaries,
allowances Pension
and benefits scheme Total
Fees in kind contributions  remuneration

e R R BRI
e EWER st B Hrem
RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBTT ARBTT  ARMTE

2013 —B-=F
Executive directors: HITES
Mr. Chi Shaolin EBOMESE 60 233 8 301
Mr. Li Jianming' FRIALAE 53 172 7 232
Mr. Jiang Taike' BARMEAE 53 258 7 318
Mr. Lu Chengye BRELE 35 378 22 435
Mr. Cheng Wen BXEE 8 59 - 67
209 1,100 44 1,353
Non-executive director: FHTES:
Ms. Xu Yiming? FES Lt 15 - - 15
224 1,100 44 1,368

; ZRNEEFA T —=F+—ATHAR

1 These directors have resigned as directors of the Company since 15

November 2013. REARFES -
2 The director has retired as director of the Company since 29 May : AUERE-—F-=FRAA-TAREER
2013. FERRRES -
Mr. Chi, the chief executive officer, assumes the role as a THEFBR S TR AN - ot
chief executive and his emoluments for services rendered by BRIRHREFEA S B2EN LR
him have been included in the above. BEE o
There is no arrangement under which a director or the chief FANEZSHA TR RS AR L HER
executive waived or agreed to waive any remuneration during ol R B REEE N
the year.
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Notes to Financial Statements (Continued)

BARE SRR BT RE ()

31 December 2014
—F—FEF=H=+—H

9. FIVE HIGHEST PAID EMPLOYEES
The five highest paid employees during the year included two
executive directors of the Company, Mr. Cheng Wen and Mr.
Lu Chengye who are not the chief executive (2013: one). Details
of the remuneration for the year of the remaining three (2013:
four) highest paid employees who are neither a director nor chief
executive of the Company are as follows:

e
RIRSFEIHR

Salaries, allowances and benefits in kind
Pension scheme contributions

RN EYRER

hfugEEHES
FREMREHEELFADARLRAITE
FRRICIL A RBA A S (WIEATIRAR) (=
T—=F 1) - FRANHEB=R(ZT—=
F - )W IAR A EFRITRERNBREH
(BB MFBEEMT

2014 2013
—¥-—mE —T=F
RMB*000 RMB'000
ARMT T ARBTT
1,124 1,949

102 42

1,226 1,991

The number of non-director and non-chief executive highest paid
employees whose remuneration fell within the following band is as
follows:

FENTHENFES MIFTRERNES
HREREABLT :

Number of employees

Nil to HK$1,000,000

Z£%1,000,000% 7T

10. INCOME TAX

Hong Kong profits tax has been provided at the rate of 16.5% on
the estimated assessable profits arising in Hong Kong during the
year. Taxes on profits assessable elsewhere have been calculated
at the rates of tax prevailing in the countries in which the Group

operates.

122 HL Technology Group Limited 5L#E @A R 2 F

10.
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—E-NF
3 4
Frig®t

FACR16.5%HEFIRE BB AT BRD
wmAFHEE BN ST AR o Bibit R e ER
ENEOHBECEAEE R L AEBRKOE I

szl =
REHHE -
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Notes to Financial Statements (Continued)

BARE SRR BTRE ()

31 December 2014
—FE—FEF=H=+—H

10. INCOME TAX (Continued) 10. FREBi(m)
No material provision for Hong Kong profits tax has been made as ERAEEEE-_T—=F+_A=1+—H1t
the Group did not have material assesable profits arising in Hong FEWERGESNEANEZRTORA - Skt
Kong during the year ended 31 December 2013. EETREADBHGHEME
Group
rEE

2014 2013
—E-ImF

RMB’000 RMB’000
ARET T ARETT

Current — Hong Kong BNER— &%
Charge for the year FEAHIE 11,555 -
Current — Mainland China BVER— AR B At
Charge for the year FATIE 5,956 14,752
Underprovision in prior years BATFERETR = 227
Deferred income tax (note 20) RIEFTISRL (AT EE20) (1,394) (2,747)
Withholding tax TEFNR = 12,788
Total tax expense for the year F TR L A58 16,117 25,020
The Group is subject to income tax on an individual legal entity R BRBIR AR B A A A ATEE b M A8 & b )
basis on profits arising in or derived from the tax jurisdictions in M a AEREREESRBROAE - REE
which companies within the Group are domiciled and operate. AEBBEEMMNATISH o
Except for the following companies, the subsidiaries of the BRUATREISN - ANQE AR B R S 2 HT 8
Company established in Mainland China are subject to corporate RNAEIPRALA TN FEBIR25% 5 E M E M EFT
income tax (“CIT") at the statutory tax rate of 25% in the following BR([TEMER])
years:

AETAHETARAR (‘HEET")
Weihai Honglin Electronic Co., Ltd.* (“Weihai Electronic”) 15.0% 15.0%

EBEEHBERBARAR (EEHE)
Shenyang New Postcom Co., Ltd.* (“Shenyang Company”) 15.0% 15.0%

* The English names are for identification purposes only. 3 B ATBEEHER
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BARE SRR BT RE ()

31 December 2014
—F—FEF=H=+—H

10.

INCOME TAX (Continued)

Profit/(Loss) before tax from

10. Fr8#i(®)

REFEEEEBNGRBR AT,

2014
—B-mE

RMB’000
AR®TR

2013
—E—=F
RMB’000
NS

continuing operations (E18) 63,906 (154,942)
Tax at the statutory tax rate of 16.5% 1£16.5%(ZZF—=%F : 25%)

(2013: 25%) EE MR EHHIEA 10,544 (38,735)
Different tax rates enacted by local authority TR B E R R R 3,551 6,286
Effect of withholding tax at 10% on the E10% 2 BiE g A KB

distributable profits of the Group’s PRC AP BB B 2 B B 9 g A

subsidiaries WHR 2 TEHHE 2 72 = 12,788
Adjustments in respect of current tax of B HAR ) BN AR 1B A

previous periods - 227
Losses attributable to an associate —MEE N R ERER = 40
Expenses not deductible for tax TR R A = 35 1,273
Reversal of tax losses previously recognised PR B E R E D - 937
Tax losses not recognised RIERTISE B 1,068 42,204
Effect on opening deferred tax of Aot =3 AN BR R E R IE 2

increase in rates %‘/’i” 1,332 -
Tax losses utilised from previous periods ERBREHEZHIEESE (413) -
Tax expense at the Group's effective rate RAEBERRRAENTHIERY 16,117 25,020

11. PROFIT/(LOSS) ATTRIBUTABLE TO OWNERS OF 11.
THE PARENT
The consolidated profit/(loss) attributable to owners of the BHE-ZT—NF+-_A=T—HILFEZEA
T%ﬁﬁA!‘HEﬁémﬁ?ﬁ/(EﬁE ) BEAR
#2,864,000LZ BHE(—Z—=F : BEAR
#£76,970,0007T ) B FEAN R &) B 15 ¥k BR 2R (Ff

DREE AREER, (FE)

parent for the year ended 31 December 2014 includes a loss of
RMB2,864,000 (2013: loss of RMB76,970,000) which has been
dealt with in the financial statements of the Company (note 32(b)).

E32(b)) °
12. DIVIDEND 12. KE
No dividend have been paid or proposed by the Company during REBEZZ—NF+-_A=+—HLFEAKR

the year ended 31 December 2014 and subsequent to the end of BWEHARE - AR A SR SRR AR
the reporting period (2013 Nil). B(-Z—=F:8)-
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13. EARNINGS/(LOSS) PER SHARE ATTRIBUTABLE 13.
TO ORDINARY EQUITY HOLDERS OF THE

PARENT

The calculation of the basic earnings/(loss) per share amounts
is based on the profit/(loss) for the year attributable to ordinary
equity holders of the parent, and the weighted average number of
ordinary shares of 720,000,000 (2013: 720,000,000) in issue during

the year.

The calculations of basic and diluted earnings/(loss) per share are

based on:

Profit/(loss) attributable to ordinary equity holders
of the parent, used in the basic and diluted
earnings/(loss) per share calculations:

From continuing operations
From the discontinued operation

Weighted average number of ordinary shares
in issue ('000) during the year used in the basic
and diluted earnings/(loss) per share calculations

Eamnings/(loss) per share:
Basic and diluted
- For continuing operations

- For the discontinued operation

FRRTERESTE ARG
w5/ (B1])  AREREL
rEERN/ (BR)ZFE -
REBELEEH
KACKRIEEERH

FADETERRIMETHE(TR)

ANERETREERN/ (BR

Zit8
sRaN/ (58)
HEAREE

—FEERER

—DRIMEERS

Notes to Financial Statements (Continued)

BARE SRR BTRE ()

31 December 2014
—FE—FEF=H=+—H

BAREERESFEARGER
&R, (BE)

BREARAF (BB DREAFERIARYE
AREREE ARGERRN(BR) UERFEA
O 317 & A% 720,000,000 % (=T — =4 :
720,000,0000% ) 2 Nt FHEEE -

SREARBERF (BI8) 2 A TS
FRIKHE

2014
-g-mg

2013
—T-=F
RMB'000
ARETT

RMB'000
N

49,382 (177,375)
- (135)
49,382 (177,510)
)
720,000 720,000
AERHERMB6.86 centsh  (AREERMB24.64 cents?)

- (AR¥RMB0.01 cents?)

Diluted earnings/(loss) per share is the same as the basic earnings/
(loss) per share as there were no potentially dilutive shares in
existence during the years ended 31 December 2014 and 31

December 2013.

—Z—PUE R Annual Report 2014

BREFERN (BER)BSRERRF(E
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Notes to Financial Statements (Continued)

PR RARBYRE ()

31 December 2014
—F-mE+=A=+—A

14. PROPERTY, PLANT AND EQUIPMENT 14. Y% - BERFZE
Group REE

Office
equipment
Plant and Motor and other  Construction
31 December 2014 Buildings equipment vehicles facilities process Total

“E-ME+-A=t-H BF  REREH nE EERIR st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR  ARBTR  ARBTz  AR®Tz  AR®TR  ARETR

Cost: A
At 1 January 2014 RZE-WEF
—A—8 285,381 132,056 2,890 22,496 60,683 503,506

Additions NE 251 10,478 1,071 1,478 12,183 25,461
Disposals RE (123) (4,893) (317) (5,369) - (10,702)
Disposal of a subsidiary HE—EHBAA

(note 34) (Hit34) (37,968) (162) (119) (88) (53,529) (91,866)
Transfers b 3,772 2,784 - 653 (7,209) -

At 31 December 2014 RZE—-ME
+-A=1—-H 251,313 140,263 3,525 19,170 12,128 426,399

Accumulated depreciation  2EHTE KRfE -
and impairment;

At 1 January 2014 RZE—-WEF
—A—H 20,735 41,130 1,032 11,389 - 74,286
Depreciation provided FREHRZINE
during the year 10,347 18,617 752 2,325 - 32,041
Disposals RE (6) (3,855) (138) (2.746) - (6,745)
Impairment during the year  FREE 1,685 10,589 6 62 3,390 15,732
Disposal of a subsidiary HE—HMBERA
(note 34) (Hrit34) (459) (17) (50) ®) (3,390) (3,924)
At 31 December 2014 RZE—-MF
+ZA=+-H 32,302 66,464 1,602 11,022 - 111,390
Net carrying amount: BEFE:
At 31 December 2014 RZE—NEF
+-A=+—-H 219,011 73,799 1,923 8,148 12,128 315,009
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14. PROPERTY, PLANT AND EQUIPMENT (Continued)

Group (Continued)

31 December 2013

~3-=4+-A=t-8

Cost: A
At 1 January 2013 RZE—=%
—-A-H
Additions NE
Acquisition of a subsidiary — WEE—EIHB LA
(note 33) (B7:#33)
Disposals RE
Disposal of a subsidiary HE—RMBRA
(note 34) (Bizt34)
Transfers EEt
At 31 December 2013 R-Z—=F
+=A=1+-H

Accumulated depreciation  ZFHTE RIRE -
and impairment:

At 1 January 2013 W-E-=F
—-A—A
Depreciation provided ERRINE
during the year
Disposals RE

Impairment during the year 4 AU
Disposal of a subsidiary HE—RNEAR
(note 34) (Hi#34)

At 31 December 2013 RZZ-=F

TZA=1-H
Net carrying amount: REFE:
At 31 December 2013 RZZ-=F
T-A=t+-H

Buildings

BF
RMB000

ARBTTT

Plant and
equipment

G
RMB'000
ARETTT

Notes to Financial Statements (Continued)

BARE SRR BTRE ()

31 December 2014
—F-mEF=A=+—H

14. Y% - - BERKRE®)
NEE ()

Office
equipment
Motor and other Construction
vehicles facilities in process Total

Bk

k! Rtk IR 5t
RMB000 RMB'000 RMB000 RMB'000
ARBTL  ARETL  AREBTR  ARETR

447,716 324,852 9,931 54,053 79,111 915,663
806 17,222 149 2,605 97,691 118,473

- 210 - - - 210

(720) (30,908) (2,643) (6,736) - (41,007)
(215,712) (207,163) (4,547) (29,687) (32,724) (489,833)
53,291 27,843 - 2,261 (83,395) -
285,381 132,056 2,890 22,4% 60,683 503,506
43,027 89,290 3,503 20,747 - 156,567
13,660 21,240 966 3,659 - 39,525
(109) (7,270) (1,486) (4,327) - (13,192)

- - - 1,772 - 1,772
(35,843) (62,130) (1,951) (10,462) - (110,386)
20,735 41,130 1,032 11,389 - 74,286
264,646 90,926 1,858 11,107 60,683 429,220
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Notes to Financial Statements (Continued)

PR RARBYRE ()

31 December 2014

—mF = A=+—H
14. PROPERTY, PLANT AND EQUIPMENT (Continued)

Group (Continued)

At 31 December 2014, certain of the Group’s buildings with a
net carrying amount of approximately RMB174,695,000 (2013:
RMB181,687,000) were pledged, respectively, to secure bank loans
(note 28) and general banking facilities granted to the Group. At
31 December 2013, certain of the Group’s plant and equipment
with a net carrying amount of approximately RMB36,186,000 were
also pledged to secure bank loans (note 28) and general banking
facilities granted to the Group.

The above buildings are situated in Mainland China and held under
medium-term leases.

Impairment testing of property, plant and
equipment

An impairment loss on property, plant and equipment amounting
to RMB10,367,000 was recognised in the current year in relation to
a production line for special cables used for protecting installation
of railway transportation in the signal transmission and connectivity
products segment, which was mainly due to the lowering
profitability.

In the opinion of the directors of the Company, the production line
for special cables can be identified as a cash-generating unit as an
active market exists for the output produced by this production line.

The recoverable amount of the special cables cash-generating unit
was approximately RMB 16,086,000 which was determined based
on a value in use calculation using cash flow projections based on
the financial budgets covering a five-year period approved by senior
management. The discount rate before tax applied to the cash flow
projections was 21% and cash flows beyond the five-year period
were extrapolated using a growth rate of 3%, which was the same
as the long term average growth rate of the signal transmission and
connectivity products industry.

Besides, an aggregate impairment loss on property, plant and
equipment amounting to RMB5,365,000 was recognised in the
current year due to the following reasons:

(1)  certain decoration amounting to RMB1,685,000 was useless
in the current stage and there was no future plan to use it in
the foreseeable future;

(2)  certain equipment and construction in progress amounting
to RMB290,000 and RMB3,390,000, respectively, were
damaged in daily operation and construction.

HL Technology Group Limited 5L#E H EEAR A 7

14. ¥ - BERRXREE)

AEEE)
RZF—WF+=—A=+—H ' A&BEH
FREA AR 174,695,000 (—F—=
AR #181,687,0007T) W& THEFEH 5T
NEHR AR TASEMRITER(ME
28) R —MIRITEENRE -RZT—=F
+ZA=+—8 AEEEEFEHARE
36,186,000 T K9 %5 T 8k 5= M 5% hE 78 T DA & 4 -
EAR T ASENIRITER(KMIE28) R —AIR
TT1EEEW%;:E

BT R E A - 3 AR BRI AN A -

3 - BB REREZBERR

$¢ﬁﬁwﬁﬁﬁw& £S5 EE REEEM
DER LR BRI ERECEERZY
¥ BERREREEERSAR10,367,000
7T - EEZHRABFIEE BT -

ARAEEZRA  BRUFERENEERE
EZEmMBEREMS  WEEGURBMIARE
ELEB -

BFEREBERSEAEMZARESBHARKE
16,086,0007T * HiRBEASAEREBH]Z 2 A
FHMHRBEEL 2R RBAFEZERE
EMETE - EARRSRER 2 BRFRATITRE
B21% - M AFH RS MRNA3% 28R K
HE - BEREhkEREMTEZRTY
EREER -

BESh - REERRYIE - BE RS ERERR
a7 AR¥5,365,0007T * REAMT :

(1) REEET£EAAR,685,0007TH
SEHI AR - M B A AR IR E T
AGEF

2 HTHRIAAER®290,0007T Kk AR

3,390,000t R ELRIEETIEERAF
BIEREEPIER -
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15. PREPAID LAND LEASE PAYMENTS

Notes to Financial Statements (Continued)

BARE SRR BTRE ()

31 December 2014
—FE—FEF=H=+—H

15. AN LHBERIE

Group
AEH
2014 2013
—E—lmEF —T—=F
RMB’000 RMB’000
AR®T AREEFIT
Non-current assets ERBEE 101,447 110,865
Current assets BB E 2,117 2,268
103,564 113,133

The current portion of prepaid land lease payments is included
in other receivables under prepayments, deposits and other
receivables.

The leasehold land is situated in Mainland China and is held under
a medium-term lease.

As at 31 December 2014, the Group has pledged its land use right
with a carrying value of approximately RMB39,774,000 (2013:
RMB33,919,000) to banks to secure for bank loans of the Group
(note 28).

16. GOODWILL

BN L BERBZRE B ABNFR -
BE MEMRUEIRR T2 B EYEOR -

HE AR E AN - iR A ERE -

RZZE—WNFEF+=ZA=+—H ' A&EEEHHE
BREEX A ARE39,774,0000( —E—=4F :
AR #33,919,0007T ) 2 T HofE AR TR
17 DMERAKE Z RITE R ER(FIFE28) ©

16. BHE

Group
rEE
2014 2013
—EB-F —T— =
RMB’000 RMB’000
ARETT ARBTFT
Cost: [B%NE
At 1 January ®—A—H 62,710 68,634
Acquisition of a subsidiary (note 33) Wb —FEIP B A R (B 5£33) - 370
Disposal of a subsidiary (note 34) & —ENEAR(AEE34) (1,564) (6,294)
At 31 December Rt+-—A=+—H 61,146 62,710
Accumulated impairment: REHRUE
At 1 January n—HA—H (1,564) (7,488)
Disposal of a subsidiary (note 34) HE—RWB AR (HiE34) 1,564 5,924
At 31 December wW+=—A=+—H = (1,564)
Net carrying amount: FREDFHE
At 31 December R+-—A=+—H 61,146 61,146
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Notes to Financial Statements (Continued)

PR RARBYRE ()

31 December 2014
= A=+—H

16. GOODWILL (Continued)

Impairment testing of goodwill
Goodwill acquired through business combinations is allocated to
the cash-generating unit for impairment testing:

e Communication system

For the purpose of impairment testing, the recoverable amount of
goodwill has been determined based on a value in use calculation
using cash flow projections based on financial budgets covering
a five-year period approved by senior management. The discount
rate applied to the cash flow projections is 20% (2013: 19%). The
growth rate used to extrapolate the cash flows beyond the six-
year period is 3% (2013: 3%), which is consistent with the industry
growth estimate. The goodwill was not impaired based on the
result of the above impairment testing.

Assumptions were used in the value in use calculation for 31
December 2014 and 31 December 2013. The following describes
each key assumption on which management has based its cash
flow projections to undertake impairment testing of goodwill:

Budgeted gross margins — The basis used to determine the value
assigned to the budgeted gross margins is the average gross
margins achieved in the year immediately before the budget year,
increased for expected market development.

Discount rates — The discount rates used are before tax and reflect
specific risks relating to the relevant units.

The values assigned to the key assumptions on market development
and discount rates are consistent with external information sources.

HL Technology Group Limited 5L#E H EEAR A 7

16.
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?ﬁﬁﬁ‘ﬂﬂﬁﬂﬁ% BB eEERS
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ERE T —NONFE+_A=+t—HEK=F
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Notes to Financial Statements (Continued)

BA RS R AR BYRE ()

31 December 2014
—F-mE+=f=+—A

17. OTHER INTANGIBLE ASSETS 17. EEREE
Group rEE

Customer  Technology Unfinished
31 December 2014 Software  Trademarks Licenses  relationships know-how contracts Total

“%-BE+ZA=t-H L [ ELE EFB& BEEM  RRREN it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AR®TR  ARMTR  ARMTR  ARBTR  AR®TR  ARRTn  ARMTR

Cost: B -
At 1 January 2014 RZEB-ME
—-A-H 2,543 5724 21,645 56,416 118,785 27,871 232,984
Additions NE 262 1,000 3913 - - - 5175
Disposal of a subsidiary HE-FHELF
(note 34) (H#34) (183) - (147) (5,270) (4,290) - (9,890)
Written-off s = = = (9.807) - (27,81) (37,678)
At 31 December 2014 RZE-NE
+-A=1t-H 2,622 6,724 25411 41,339 114,495 - 190,591

Accumulated amortisation  EEHEERR(E -
and impairment;

At 1 January 2014 N_E-IE
-A-H 1,628 5,662 9,725 21,503 14,971 27,871 81,360
Amortisation provided EREREE
during the year 173 313 4,156 9,512 7,655 - 21,809
Disposal of a subsidiary HE-BHBLR
(note 34) (H#34) (183) - (148) (3,974) (3,234) - (7,539)
Written-off ik = = = (9.807) = (27.871) (37,678)
Impairment during the year  FRHE - - - 1,905 - - 1,905
At 31 December 2014 RZE-IE
+ZA=1+-H 1,618 5,975 13,733 19,139 19,392 - 59,857
Net carrying amount: BEE -
At 31 December 2014 itk
+-A=t-H 1,004 749 11,678 22,200 95,103 - 130,734
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Notes to Financial Statements (Continued)

BARE SRR BT RE ()

31 December 2014

—AFtT=A=+—H
17. OTHER INTANGIBLE ASSETS (Continued) 17. EEREE »)
Group (Continued) TEBE(E)

Customer Technology Unfinished
31 December 2013 Software Trademarks Licenses  relationships know-how contracts

“T=5+-A=t-R AR A EPBA AR R

RMB'000 RMB'000 RMB' 000 RMB' 000 RMB'000 RMB'000
ARETL  ARKTR T T

Cost: B -
At 1 January 2013 RZF-=

-A-H 2,683 5724 23,682 59,036 118,785 21871 237,781
Additions RE 571 - 3571 - - - 4142
Disposal of a subsidiary E-HHBAT

(note 34) (Wit34) (711) - (5,608) (2,620) - - (8,939)

At 31 December 2013 RIT-=F

+-A=1t-H 2,543 5724 21,645 56,416 118,785 27871 232,984

Accumulated amortisation  ZHEHRAE :
and impairment:

At 1 January 2013 RZE-ZF
—-R-H 1,291 2,023 4,792 13,597 7,199 27830 56,732
Amortisation provided FRBHEARE
during the year 700 3,639 7,151 10,526 1172 4 29,829
Disposal of a subsidiary HE-RHHBAE
(note 34) (Hit34) (363) - (4,620) (2,620) - - (7,603)
Impairment during the year — FR(E - - 2402 - - - 2402
At 31 December 2013 R-F-=F
+-A=+-H 1,628 5,662 9,725 21,503 14,971 27811 81,360
Net carrying amount: RHEE -
At 31 December 2013 RZZ-=F
+-R=1+-8 915 62 11,920 34913 103,814 - 151,624
Impairment testing of other intangible assets H A& = AR E R =
An impairment loss on customer relationship included in other ZﬁﬁEEﬁEw%ﬁ)\ﬁ@Eﬁxﬁﬁﬁﬁﬁ%’Eﬁ/\E
intangible assets amounting to RMB1,905,000 was recognised in #1,905,000TH & F BRRERE - FZ2RE
the current year, which was mainly due to that the Group gradually EASEH LS ERE R AR ERHEE RN
transforming its operation model to research and development GHEERER  BARENRBEEFPHE -
and sales and marketing oriented and decreased its business BHHHENEPBERRSEIHLENRMEE -

with particular existing customers, resulting in a decrease in the
economic benefit from the corresponding customer relationship.
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Notes to Financial Statements (Continued)

BARE SRR BTRE ()

31 December 2014
—FE—FEF=H=+—H

18. INVESTMENTS IN SUBSIDIARIES 18. RBRATZRE

Company
ARTF

2014
—ZT—mF

RMB’000
ARET T

469,065

RMB'000
ARETT

686,466

FE LMD - AR

Unlisted shares, at cost

AARRBIRBEERABENINAARYKE
202,412,000 (= —=F : ) RARY
28,651,0007T( —Z—=4F : AR#¥25,345,000
T0) 2 PR R FEST B A Rl F B AT - 28
RER—FREE -

The amounts due from and due to subsidiaries included in the
Company'’s current assets and liabilities of RMB202,412,000 (2013:
Nil) and RMB28,651,000 (2013: RMB25,345,000), respectively, are
unsecured, interest-free and repayable within one year.

ARRRBERRZMBRARFHBNOT

Particulars of the subsidiaries of the Company as at the end of the
reporting period were as follows:

Percentage of equity
interest attributable to
the Company
ARAEERER DL

Issued ordinary/
registered
share capital Direct

Place of incorporation/

registration and business Indirect Principal activities

AR,/
EmRER

BRTEE/
ERE

HE

FEEK

Rosy Sun& British Virgin Islands ("BVI") Us$2 100 - Investment holding
Bthe ERERARNE 2ETT 100 - REER
((HBERRES))

Weihai Yubo Wire&Cable PRC/Mainland China US$4,000,000 100 - Manufacture and sale of
Technology Co., Ltd." automotive electronic
("Weihai Yubo")s@ equipment and wire

and cable

RETHBRENEBRA s e/ Bk 4,000,000%7 100 - HERHEREET
(TgBHE]) R e

Honglin International Limited Cayman Islands US$1 100 - Investment holding
("Honglin International")&

RUMBIRR A TR A R (T AWMEIER |)er LS (ES 100 - REER

Chunlin International Limited BVI US$1 100 - Investment holding
("Chunlin International” )&

ERBIBBRAR ([FRER e RBABARES (ES 100 - REER
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Notes to Financial Statements (Continued)

BARE SRR BT RE ()

31 December 2014
—F—FEF=H=+—H

18. INVESTMENTS IN SUBSIDIARIES (Continued)

Place of incorporation/
registration and business

A,
R X
Hong Tai Company Limited BVI
("Hong Tai" )
BEERAR(LE e RBAARES
Weihai Mingbo Wire & Cable Technology ~ PRC/Mainland China
Co., Ltd." ("Weihai Mingbo" )2
RETBBRANRARAT RE /B
(TEiBHAE )
Chunlin Technology (Shenzhen) PRC/Mainland China
Co., Ltd" ("Chunlin Shenzhen")s@
ERRRORINERAR(ERR e HE/HREMNH,
Chunlin Group Limited Hong Kong

("Chunlin Group" )&
EREEERAR([FREE s BR

Honglin International (Hong Kong)
Limited ("Honglin HongKong" )&

Hong Kong

AHER(ER)BRARA(DWHEE)»  BE

Weihai Electronict*” PRC/Mainland China
gy HE/ R ERM

134 HL Technology Group Limited 3LME H EEER A 7

18

Issued ordinary/
registered
share capital
BRTEE/
AR A
Us$1,000
1,000% T

US$32,383,265

32,383,265 T

RMB5,000,000

K #5,000,0007

HK$1
ABIT

HKS1

BT

RMB275,000,000

ARH275,000,0007C

Percentage of equity
interest attributable to
the Company
AAREMERER A

Direct Indirect

i

. RMIB AR Z®’RE®)

Principal activities

TERH

Corporate services

RS

Manufacture and sale of
signal cable and
wiring harness

BERHEERRER
&R

Manufacture and sale of
electronic component
and communication-
equipment

BERBET AN
LR

Investment holding
REER

Investment and trade
of electronic network
equipment

BREREHE TG
é}lﬁ
A

Manufacture and sale of
power cord assembly,
signal transmission wire
and cable products and
investment holding

BERRETREAN
ERERREER
ARIRE R

Annual Report 2014 —Z — U4



18. INVESTMENTS IN SUBSIDIARIES (Continued)

Dezhou Jincheng?®*

B

AECH

i

g

Weihai Jinyuan Mingye Property
Development Co., Ltd."
("Weihai Jinyuan")8*

RERRAEEHEREARAT
([EE&RR )

New Postcom Technology Company
Limited ("New Postcom Technology”)

MBBERMERAR
(FHERERI )

Shenyang Company®@

GRS

Tianjin Hanisié#

REI e

Issued ordinary/

Place of incorporation/ registered
registration and business share capital
Balaye BERTEE/
Eae-E3] A
PRC/Mainland China RMB87,770,000
E/ER ARH87,770,0007C
PRC/Mainland China RMB30,000,000
E/ER AR30,000,0007C
Hong Kong HK$1
BE 187
PRC/Mainland China RMB233,000,000
E/ER AR #233,000,0007T
PRC/Mainland China RMB5,000,000
E/HER ABR5,000,00070

Notes to Financial Statements (Continued)

—=F

E—pEf = F=+—H
18. RKIBRATZRE (%)

Percentage of equity
interest attributable to
the Company
AARELRER AL

Direct Indirect

BARE SRR BTRE ()

31 December 2014

Principal activities

FEEK

Manufacture and sale
of mechatronics and
electronic devices, and
manufacture and sale
of automotive wiring
harness

HERHERNETR
BFRE REER
HETEER

Property development, sale
of commercial housing,
property services, estate
information consultation,
and sale of construction
materials

NEER  BREHE
MERS - BHEER
B R RENR

Investment holding

AR

Manufacture of
telecommunication
products and provision
of service for base station
construction

HESHERRAEN
BRI RS

Manufacture and sale
of automotive wiring
harness

BERHEERR
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Notes to Financial Statements (Continued)

BARE SRR BT RE ()

31 December 2014
—F—FEF=H=+—H

18. INVESTMENTS IN SUBSIDIARIES (Continued)

& Not audited by Ernst & Young, Hong Kong or another member firm of the
Ernst & Young global network

@ Wholly foreign-owned limited liability enterprises

* The English names are for identification purpose only

*x Domestic limited liability enterprises
# Newly established in 2014

L Sino-foreign joint venture

19. AVAILABLE-FOR-SALE INVESTMENTS

18.

19.

RMB AT ZRE (®)

& WM BB LK G B ATk ok R B4R H
[P 9=NGIE:=

@ INEBEFR AR

@ B AR

LA RAEREEAA

# KT —FHKL

" RHEEDE

AHHERE

Group
rEE

2014 2013
= ik

RMB’000 RMB'000
AR®TR ARBTT

Unlisted equity investments, at cost FEETRAIEE -

%N

15,000 15,000

Unlisted equity investment represents the cost of the 10% interest
in &S &L E RATEIRITIR(HER A F) (Shenyang Shenbei Fumin
Village and Town Bank Corporation Limited*, “Shenbei Bank")
with no fixed maturity date. Shenbei Bank was established in the
PRC where it operates. It is a financial entity approved by the China
Bank Regulatory Commission in the PRC and a private entity which is
not listed on any public exchange.

The above unlisted equity investment was stated at cost because
the range of reasonable fair value estimates is so wide that the
directors of the Company are of the opinion that its fair value
cannot be measured reliably. The Group does not intend to dispose
of this unlisted equity investment in the near future.

* The English name is for identification purpose only.
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BERRAR(EILRIT ) M10%EEAIKA - B
WEBETEIHE BULRTRELEMEZSH
BXY - HAETERTEEEEZSgHE
Z IR - ARTLART] - BRAREFR
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20. DEFERRED TAX
Deferred tax assets
Group
31 December 2014

At 1 January 2014 RZE—mF—-HA—H
Credited to profit or loss FRREET A7 10)

during the year (note 10)

At 31 December 2014 RZZE—mF

Notes to Financial Statements (Continued)

BARE SRR BTRE ()

31 December 2014
—FE—FEF=H=+—H

20. EERIE
FERIEEE
AEE
—E-mE+=A=+—8H

Unrealised
gain on
Impairment  government

loss of assets grants Total

BERE RBH
BR BRRR Hity szt
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRE AR®TR AR®TRT ARETR

227 2,209 838 3,274
1,923 1,341 1 3,975
2,150 3,550 1,549 7,249

31 December 2013

At 1 January 2013 R-E—-=5-F-A 1,173
(Charged)/credited to profit  ERRER 1K),/

or loss during the year SAHE0)

(note 10) (1173)

=F-=Ft+t=A=t-H

At 31 December 2013 RZZ-=F

Discounted
amount of
other
borrowings Unrealised
arising from gain on
the passage Impairment government
of time Tax losses loss of assets grants
ki i
MEEZ
g EERE RER
BRAIE HEER BB B8 At st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETFT ARETFT ARETT ANEETFT ARETFT ARETFT
937 925 2,093 1,221 6,349
(937) (698) 116 (383) (3,075
- 227 2,209 838 3,274
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BLME H EE @A R 2 7 HL Technology Group Limited

137



Notes to Financial Statements (Continued)

BARE SRR BT RE ()

31 December 2014
—F—FEF=H=+—H

20. DEFERRED TAX (Continued) 20. EEBIEE)
Deferred tax liabilities EERBEEE
Group rEH
31 December 2014 —E—MmE+=-H=+—H

Fair value
adjustment on

its acquisition
of a subsidiary

g —

MEAT

ARBEEAE

Total

Mt

RMB’000

ARET T

At 1 January 2014 RZZ—NF—HA—H 8,614
Charged to profit or loss during the year (note 10) FARNB=INR(A5E10) 2,581
Disposal of a subsidiary (note 34(b)) & — TR B A B (M aE34(b)) (588)
At 31 December 2014 WZE—MF+-A=+—H 10,607

31 December 2013 —E—=ft+=A=+—H

Fair value adjustment on
NREERE
acquisition of contingent
a subsidiary  consideration Total

WiE—m

IR KRB st

RMB’000 RMB’000 RMB’000
AER®BTT ARBETET ARETT

At 1 January 2013 RZZE—=F—HA—H 14,101 3,292 17,393
Credited to profit or loss during the year AR EBZEET A
(note 10) (HfzZ10) (2,530) (3,292) (5,822)

Disposal of a subsidiary (note 34(e)) HE—RMB AR (A7i234() (2,957) - (2,957)

At 31 December 2013 R-ZE—=%+—-A=+—H 8,614 - 8,614
No deferred tax asset has been recognised in respect of tax losses Bt R B IR A A R #157,139,0007T (=&
of approximately RMB157,139,000 (2013: RMB161,575,000) as —=4 : AE¥161,575,0007T ) FE R IR EFH 1B
the losses have arisen in subsidiaries that have been loss-making LE EAZESERELAOEEERNEEER
for years and it is not probable that taxable profits will be available HIMTB AT » EI A ] 887G FE SR 50 5 1 B 4
against which the tax losses can be utilised. THIAES 185 B EHSY o
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20. DEFERRED TAX (Continued)

Deferred tax liabilities (Continued)

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding
tax is levied on dividends declared to foreign investors from the
foreign investment enterprises established in Mainland China.
The requirement is effective from 1 January 2008 and applies to
earnings after 31 December 2007. A lower withholding tax rate
may be applied if there is a tax treaty between Mainland China
and the jurisdiction of the foreign investors. For the Group, the
applicable rate is 10%. The Group is therefore liable for withholding
taxes on dividends distributed by those subsidiaries established in
Mainland China in respect of earnings generated from 1 January
2008.

At 31 December 2014, no deferred tax has been recognised
for withholding taxes that would be payable on the unremitted
earnings that are subject to withholding taxes of the Group's
subsidiaries established in Mainland China. In the opinion of the
directors, it is not probable that these subsidiaries will distribute
such earnings in the foreseeable future. The aggregate amount of
temporary differences associated with investments in subsidiaries
in Mainland China for which deferred tax liabilities have not been
recognised totalled approximately RMB257 million at 31 December
2014 (2013: RMB247 million).

21. PREPAYMENTS FOR ACQUIRING LAND USE
RIGHT
As at 31 December 2013, the amount represents a prepayment by
FOZEMALAEI AR A &) (Wuhan Honglin Technology Co., Ltd.*,
“Wuhan Technology”), a subsidiary of the Group, to acquire a land
use right in Wuhan.

* The English name is for identification purpose only.

22. INVENTORIES

Raw materials B
Work in progress E&m
Finished goods Uk

20.

21.

22.

Notes to Financial Statements (Continued)

BARE SRR BTRE ()

31 December 2014
—FE—FEF=H=+—H

IEIERIE ()

FEEHRESE ()

AR I5 R B PO (> 2 PSR S% - 72 R B AR T
HINE L EMINEREE SRS - BRRE
EBRI0% BN - WETE —_TENEF
— B BRRERTERAR —EE+E+ A
S+—BZHBHMBF o f6E R E R EZE
B& 8 & B R =R T AR IR - BIFE
BEESAMAR - SRAEE - BAKREA
10% o B + 74 B T 7 o B A A S 0
BRRAMR-_ZZNF— A —HIAKRIANE
FT A EERA LS, - AEEBR M
R -

R-T—ME+=-—A=1+—0  YEHRAEER
£ 7 B A Ak S H B B A BB TEFO R 2 R
TIRAFEN 2 BHRERELHE - EFR
B ZEWBRAR TR RARDIES
B - RZTB—NE+-A=+—8 - HkKE
RELERBAGZATEANMWHBRARZIEE
BB EZEEABNAARES7TEE (=
T—=F: ARK2UTEETT) °

e B8 £t 2 R RETE 19 K
R-E—ZF+-A=+—8  ZRARLE

= A BV AR B R A 7] ([ EUE R
B2 BNFE - AREBEUE 2 - E R o

& RN ATEE

=&

Group

AEE
2014 2013
—2-mE —F=%F
RMB’'000 RMB'000
ARBTFT ARKETT
39,626 43,354
26,318 20,301
79,438 62,127
145,382 125,782
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Notes to Financial Statements (Continued)

BARE SRR BT RE ()

31 December 2014
—F—FEF=H=+—H

23. TRADE AND BILLS RECEIVABLES 23. ESREBEWRRK

Trade receivables

B 5 R R IE
Impairment NEAIE!

Trade receivables, net
Bills receivable eI

BN FIE - HE

Group
AEH
2014 2013
—B-mF
RMB’000 RMB’000
ARBTT ARETFT
1,243,309 1,148,226
(6,945) (3,125)
1,236,364 1,145,101
24,541 56,329
1,260,905 1,201,430

Trade receivables of the Group represented proceeds receivable
from the sale of goods and rendering of services. The Group’s
trading terms with its customers are mainly on credit, except for
new customers where payment in advance is normally required.
The credit term generally ranges from 15 to 180 days, and a
longer credit term will be granted to certain major customers.
Each customer has a maximum credit limit. The Group seeks to
maintain strict control over its outstanding receivables and has a
credit control management system to minimise credit risk. Overdue
balances are reviewed regularly by senior management. In view of
the aforementioned, as at 31 December 2014 and 2013, except
for an amount due from a customer exceeded 10% of the Group's
total trade and bills receivables, the remaining balances of the trade
receivables relate to a large number of diversified customers. Trade
receivables are interest-free and unsecured as at 31 December
2014.

As at 25 March 2015, the Group received from a customer a bank
note amounted to HK$200,000,000 (equivalent to approximately
RMB160,280,000) as the collateral for its amounts due to the
Group that were past due.
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23. TRADE AND BILLS RECEIVABLES (Continued) 23.

An aged analysis of the trade receivables of the Group as at the end
of the reporting period, based on the transaction date and net of

provision, is as follows: GRE

Group

TEH
2014 2013
—ZT—NF —T—=F
RMB’000 RMB’000
AR¥T AREFT
Within 3 months =@AR 800,592 750,984
3 to 6 months =Z=XEA 176,257 57,747
6 to 12 months RETZEA 38,541 171,103
1 to 2 years —EME 98,612 51,987
Over 2 years BB F 122,362 113,280
1,236,364 1,145,101

The movements in provision for impairment of trade receivables are
as follows:

Opening balance FEEER
Impairment loss recognised BERERREEE
Written off 88

Closing balance EREH

B IR RNREREESNT

Group

AEEH
2014 2013

—B-|mE

RMB’'000 RMB'000
ARBTT ARETT
3,125 4,419
3,820 1,539
- (2,833)
6,945 3,125

Included in the above provision for impairment of trade receivables
is a provision for individually impaired trade receivables of
RMB6,945,000 (2013: RMB3,125,000) with a carrying amount
before provision of RMB6,945,000 (2013: RMB3,125,000).

In the opinion of the directors of the Company, the recoverable
amount of the impaired assets as at 31 December 2014 was nil.
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23. TRADE AND BILLS RECEIVABLES (Continued) 23. EZREBEER )
The aged analysis of the trade receivables that are not individually A IR R 2k = B2 v 45 AR E R S 5 e IR IE 1Y
nor collectively considered to be impaired is as follows: BRER DATIOR :
Group
rEH
2014
—E-NF =
RMB’'000 RMB'000
AR¥T T AREETTT
Neither past due nor impaired 4 360 HA JR A R (B 900,745 940,298
Less than 3 months past due wHEDR =@ A 127,666 113,819
Over 3 months but within 6 months past due I =1& A3 E /<A A 23,231 698
Over 6 months but within 1 year past due wmENEAE—F 59,959 70,549
Over 1 year past due AEAREE— 124,763 19,737
1,236,364 1,145,101

The maturity profile of the bills receivable of the Group as at the
end of the reporting period is as follows:

Within 3 months =REAA

Over 3 months but within 6 months =EA=~EA

TRE AN BRI RBERN R E AR IS
W, <

Group

AEE
2014 2013
—E—mE —E—=F
RMB’000 RMB’000
AR®T T ARBFIT
12,069 32,518
12,472 23,811
24,541 56,329

Receivables that were neither past due nor impaired relate to a
large number of diversified customers for whom there was no
recent history of default.

Receivables that were past due but not impaired relate to a number
of independent customers that have a good track record with the
Group. Based on past experience, the directors of the Company
are of the opinion that no provision for impairment is necessary
in respect of these balances as there has not been a significant
change in credit quality and the balances are still considered fully
recoverable.

Included in the Group'’s trade receivables are amounts due from
related parties of the Group amounting to RMB64,798,000 (2013:
RMB63,306,000), which are repayable on credit terms similar to
those offered to the major customers of the Group.
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TRADE AND BILLS RECEIVABLE (Continued)

As at 31 December 2013, the Group discounted certain bills
receivable of approximately RMB1,000,000 to banks with full
recourse. As the Group did not transfer the significant risks and
rewards relating to these bills receivable, it continued to recognise
the full carrying amount of these bills receivable and recognised the
associated secured bank loans at RMB1,000,000 as at 31 December
2013 (note 28). As at 31 December 2014, no bills receivable
discounted with full recourse was not derecognised.

At 31 December 2014, the Group endorsed certain bills receivable
accepted by banks in Mainland China (the "Endorsed Bills") with
a carrying amount of RMB1,020,000 (2013: RMB15,547,000) to
certain of its suppliers in order to settle the trade payables due to
such suppliers (the “Endorsement”). In the opinion of the directors
of the Company, the Group has retained the substantial risks and
rewards, which include default risks relating to such Endorsed Bills,
and accordingly, it continued to recognise the full carrying amounts
of the Endorsed Bills and recognised the associated trade payables
settled. Subsequent to the Endorsement, the Group did not retain
any rights on the use of the Endorsed Bills, including the sale,
transfer or pledge of the Endorsed Bills to any other third parties.
The aggregate carrying amount of the trade payables settled by the
Endorsed Bills during the year to which the suppliers have recourse
was RMB 1,020,000 (2013: RMB15,547,000) as at 31 December
2014.

At 31 December 2014, the Group discounted certain bills receivable
to banks and endorsed certain bills receivable accepted by banks
in Mainland China to certain of its suppliers in order to settle the
trade payables due to such suppliers (the “Derecognised Bills”)
with a carrying amount in aggregate of RMB15,133,000 (2013:
RMB47,657,000). The Derecognised Bills had a maturity of one
to three months at the end of the reporting period. In accordance
with the Law of Negotiable Instruments in the PRC, the holders of
the Derecognised Bills have a right of recourse against the Group
if the PRC banks default (the “Continuing Involvement”). In the
opinion of the directors of the Company, the Group has transferred
substantially all risks and rewards relating to the Derecognised
Bills. Accordingly, it has derecognised the full carrying amounts
of the Derecognised Bills and the associated secured bank loans
and trade payables. The maximum exposure to loss from the
Group's Continuing Involvement in the Derecognised Bills and the
undiscounted cash flows to repurchase these Derecognised Bills is
equal to their carrying amounts. In the opinion of the directors of
the Company, the fair values of the Group’s Continuing Involvement
in the Derecognised Bills are not significant. During the year ended
31 December 2014, the Group has not recognised any gain or loss
on the date of transfer of the Derecognised Bills. No gains or losses
were recognised form the Continuing involvement, both during the
year or cumulatively. The discounting and endorsement have been
made evenly throughout the year.

23.
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23. TRADE AND BILLS RECEIVABLE (Continued) 23. EEREBERF @)
As at 31 December 2013, the Group pledged certain bills receivable R-T—=F+-"A=+—8  KEFLGHE
(“Pledged Bills”) of approximately RMB2,028,000 to banks for FTrRKEZRE(TEEHER]) TET - @BLHA
the purpose of issuing another bills to settle its trade payables [R#£2,028,0007T + #5LL AT E A EIR AL E
(the “Pledge”). In the opinion of the directors of the Company, BIRENARB(ER] - ARFESRE - A
the Group has retained the substantial risks and rewards, which SBEERBAIDAERKLOR  BIEBRZE
include default risks relating to such Pledged Bills, and accordingly, DEMZEE 2 EORR - Bt 0 EESERD
it continued to recognise the full carrying amounts of the Pledged EHEE 7 2ERME - GifE - KEETE
Bills. Subsequent to the Pledge, the Group did not retain any rights REBEEMZB I AERE  BIEHEE -« E:E
on the use of the Pledged Bills, including the sale, transfer or pledge NEREEHERE FEMEME =T ZHEF o
of the Pledged Bills to any other third parties. As at 31 December R-ZT—NF+_A=+—8 - BEGHEM
2014, no bills receivable was pledged. FRUCEEE -

24. PREPAYMENTS, DEPOSITS AND OTHER 24. FENFIE - RN EHauEWSIE

RECEIVABLES

Group

REME
2014
—E—mF

2013

RMB’'000
ARET

RMB'000
ARETT

Advances to suppliers and other third parties* X PR R HME =T+ 166,227 171,244
Value added tax receivable JEUIE(E 4,506 10,394
Deposits and prepayments e RIENRIE 1,739 5,000
Other receivables H b fEMGRIE 10,617 13,390

Consideration receivable for disposals HERNBARZ
of subsidiaries FEUR(E 4,715 15,274
Amounts due from related parties R A 7y 2R IE 10,681 14,887
198,485 230,189

The amounts due from related parties are repayable on credit terms
similar to those offered to the major customers of the Group.

* The amount mainly represented advances to suppliers and other non-
related parties for construction of plant for business cooperation purposes.
As at 31 December 2013,included in the balance was an amount due from
an independent third party of RMB10,500,000 which was unsecured and
interest-bearing at 8% per annum. The balance as at 31 December 2014
was unsecured and interest-free.

The Group did not provide any allowance on the advances as, in
the opinion of the directors of the Company, there has not been
a significant change in credit quality and the amounts are still
considered recoverable.
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24. PREPAYMENTS, DEPOSITS AND OTHER

RECEIVABLES (Continued)

Notes to Financial Statements (Continued)

BARE SRR BTRE ()

31 December 2014
—FE—FEF=H=+—H

24. FEMAFUE - e REMEWRFEE )

Movements in the provision for impairment of prepayments, TN FRIE -~ R M E ARG IE 2R E R
deposits and other receivables are as follows:

FHanr :

Group
AEEH

2014 2013
—F-mF —T=F

RMB’'000 RMB’000

Opening balance
Impairment loss recognised
Disposal of a subsidiary

Closing balance

FREES
EHERRERTE
HE—RHREL

FREGER

ARBT ARETT

3,011 3,221

62 12,958

A - (13,168)
3,073 3,011

The balance as at 31 December 2014 was unsecured.

25. CASH AND CASH EQUIVALENTS AND PLEDGED

DEPOSITS

REE—NE+-A=1+—H8 ' HEHREIER -

25. BERREEEYREERERK

Group Company
FEE AR

2014 2014 PANE]
—e-mE —F =F -2-mf

RMB’000 RMB’'000 RMB’000 RMB'000
AR®TRE = ARBTE AR%®TR ARBTE

Cash and bank balances
Pledged deposits

Less: Pledged deposits:
Pledged for bills payable
Pledged for letters of credit
Pledged for contract bidding

Cash and cash equivalents

RE MRITHES 169,950 62,721 36 575
[REiRES Y 23,985 16,064 = -
193,935 78,785 36 575

W BIEIER
HENERERR (15,859) (5,361) = .
BIEABIERE (8,126) (6,011) = .
BRI A HEE A - (4,692) - -
(23,985) (16,064) = -
BeMREEED 169,950 62,721 36 575
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25. CASH AND CASH EQUIVALENTS AND PLEDGED

DEPOSITS (Continued)

At the end of the reporting period, the cash and bank balances of
the Group denominated in RMB amounted to RMB153,424,000
(2013: RMB45,385,000). The RMB is not freely convertible into
other currencies, however, under Mainland China’s Foreign
Exchange Control Regulations and Administration of Settlement,
Sale and Payment of Foreign Exchange Regulations, the Group is
permitted to exchange RMB for other currencies through banks
authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily
bank deposit rates. The bank balances and pledged deposits are
deposited with creditworthy banks with no recent history of default.

26. TRADE AND BILLS PAYABLES
An aged analysis of the trade payables of the Group, based on the
invoice date, as at the end of the reporting period is as follows:

Within 3 months =EAR
3 to 12 months ==+=f@A
110 2 years —EMF
Over 2 years HBBME

26.

. BERBESEBYRCERERE

RBERER  REFBUAREEZIRE RIE
1THER B ARH153,424,0000( —B—=4 :
AR #45,385,0007T) © ARBAI B BT
BEME - R ARER T B R ONE B {5
B RLEERE - EERMEERFE) - NEER
BRERECEINEEL 2 RITIHARKE KR
B EL M EHE o

RITA LT B RTHERNE ZF B R BRE
ME - RITER KD ERFREFRRNEER T
B &M IR MR ERAIRTT o

BEZREBEMNRK

TREFAEEE F RN FIRNR IR E AL
=R HEHA R DT :
Group
rEE
2014
—2-F
RMB’000 RMB’000
ARBTT ARETT
513,181 379,234
146,682 221,139
143,355 37,548
17,423 21,412
820,641 659,333

The Group normally obtains credit terms ranging from 1 to 3
months from its suppliers. Trade payables are unsecured and
interest-free.

Included in the trade and bills payables are trade payables of
RMB16,586,000 (2013: RMB44,057,000) due to related parties
which are repayable on credit terms similar to those offered by
related parties to their major customers.
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26. TRADE AND BILLS PAYABLES (Continued)
An aged analysis of the bills payable of the Group, based on the

issuance date, as at the end of the reporting period is as follows:

Within 3 months
3 to 6 months

=EARA

As at 31 December 2014, the bills payable are secured by pledged
deposits of RMB 15,859,000 (2013: RMB5,361,000).

27. OTHER PAYABLES AND ACCRUALS

Advances from customers

Accruals

Payables for acquisition of property, plant and
equipment

Payroll payable

Termination benefit payable

Other taxes payable

Other payables

Amounts due to related parties

BRE PR
fEst &

W% - BB MREZ

& IR
[T TE
BHRBAERRK
HA0ETRIR
H A0 B 50R
e BRETT IR

26.

27.

Notes to Financial Statements (Continued)
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31 December 2014
—FE—FEF=H=+—H

EIREBENR @)
TR # 5 A B R RS AR IR BT B
HR{E H BOBRES AT -

Group

REE
2014 2013
—2-mE —F=%F
RMB’'000 RMB'000
AR¥TT ARKETFT
30,065 40,013
16,338 4,830
46,403 44,843

RZE—NE+-_A=+—0  BENEEHED
EIFRARE15,859,0007T( ZFE—=4 : A
R#5,361,0007T ) {EHEFH o

Htp RN AR BT E A

Group

REE
2014 2013
—E—NfF —E—=F
RMB’000 RMB’000
ARBTT AREBTT
39,738 37,333
14,416 9,299
2,102 41,000
11,681 13,566
10,072 -
40,973 116,626
14,871 15,927
14,023 1,064
147,876 234,815

Other payables and accruals are interest-free and have an average

term of three months.

The amounts due to related parties are repayable on credit terms
similar to those offered by related parties to third parties.

—Z—PUE R Annual Report 2014

Hitt BN RBEREFERRLE - FHERY

R=EA -

FENBET RIRARBESRRETE=TT 28R

CUEEHEE -

BLME H EE @A R 2 7 HL Technology Group Limited

147



Notes to Financial Statements (Continued)

BARE SRR BT RE ()

31 December 2014
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28. INTEREST-BEARING BANK AND OTHER 28. FTEMITRHEMEE
BORROWINGS
2014
—Z-mF
Contractual Contractual
interest rate Maturity interest rate Maturity
BHFIZ= ) BRI E |5
(%) RMB’000 (%) RMB'000
ARETR ARETT
Current BN &R
Bank loans - unsecured  $RITE R — BT 4.03-7.54 2015 254,423 5.24-7.80 2014 207,694
“Z-1% —E-mEF
Bank loans - secured RITEZ — BEH 3.84-6.30 2015 134,946 0.68-6.60 2014 262,250
—Z-1% —E-mF
Other loans - unsecured ~ E i &3 — LA 7.70-8.00 2015 100,052 7.70-8.00 2014 155,262
“E-EF “E-mE
Total st 489,421 625,206
Notes: it -
(a) Certain of the Group’s bank loans are secured by: (a) AEEETRITERB TS EHER -
(i) mortgages over the Group’s property, plant and equipment, which (i) ANEBMYE - BERZEIZE - RNHREH

had an aggregate carrying value at the end of the reporting period
of approximately RMB174,695,000 (2013: RMB181,687,000);

(ii) mortgages over the Group’s prepaid land lease payments situated

in Mainland China, which had an carrying value at the end of
the reporting period of approximately RMB39,774,000 (2013:

RMB33,919,000); and

(iii) the discount of certain of the Group’s bills receivable amounting to

RMB1,000,000 as at 31 December 2013.

(b) Except for the secured bank loans of US$560,000 (2013: US$2,000,000)
and the unsecured bank loans of US$5,026,000 (2013: US$8,587,000),
which are denominated in US$, all borrowings are denominated in RMB.

In addition, the Group's related parties have guaranteed certain of the
Group's bank loans up to RMB132,850,000 (2013: RMB279,530,000) as

at the end of the reporting period.
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RERMEBEL A AR 174,695,00070(=
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#39,774,000 L(Z T —=F : AR%
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iy ALEEBR-_Z—=F+-—A=+—HAFT
R ERIR 2 HT{E A AR #1,000,0007T °

BrIAZETTRHE 2 B IR 1TE 3560,000% 70 (=
T — =4 : 2,000,000 7T ) & K IR 1T E K
5,026,0003 T (=Z — =4 : 8,587,00037T)5 *
FiBtEEAARKEE

SN RBERR - AEERESEERAEH
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29. GOVERNMENT GRANTS
There are no unfulfilled conditions or contingencies attached to
these grants for those released to the statement of profit or loss.
The remaining grants of RMB14,200,000 (2013: RMB14,727,000)
are special funds subject to verification by the local government
or will be amortised over the useful lives of those assets it

Notes to Financial Statements (Continued)
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31 December 2014
—FE—FEF=H=+—H

29. BUS#EL
BB MR ET A B 53R 2 7 A L M A AR ER K
R A EH - 88T HIREA K% 14,200,0007T
—T—=F: AR¥14,727,00070) BiFHE
AR RN ZE R AN - SURFTRE
ZEEZ A FRFHE -

compensated.
30. SHARE CAPITAL 30. BRA
Shares gl
2014
—Z-[mF
Authorised: JERE
2,500,000,000 (2013: 2,500,000,000) 2,500,000,000%
ordinary shares of U5$0.02 each (ZF—=% :2,500,000,0008%) &
JRTE(EO.025 T 2 BBk US$50,000,0005 7T US$50,000,000F 7
Issued and fully paid: BETRER
720,000,000 (2013: 720,000,000) 720,000,000
ordinary shares of US$0.02 each (ZZ—=% :720,000,0000%)
BREE0.02E T2 Bk US$14,400,0005% & US$14,400,000 7
Equivalent to HER AR#RMBI7,401,0007c A R#RMB97,401,0007T
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31. EMPLOYEE SHARE SCHEME

On 30 September 2008, an employees’ share scheme (the
“Employee Share Scheme”) was adopted by the Company.
Pursuant to the Employee Share Scheme, on 8 October 2008,
Chenlin International (a company owned by Mr. Chi) transferred a
total of 6,280,000 ordinary shares of the Company (the “Employee
Shares”) to Hongxin Joint Stock Company Limited, a trustee for
certain directors of the Company and employees (the “Employee
Shareholders”), in recognition of the Employee Shareholders’
contributions to the growth of the Group at a consideration of
RMB6.37 each, of which RMB2.37 each was paid by each of the
Employee Shareholders with their own funds and RMB4.00 each
was paid by Weihai Electronic and B /&AM EREEHFRR A
(Weihai Honglin Wire & Cable Co., Ltd.*, “Weihai Cable”, a then
subsidiary of the Group), respectively, as bonus and subsidy to the
Employee Shareholders. Hongxin Joint Stock Company Limited
holds the Employee Shares in trust for the Employee Shareholders
pursuant to a trust deed dated 28 May 2010 (the “Trust Deed").

The Employee Share Scheme and the Trust Deed imposed certain
restrictions on the Employee Shares and the details are summarised
in the paragraphs headed “Employee Shares” under Section llI
“Further Information about Directors, Management and Staff” in
Appendix VI “Statutory and General Information” in the prospectus
of the Company dated 3 November 2010.

Details of the movements in the Employee Shares awarded and the
outstanding balances at the end of the reporting period are as follows:

At 1 January 2013
Disposed of by the Employee Shareholders
during the year

At 31 December 2013, 1 January 2014
and 31 December 2014

31.

R-Z—=F—HF—H
FANAREEREHE

B E R 1758

RZZEZENFNLA=1H ' KRAREMNESR
Haral ([ B mETE]) - BIEEBERM AT
gl RZZEENF+ANEB - EMEER(EL
EFTHER KA R]) 1§ 48516,280,000 88 A1 &) I
BR((MEERS D UAREZRARE6 37 TE
ETAERMABERAT(EARNRRETESER
EE([MEERR ) ZEEA) - URGEEBRKRR
HARERRNER  SEEREBTINE
AR2377C - MBINF/RAREL4.007TH
AIHBSE T RAKEE RN BAREET
BB EEER B ([EEER]) M - 1E
REBRRMICARGEY - BIE-FT—FFH
A=+ N\B0EEZA([{EER0]) - &)’
MDERARUEEAIAANEERRZERER

{/'\ ®

BEBMFENEAZNHEEROHAEETR
B FERARART PR T —FF +—
AZAMBERERMBADEER —REHMIE
“HIAHES EREEREINEMENIE
Bixfn | —F °

R R - R 1R B IR BRI 2R
SBEEDT

Number of outstanding
Employee Share balances

BITEMZEERGEARBE
Directors Employees
5= =1
1,030,431 35,760,491
(1,030,431) (35,760,491)

RZE—=F+=_A=+—8 "
—E-MF-F—HK

—F-mET= A=t - -

The estimated fair value of the Employee Shares at the date of
grant was approximately RMB42,187,000, or approximately
RMB6.72 each. The payment of RMB4.00 each made by Weihai
Electronic and Weihai Cable as bonus and subsidy to the Employee
Shareholders has been charged to “share awards reserve” in equity
during the year ended 31 December 2008.

* The English name is for identification purpose only.
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31.

EMPLOYEE SHARE SCHEME (Continued)

The difference between the fair value of RMB6.72 each and
RMB2.37 each which was paid by each of the Employee
Shareholders, amounting to approximately R\MB27,303,000, would
be charged to the statement of profit or loss on a straight-line basis
over the service periods of the service contracts for those Employee
Shareholders from October 2008 to September 2013.

During the year ended 31 December 2013, the Employee Shares
were all disposed of by the directors or employees of the Group.

During the year ended 31 December 2014, no share-based
payments were recognised by the Group (2013: RMB203,000) in

31.

relation to the Employee Shares.

32. RESERVES
(@) Group

32.

The amounts of the Group's reserves and the movements
therein for the current and prior years are presented in the
consolidated statement of changes in equity on page 69 of

the financial statements.

(b) Company

Share
capital

LT
RMB'000

ARETT

Share
premium

RiaE
RMB000
ARETT

Notes to Financial Statements (Continued)

BARE SRR BTRE ()

31 December 2014
—FE—FEF=H=+—H

EERGEE (@)
NRAEBESHRARE6 72 TR ARK237
T EBCHEERESAST  HAARE
27,303,0007T * R EGEENRZERERERY
B ZRBEEFHH-_SENFT+AE=Z—=
FNARIBSRIN ©

BE_T—=F+_A=+—HILFE ' EE
BONHAERASEEEHERRLE -
BHE_T-—WFT_A=T—HILEE - &%

B EEERDERARNZFNFE (=
—=1%F : AR¥203,0007T) °

EE

(a) &KHE
AEBNAFERBEFEZFHHESBER
HEHRYBERRFOBE LA ERE
BRET -

(b) E2QF

EENED
earnings/
accumulated
losses

Foreign
currency
translation
reserve

Capital

reserve Total

REBA/
RithE At

RMB'000
ARETT

ESifi
RMB'000
ARETL

RMB'000
ARETL

RMB'000
ARBTTL

Balance at 1January 2013  R=-Z—=%—F—H
i 97,401 429,549 106,715 - 60,621 694,286
Loss and total comprehensive EREER 2 EEE
loss for the year B - - - - (39,066) (39,066)
At 31 December 2013 RZZE—=F
+-A=1+—-H 97,401 429,549* 106,715* - 21,555% 655,220
Total comprehensive loss A2 EFEEE
for the year - - - 3,553 (21,911) (18,358)
At 31 December 2014 RZE—ME
+-A=1+-A 97,401 429,549* 106,715* 3,553* (356)* 636,862
* These reserve accounts comprise the reserves of RMB539,461,000 @ ZERBRBEARAVBHRARPAR

(2013: RMB557,819,000) in the Company’s statement of financial

position.

ZZ—PYFF 3R Annual Report 2014
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Notes to Financial Statements (Continued)

BARE SRR BT RE ()

31 December 2014
—F—FEF=H=+—H

33. BUSINESS COMBINATIONS 33. ¥KE6
(a) Acquisition of entire equity interest in Rosy (a) UKBBEEWN = IRARAE
Sun
On 31 January 2013, the Group acquired the entire issued RZE—=F—A=+—8 ' AEBEWKE
share capital of Rosy Sun, the parent of the Rosy Sun ERMA (BRMA BN AR]) 2 B2 EITARAN ©
Group. The Rosy Sun Acquisition was accounted for using ERRWEE EBE O AREES S HEA
the pooling of interests method. The consolidated financial IR AR ERRERR -
statements include the results of the Rosy Sun Group since 13 ——FRNAT=BUAKRESLS -
June 2012.
The fair values of the identifiable assets and liabilities of the BMEER - ——FA+=B27%&
Rosy Sun Group as at 13 June 2012 were: BRABERBERAREBENAT
Fair value
recognised
on acquisition
W EE R B RERR
AREE
RMB’000
ARETIT
Property, plant and equipment Wk - R Ikt 59,922
Prepaid land lease payments TEf b E IR 45,085
Other intangible assets HtvmEEE 206,128
Available-for-sale investments AHEERE 15,000
Deferred tax assets RIERIBEE 4,132
Inventories FE 292
Trade and bills receivables B 5 M EHE WK 222,823
Prepayments, deposits and other receivables TERFIE - e RHE M EHGRIE 228,911
Pledged deposits BT 2,118
Cash and cash equivalents ReRBEEBY 13,857
Trade and bills payables RSV AN (91,376)
Other payables and accruals HAbERRIERETE A (34,380)
Tax payable FEREIR (8,325)
Interest-bearing bank and other borrowings FERITREMEE (266,196)
Deferred tax liabilities EXERIEBE (16,014)
Government grants T4 ARG (14,219)
Total identifiable net assets at fair value BRARBEYEZAIEHRNEEFEMERE 367,758
Goodwill arising on acquisition U BE RS BE A 7 PR 61,146
Purchase consideration transferred by Mr. Chi BEAERTEBYF=-H2HEERE
to an independent third party 428,904
Less: purchase consideration transferred by B AEEERRN B SEEE TR S
the Group to Mr. Chi for the Rosy Sun BENRE
Acquisition 442,234
Charged to equity A= kR (13,330)

152 HL Technology Group Limited jL#% i S EA R A 5 Annual Report 2014 == — U F 3



33. BUSINESS COMBINATIONS (Continued)

(a) Acquisition of the entire equity interest in Rosy

Sun (Continued)

The goodwill recognised is primarily attributed to the
expected synergies and other benefits from combining the
assets and activities of the Rosy Sun Group with those of the

Group.

(b) Acquisition of a 54% equity interest in Chuan (b)

Sheng Company Limited (“Chuan Sheng
Company”)

On 31 July 2013, the Group acquired the 54% equity interest
of Chuan Sheng Company from third parties. Chuan Sheng
Company was incorporated in Taiwan and engaged in the
product design of wireless communications machinery and
equipment, machinery installation, sale and provision of

Notes to Financial Statements (Continued)

BARE SRR BTRE ()

31 December 2014
—FE—FEF=H=+—H

33. ¥B56tw
(a) WHSERIAZ=IRARFE(8)

ERAHEIRRNA HERMEBEEARE
B2 B N EGPTE S 2 TR RIAUE K
HABM 2 o

WEEJIFABERAR(IINFHARR D)
54% & R

R-FE—=FtA=1—H AKERZE
=7 WEE)II TR RI54% AR HE o Il AR A
R EEEMKIL - (e BRBERS IR
BHEMRA - MERE - HERREHRE
SRR EREIRT - ZIAKE B EEAR

services relating to IT software. The acquisition was made RAEEHREHBEERTIS M -

to expand its market share of signal transmission and
connectivity products in Taiwan. The purchase consideration
for the acquisition was in the form of cash, amounting to

WEZBERBURESSI - £8AFE
#%3,096,0007T (FEE R 4 A R %632,000
JL) °

NT$3,096,000 (equivalent to approximately RMB632,000).

The fair values of the identifiable assets and liabilities of

Chuan Sheng Company as at 31 July 2013 were:

Property, plant and equipment
Prepayments, deposits and other receivables
Cash and cash equivalents

Trade and bills payables

Other payables and accruals

Total identifiable net assets at fair value
Non-controlling interests

Goodwill arising on acquisition
Satisfied by cash

An analysis of the cash flows in respect of the
acquisition of the subsidiary is as follows:

Cash consideration
Cash and cash equivalents

Net outflow of cash and cash equivalents
included in cash flows from investing activities

NARTRZE—=FtA=+—HzA
BRHEERBERAABEET

Fair value

recognised

on acquisition

L HE B B RERR

ARfEE

RMB'000

AREETIT

W - BB R 210

TENFRIE « 2E R E A EYGRIE 49

ReRRSFBY 265

B 5 REEERR 4

H A R FRIE R EET B (38)

BRAREEYERE I EH#NEEFEERE 482

FEPE il (220)

262

WEERE £ 2 g8 370

AR @ 41 632
BRKENB AR B RATIT ¢

RerE 632

ReRBSERBY (265)

Re MBS FEYRLFETA
REEBMEREMN 367
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Notes to Financial Statements (Continued)

PR RARBYRE ()

31 December 2014
—F-mE+=A=+—A

34. DISPOSALS OF SUBSIDIARIES 34. HENEAQF
(a) Disposal of the entire equity interest in Wuhan (a) HERERHEZIBRE
Technology
On 10 January 2014, the Group disposed of the 90% and RZZE—NF—A+H  AEELERZ
10% equity interests in Wuhan Technology to 4t 5z & Hf BHE 290% & 10% %% T8 3k B X Hr 58
BERXABR AR (Hubei Kangpusi Medical Technology BRHR AR R A REUE T TR A A
Co., Ltd.*) and RWETKF R AEHMEHERA MRERAR REREIFHNARK
A (Wuhan Yaguang Xinmin Fire Prevention Decoration 46,815,0007T & A R #5,202,0007T ([ #
Materials Co., Ltd.*) at cash considerations of approximately ENEFRHE]) EZABAREHESIEY
RMB46,815,000 and RMB5,202,000, respectively (the HEENAATR _E—mE—A+E T
“Wuhan Disposal”). Further details of the Wuhan Disposal BEH) AR o
were set out in the Company’s announcement made on 10
January 2014.
2014
—E—MF
RMB’000
ARET T
Net assets disposed of: CHEEEFHE:
Prepayments for acquiring land use right U B b {5 PR 2 FBA 2B 10,087
Trade and bills receivables B 5 R EHE WK 39,017
49,104
Gain on disposal of a subsidiary HEMTE A Rz Mz 2,913
52,017
Satisfied by: SR
Cash wRE 52,017
* The English names are for identification purpose only. & EXEBEHRER
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34. DISPOSALS OF SUBSIDIARIES (Continued)
(b) Disposal of entire equity interest in Rituo
Technology
On 25 April 2014, Dezhou Jincheng disposed of its entire
equity interest in Rituo Technology to & /& TH =2 BH MR
AR /A7] (Weihai Dongchen Plastic New Materials Co., Ltd.*,
“Weihai Dongchen”) at a nil consideration.

Notes to Financial Statements (Continued)

BA RS R AR BYRE ()

31 December 2014
—F-mE+=f=+—A

34. HEMB AT ()
(b) HEBHASRHEZIMRE

R-ZE—MFEA—+HE - &R E
BEHEERAESRRZ 2 BRE T B
BHREZEBHMHUBER AR ([HER

Bl -

2014
—E-NmEF
RMB’000
ARET R
Net assets disposed of: CHEEETFHE:
Property, plant and equipment Y - BB R 57
Other intangible assets HithmpaeE 2,351
Trade and bills receivables Z 5 REBEYGR 10,637
Prepayments, deposits and other receivables TERFRIE ~ H1E R E A EYRIE 8
Cash and cash equivalents ReERRSEEY 3
Trade and bills payables RS ESE Y ANEN (4,634)
Other payables and accruals HAbENRIERERTE A (6,069)
Deferred tax liabilities BRI & (588)
1,765
Loss on disposal of a subsidiary HEMTE A R 2 k518 (1,765)
Satisfied by: AR -
Cash Re =
& The English name is for identification purpose only. * EXABEMH
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Notes to Financial Statements (Continued)

PR RARBYRE ()

31 December 2014
—F-mE+=A=+—A

34. DISPOSALS OF SUBSIDIARIES (Continued) 34. HEWBQI @
(c) Disposal of entire equity interest in E () HEEMNDALKERAREBRAT
BALMEBEF R B R A 8 (Huizhou Honglin 2 IR
Communication Technology Co., Ltd.*)
On 27 May 2014, the Group disposed of its entire equity R-ZE—MFRA-++H KEBHE
interest in Huizhou Honglin Communication Technology Co., EREMNT BB AR A T 2 236
Ltd. to EENSEIS 5 IKEFR A A (Weihai Pengwei Labor RAE TEOBISE S BIREBR AR « (B
Dispatch Co., Ltd.*) at a consideration of RMB8,009,000. A R#8,009,0007T °
2014
—E—MmEF
RMB’000
AR¥T T
Net assets disposed of: EHEEEFE:
Property, plant and equipment Y - B KRB 87,885
Prepaid land lease payments AR T HERIA 13,666
Prepayments, deposits and other receivables TENFIE ~ 2E & E A EHRIE 17,048
Cash and cash equivalents ReRRSEEY 737
Other payables and accruals E AR ERE A (111,992)
7,344
Gain on disposal of a subsidiary HEMB AR 2 WE 665
8,009
Satisfied by: FARPE: W
Cash Be 8,009
* The English names are for identification purpose only. & EXEBEHRER
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Notes to Financial Statements (Continued)

BARE SRR BTRE ()

31 December 2014
—EpFEf—A=+—H
34. DISPOSALS OF SUBSIDIARIES (Continued) 34. HEMB AT ()

(d) Disposal of entire equity interest in Sumptuous d) HEZWRERAT(EA]) IR
Wealth Limited (“Sumptuous Wealth") E

On 9 June 2013, the Company entered into an agreement
with Jia Ya Developments Limited, a company incorporated
in BVI and wholly owned by Mr. Chi, a shareholder and a
director of the Company, and Mr. Chi (as guarantor for the
Purchaser) for the sale and purchase of the entire issued
share capital of Sumptuous Wealth (the "Disposal”). The
Disposal was approved by the independent shareholders of
the Company on 17 July 2013 and finally completed on 26

November 2013.

R-ZE—=FRANA - FATEEHEE
RARAR(—MNEE &R R E ST
KLz RREABEEZERE)  — %
BRERERARAETEEEERESTER
NIFILE - RERREERHMEHE
BIBRA(TZREE]) - ZEEN-F—=
FLATLRERRRBLRRIE - &
BRR_FB—=FF+—A-tREZEK

2013
—T—=F

RMB’000
ARBTT

Net assets disposed of: EHEEEFHE:
Property, plant and equipment ME - BB NEE 379,370
Prepaid land lease payments TE T AE & FRIE 8,108
Goodwill [EES 370
Other intangible assets HEtmmpEE 1,336
Prepayments for acquiring land use right W B + b 5B PR 2 TR RRIE 32,700
Prepayments for property, plant and equipment Y - B k&2 BN RIE 1,612
Investment in an associate gl )N 3,190
Inventories FE 171,946
Trade and bills receivables B 5 M EIEFEWGR 495,051
Prepayments, deposits and other receivables TEFRIE « 28 R E A EYGRIE 65,295
Derivative financial instruments PTHEERTA 694
Pledged deposits [REFEHIES N 9,704
Cash and cash equivalents ReREEEEY 79,214
Trade and bills payables B 5 REBEERK (259,210)
Other payables and accruals R FE R e AT B (79,950)
Interest-bearing bank and other borrowings ATERITREMBEE (417,259)
Tax payable FERTE R (3,619)
Non-controlling interests FEFE i 95
Reclassification of foreign currency EH O BRINERE

translation reserve (288)

488,359
Gain on disposal of a subsidiary & — RN B A T 2 s 2,858
491,217

Satisfied by: AT REEE

Offsetting a promissory note payable (note 35) R SH PE A R IR (B 7435) 491,217
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Notes to Financial Statements (Continued)

BARE SRR BT RE ()

31 December 2014
—F—FEF=H=+—H

34. DISPOSALS OF SUBSIDIARIES (Continued)

34. HEKWB AR (®)

(e) Disposal of a 55% equity interest in Rituo

Automotive

On 12 January 2013, the Group disposed of all its equity
interests in Rituo Automotive in exchange for, among other
considerations, a 45% equity interest in Rituo Technology,
which is accounted for as an acquisition of non-controlling
interests with a notional consideration measured at fair value
of RMB11,564,000. A loss on disposal of Rituo Automotive
of RMB396,000, including the loss effect arising from the
waiver of a receivable for profit guarantee amounting to
RMB 18,396,000, was then recognised in profit or loss.
Further details of the disposal and acquisition were set out in
the Company’s announcement made on 20 November 2012

(e)

HE BHRITESS% IR EE

R-E—=F—A+-H KEBLHEH
RBIAEZFERE - LWBRIR(BEFEE
RE) BSR4 %A - EARA
W IR HiE S - AR BEAEZEE
REBEAHARE11,564,0007T - HEBH
SR E ETIB A R 396,000 T BE 14 A B 25 FE
R BIEERe —ERKFIE I FIRE
7R EY AR 18,396,0007T © i
E RIS 2 #E— P IBER AR RINE
——F+—A-t+HTEzAhRBHA
T —HE+ A t+MB 2K -

and circular dated 24 December 2012.

Assets of a disposal group classified as held
for sale

Property, plant and equipment

Other intangible assets

Trade receivables

Prepayments, deposits and other receivables

Inventories

Cash and cash equivalents

Liabilities directly associated with assets
classified as held for sale

Trade payables

Other payables and accruals

Tax payable

Interest-bearing bank and other borrowings

Deferred tax liabilities

Net assets of a disposal group classified as held
for sale

Goodwill

Non-controlling interests

Loss on disposal of a subsidiary

Satisfied by:
Cash
Fair value of non-controlling interests in Rituo
Technology
Waiver of a receivable for profit guarantee

Total consideration

PEABEFECHEARNZEE
Y - BB kB 5,015
HEMmmpErE 10,976
B S EWGRIE 13,756
FERFUE -« e MEWERGIA 62,652
FE 30,038
ReRESEED 8,835
131,272
Ho AR ESEEEEEHB AR
B SN RIE (35,765)
B RIE N ERE A (10,409)
JEREER (111)
FTERITREMEE (13,700)
FEFIAE E (2,957)
(62,942)
NEABEFEZHEMRRZEEFE
68,330
&S 258
el (31,424)
37,164
HE—FB AR ZEE (396)
36,768
AR RS -
b 43,600
AEeREIEEESE 2 AR EE
11,564
N — SRR Z mFIRE (18,396)
BRE 36,768
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34. DISPOSALS OF SUBSIDIARIES (Continued)

()

Disposal of entire equity interest in Wuhan
Electronic

On 27 September 2013, the Group disposed of the 25%
and 75% equity interests in Wuhan Electronic to U&T
Electronics (Hong Kong) Co., Ltd. and G2 %4 3HE AR
‘A a) (Linyi Rongfa Electronics Co., Ltd*, “Rongfa Electronic”)
at considerations of RMB1,250,000 and RMB3,750,000,
respectively.

Notes to Financial Statements (Continued)

BARE SRR BTRE ()

31 December 2014
—FE—FEF=H=+—H

34. HEMB AR ()
() HEREESFE2IRAE

RZB—=FHLA-++8  XEEHFI
HERZEE F25% K75%BEFHIFE
F(BHB)BERARMBEZFLEETHR
REI([ERBEET])  REDAABARE
1,250,0007T & A R #3,750,0007T °

2013
—T—=F
RMB’000
AREETTT

Net assets disposed of: EHEEEFE
Trade and bills receivables Z 5 REBEYGR 22,914
Prepayments, deposits and other receivables TERFRIE « H2E R E A EYRIE 35
Cash and cash equivalents ReRBEEBY 4,621
Trade and bills payables B 5 REBEENK (22,609)
Other payables and accruals H e A RUE K ERTE (146)
Tax payable FERTEEK 185
5,000
Loss on disposal of a subsidiary HE—HWB AR ZEE -
5,000

Satisfied by: AT REEE
Cash R 5,000

* The English name is for identification purposes only. 3 B A TEEHZR -
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Notes to Financial Statements (Continued)

BARE SRR BT RE ()

31 December 2014
—F—FEF=H=+—H

34. DISPOSALS OF SUBSIDIARIES (Continued) 34. HE
(g) Disposal of a 60% equity interest in Weihai (9)
Dongchen

On 26 November 2013, the Group disposed of a 60%
equity interest in Weihai Dongchen to Mr. Li Ming, an
individual third party of the Group, at a consideration of
RMB3,000,000.

2013
—E—=F
RMB’000
ARKETT

Net assets disposed of: EHEEETHE:
Property, plant and equipment M - BB K& 77
Inventories "E 4,483
Prepayments, deposits and other receivables TERFUE - e REENRIE 2,429
Cash and cash equivalents ReRBSEBY 207
Trade and bills payables B 5 REBENK (2,103)
Other payables and accruals HAbERRIE R ERT & A (19)
Non-controlling interests FEfE R (1,469)
3,605
Loss on disposal of a subsidiary HE—MHE QT k8B (605)
3,000

Satisfied by: TSRS
Cash R 3,000

el PNGITE=))
HERBREG60%RRE

RZTE—=F+—FA=+/B  x&EEH
ERERE0%BETAEE 2B ILE
=HEFREEE - REAARKS,000,000

JG °

An analysis of the net outflow of cash and cash equivalents in
respect of the disposal of subsidiaries is as follows:

TEMBARZIRE RREEEBYREF
EDMT

2014 2013
—B-lF —F=F

RMB’000 RMB’000
ARET T ARETT

Cash received WHIHHR 2

Cash and cash equivalents disposed of HERSLRSEEY

Net inflow/(outflow) of cash and cash HEMBARIZRE R
equivalents in respect of the disposal of B EEWFRAGRE)
subsidiaries

60,026 8,000
(740) (92,877)
59,286 (84,877)
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35. NOTE TO THE CONSOLIDATED STATEMENT OF
CASH FLOWS
(@) Major non-cash transaction

On 26 November 2013, the Group disposed of a subsidiary,
Sumptuous Wealth, with a consideration of RMB491,217,000
(note 34(d)) to Mr. Chi by offsetting a promissory note
payable to Mr. Chi. The promissory note was issued by the
Company to Mr. Chi for the Rosy Sun Acquisition, which
was early redeemed as a result of the disposal of Sumptuous
Wealth, and a notional interest of RMB82,237,000 (note 7)
was recognised in the statement of profit or loss during the
year 2013.

36. CONTINGENT LIABILITIES

(a)

(b)

At the end of the reporting period, contingent liabilities not
provided for in the financial statements were as follows:

Notes to Financial Statements (Continued)

BARE SRR BTRE ()

31 December 2014
—FE—FEF=H=+—H

35 LERERERMET

() XEFREXRS
R-ZBE—=F+—A-+B ' A&EEH
E—EHBARSZMTELLE  REAA
R#491,217,0007t (FI5E34(d)) - HH A
SRR 2 A H B « AH =%
AR R ERKESEREITTRLAE
&R ZERALERBMRERER - B
R-E—=FEERABERAZERFEAR
#82,237,0007T (FiFE7) °

36. WAEE
@ RIMEHIR - R BERR I RS 2 SR
BEWT :

Group
R EE

2014
—E-mE

2013
—T=%F
RMB’000
ARBTT

RMB’'000
ARETT

Guarantees on banking facilities provided BJiE HR&ERRH 7 IR1TRE 2

to related parties 2R

385,500 403,195

A subsidiary of the Group is currently a defendant in a lawsuit
brought by a supplier alleging that the subsidiary breached
and repudiated a commissioned development contract on
software of handsets. At the same time, the Group instituted
a counter-claim against the supplier for the compensation
for the loss on default in a contract with one of the Group’s
customer. The litigation is likely to continue for a considerable
amount of time, and the directors of the Company, based
on the advice from the Group's legal counsel, believe that
the outcome of this claim cannot be reliably estimated.
Therefore, the Group has not provided for any claim arising
from the litigation, other than the related legal and other
costs incurred.

—Z—PUE R Annual Report 2014
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UHRBRBESNZFDRZIRE - REA
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AEEHZHERRERARSRUER
BEPENBRNMHE - SFRRAEIET
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At ELBR BLARRE AR R ELAM A AR
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Notes to Financial Statements (Continued)

PR RARBYRE ()

31 December 2014
—F-mE+=A=+—A

36. CONTINGENT LIABILITIES (Continued)

(0 The Group underwent several intragroup reorganisations
in the current year, which included splitting and transfers
of subsidiaries within the Group. The Group has filed the
intragroup reorganisations, if required, with the relevant tax
authorities. However those intragroup reorganisations may be
subject to further investigations if initiated and requested by
the tax authorities. The directors of the Company believe that
the taxes arising from those intragroup reorganisations have
been properly dealt with and provided for in the financial
statements for the current year. Given the complexity of
relevant tax laws and regulations and the diversified practice
of respective tax authorities, the directors of the Company
consider that the existence of any additional tax obligation
arising from those intragroup reorganisations cannot be
confirmed until completion of such further investigation, if
any, and/or issuance of any written notice by respective tax
authorities in charge. Therefore, the possible obligation of
such additional tax has not been provided for.

37. PLEDGE OF ASSETS

Details of the Group’s bank loans and bills payable which are
secured by the assets of the Group, are included in notes 14, 15,
and 23 to the financial statements.
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38. OPERATING LEASE COMMITMENTS
As at 31 December 2014 and 2013, the Group had total future
minimum lease payments under non-cancellable operating leases in
respect of offices and buildings falling due as follows:

38.

Notes to Financial Statements (Continued)

BARE SRR BTRE ()

31 December 2014
—FE—FEF=H=+—H

RO AE
RZTE—WER_TE—=F+=-A=+—8 -
REEFIAEREFREBED AT REEA LML
BARZERS BB 2HHALLT :

Group
R EE

2014 2013
—F-MF —T=fF

RMB’'000 RMB'000
ARETT ARKETT

Within one year —FR 1,897 3,046
In the second to fifth years, inclusive ZERAFRN(REEREMF) 238 397
2,135 3,443

As at 31 December 2014, included in the Group’s commitments of
RMB755,000 were provided to a related party, with similar terms
offered by the related party to third parties (2013: RMB1,872,000).

39. COMMITMENTS
In addition to the operating lease commitments detailed in note
38 above, the Group’s capital commitments as at the end of the
reporting period were as follows:

Contracted, but not provided for: BEIMBREE -
Property, plant and equipment WE - BE RERE

39.

R-ZB—NE+=-A=+—8 KEBEES
BIERET —HEES A R7550007T
WEERBESRETE=ANBELUER(ZE
—=%F : AR¥1,872,0007T) °

IR
B B XXM sE38F il 2 S SR AV RSN - AEE
WNIREPRZERNALELDT

Group

AEEH
2014 2013
—ZT-mF —T—=%F

RMB’000 RMB'000
AR®TR ARETT

7,900 25,835

—Z—PUE R Annual Report 2014
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40. RELATED PARTY TRANSACTIONS AND
CONNECTED TRANSACTIONS
In addition to the transactions disclosed elsewhere in the financial
statements, the Group had the following transactions with its
related parties during the year:

(a)

40. BELTRZRBAERS
BRE B RREMIBAAHEORSI - FRA
EEBEMETETTIRS :

Group
rEH

2014 2013
—E-F

RMB’000 RMB'000
AR®TR ARBTT

An associate: —HEE A -
Sales of machinery PHEEE 0] - 1,019
Related parties: Rl
Sales of products HEEm (ii) 166,653 16,855
Purchases of products HBEEM (i) 80,477 23,806
Commission fee paid 2fAe (iv) 1,874 141
Rental and utility services fee paid ~ BffFH 4 K/KEE v) 3,785 213
Fee for use of supplier codes paid ~ EAHEERLIGERE (vi) 725 72
Fee for use of supplier codes
received B EEREERE (vi) 805 110
Guarantee fees paid ERERE (vii) 8,003 714
Guarantee fees received EERE (viii) 10,180 806
Notes: Kt
(i) The sales to an associate were made according to the published (i) [ — &R RETHEE RS - TR

prices and conditions offered to the major customers of the Group.

(ii) The sales to the related parties were made according to the
published prices and conditions offered to the major customers of
the Group.

(iii) The purchases from the related parties were made according to the
published prices and conditions offered by the related parties to
their major customers.

(iv) The commission fee arose from the sale of power cord assembly
arranged by a related party in Taipei, which in return paid a
commission based on the net profit of the transaction at rates
ranging from 3% to 17% arranged by the related parties by
reference to the terms by the related parties offered to an
independent third party.
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HTFAEBEEEZRFHE RMBER RGN

(i)  FARETETHHEES  HUEETA
SEEEEF B AMER R AEKE -

DETETHREED - IARES R

@iy A
HE2RFRHEMNE AMERRIEERK

2

(iv) BEBERNGILEELDREETHERR
AUSHE  (ERRE - XNAEREES
PR 8122 5 2 B F BN F3% 2 17% 53
& HE2ZMENGRT RBUE=]
Y fER
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40. RELATED PARTY TRANSACTIONS AND 40. BELFRIRBEXRZ (&)
CONNECTED TRANSACTIONS (Continued)
(@) (Continued) (@) &)

Notes: (Continued)

(v) The rental and service fees were charged based on the direct costs
incurred. The charges are substantially in line with the fees paid by
the related party to independent third parties. Further details of the
operating lease commitments are included in note 38.

(vi) The fee for use of supplier codes was charged based on 1% of the
sales/purchase amount for the purpose of using the supplier code
to sell the relevant products to the ultimate customers. The charges
are substantially in line with those comparable transactions in the
market.

(vii)  The guarantee fees were based on 1.92% of the guaranteed
amount on an annual basis for the guarantee services provided by
the related parties with reference to comparable transactions in the
market.

(viiii  The guarantee fees were based on 2.4% of the guaranteed
amount on an annual basis for the guarantee services to the related
parties with reference to comparable transactions in the market.

Other transactions with related parties:

(i) In 2013, the Group acquired the Rosy Sun Group from
Mr. Chi at a consideration of HK$650 million, based on
arm’s length negotiations after taking into account a
number of factors. Further details of the transaction are
included in note 33(a) to the financial statements.

(i) In 2013, the Group disposed of a subsidiary,
Sumptuous Wealth Limited, to Jia Ya Developments
Limited, a company incorporated in the BVI and wholly
owned by Mr. Chi, the then controlling shareholder of
the Company, at a consideration of HK$621 million.
Further details of the transaction are included in note
34(d) to the financial statements.

(i)  During the year, the related parities provided to
the Group certain guarantees on banking facilities
obtained by the Group of RMB476,000,000 (2013:
RMB446,000,000) as at the end of the reporting
period.

— PO 3R Annual Report 2014
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v MHERREELREBMELEEEKAE
Yo WeEREE FERBIES MBYE=T X
NOER B KEHEREZEZHF
& BRHIEE3S

vy HERKRGEAERSREHE MWEEL
1%EM - EEERNBRT AN ARERK
BRRKEFPHERMER - WEKXE
HEME AR o

(vii)  FEREERIELEES FRARE RS 2 1R
FBENR2WRFFE - HE2EME L
BERS -

(viiy  FEREZRIEERES RURE RS 2 R
EH2A%LFRE - HE2EM S LM

S TR
HERELTNWEMRS

(i) MNZZ—=F AEERELERK
BERWMEE - f8650,000,000/5
TIRANFEEERERE @ WEF R
AETHEZ - RGEMFBHRUE
HRKRMIFE33() °

iy R-T—=F AEFHIEHBAA
SWERABIE TEHRERERA
A EA—HREBHEBAEST
L7 AVAN A=z PN/NCT RN O 2 )
BrREEERBHAR - HENRE
/621,000,000 7T > X 5 H b
TEE R B R M 5E34(d) °

(iy FA - BEINBREARANEIEER
MAEEESZRITREARE
476,000,000 TR A THER(ZZE
—=4% : AR#¥446,000,0007T) °
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Notes to Financial Statements (Continued)

BARE SRR BT RE ()

31 December 2014
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40. RELATED PARTY TRANSACTIONS AND 40.

CONNECTED TRANSACTIONS (Continued)
(b) Other transactions with related parties:

(Continued)

(iv)  The Group provided to the related parties certain
guarantees for banking facilities obtained by those
related parties at a maximum aggregate amount of
RMB452,593,000 (2013: RMB403,195,000) as at a
time during the year.

(c) Outstanding balances with related parties:
Details of the Group’s outstanding balances with its related
parties as at the end of the reporting period are disclosed in
notes 23, 24, 26, 27, 36 and 38 to the financial statements.

(d) Compensation of key management personnel
of the Group:

RELTRZRBERS @)
(b) EEEEFHNEMRS @ (8)

vy AEEFANREEHERFZETH
B =B AR 452,593,000 7T
(ZZ—=% : AR¥403,195,000
TO) A ERES RS TER -

() EERAER 2 KREEHRHE :
AEBRHE R RERE 2 REEH
A BHN M RAME23 - 24 26
27 - 36238 °

(d) FEEXTEEEASHMH

Group
rEEH

2014 2013
—E-MF —T=f

RMB’000 RMB'000
AR®TR ARBTT

Salaries and other benefits e hEMEF
Contributions to retirement benefit RIREFIFHEI R
schemes

926 3,389
45 134
971 3,523

Further details of directors’ and the chief executive’s
emoluments are included in note 8 to the financial
statements.

The related party transactions in respect of items (a)(ii) to (viii) above
are those transactions with the subsidiaries of Sumptuous Wealth
after the Disposal. They also constitute connected transactions or
continuing connected transactions as defined in Chapter 14A of the
Listing Rules.
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41.

FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial
instruments as at the end of the reporting period were as follows:

2014

Financial assets

ETREE

Available-for-sale investments

Financial assets included in prepayments,
deposits and other receivables

Trade and bills receivables

Cash and cash equivalents

Pledged deposits

AHHERE

SEAFENFRR -
R IRN BB E

B 5 MEBERIGK

R MRS EEY

41.

e MEM

Notes to Financial Statements (Continued)

BA RS R AR BYRE ()

31 December 2014
—F-mE+=f=+—A

BERHEsEMTIA
FE MRS S BIANEEENT :

—s-mE

Available-

for-sale
Loans and financial

receivables assets Total
BRk A#HHEEZ
EWRE SREE et
RMB’000 RMB’000 RMB’000
ARETR AR®Tx AR%®TxR

- 15,000 15,000

131,023 = 131,023
1,260,905 = 1,260,905
169,950 — 169,950
23,985 - 23,985
1,585,863 15,000 1,600,863

Financial liabilities

Trade and bills payables
Financial liabilities included in

other payables and accruals
Interest-bearing bank and other borrowings

B 5 MEBERNR
FAARMENFEREFER A

ARRTREMER

Financial
liabilities at
amortised
cost

RBERA

SRRz
EMAE
RMB’000

AR®TR

867,044

30,918
489,421

1,387,383

—Z—FF3R Annual Report 2014
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41. FINANCIAL INSTRUMENTS BY CATEGORY

(Continued)
2013

Financial assets

TREE

Available-for-sale investments
Financial assets included in prepayments,
deposits and other receivables

A ERE
SEARNRR - B2 R
Hitfe W IE S R E &=

Trade and bills receivables EONSES T IE
Cash and cash equivalents ReRBSEEY
Pledged deposits BEREFR

41.

BRERESEMIA®)

—E-=F

Available-

for-sale

Loans and financial
receivables assets Total

=E AfHEZ
FEW TR ERIEE #RET
RMB’000 RMB’000 RMB’000
ARBTT AREFTT AR®TT
- 15,000 15,000
26,133 - 26,133
1,201,430 - 1,201,430
62,721 - 62,721
16,064 - 16,064
1,306,348 15,000 1,321,348

Financial liabilities

TREE

Trade and bills payables
Financial liabilities included in

other payables and accruals
Interest-bearing bank and other borrowings

B 5 REBRENK
FTARALIER FIR N EET B A

ZEmafE

AHRERITREMER

Financial
liabilities at
amortised
cost
REESHA AN
ARz
A=A
RMB’000
AREETIT

704,176

57,991
625,206

1,387,373
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41. FINANCIAL INSTRUMENTS BY CATEGORY
(Continued)

Financial assets

TREE

Cash and cash equivalents

RE MRS FEY

Notes to Financial Statements (Continued)

BARE SRR BTRE ()

31 December 2014
—FE—FEF=H=+—H

41 REREsEMI A

Company
AT
Loans and receivables
ERR WA

2014 2013
—E-NF —E-=F
RMB’000 RMB’'000
AR®T T AREETTT

36 575

Financial liabilities
TRIAE

Financial liabilities included in
other payables and accruals
Amounts due to subsidiaries

Financial liabilities at
amortised cost
RBEHATRzERMEE
2014 2013
—E-NF —T-=F
RMB'000
AREETTT

RMB'000
ARET T

FAAEMENRIBREFERZ
TRARE
FETH B~ Rl F0R

419 69
28,651 25,345
29,070 25,414
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42.

43.

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS

Management has assessed that the fair values of cash and
cash equivalents, trade and bills receivables, financial assets
included in prepayments, deposits and other receivables, pledged
deposits, trade and bills payables, financial liabilities included in
other payables and accruals, interest-bearing bank and other
borrowings and amounts due to subsidiaries approximate to their
carrying amounts largely due to the short-term maturities of these
instruments.

The Group’s corporate finance team headed by the finance
manager is responsible for determining the policies and procedures
for the fair value measurement of financial instruments. The
corporate finance team reports directly to the chief financial officer.
At each reporting date, the corporate finance team analyses the
movements in the values of financial instruments and determines
the major inputs applied in the valuation, if any. The valuation is
reviewed and approved by the chief financial officer, if any.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group's principal financial instruments comprise interest-
bearing bank and other borrowings and cash and cash equivalents.
The main purpose of these financial instruments is to finance the
Group’s operations. The Group has various other financial assets
and liabilities such as trade and bills receivables, trade and bills
payables, which arise directly from its operations.

It is, and has been, throughout the year under review, the Group’s
policy that trading in financial instruments shall be undertaken with
due care.

The main risks arising from the Group’s financial instruments are
foreign currency risk, interest rate risk, credit risk and liquidity risk.
The board reviews and agrees policies for managing each of these
risks and they are summarised below.

Interest rate risk
The Group's exposure to the risk of changes in interest rates relates
primarily to the Group’s United States dollar debt obligations with
floating interest rates.

The Group’s policy is to manage its interest costs using a mix of
fixed and floating rate debts with respect to the prevailing interest
rate environment. The Group mitigates the risk by monitoring
closely the movements in interest rates and reviewing its banking
facilities regularly. The Group has not used any interest rate swap to
hedge its exposure to interest rate risk.

HL Technology Group Limited 5L#E H EEAR A 7

42.

43.
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5 FFAEMRNFRBEREFERANESRE
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FERARGBENEEHARE - RECSHYBR
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BREREEBERBER
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43. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)
Interest rate risk (Continued)
The following table demonstrates the sensitivity of the Group’s
profit/(loss) before tax and equity in response to changes in interest
rates of the Group's floating rate United States dollar debts (with all
other variables held constant).

Group

2014 —E—mE
US$ debts ELE
RMB debts AREAER
US$ debts ELEE
RMB debts AR ST
2013 —E-=F
US$ debts ELEE
RMB debts AREEER
US$ debts ETLER
RMB debts AREER

ZZ—PYFF 3R Annual Report 2014
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43. BIEEMREEBZRBUER#)

MRE ()

TREIIAEEBRBADERN, (BRI
AEEZEXTEBNNEEH (A LR
R TE)MHRE -

AEM

(Increase)/
Increase/ decrease (Decrease)/
(decrease) in in profit increase
interest rate  before tax in equity

MEEHA/  BBADER =
(F&) (8m) B> (Ed), &
basis points RMB’000 RMB’000
HEE AR®TR AR%®TxR

100 342 (256)
100 3,522 (2,642)
(100) (342) 256
(100) (3,522) 2,642
100 (645) (484)
100 (4,025) (3,019)
(100) 645 484
(100) 4,025 3,019
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43.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

Foreign currency risk

The Group has transactional currency exposures. Such exposures
arise from sales or purchases by operating units in currencies other
than the units’ functional currencies. The Group assesses the
respective exposures of each of its operating units.

Foreign currency risk is the risk that the holding of monetary assets
and liabilities and entering into transactions denominated in foreign
currencies which will affect the Group’s financial position and
performance as a result of a change in foreign currency exchange
rates. At the end of the reporting period, certain trade receivables,
pledged deposits, cash and cash equivalents, trade payables
and interest-bearing bank and other borrowings of the Group
denominated in or linked to foreign currencies, details of which
are set out in the respective notes, expose the Group to foreign
currency risk.

The following table demonstrates the sensitivity of the Group’s
profit/(loss) before tax and equity in response to changes in
exchange rates (with all other variables held constant) to which the
Group had significant exposure.

Group

2014 -z _mE
If US$ weakens against RMB W5 =T AR B 53
If US$ strengthens against RMB B ETTH AR K258
2013 —E-=F

If US$ weakens against RMB MEEITHAREHES
If US$ strengthens against RMB W8 2T H AR a8
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3. BiIEREEEEREE®)

SN LB

AEEERD LFEEBRR - ZFRRKE
REBMAZEMNEEE NI TR ETT
HIHE SRS - AREFEBLLEMARER

SNERBAFRBEEREERAR - WASNEST
B RZNRAR - BRINSEXZEHTER
SEMB BN MK - NS A& RE -
AEERETEZRUKIEA  SEBRFER #R
ERBREEEY  BERENFBEARG BIRTT
READBEAEIINERR - ZEHB BIANE
sHESKENEEE - FITHNARRMEE -

THRHIIAEERBADER, (FR) gy
AR EAREEAEEEDER (AL RS
F ) OB ©

AEE

(Increase)/
decrease in
profit/(loss)

before tax

BRBLAT

(Decrease)/
increase

(Decrease)/
increase

in US$ rate in equity

ExER B (HE) i

(T¥) /£ (48m), B
% RMB’000
Bk AR®Tm

GR2), /&t
RMB’000
AR¥®T

(10%) 598 (449)
10% (598) 449
(10%) (1,713) (1,285)
10% 1,713 1,285
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FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)

Credit risk

The Group trades only with recognised and creditworthy third
parties. It is the Group’s policy that all customers who wish to
trade on credit terms are subject to credit verification procedures.
In addition, receivable balances are monitored on an ongoing
basis and the Group’s exposure to bad debts is not significant. For
transactions that are not denominated in the functional currency of
the relevant operating unit, the Group does not offer credit terms
without the specific approval of the head of credit control.

The credit risk of the Group's other financial assets, which comprise
cash and cash equivalents, available-for-sale investments, certain
other receivables, arises from default of the counterparties with
a maximum exposure equal to the carrying amounts of these
instruments.

Since the Group trades only with recognised and creditworthy
third parties, collateral is usually not required. Concentrations of
credit risk are managed by customer/counterparty, by geographical
region and by industry sector. At the end of the reporting period,
the Group had certain concentrations of credit risk as 33% (2013:
16%) of the Group's trade receivables were due from a customer,
within the communication system segment.

Further quantitative data in respect of the Group’s exposure to
credit risk arising from trade receivables are set out in note 23 to
the financial statements.

Liquidity risk

The Group monitors its risk to a shortage of funds using a recurring
liquidity planning tool. This tool considers the maturity of both its
financial instruments and financial assets (e.g., trade receivables)
and projected cash flows from operations.

Ultimate responsibility for liquidity risk rests with the board of
directors of the Company, which has built an appropriate liquidity
risk management framework for the management of the Group's
short, medium and long-term funding and liquidity management
requirements. Having considered the forthcoming business plan,
the Group manages liquidity risk by maintaining adequate banking
facilities and continuously monitoring working capital forecast
and actual cash flows. Should there be any significant change in
banking facilities available, the Group will adjust the working capital
forecast and business plan accordingly to maintain its liquidity.

Other than endorsed bills with full recourse which were
derecognised by the Group and discussed elsewhere in these
consolidated financial statements, the following tables detail the
Group's remaining contractual maturity for its non-derivative
financial liabilities based on the agreed repayment terms.

43.
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43. FINANCIAL RISK MANAGEMENT OBJECTIVES 43. BERAKREEEERBEK @)
AND POLICIES (Continued)
Liquidity risk (Continued) TRED MR ()
The maturity profile of the Group’s financial liabilities as at the end BESLHARTENK  AEBEcRBEERSE
of the reporting period, based on the contractual undiscounted EAREVEIHABER AT ¢

payments, was as follows:

Group EHE

Less than 3t0 12
On demand 3 months months Total

REX{ESR =PI =Z+=fiA @t

RMB'000 RMB'000 RMB'000 RMB'000
ARBTR ARBTR AR®TT ARBTR

Trade and bills payables ZHREREMNR 157,441 307,684 401,919 867,044

Financial liabilities included in SARMENTIER
other payables and accruals BBz eRmas 7,687 23,231 - 30,918
Interest-bearing bank and other borrowings FERTREMES - 252,750 260,494 513,244
165,128 583,665 662,413 1,411,206

Less than 3t0 12
On demand 3 months months

T  =Et=fAA

BRK(ER =fEAK
RMB'000 RMB'000 RMB000

ARETT ARETT ARETT

Trade and bills payables EUPES AN 24,503 445,289 234,384 704,176

Finandial liabilities included in other payables STARMERFER
and accruals EiERZERBE 1,977 55,994 20 57,991
Interest-bearing bank and other borrowings HERITREMEE - 234,038 411,047 645,085
26,480 735,321 645,451 1,407,252
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43. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (Continued)
Liquidity risk (Continued)
Company

2014
—2-mF

Amounts due to subsidiaries
Financial liabilities included in other payables
and accruals

eI B R RHR
SHARMERFER
EHERCERAR

Notes to Financial Statements (Continued)

BARE SRR BTRE ()

31 December 2014
—FE—FEF=H=+—H

43. BIEEMREEBZRBUER#)

TENE R ()
FAF

Less than 3t0 12
On demand 3 months months Total

REREE =Z@EALUT =Z+=fiA @t

RMB'000 RMB'000 RMB'000 RMB'000
ARBTR ARBT ARBT T ARBTR

- 28,651 - 28,651
- 418 - 418
- 29,069 - 29,069

Amounts due to subsidiaries
Financial liabilities included in other payables
and accruals

eI B AR HR
FEARMENFER
ESHEACERAR

Less than 3t012
On demand 3 months months Total

BEX =EAUT =E+-{3A a5t
RMB000 RMB'000 RMB'000 RMB000
ARETT AREFTL ARETL ARETT

- 25,345 - 25,345
- 69 - 69
- 25414 - 25414

ZZ—PYFF 3R Annual Report 2014
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Notes to Financial Statements (Continued)

BARE SRR BT RE ()

31 December 2014
—F—FEF=H=+—H

43.

44,

45.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

Capital management

The primary objectives of the Group's capital management are to
safeguard the Group's ability to continue as a going concern and to
maintain healthy capital ratios in order to support its businesses and
maximise shareholders’ value.

The Group manages its capital structure and makes adjustments
to it in light of changes in economic conditions and the risk
characteristics of the underlying assets. To maintain or adjust the
capital structure, the Group may adjust the dividend payment to
shareholders, return capital to shareholders or issue new shares. The
Group is not subject to any externally imposed capital requirements.
No changes were made in the objectives, policies or processes for
managing capital during the years ended 31 December 2014 and
31 December 2013.

The Group monitors capital using a gearing ratio, which is interest-
bearing bank and other borrowings divided by the total assets.
The gearing ratios as at the end of the reporting periods were as

follows:

43,

BREEREERERBE®)

EXEH
AEEEAERENTEARRREREE AR
BRETAUBLEBEUNBRHRENERL
K PXFEEBNERBREBRAL -

7 52 (5] (A i A7 A 5 O B 554 R 4B R A A L e
FREREBEENEHEWHHEL TR - B
HAREALEE  AEETARRKRRIRERN
BRE -~ MRRREBRALBEITHRGD - AEE
WS B EM N IMNAERERKFTRR - B
HEZZ—NF+—A=+—RHAK=ZE—=%F
TZA=T—HILEFE - UESEEREARNE
1 - BURSE P ER (k) -

AREBERAEARR B X (BIAFT BRITREAM
EERBEENE I LR)ERER - SREH
ROERBELRMT

Group
TEE
2014 2013
—F-MF —T=%F
RMB’000 RMB’000
AR¥T T ARBTFT
Interest-bearing bank and other borrowings FTERITREMEE 489,421 625,206
Total assets BEE 2,429,885 2,417,922
Gearing ratio BARAGL X 20% 26%
COMPARATIVE AMOUNTS 44, LB SH

Certain comparative amounts have been reclassified to conform
with the current year’s presentation.

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by
the board of directors of the Company on 26 March 2015.

HL Technology Group Limited 3LHRHZEEAR A 7

45,

ETHBREHREENNR AR FEZE
5] o

#EM B RE
ARTEERN-E-RF=A-tABHE
R TIEAB T RE -
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