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2009 2010 2011 2012 2013
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Gross Profit Margin (%)  EFIZE (%) 39.1 40.3 355 35.3 36.7
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Operating Profit R R (%)
Margin (%) 20.4 23.8 18.8 17.0 18.1




Financial Highlights
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TURNOVER DAY SNOTE

B g

2009 2010 2011 2012 2013
Year FE —EENGF ZETF Z2——F E2——-F ZB—=
Inventory FE 134 126 157 105 182
Trade and bills receivables & U& BR 7% & & I 22 1% 149 137 167 152 158
Trade payable FERTER K 106 121 128 97 175
Cash conversion days IR ot H 8 177 141 196 160 165
Notes FaE

Inventory turnover days = Gross inventory balance as at year end/(Cost of sales for the
year/365 days)

Trade and bills receivables turnover days = Gross trade and bills receivables balance as at
year end/(Turnover for the year/365 days)

Trade payable turnover days = Gross trade payable balance as at year end/(Cost of sales for
the year/365 days)

Cash conversion days = Inventory turnover days + Trade and bills receivables turnover days
— Trade payable turnover days

FEBEAR-FRGFEEBREE/(FRHEKE, 3658)

FEUBR R & RN A 88 A = F AR EUBR N R B R IR 84
1R,/ (FNEHRE,3650)
FENBR TGRS A 8 = SRR/ (FRIEEKA,3658)
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2013 2012
—E-=F —ET——F +/(-)
For the year ended BZE+=-A=+-—H
31 December (in HK$'000) LHFEE(FHRT)
Revenue WA 1,472,488 1,313,330 +12%
Gross profit FEF 541,129 464,187 +17%
EBITDA EBITDA 269,920 226,631 +19%
Operating profit LR 266,190 223,256 +19%
Profit for the year (excluding the FEREF (B FEERRE
share option scheme expenses) EER) 240,240 203,332 +18%
Profit for the year 3okl 226,540 182,959 +24%
Research and development EER X
expenses (included in (BPREETHREAR)
administrative expenses) (94,480) (82,808) +14%
At 31 December (in HK$'000) R+=—A=+—H (F#&x)
Total assets BERLE 2,832,808 2,193,760 +29%
Total liabilities BEEEE 745,686 382,926 +95%
Total equity gk 2,087,122 1,810,834 +15%
Net current assets mEEEFRE 2,078,738 1,800,340 +15%
Per share (in HKS) R (BxT)
Earnings per share FRREF
— Basic — EK 0.218 0.176 +24%
— Diluted — e 0.211 0.176 +20%
Financial ratios B IELE =
Gross profit margin FE = 36.7% 35.3%
Operating profit margin HE SR T R 18.1% 17.0%
Net profit margin FFEE 15.4% 13.9%
Current ratio BN R 3.8 5.7
Return on equity’ FEZS R 10.9% 10.1%
Return on assets? EE R R 8.0% 8.3%
Notes B3
1 Return on equity = Profit for the year/Equity as at year end 1 RSB = FEEF S FARERS

2 Return on assets = Profit for the year/Total assets as at year end

2 BERR=FEHFFREELE



Bank Card Transaction Flow of

Electronic Pagyment
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The following is a simplified diagram illustrating the transaction
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flow in a typical electronic payment transaction SRR
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(e.g. Visa/MasterCard/China UnionPay)
(8120 Visa/MasterCara/ R EF)

Source: Analysys International, CSI

" "EFT-POS terminal solutions providers sell EFT-POS products and provide

related services to merchant service providers and acquirers.

“Merchant service providers provide transaction processing solutions to
merchants by assisting merchants in setting-up their operations to accept
cards as a form of payment from their customers.

1: Cardholder purchases with card at a merchant through an EFT-POS terminal.

2: The EFT-POS terminal sends transaction data to the acquirer.

3&4: The acquirer sends authorization request and verifies with the card issuer that the
card number and transaction amount are both valid through the network of card

association.

5&6: The card issuer verifies that the cardholder’s credit is sufficient and grants
authorization.

7: The acquirer receives the response and relays it to the merchant.
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Some of Our Products

(for reference only)
BRNDER (EH2E)

EFT-POS terminals & F 2 {5 & 2 KR i

The below are D-Series and Greener S-Series EFT-POS terminal products. In
general, most of the products from these two product lines are embedded
with built-in Near Field Communication (“NFC"”) function and able to accept
all forms of cards. For Greener S-Series products, we focused on our efforts
in the utilization of materials that are more environmentally-friendly and
“greener” to our environment.

TEAD R KIRIRS RIEFT-POSRIGHKE R - —RM 5 - ZMIKERRT A
BrEMBERAANBMERHELBFA(NFC)INEE - ATEREERE - ERIR
SEINERFE  BMBAERERROYE - LBE (&G R -

. General features: accept smart card, magnetic stripe and contactless
transactions, large memory capacity, and built in contactless card
reader supports NFC

. Models: New (D-Series) D200, D210, D300

. —RRRFIE - AIEEEVE AR - MR RIEEE R - AERRERE R
EXENFCHIEEBAE RS
. A5 - 5= (D &%) D200 + D210 * D300

D200 D210

D300

. General features: accept smart card, magnetic stripe card and
support credit, debit and a full range of prepaid products, including
gift cards and loyalty programs

3 Models: New Greener S-Series S80, S90, S58, S78

3 —ARAFME - ATEEVERE R C BGR  UXRHEAR B RE2RIE
NER  BEERFTRERE

. RS - FIUIRIR S %51 S80 ~ S90 ~ S58  S78

S80 S90

S58 S78

Consumer Activated Devices HE &2 1ERH

3 General features: support a variety of connection options to work
with EFT-POS terminals
o Models: SP20, SP30

. —RRAFME - 4R L T8 EFT-POS 4R HE MY B 15 18 1R
. AUEE + SP20 ~ SP30

SP20 SP30

Contactless Device FiZBREFHRE

3 General features: specifically designed for contactless payment,
which comply with various industry standards including
MasterCard's PayPass and Visa's payWave

. Models: R50, R30

. —REMN ERIEBAINMR ATAZEAXAEFTE 85
MasterCard &) PayPass }% Visa #) payWave
. A5 : RS0 * R30

R50 R30
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Directors and Senior Management

SShSREERE

As at 6 March 2014, the date of the Report of the Directors, the
biographical details of the Directors and senior management of the
Company are as follows:

BOARD OF DIRECTORS

Executive Directors

NIE Guoming Chairman

Mr. Nie, aged 51, is the Chairman and an Executive Director of the
Company. He is responsible for the overall management and strategic
development of the Group. Mr. Nie has over 18 years of experience in
the card payment industry. He joined Pax Technology Limited (”Pax
Technology”) since founding of the company in 20 March 2000. He
was the vice president of Pax Technology from 20 March 2000 to 1
January 2001. He has been the president of Pax Technology from 2
January 2001 to 14 June 2010. He was appointed as the chairman of
Pax Technology since 14 June 2010. Mr. Nie previously worked as an
engineer in the Information Technology Department of the
Headquarters of China Merchants Bank in the PRC from 1996 to 1999.
Mr. Nie graduated from Tsinghua University in 1984 with a bachelor’s
degree in Radio Electronics and obtained a master’s degree in Radio
Electronics Engineering from Southeast University in 1991. He was
appointed as the Chairman and an Executive Director of the Company
on 1 December 2010.

LU Jie Chief Executive Officer

Mr. Lu, aged 49, is the Chief Executive Officer and an Executive
Director of the Company and the President of Pax Computer
Technology (Shenzhen) Co., Ltd. (“Pax Technology (Shenzhen)”). He
joined the Group in August 2001 and is responsible for managing all
the business development, sales and marketing functions of the Group
in the PRC. Mr. Lu has over 13 years of experience in sales and
marketing in the electronic payment industry and served a number of
management positions and executive role at a system integration
company, Beijing Order Computer Company, from 1998 to 2001
including general manager of insurance department, general manager
of marketing department and vice president of the company. He had
also worked as an engineer of the Ministry of Geology and Mineral
Resources of the PRC and the Chinese Academy of Geological Sciences
from 1986 to 1994 and from 1994 to 1995, respectively. Mr. Lu holds
a bachelor’s degree from Chengdu Geology Institute. He obtained an
Executive Master of Business Administration degree from the Cheung
Kong Graduate School of Business in 2010. He was appointed as the
Chief Executive Officer and an Executive Director of the Company on
23 May 2013.
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Directors and Senior Mlanagement

sERSREER

LI Wenjin

Mr. Li, aged 50, is an Executive Director of the Company. He is
responsible for risk management and treasury management. He is also
responsible for overseeing operations of Pax Technology of which he
has been a Director since 5 April 2000. Mr. Li has over 22 years of
experience in investment and administrative affairs. Mr. Li was the
Director of Hi Sun Information Technology Services Limited (“HSITSL")
from 1 August 1997 to 3 May 2005. HSITSL was a Hong Kong
company, which was a representative and purchasing office engaging
in general trading, and engaging in provision of consultancy services.
HSITSL provided consultancy services to Pax Technology from 2002 to
2003. Mr. Li is also the managing Director of Hi Sun Limited since 16
August 1999 and an Executive Director of Hi Sun Technology (China)
Limited (“Hi Sun”), being a substantial shareholder of the Company,
since 7 June 2001. He has also been appointed as an Executive Director
of both Hi Sun Limited and Hi Sun and certain of their subsidiaries. Prior
to joining Hi Sun Limited in 1999, he worked for several companies in
the PRC and Hong Kong, including Beijing Order Computer Company,
a system integration company, from 1994 to 1995 where he was
responsible for investment and administrative affairs. Mr. Li obtained a
master’'s degree in law from the Peking University in 1989. He was
appointed as an Executive Director of the Company on 24 February
2010.

Independent Non-Executive Directors

YIP Wai Ming

Mr. Yip, aged 48, was appointed as an Independent Non-Executive
Director of the Company on 1 December 2010. Mr. Yip is currently an
Independent Non-Executive Director of BBMG Corporation (1t 2 & [
A&7 EBR A a]), Ju Teng International Holdings Limited ( & & Bl B2 42 %
A BR A A)), Far East Horizon Limited (& 3 7= {= B IR 2 7)) and Poly
Culture Group Corporation Limited (4R |3/t £ B XD B R 2 A1), and
was the deputy general manager of Yuzhou Properties Company
Limited (M ERRMD B R A 7]) in 2010 and the chief financial officer
of Haier Electronics Group Co., Ltd. (B8 B E 22 £ E AR 2 7)) from
2004 to 2009, all of which are companies listed on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). Prior to that, he had
held senior positions in other listed companies, an investment bank and
an international accountancy firm during the period from 1987 to
2003. Mr. Yip graduated from The University of Hong Kong with a
bachelor’s degree in social sciences in 1987. He also holds a bachelor’s
degree in laws from the University of London. Mr. Yip is a fellow of the
Association of Chartered Certified Accountants, and a member of the
Hong Kong Institute of Certified Public Accountants and the Chinese
Institute of Certified Public Accountants.
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Directors and Senior Management

SShSREERE

WU Min

Dr. Wu, aged 42, was appointed as an Independent Non-Executive
Director of the Company on 1 December 2010. Previously, Dr. Wu was
an assistant professor with The Hong Kong University of Science &
Technology Business School and The University of Hong Kong School of
Business. Dr. Wu has been teaching International Accounting
Standards, US Generally Accepted Accounting Principles and Chinese
Accounting Standards. Her academic research achievements in
identifying US accounting restatements and frauds were reported by
various media, including the Wall Street Journal, New York Times,
Business Week, Fortune, CNN, etc. Dr. Wu used to cooperate with
major accounting firms and the Public Company Accounting Oversight
Board (US) in research in the areas of accounting manipulation and
frauds by US listed companies. She also provides professional
interpretation and analysis services for investment funds on accounting
standards and on listed companies’ financial statements. Dr. Wu
graduated from Peking University with a bachelor’s degree in
Economics in 1994. Dr. Wu obtained a master’s degree in Economics
from Tufts University in 1996 and a Ph.D. in Accounting from Stern
School of Business, New York University in 2003.

MAN Kwok Kuen, Charles

Mr. Man, aged 55, was appointed as an Independent Non-Executive
Director of the Company on 1 December 2010. Mr. Man graduated
from The University of Hong Kong with a bachelor’s degree in laws in
1981. Mr. Man was admitted as a solicitor in Hong Kong in 1984 and
has practised as a solicitor at Joseph S. C. Chan & Co. (formerly known
as Chan and Lo) in Hong Kong since then. He is currently a partner of
Joseph S.C. Chan & Co.
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Directors and Senior Mlanagement

sERSREER

SENIOR MANAGEMENT
For the year ended 31 December 2013, Mr. Luo Shaowen and Mr. Lee
Chris Curl were the Company’s senior management.

LUO Shaowen

Mr. Luo, aged 45, is the Executive Vice President of Pax Technology
(Shenzhen). He is responsible for the procurement and supplies
activities, and oversees the finance of the operations in Shenzhen. Mr.
Luo graduated from Wuhan University with a bachelor’s degree in
economic management. Mr. Luo has over 17 years of experience in the
card payment industry and over 12 years of experience in financial
administration and supply chain management. He joined Pax
Technology (Shenzhen) in December 2004 as Chief Financial Officer.
Prior to joining the Group, Mr. Luo served various management
positions including general manager of the Zhuhai Branch of the Beijing
Order Computer Company.

LEE Chris Curl

Mr. Lee, aged 37, is the Chief Financial Officer and Joint Company
Secretary of the Company. He is responsible for overseeing the business
development and the finance of the Group. He joined the Group as the
Group Financial Controller in August 2011. Mr. Lee graduated with a
Masters of Commerce degree from The University of New South Wales,
Australia and Bachelor of Commerce degree from University of
Wollongong, Australia. He is a member of Chartered Accountant in
Australia, Certified Public Accountant in Hong Kong, and chartered
holder of Financial Risk Manager in the United States. Previously, Mr.
Lee was the Group Finance Manager of a financial institution. Prior to
that, he was an auditor of an international accounting firm.
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Chairman’s Statement
FEHRS

Dear Shareholders,

On behalf of the board of Directors (the “Board”) of PAX Global
Technology Limited (“PAX", and together with its subsidiaries, the
“Group”), | am pleased to present the annual report of the Group for
the year ended 31 December 2013.

FINANCIAL RESULTS

The year 2013 was a fruitful year for the Group, when the Group's
turnover amounted to HK$1,472.5 million, representing a growth of
12% compared to HK$1,313.3 million in 2012. The annual sales
volume of electronic funds transfer point-of-sale ("EFT-POS") terminals
exceeded 1.5 million units, which is one of the meaningful milestones
of PAX. Profit for the year attributable to equity holders of the
Company was HK$226.5 million, representing a growth of 24% as
compared to HK$183.0 million in 2012. Excluding share option scheme
expenses, profit for the year attributable to equity holders of PAX was
HK$240.2 million, representing a growth of 18% as compared with
last year. Basic earnings per share for the year was 21.8 HK cents
(2012: 17.6 HK cents).

In 2013, the China market recorded turnover of HK$1,046.1 million,
representing an increase of 14% as compared to HK$918.9 million in
2012. The increase in the turnover of China segment was attributable
to the high growth of the whole industry, in particular the strong
demand brought about by rapid expansion of third-party payment
service operators (the “Operators”). Apart from this, the increasing
demand of vertical applications also benefited the market growth,
which made an increasingly remarkable contribution to the domestic
revenue of PAX.

The overseas market turnover of the Group was HK$426.4 million in
2013, representing an increase of 8% as compared to HK$394.4
million in 2012. Turnover of Asia Pacific (“APAC"), Latin America and
Commonwealth of Independent States (“LACIS”), and the United
States of America and Canada (“USCA") business units recorded
notable growth. Whilst, Europe, Middle East and Africa ("EMEA")
business unit turnover recorded a drop mainly because of the delay of
Africa orders. Moreover, the share of overseas market in aggregate
turnover was 29%, as compared to 30% in the corresponding period
last year.

* China market and overseas market turnover classification is according to locality of
customers.
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Chairman’s Statement
FTHEHRS

OUTLOOK

As stated in The Nilson Report, an authoritative magazine on payment
industry published in October 2013, PAX was ranked number 4 globally
in terms of the volume of EFT-POS terminals shipped in 2012. Among
the top 5 EFT-POS terminal solutions providers, we reached the fastest
growth with an annual growth rate of 32%, which in turn proved
PAX's vitality and its industry position in the world. Today, PAX
becomes a global mainstream brand and we firmly believe that the
ranking of PAX will reach another new height going forward.

We will continue to focus on the China market. By capitalizing on the
Group's leading position in China, we strive to seize the enormous
development opportunities contributed to the booming China market
and will lay a solid foundation for entering into overseas markets. We
used to proactively invest in the R&D of new products on the Operators
and vertical applications, and actively and closely cooperate with new
licensed Operators, which brought abundant harvest to PAX. It is
expected that these two markets shall remain to be the growth
momentum for the coming year. Recently, mobile payment sector also
began to show a sign of expansion and the cooperation between
financial institutions and mobile handset manufacturers or
telecommunications Operators will promote the development of the
whole sector. Also, based on the development experience of mobile
payment in Japan and Korea, this sector will provide huge opportunities
to EFT-POS terminal solutions providers in the future. We will endeavor
to capture these opportunities to consolidate and expand our domestic
market share.

Overseas market will continue to be a major growth driver of the
Group's business. Regarding the overseas market, PAX introduced a
series of new key products with significantly improved functions,
designs, compatibility and materials utilization as compared to those of
old products. Among which, another key EFT-POS terminal model won
a design award in Europe. Most of the new products are equipped with
built-in Near Field Communication (“NFC”) function or various
communication modules to cater for NFC’s worldwide applications. In
most markets, our current flagship products’ three levels certifications
have been obtained whilst certifications of new products have been
applying in the major markets.
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Chairman’s Statement
FEHRS

In addition to the provision of the greater technical support to existing
partners and distributors worldwide, PAX is further enhancing its
marketing. In order to achieve the “GLOBAL PRESENCE"”, we have
looked for more local partners with solid reputations and operating
capacity, especially in Europe, South America and the Commonwealth
of Independent States. At the same time, we also increased the
members of our international sales team to provide more services to
overseas customers. Last year, we set up an overseas support team to
provide testing, Terminal Management System (“TMS") training, and
after sales service support for international markets. In 2013, after years
of hardwork, we finally successfully entered Brazil, India and Indonesia
markets. Those markets will provide huge growth potential for PAX in
the coming years. Furthermore, we expect good achievements in
mature payment markets such as North America and Europe in the
foreseeable future.

R&D capability is one of the Group’s key competitive advantages. The
total number of employees in PAX's R&D team increased by
approximately 19% as compared to 2012, which evidenced our
commitment to R&D investment as a National High and New
Technology Enterprise and Key Software Enterprise in the PRC. The
Group will invest more resources and enlarge the team to develop new
products and perfect existing products to cater to different global users’
needs. Apart from this, PAX will actively seek merger and acquisition
opportunities with technology enterprises which can provide
technological know-how or strengthen our upstream supply chain
management to boost our R&D capability. At the same time, we would
look for downstream merger and acquisition opportunities, which can
speed up our certification application process, enabling PAX to provide
one-stop solution to our customers and increase our recurring income.
The management believes that the above forward looking strategies
will lead us to move a step closer to our goal — “To become one of the
leading players in the global market”.

ACKNOWLEDGEMENT

On behalf of the Board, | would like to take this opportunity to express
my utmost gratitude to our customers, bankers, suppliers, business
associates and most valued shareholders for their continuous trust and
support to the Group and to our dedicated Directors, management and
staffs for their valuable contributions in 2013. | look forward to
achieving further brilliant performances in the future.

Nie Guoming
Chairman

Hong Kong, 6 March 2014

12 PAX GLOBAL TECHNOLOGY LIMITED e ANNUAL REPORT 2013

BRERARRAERHMD HRREIERNK
MRS BELHEE-SBIETHER - B
TERMN 2GR BAEZENTHK
ATESEMAREBAEMZERLNINGIER
o FRIREBM B XA BHERK - A
B RABENTERNEEERARSES
BINEFPIRY - 2% BAIFHYEEINTE - K
VEEBREMARNR  RREERA(TTMS])
FIRMERRIG IR - KBZFNE N £
T—=F  RMKRRKEANTER - HIEM
HE™S  ERAKREF EETEHERBE
wmREAMERZER - BERE - RAITEY
FER R R - AR AT 5 A0 S R BUM B T
SEEVAKAR °

MEENRAKENET —ERFEL -BE
MEMBEEFRABL - - —FHNKD
19% @ EEBAHEMERBERSHRMEEME
BB OEMMERANEG - AEESEE
BARZMEBEE S MBEBANEGOFEERER
MELEREEREREERZIREP © BRI
S BEERERYEA MR E sk L
HERERAHENMRBEEENHE LR
P EERE ) - UL RIE - RAITES KT
REMNREBFEE - £ B = e Rt — Ui IR I
MR EERANHERE - BREREAL
AR RE - AR (K ARKT
LHEREZ - INERBEE—F -

IS &t

RAREHEREREFTEASER,  R1T - #
fEE - XBEBRHREEENRREAEENE
BEBEEE  RMEMANES  EE2ERBT
E-T-=FMELNEETRBAR RS -
AAMGEUFEEE  FMEAHHERR -

o
& Bl B

HFF  —T—NNFE=ANH



Management Discussion
SR zslmEa N i

The Group is an EFT-POS terminal solutions provider principally engaged
in the development and sale of EFT-POS products and provision of
related services (collectively the “EFT-POS terminal solutions business”).
The Group is one of the leading suppliers in the EFT-POS terminal
solutions market in China and one of the most active international
players. Our EFT-POS terminal solutions are sold in over 80 overseas
countries and regions including the United States, Canada, Singapore,
Taiwan, Hong Kong, Japan, New Zealand, France, Finland, Saudi
Arabia, South Africa, Nigeria, Brazil and Russia. Currently, we work
with over 80 distributors and partners worldwide.

MARKET OVERVIEW

In recent years, active merger and acquisition activities within the
industry presented PAX with enormous business opportunities in both
mature and emerging markets. After years of effort, PAX's global
market share has recorded notable growth. China is still the Group’s
major source of income. Meanwhile, the contribution from overseas
market (excluding Mainland China) to the Group’s income gradually
increases with the approximate percentage to the total turnover rising
from 18% in 2009 to 29% in 2013. It is expected that the proportion
of turnover from overseas market to the total turnover will continue to
increase in the coming years. This trend has propelled us forward
towards our goal: to become one of the leading EFT-POS terminal
solutions providers in the world.

CHINA MARKET

Continuing Improvement in Bank Card Acceptance
Environment and Growth in Card Payment Transactions
According to The People’s Bank of China, the number of in-network
bank card merchants reached over 7.63 million by the end of 2013 (The
end of 2012: 4.83 million) and in-network EFT-POS terminals grew to
over 10.63 million sets by the end of 2013 (The end of 2012: 7.12
million sets) in China. Today, the penetration of EFT-POS terminals in
China is still relatively low, creating vast potential growth opportunities
within the industry. Consumers in China are becoming accustomed to
using bank cards in settling their payments and purchases. A total of
4.214 billion bank cards had been issued in China as at the end of
2013, representing a growth of 19% as compared with the end of
2012 and each individual on average held approximately 3.11 bank
cards as at the end of 2013. The habit of settlement and acceptance of
payment and purchases with bank cards have been successfully
extended to medical, education, transportation, insurance and
telecommunication services from traditional commercial retail, food and
beverage and hotels etc. China has become one of the biggest bank
card issuers, the fastest growing markets, and the countries with the
most potential in the global bankcard business industry.

and Analysis
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Second and Third Tier Cities and Rural Areas as Another
Point of Growth Driven by Government Policy

Regionally, the penetration rate of EFT-POS terminals in second and
third tier cities and rural areas at the county level is far below that of
first-tier cities. With further development of the domestic economy,
demand for bank cards has become increasingly stronger in small and
medium size merchants in those areas, which just recently met the
basic requirements for further promoting bank cards. The People’s
Bank of China has also repeatedly issued guidelines, such as the
Guidelines on Improving Payment Service Environment in Rural Area.
These outlined the guidelines, objectives and specific measures for the
construction of the Payment Service Environment in Rural Areas (&5}
& 2+ BR 7% 3R 5%). It also encouraged financial institutions to
promote non-cash payment in rural areas to bring EFT-POS terminal
payment systems to the vast markets in central and western regions. In
these regions, financial institutions that have comprehensive branch
networks intensified their purchase and deployment of EFT-POS
terminals. As the majority of these rural financial institutions are PAX's
existing customers, we will benefit from the growth of this market
segment.

New Market Patterns Created by Third-Party Payment
Service Operators

As at 31 December 2013, the People’s Bank of China issued payment
licences to 250 third-party payment service Operators. 47 of them
obtained bank card acceptance licences. Those licensed Operators have
commenced installing EFT-POS terminals in merchants. Most of those
merchants were a customer group previously neglected by financial
institutions. Demand in this new market sector has had multifold
growth, which was much higher than that in other market sector. We
anticipate that the Operators will strengthen the expansion for rolling
out their EFT-POS terminals networks in the coming years. Today, the
acquiring business market is divided into three sectors, namely
UnionPay Merchant Services Co. Ltd (“UMS"), financial institutions and
the Operators. The rapid expansion of the Operators improved our
customer concentration ratio and brought more growth to the industry.
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OVERSEAS MARKET

Significant Room for Growth in Emerging Market

The penetration rate of EFT-POS terminals in emerging markets is far
below that in mature markets. With a booming middle class in
emerging markets, the pace of local financial computerization has
accelerated. At the same time, government promotion is another
growth catalyst in Russia, Middle East and African countries. We expect
that there is a strong demand growth of EFT-POS terminals in India,
Indonesia in Asia, Nigeria in Africa, South America, Middle Asia and
Middle East in the coming years.

Mass Opportunities from New Certifications’

Requirements and Technology Advancement

Some buyers in countries such as Australia have started to adopt the
newest and highest PCI certifications. This is both a challenge and an
opportunity. PAX's new series of products has already passed the
highest international certifications. The tendency towards wide usage
of NFC was related to the popularization of contactless cards by Visa
and MasterCard. As a result of vigorous promotion of contactless cards
such as PayPass and payWave, demand for NFC products will
significantly increase, especially in the mature markets.

Expansion Opportunities from Europay, MasterCard and
Visa (“EMV") Migration and Industry Consolidation

The United States is going through the EMV migration process now.
According to the estimations of industry experts, the annual demand
for EFT-POS terminals in the United States will increase significantly
from the current level in the next three years. Over the past five years,
there were busy mergers and acquisitions in the industry. To date, PAX
has become one of the few international mainstream EFT-POS terminal
solutions providers. PAX has a high global ranking with a complete
product line and it has basically achieved “GLOBAL PRESENCE”. Our
products can be sold to all major global markets and we can provide
service support to our partners. Capitalising on PAX's solid international
reputation, we are confident in our ability to seize expansion
opportunities from industry consolidation.

and Analysis
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FINANCIAL REVIEW

The key financial figures for the year ended 31 December 2013 are

extracted as follows:

51 7% 121 B
BE-T-=F+-A=+—ALFENEE
PSRRI T

For the year ended 31 December

BEt+t-A=1+—HLEE

2013 2012
—FT—= T
HK$’'000 HK$'000
FET FHIT +(-)
Revenue WA 1,472,488 1,313,330 +12%
Gross profit EF 541,129 464,187 +17%
Other income EH A 50,075 28,408 +76%
Other gains — net Hiplizs — 558 303 1,671 -82%
Selling expenses SHERY (131,124) (113,674) +15%
Administrative expenses THEH (194,193) (157,336) +23%
Operating profit 5 s F 266,190 223,256 +19%
Income tax expense R = (39,650) (40,297) 2%
Profit for the year attributable to RATIE=FFE ALEML
equity holders of the Company FE 5 A 226,540 182,959 +24%
EBITDA EBITDA 269,920 226,631 +19%
Research and development expenses  #ff355i 52
(included in administrative expenses) (BEFETEEHRA) (94,480) (82,808) +14%
As at 31 December
R+=—A=+—H
2013 2012
—E—=F T4
HK$°000 HK$'000
FET FHT +(-)
Total current assets MEIEEMRE 2,824,424 2,183,266 +29%
Total non-current assets FRBEELE 8,384 10,494 -20%
Total assets BEBE 2,832,808 2,193,760 +29%
Total liabilities BEBE 745,686 382,926 +95%
Net current assets mEVEEFE 2,078,738 1,800,340 +15%
Total equity MR saEE 2,087,122 1,810,834 +15%
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For the year ended 31 December

BEt-A=T—-HLEE

2013 2012
—8—= —E—=fF +/(-)
PER SHARE DATA BRYE
Earnings per share for the profit NAFERFTE A
attributable to equity holders FEAE 5 N Y T AR B R
of the Company
— Basic (HK$) — BEAR(ETT) 0.218 0.176 +24%
— Diluted (HK$) — #5E (B T) 0.211 0.176 +20%
For the year ended 31 December
BE+-A=+t—HLEE
2013 2012
—=2—= —E——F
FINANCIAL RATIOS Bt
Gross profit margin ESV AR 36.7% 35.3%
EBITDA margin EBITDA X 18.3% 17.3%
Net profit margin b s 15.4% 13.9%

Revenue

Turnover increased by 12% or HK$159.2 million to HK$1,472.5 million
for the year ended 31 December 2013 from HK$1,313.3 million for the
year ended 31 December 2012. Turnover from the China market grew
by 14% year on year or HK$127.2 million to HK$1,046.1 million.
Similarly, turnover from overseas market grew by HK$32.0 million to
HK$426.4 million, representing a growth of 8%.

Sales by Product Category
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For the year ended 31 December

BEt-A=T—-HLEE

2013 2012

—E—=fF —E——F

HK$°000 HK$'000
THET T +(-)
EFT-POS terminals EFT-POS #X i 14 1,366,580 1,168,755 +17%
Consumer activated devices SHEEIRIERE 48,348 104,072 -54%
Contactless devices IRz A i R AR 16,407 14,396 +14%
Services AR 7 20,687 18,459 +12%
Others* H A * 20,466 7,648 +168%
1,472,488 1,313,330 +12%
* Amount mainly represented accessory items sold to customers. Examples of such * FHcBEFEEANEFPHENERYS - EHEHERER

accessory items were download cable, telephone line, thermal paper, sticker and
barcode scanning gun etc.

EFT-POS Terminals

Turnover from the sale of EFT-POS terminals increased by 17% to
HK$1,366.6 million for the year ended 31 December 2013 from
HK$1,168.8 million for the year ended 31 December 2012. Turnover
growth has been driven by the increase in both China and overseas sale
during the year. APAC, LACIS and USCA business units contributed to
overseas sale growth.

Meanwhile, bankcard payment has been gaining popularity in China.
Besides UMS, financial institutions and the Operators have been
aggressively building their EFT-POS networks in order to capture the
benefits from the rising usage of electronic payment and high levels of
retail consumption in China. Furthermore, due to the consideration of
revenue tax control and speeding up economic flow, state policies in
the recent years have supported building of electronic transaction
networks and deducted commission charges to encourage merchants
to accept electronic payment, which further fuels the fast growth of
EFT-POS terminals demand.

Consumer Activated Devices

Turnover from the sale of consumer activated devices decreased by
54% to HK$48.3 million for the year ended 31 December 2013 from
HK$104.1 million for the year ended 31 December 2012.

18 PAX GLOBAL TECHNOLOGY LIMITED e ANNUAL REPORT 2013

ETHER B B - BERESRERE -

EFT-POS #& i %
SHEEFT-POSRIn M L X BHRBE T ——F
+=-—A=+—HBILFEN1,168.8HEE LM
7% E2HE-_T—=ZF+-_A=+—HILFE
#1,366.6 B EBTT o &R NANFRPEH
NBONEEEE EFF o APAC  LACISFUSCAH
EXEHEE T BIMEERIEE -

B RIEE - RITRAREF BB #RTT - KRR
GESIN CRRBMLERREGEYRSN
EFT-POS#84E - Mt AP RABECHET
I RGHENTEEBATSROFME - o -
ERBIER RSB RBOEE  AFMNER
BREZEFEIHE TR SBENEL W IEIN R
REBEPESETIN  ELEEHE—F
RIBLEFT-POS Kimig Bk M) SR IG K ©

HEERESRE
HEHEERIERHNEEERAEE - —=
F+ZA=+—HLEFEMIMBIBEEEBT T
Ko4% 2HET—=FF+_A=+—HILF
483 BEBET



Management Discussion
SR zslmEa N i

Contactless Devices

Turnover from the sale of contactless readers increased to HK$16.4
million for the year ended 31 December 2013, and by 14% from
HK$14.4 million for the year ended 31 December 2012. There has been
an increasing demand, primarily from the emerging markets in APAC,
for supplementary equipment of older models. Applications of NFC in
these regions are gradually emerging. The reason for such increased
popularity of this kind of products in these regions is that contactless
reader device is a much cheaper alternative while they make the
transition to newer models of EFT-POS terminals with built-in NFC
function.

Services

Turnover from the provision of services increased by 12% to HK$20.7
million for the year ended 31 December 2013 as compared to HK$18.5
million for the year ended 31 December 2012. Maintenance services
made up the bulk of service income and were mainly generated in
Hong Kong, and contributed a main portion of the service income
growth.

Sales by Geographical Region

30%

71% 29%

and Analysis
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@ China market
RIS

@ Overseas market
=2

2012 2013
For the year ended 31 December
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Turnover generated from the China market increased by 14% to
HK$1,046.1 million for the year ended 31 December 2013, from
HK$918.9 million for the year ended 31 December 2012. Relatively low
EFT-POS penetration rate, strong economic growth, high levels of retail
consumption, and the successful promotion and acceptance of bank
cards, loyalty cards, and social security cards generated demand for
EFT-POS terminals. In addition, UMS, financial institutions and the
Operators in China continually placed EFT-POS terminals in merchants
and provided related services to capture market share in one of the
fastest growing markets in the world.

Turnover generated from the overseas market increased by 8% to
HK$426.4 million for the year ended 31 December 2013 from
HK$394.4 million in last accounting year. The increase was mainly
attributable to the increased segmental sales in APAC, LACIS and USCA
business units. Overseas market turnover contributed to 29% of total
turnover as compared to 30% in last accounting year. The Group has
continuously expanded its international market presence in countries
including Canada, Dominica and Brazil in the Americas, Uzbekistan,
Kazakhstan and Tajikistan in Middle Asia, Latvia, Finland and France in
Europe, Kuwait and Turkey in the Middle East, Nigeria in Africa as well
as Japan and Australia in Asia Pacific. As at 31 December 2013, we had
over 80 overseas distributors and partners worldwide.

Gross Profit Margin

Gross profit margin for the year ended 31 December 2013 was 36.7%,
improved by 1.4 points as compared with 35.3% in last accounting
year. We consider that our gross profit margin maintains at a healthy
level.

Other Income

Other income is comprised primarily of value added tax refund, interest
income and subsidy income. It increased by 76% to HK$50.1 million
for the year ended 31 December 2013 from HK$28.4 million in last
accounting year. The increase is mainly due to the increase of value
added tax refund and interest income.

Other Gains — net

The Group purchased listed securities during the years ended 31
December 2012 and 2013. The securities were classified as financial
assets at fair value through profit or loss. Changes in the fair values and
gains on disposals of financial assets at fair value through profit or loss
were recorded in ‘other gains — net’, which amounted to HK$0.3
million during the year of 2013 as compared to HK$1.7 million during
the year of 2012. All listed securities have been sold during the year of
2013.
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Selling Expenses

Selling expenses increased by 15% to HK$131.1 million for the year
ended 31 December 2013, from HK$113.7 million for the year ended
31 December 2012. The increase was mainly attributable to the
increase of staff salary and welfare, advertisement costs, and freight
fee.

Administrative Expenses

Administrative expenses increased by 23% to HK$194.2 million for the
year ended 31 December 2013 from HK$157.3 million in the preceding
financial year, mainly reflecting the increase in research and
development costs and staff costs, and one-off provision for obsolete
inventories.

Net Profit and Net Profit Margin
As a result of the foregoing, the net profit for the year attributable to
the equity holders of the Company increased by 24% to HK$226.5
million for the year ended 31 December 2013 from HK$183.0 million
for the year ended 31 December 2012.

The net profit margin improved to 15.4% for year ended 31 December
2013 from 13.9% in the preceding financial year mainly as a result of
the increase in other income, the decrease in effective tax rate, and
increase in gross profit margin but partly offset by increase of the
selling and administration expense.

OUTLOOK

To date, PAX has sold more than 5 million EFT-POS terminals in over 80
countries and regions and worked with over 80 distributors and
partners worldwide since the establishment of the Group. In a report
issued by The Nilson Report in October 2013, PAX was ranked number
4 globally in terms of the volume of EFT-POS terminals shipped in 2012.

and Analysis
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INDUSTRY TREND

Offline Payment Remains Dominant

Since the issuance of third-party payment licences by the People’s Bank
of China in 2011, a number of leading online payment service
providers, namely ChinaPNR, obtained offline bank card acceptance
licences and strived to develop their offline business, in turn attaining
significant business growth. Seeing is believing. The development of
online payment was proved to be no hindrance to the booming offline
payment industry, and the intensive expansion of offline business by
Operators also demonstrated enormous development opportunities in
such industry. According to the statistics of the mature payment market
from a third party, the market proportion of offline and online payment
ranged from 88% to 98% and 2% to 12% respectively, reflecting that
offline payment still accounted for a substantial proportion in the
market.

Taking into consideration of safety concern, tax control and commission
charge, offline payment is the first choice. The trend will not experience
material changes in the coming three to five years. The role of EFT-POS
terminal solutions providers has an irreplaceable competitive edge.

Application of New Technology

The overall penetration rate of the EFT-POS with NFC contactless
function is still insignificant at present. However, alongside the
increasing issuance of contactless cards and the rising popularity of
smart phones with NFC function and mobile payment, it is believed
that the demand for models with NFC function will grow. The
application of other technology such as QR-Code, Sound Wave,
Signature Capture and Touch Screen derives various product lines,
which in turn provide us with more opportunities.
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CHINA MARKET

PAX is one of the leading players in EFT-POS terminal solutions market
in China. UMS, financial institutions and the Operators are some of our
largest customers. China is one of the fastest growing economies in the
world with huge commercial growth potential yet to be tapped. Over
the past several years the surge in Chinese consumer spending and the
public’s increasing demand for safer and more secure payment
methods have formed the foundation upon which the EFT-POS terminal
solutions industry can flourish. Research has indicated that the number
of EFT-POS terminals installed in China is less than 8 terminals per
1,000 inhabitants in 2013 as compared to an average of 23 installed
EFT-POS terminals per 1,000 inhabitants in certain mature markets.
With such a low EFT-POS terminal penetration rate, the increasing
acceptance of card payment transactions, the ease of obtaining credit
cards by consumers and the PRC government’s support in developing
the country’s electronic payment infrastructure are just a few factors
expected to continually drive demand for EFT-POS terminals in China.

Operators are the main driver of market growth. According to the
available data, in 2013, over 50% of the supplies were provided by
Operators, who spared no effort in identifying middle-sized and small-
sized merchants. The low market penetration rate in second and third
tiers cities as well as the Great North-west Region provided them with
enormous room for business growth. The support from the state
policies aimed at facilitating the economic development in backward
regions through the accelerated economic flow of electronic payment.
In the meantime, taking into consideration of the deducted commission
charge, tax control and management, transaction cost and safety
concern, offline electronic payment became the first choice. It is
expected that the demand for middle-class model among middle-sized
and small-sized merchants will experience significant growth. Alongside
the promotion of Intelligent Card transition and contactless UnionPay
NFC standard (“Quick Pass”) carried forward by the People’s Bank of
China and UnionPay respectively, the demand for the high-end built-in
contactless function and mobile model will also grow. The strategy of
PAX is to focus on three particular customer groups (UMS, Financial
Institutions and Operators) by offering various integrated services. In
the fourth quarter, PAX established a service team at merchant level,
with a view to utilize the existing sale and service support network to
provide services to Operators, and in turn contributed sustainable
service income to the Group. It is our first attempt to turn over 3 million
existing installation of terminals in the PRC into sustainable income.

Last year, we established a strategic partnership with Hisense in order
to enter the market of particular merchant groups. In the coming year,
we will continue to identify other business partners to enter other
subdivided markets with mixed products.

and Analysis
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OVERSEAS MARKET

Overseas market including Hong Kong, Macau and Taiwan accounts for
more than 80% of global market share. Therefore, this is clearly a huge
market for PAX. Overseas market provides extra business growth and
diversifies our business risk. Since 2000, PAX has invested extensively in
R&D to ensure that our mainstream products comply with, if not
exceed, most international industrial standards and are accredited with
international industrial recognized certifications. For more than ten
years, we have invested significant resources in building our sales
network, worked tirelessly with our international partners and formed
specialized teams to focus on individual markets, including EMEA,
LACIS, APAC and USCA. At the same time, we also set up after sales
supporting team for international sales. In recent years, our significant
sales growth in overseas market has attested to our efforts.

North America, Brazil, India and Middle East, and Africa are the four
overseas markets most valued by PAX. Each market is featured by huge
potential, different characteristics and challenges, which generally
require the support from local sales teams, local after-sale services and
local application software development. In regard to those major
markets, we set up direct-selling teams or appointed local distributors
with good track record and good reputation. Leveraging on the
practical experience over years, we successfully obtained stringent
3-level certificates. For instance, we obtained the Class A certification
accredited by a leading acquirer in the US and successfully entered
Brazil and India markets. Those markets with high entry barriers (e.g.
certificates, TMS and application softwares) tend to emerge less
competition yet better gross profit. This represents a great opportunity
for PAX as an international mainstream brand. As for our products, we
launched a series of mobile EFT-POS (“MPQOS”) last year. Such kind of
products was featured by simplified services facilitated by smart phones
and tablet computers. Together with its simple and slim modern design
as well as signature capture function, it was well received by the
overseas markets and earned numerous purchase orders. Meanwhile,
as for the markets in Middle East and Africa, our customized products
also received attention from clients. The new generation of our flagship
products with strong function will also be launched in overseas market
soon. In the coming year, we will render more support to overseas
market by optimizing TMS, application development and software
development kit. Apart from this, we will also strengthen our
promotion in overseas market through participating in various
important industry exhibitions, so as to spread the products of PAX all
over the world. We believe that overseas market is the driver of the
future growth of PAX.
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OVERALL MANAGEMENT STRATEGIES

Looking forward, PAX will continue to focus on consolidating and
enhancing our R&D capacity and building up an international sales
network. We will continue to devote more efforts in R&D, with an aim
to increase our investment in R&D to over 7% of turnover in the long
run. Pyramidal management will be applied to our R&D team so as to
retain the best talents. Our long-term R&D goal is to strengthen the
software development ability and increase the existing proportion of
software engineers from approximately 70% to 80%, so as to meet the
growing application needs. We will also proceed to recruit first-rate key
software architects with extensive experience in the industry, with a
view to improve our software services targeting at overseas customers,
particularly those of mature payment markets, within two to three
years. This again proves that EFT-POS terminal solution is not simply a
“box". We will also dedicate ourselves to cost reduction, utilization of
environmental friendly materials and strong function design. Besides,
various types of products will be launched to respond to the market
demand and the development trend of the payment industry, with a
view to capitalize on the prosperous development of both online and
offline payment. Our sales channels are gradually optimized and the
number of good quality local distributors keeps rising.

In conclusion, our long-term goal is to enhance our R&D capability (e.g.
application and development of software), increase income from
services, consolidate our sales networks and carry forward both
horizontal and vertical expansion of payment value chain through
mergers and acquisitions.

By leveraging on our strong position in EFT-POS terminal solutions
market in China and consolidated international market experience, we
believe that we will capture the rapid development of China and
emerging markets as well as other important international markets. We
believe that we are on the path to becoming one of the leading global
multi-formula EFT-POS terminal solutions providers.

and Analysis
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Liquidity and Capital Resources

During the years of 2012 and 2013, the main source of funding to the
Group was the proceeds generated from operating activities in the
usual course of business of the Company. Certain financial data are
summarised as follows:

REMERE SRR
RZE—ZRZT—=FF AEENTEE
ﬁ%f%ﬁ“ﬂ—%ﬁ%%@¢%@%§$%
WA o BT BsEEmmT

As at 31 December

R+=A=+—A~
2013 2012
—=E—= —ET——F
HK$’'000 HK$'000
THET FHIT
Cash at bank and on hand RITERFERS 1,698,407 1,358,426
Net current assets MENEEFE 2,078,738 1,800,340
Net cash generated from operating activities &2 EZEEANIR S F5E 291,517 201,988
Net cash generated from financing activities — B & EBE LIRS F5E 8,350 -

As at 31 December

R+=A=+—A~
2013 2012
—_=2—= —E-—F
Current ratio (times) BN () 3.8 5.7
Quick ratio (times) RELL K (F) 3.2 5.1

As at 31 December 2013, the Group had cash at bank and on hand
and short-term bank deposits of HK$1,698.4 million (2012:
HK$1,358.4 million) and no short-term borrowings (2012: Nil). As at 31
December 2013, the Group reported net current assets of HK$2,078.7
million, as compared with HK$1,800.3 million as at 31 December 2012.
For the year ended 31 December 2013, net cash generated from
operating activities was HK$291.5 million, as compared with net cash
generated from operating activities of HK$202 million for the year
ended 31 December 2012. For the year ended 31 December 2013, net
cash generated from financing activities of HK$8.4 million (2012: Nil).

Capital Structure and Details of Charges

As at 31 December 2013, the Group did not have any borrowings or
charge on Group assets, and the gearing ratio is not applicable (2012:
Nil). As at 31 December 2013, approximately HK$892.4 million,
HK$591.9 million, HK$214.0 million and HK$0.03 million (2012:
HK$469.2 million, HK$727.1 million, HK$161.6 million and HK$0.5
million) of the Group's cash balances were denominated in Renminbi
("RMB"), Hong Kong dollar (“HK$"), US dollar (“US$") and Euro
("EUR") respectively.
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Significant Investment
Save as disclosed in this annual report, the Group held no significant
investment as at 31 December 2013.

Material Acquisition and Disposal of Subsidiaries

Save as disclosed in this annual report, the Group did not have any
material acquisition or disposal of subsidiaries during the year ended 31
December 2013 (2012: Nil).

Use of Proceeds
The net proceeds raised from the Global Offering received by the
Company were approximately HK$805.9 million. The net proceeds
from the Global Offering were intended to be utilized over three years
from 2011 to 2013.

As at 31 December 2013, the planned and utilized amounts of usage
of total net proceeds are as follows:

and Analysis
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Planned Utilized
amount amount
FrTESH cEAeR
HK$ million HK$ million
BEATR BEER
Enhancing research and development effort A1 RIS A 322.4 200.0
Expanding distribution network TRy EPE 120.8 120.8
Potential merger and acquisition BIEOHEE 282.1 -
General working capital —REEED 80.6 80.6
805.9 401.4

Future Plans for Material Investments or Capital Assets EARESELFEENARRTE
Save as disclosed in this annual report, there was no specific plan for BRAFMA BRI RZE-—=F+-H

material investments or capital assets as at 31 December 2013.

Exchange Rates Exposure

The Group derives its turnover, makes purchases and incurs expenses
denominated mainly in RMB, HK$ and US$. The majority of assets and
liabilities are denominated in RMB, HK$ and US$, and there are no
significant assets and liabilities denominated in other currencies.
Currently, the Group has not entered into agreements or purchased
instruments to hedge the Group’s exchange rate risks. Any material
fluctuation in the exchange rates of HK$ or RMB may have an impact
on the operating results of the Group.
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The management considers that the foreign exchange risk with respect
to US$ is not significant as HK$ is pegged to US$ and transactions
denominated in US$ are mainly carried out by entities with the same
functional currency. The exchange rate of RMB to HK$ is subject to the
rules and regulations of foreign exchange control promulgated by the
PRC government. The Group manages foreign currency risk by closely
monitoring the movement of the foreign currency rates.

Contingent Liabilities
The Group had no significant contingent liabilities as at 31 December
2013.

Human Resources and Remuneration Policies

The total number of employees of the Group as at 31 December 2013
was 700. The following table shows a breakdown of employees of the
Group by functions as at 31 December 2013:

and Analysis

BB T EETTE - BEUAETFENRSE
EHRAARNEEENERET  WEEE
RREITEBNINERRIE TEKX - AR
5678 7T RO BE 3R 7858 T o B KOS 28 44 O S EE
BRAIRE - REBTERERES  UE
BN LR o

HREE
REBR-_ZE—=F+-A=+—BXLHEEMA

ANERRFHHBUER
R-ZZT—=%+-"fA=+—0 A&£EEELR
HEIOA TRHIKRZ=ZZ—=F+=A
— T HREBEZS NS ERSHE

Management S E 14
Sales and after-sales services and marketing HE NERBRSIARTIGHE 262
Research and development % 361
Quality assurance B 15
Administration and human resources TBRANER 14
Accounting git 13
Production, procurement and inventory control EE - BB RTFEES 21

700

The Group ensures that its remuneration packages are comprehensive
and competitive. Employees are remunerated with a fixed monthly
income plus annual performance related bonuses. Share options are
granted to employees of the Group to reward their contributions under
the share option scheme of the Company, details of which are set out
in the Report of the Directors. The Group also sponsors selected
employees to attend external training courses that suit the needs of the
Group's businesses.

Disclaimer:
Non-GAAP measures

Certain non-GAAP (generally accepted accounting principles) measures, such as EBITDA, are
used for assessing the Group’s performance. These non-GAAP measures are not expressly
permitted measures under GAAP in Hong Kong and may not be comparable to similarly
titled measures for other companies. Accordingly, such non-GAAP measures should not be
considered as an alternative to operating income as an indicator of the operating
performance of the Group or as an alternative to cash flows from operating activities as a
measure of liquidity. The use of non-GAAP measures is provided solely to enhance the
overall understanding of the Group current financial performance. Additionally because the
Group has historically reported certain non-GAAP results to investors, the Group considers
the inclusion of non-GAAP measures provides consistency in our financial reporting.
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Corporate Governance Report

EXREBHRS

The Board is pleased to present this Corporate Governance Report in
the Group's annual report for the year ended 31 December 2013.

The Company wishes to highlight the importance of its Board of
Directors (the “Board”) in ensuring effective leadership and control of
the Company and transparency and accountability of all operations.

The Company recognises the importance of good corporate governance
to the Company’s healthy growth and has devoted considerable efforts
to identifying and formulating corporate governance practices
appropriate to the Company’s needs.

CORPORATE GOVERNANCE PRACTICES

The Company’s corporate governance practices are based on the
principles (the “Principles”) and code provisions (the “Code Provisions”)
as set out in the Corporate Governance Code and Corporate
Governance Report (the “CG Code”) contained in Appendix 14 to the
Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) (the “Listing Rules”).

The Board has approved the adoption of the revised CG Code effective
from 1 April 2012.

The Company has applied in formulating its corporate governance
practices the Principles and complied with all the Code Provisions for
the year.

The Board periodically reviews and monitors the Company’s policies
and practices on corporate governance or compliance with legal and
regulatory requirements. The Board also reviews the Group’s employee
handbook, training and continuous professional development of the
directors of the Company (the “Directors”) and the senior
management, to ensure that operations are conducted in accordance
with the standards of the CG Code.

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 to the Listing Rules.

Specific enquiry had been made to all Directors and the Directors have
confirmed that they have complied with the Model Code throughout
the year ended 31 December 2013.
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The Company has also established written guidelines with exact terms
as set out in Appendix 10 to the Listing Rules for securities transactions
by employees who are likely to possess inside information of the
Company.

The key corporate governance principles and practices of the Company
are summarised as follows:

THE BOARD

Responsibilities

The overall management of the Company’s business is vested in the
Board, which assumes the responsibility for leadership and control of
the Company and is collectively responsible for promoting the success
of the Company by directing and supervising its affairs. All Directors
should make decisions objectively in the interests of the Company.

The Board reserves for its decisions on all major matters of the
Company which include the approval and monitoring of all policy
matters, overall strategies and budgets, internal control and risk
management systems, material transactions (in particular those which
may involve conflict of interests), financial information, appointment of
Directors and other significant financial and operational matters.

All Directors are provided with full and timely access to Board papers
and relevant information as well as the advice and services of the
Company Secretary, with a view to ensuring that Board procedures and
all applicable rules and regulations are followed.

Each Director is normally able to seek independent professional advice
in appropriate circumstances at the Company’s expense, upon making
request to the Board.

The day-to-day management, administration and operation of the
Company are delegated to the senior management. The delegated
functions and work tasks are periodically reviewed. Approval has to be
obtained from the Board prior to entering into any significant
transactions by the senior management officers.

The Board has the full support of the senior management to discharge
its responsibilities.
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Composition

The composition of the Board ensures a balance of skills and experience
appropriate to the requirements of the business of the Company and
to the exercise of independent judgment.

The Board currently comprises six members, consisting of three
executive Directors and three independent non-executive Directors.

The Board currently comprises the following Directors:

Executive Directors:

NIE Guoming (Chairman)

LU Jie (Chief Executive Officer)
LI Wenjin

Independent Non-Executive Directors:
YIP Wai Ming

WU Min

MAN Kwok Kuen, Charles

The list of Directors (by category) is also disclosed in all corporate
communications issued by the Company pursuant to the Listing Rules
from time to time.

The biographical information of the Directors and their relationship
between the members of the Board or in particular, between the
Chairman and the Chief Executive, if any, are provided in the “Directors
and Senior Management” section of this annual report.

Appointment, Re-election and Removal of Directors
The Company has established formal and transparent procedures for
the appointment and succession planning of Directors.

All Directors are appointed for specific tenures which shall be subject to
retirement by rotation at least once every three years and subject to re-
election at the annual general meeting.

Each of the executive Directors has entered into a service contract with
the Company for a term of three years, from 23 May 2013 for Mr. Lu
Jie and 20 December 2013 for Mr. Nie Guoming and Mr. Li Wenjin,
unless and until terminated by either the Company or the Directors
giving to the other a notice of not less than three months.
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Training for Directors

Each newly appointed Director receives induction on the first occasion
of his/her appointment, so as to ensure that he/she has an appropriate
understanding of the business and operations of the Company. Besides,
the Company will arrange and provide finance for suitable training,
placing an appropriate emphasis on the roles, functions and duties of
its Directors.

All Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills. The
Company has arranged in-house trainings for Directors in the form of
seminar and provision of training materials. A summary of training
received by the Directors during the year ended 31 December 2013
according to the records provided by the Directors is as follows:

Name of Directors

29
EHZEEFTNRVEZCHESHB A
R BB AR R XM FOELE - 1o A
RABRFERBERREENE - REEF
MAE NEMBETHATEEES -

RAREBHLBESSEBFETERE  UH
MR EEHESENME R AAFEEBRE
T e hAESREEIEN  AESLH
R - RIFERRENZE  BEREE
—E-=F T A=t BUFEEZNE
BENT

Training on corporate
governance, inside
information and
other relevant topics
©EEER ABHEE

EEgE REAEREEENEZI
Executive Directors HITES

Nie Guoming B8 2/2
Lu Jie (Note 1) B (ML) 1
Li Wenjin FXE 2/2
Jiang Hongchun (Resigned) (Note 2) BtE (BBHME) (Wit 2) 171
Independent Non-Executive Directors BAKEHITES

Yip Wai Ming el 2/2
Wu Min R 2/2
Man Kwok Kuen, Charles B 2/2

Notes:

1. Appointed as the Chief Executive Officer and an executive Director with effect from
23 May 2013.

2. Resigned as the Chief Executive Officer and an executive Director with effect from
23 May 2013.

Directors’ and Officers’ Liabilities

The Company has arranged for appropriate insurance coverage in
respect of legal action against the Directors in compliance with Code
Provision A.1.8 of the CG Code. The insurance coverage is reviewed on
an annual basis.
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Board Meetings and Directors’ Attendance

Regular Board meetings were held four times during the year for
reviewing and approving the financial and operating performance, for
approving the final results for the year ended 31 December 2012,
interim results for the six months ended 30 June 2013, quarterly results
for the three months ended 31 March 2013 and 30 September 2013
and considering and approving the overall strategies and policies of the
Company.

The individual attendance record of each Director at the four regular
quarterly meetings of the Board (not including other ad hoc meetings
of the Board held from time to time), Audit Committee meetings,
Nomination Committee meetings, Remuneration Committee meetings
and general meetings during the year ended 31 December 2013 is set
out below:

EZEERBNESHERER
FRAERTOREREFTE SR FHRILE
MBREERR HAEBE-_FT——F1+_A
St BLFENEFRE BE_T—=F
NAZTRERNEANPHEEARBE—F
—=F=A=tT—HBRZZ—=FNAA=+1H
HF=EANFEES  AEERIERRRE
RS SRR R -

EEEFRNEE_T—=F+-A=+—HIF
EhHFEHESRFEESTeeR (TEBEMLT
BETNIEHEESSH) BERZESS
& RELBegH FHERESeZNER

RE ) ERIRCEEETIN T :

Attendance/Number of Meetings

BRLEBTRE

Audit Nomination Remuneration Regular

Committee  Committee  Committee Board
Meetings Meetings Meetings Meetings* General
ERZEEE] REEEE FMHZEE ERESS Meetings
Name of Directors EEfE = of f & BREAE
Nie Guoming =E A NATER  NATER  NATER 4/4 2/2
Lu Jie (Note 1) E ANHE) NAT#ER  NATER  NATER 22 NATEA
Li Wenjin ENE N/A TE A 212 22 4/4 212

Jiang Hongchun (Resigned) BHE (BB

(Note 2) (Hizt2) NATEA  NATER  NATEA 22 212
Yip Wai Ming & 212 212 22 4/4 212
Wu Min R #& 2/2 212 212 4/4 12
Man Kwok Kuen, Charles paGiL 22 NAMNEAR  NATNER 4/4 2/2
* Not all Directors are required to attend the rest of the meetings which mainly deal ~ * WIERBEFHALF L EEENTRENETRA

with implementation of executive policies and administrative routine.

Notes:

1. Appointed as the Chief Executive Officer and an executive Director with effect from
23 May 2013.

2. Resigned as the Chief Executive Officer and an executive Director with effect from
23 May 2013.
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Practices and Conduct of Meetings
Annual meeting schedules and draft agenda of each meeting are
normally made available to the Directors in advance.

Notices of regular Board meetings are served to all Directors at least
fourteen days before the meetings. For other Board and committee
meetings, reasonable notice is generally given.

Board papers together with all appropriate, complete and reliable
information are sent to all Directors at least three days before each
Board meeting or committee meeting to keep the Directors appraised
of the latest developments and financial position of the Company and
to enable them to make informed decisions. The Board and each
Director also have separate and independent access to the senior
management whenever necessary.

The Company Secretary attends all regular Board meetings and when
necessary, other Board and committee meetings to advise on business
developments, financial and accounting matters, statutory compliance,
corporate governance and other major aspects of the Company.

The Company Secretary is responsible to take and keep minutes of all
Board meetings and committee meetings. Draft minutes are normally
circulated to the Directors for comment within a reasonable time after
each meeting and the final version, which is kept by the Company
Secretary, is open for the Directors’ inspection.

According to current Board practice, any material transaction, which
involves a conflict of interests for a substantial shareholder of the
Company or a Director, will be considered and dealt with by the Board
at a duly convened physical Board meeting. The Company’s bye-laws
also contain provisions requiring the Directors to abstain from voting
and not to be counted in the quorum at meetings for approving
transactions in which such Directors or any of their associates have a
material interest.

Chairman and Chief Executive

According to Code Provision A.2.1 of the CG Code, the roles of the
Chairman and the Chief Executive Officer (the "CEQ"), performed by
Mr. Nie Guoming and Mr. Lu Jie respectively, are separate in order to
ensure a clear distinction between the responsibilities of the Chairman
and the CEOQ. There are clear divisions of responsibilities of the
management of the Board and the day-to-day management of the
Company'’s business between the Chairman and the CEO to ensure a
balance of power and authority of the Board for decision-making.
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The Chairman provides leadership and is responsible for the effective
functioning of the Board in accordance with good corporate
governance practices. With the support of the Company Secretary and
the senior management, the Chairman is also responsible for ensuring
that the Directors receive, in a timely manner, adequate information,
which must be accurate, clear, complete and reliable, and appropriate
briefing on issues arising at Board meetings, and that all key and
appropriate issues are discussed by the Board in a timely manner.

The CEO focuses on implementing objectives, policies and strategies
approved and delegated by the Board. He is in charge of the
Company’s day-to-day management and operations. The CEO is also
responsible for developing strategic plans and formulating the
organisational structure, control systems and internal procedures and
processes for the Board's approval.

Independent Non-Executive Directors

The independent non-executive Directors bring a wide range of
business and financial expertise, experiences and independent
judgment to the Board. By taking the lead in managing issues involving
potential conflict of interests and serving on Board committees, all
independent non-executive Directors make various contributions to the
effective direction of the Company.

Each of the independent non-executive Directors, namely Mr. Yip Wai
Ming, Dr. Wu Min and Mr. Man Kwok Kuen, Charles, is appointed for
a contractual term of one year subject to renewal on a yearly basis and
subject to re-election in accordance with the Bye-laws. Such term shall
be terminated in any event: (i) by either party given the other not less
than two-month written notice; or (ii) forthwith without compensation,
on the ground of disqualification, gross or willful misconduct or
neglect, or any failure of passing a resolution by the shareholders of the
Company to be re-elected as a Director, whichever is earlier.

During the year ended 31 December 2013, the Board at all times met
the requirements of Rule 3.10(1) and Rule 3.10(2) of the Listing Rules
relating to the appointment of at least three independent non-
executive Directors with at least one independent non-executive
Director possessing appropriate professional qualifications, or
accounting or related financial management expertise. To comply with
Rule 3.10A, independent non-executive Directors represented at least
one-third of the Board throughout the year ended 31 December 2013.

The Company has received written annual confirmation from each
independent non-executive Director of his/her independence pursuant
to the requirements of Rule 3.13 of the Listing Rules, which confirmed
to the Company that he/she has met the independence guidelines set
out in the Listing Rules during the year ended 31 December 2013.

TERERHEBENABEEFERRREIGEER
ERANEF ERAMERSHERENX
BT ETETAERREERFKEIER B
- EERAENRNDEN  REEERNLE
FECRLMAENERIFLE®R  RMAEE
EREENEEREESREEE -

TREZTIEABTATRESTIHERKEN
B BEREER - REEARANAEER
NOBAE - 1T E T B & HIE KAk &) M BEE
MRS EESIEEAREF WEESS
HEVE

BYFHITES
BUFATESREFETREZHXLIH
HEMM - KRB G o 2B IENTT
EEERTERESNEBECENGEREERS
MEZELBE  WARRABARTEHHELET
EER -

BUFRTESERALE  RFELEXE
BELESBEZET GHFHR—F WUEF
R YRBEAREREET - HOERN TR
A—HBERAPRREANEEERN - BIHRE
EHA PRI RERKER BEXEER
PETRAB BB THAREERD BRI EBL
RARBEREZF(UBRFTERE)  MIFHE
HS7 Bl IE B R R (E -

HE-_ZT—=F+-_A=1+—HLtFE ==
e—HETEMRAE3.10(1) %3.10Q2) 155 4
ARV EZRBEURTESTMEF RS —F
BYIERTEFBEEAFEA RS EERN SR
BV HEBRIENENRT - AFE LETH
AIZE310AK  REBE-T—=F+_A=1+—
ALEEEFE  BUFERTEEFBALESTSN

BABEL=H—"-

ARREEERBIUIFATESRIE LMARA
FIBEMEMELABEE LS DNFERE
RERAARAER RERBE_T—=F
TZA=+—RILEFEHFE LHRRIMEHE
S E DS e

BERKRMEERARF ¢« —T—=FF# 35



Corporate Governance Report

FPXREBHRS

BOARD COMMITTEES

The Board has established three committees, namely, the Audit
Committee, the Nomination Committee and the Remuneration
Committee, for overseeing particular aspects of the Company’s affairs.
All Board committees of the Company are established with defined
written terms of reference. The terms of reference of the Board
committees are posted on the Company’s website and the Stock
Exchange’s website and are available to shareholders upon request.

Each Board committee consists of a majority of and is chaired by
independent non-executive Directors. The list of the chairman and
members of each Board committee as at the date of this report is set
out below:

Audit Committee

YIP Wai Ming (Chairman)
WU Min

MAN Kwok Kuen, Charles

Nomination Committee
WU Min (Chairman)

YIP Wai Ming

LI Wenjin

Remuneration Committee
YIP Wai Ming (Chairman)
WU Min

LI Wenjin

The Board committees are provided with sufficient resources to perform
their duties and, upon reasonable request, are able to seek independent
professional advice in appropriate circumstances, at the Company’s
expenses.

Audit Committee

The Audit Committee was established by the Board on 1 December
2010 with written terms of reference. The Audit Committee comprises
three independent non-executive Directors (including at least one
independent non-executive Director who possesses the appropriate
professional qualifications or accounting or related financial
management expertise). None of the members of the Audit Committee
is a former partner of the Company’s existing external auditors.
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The main duties of the Audit Committee include the following:

(@)  to review the financial statements and reports and consider any
significant or unusual items raised by the Company’s staff
responsible for the accounting and financial reporting function,
compliance officer or external auditors before submission to the
Board;

(b) to review the relationship with the external auditors with
reference to the work performed by the external auditors, their
fees and terms of engagement, and make recommendation to
the Board on the appointment, re-appointment and removal of
external auditors; and

(c) to review the adequacy and effectiveness of the Company’s
financial reporting system, internal control system and risk
management system and associated procedures.

The written terms of reference which describe the authority and duties
of the Audit Committee were prepared and adopted with reference to
the CG Code and “A Guide for The Formation of An Audit Committee”
published by the Hong Kong Institute of Certified Public Accountants.

The Audit Committee held two meetings during the year ended 31
December 2013 to review the financial results and reports, financial
reporting and compliance procedures, internal control system and risk
management review and processes and the re-appointment of the
external auditors.

There are no material uncertainties relating to events or conditions that
may cast significant doubt on the Company’s ability to continue as a
going concern.

There is no different view taken by the Audit Committee from the
Board regarding the selection, appointment, resignation or dismissal of
external auditors.

The Company’s annual results for the year ended 31 December 2013
have been reviewed by the Audit Committee.
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Nomination Committee

The Nomination Committee was established by the Board on 1
December 2010. The principal duties of the Nomination Committee
include reviewing the structure, size and composition of the Board,
developing and formulating relevant procedures for nomination and
appointment of Directors, making recommendations to the Board on
the appointment and succession planning of Directors, and assessing
the independence of the independent non-executive Directors.

The Nomination Committee carries out the process of selecting and
recommending candidates for directorships by making reference to the
balance of expertise, skills, experience, professional knowledge,
personal integrity and time commitments of such individuals, the
requirements of the business of the Group and other relevant statutory
requirements and regulations. An external recruitment agency may be
engaged to carry out the recruitment and selection process when
necessary. It has been an underpinning philosophy of the Company to
maintain diversified selection criteria in its hiring process, taking into
account a wide range of attributes including age, educational
background, professional experience, industry skills and expertise and
such policy was recently recorded in writing by the Nomination
Committee for the selection process of Directors on 28 February 2014,
Since its establishment, the Nomination Committee has taken up the
mantle of reviewing such diverse selection philosophy at the Directors’
nomination level, and helped maintaining a solid slate of Directors with
diverse perspectives and varied educational background and expertise
made-up, from in-depth knowhow in the card payment industry, sales
and marketing talents to professional qualifications in the legal and
accounting fields. Each Director has accumulated experience in his
respective field of expertise for at least 10 to 30 years. Regardless of
the background or experience of each Director, they are all anchored
by the common trait of having a natural aptitude and singular drive for
the industry and this is also the ultimate attribute in the Company’s
selection process that the Nomination Committee helps to uphold and
protect.

The Nomination Committee held two meetings during the year ended
31 December 2013 to review the re-appointment and re-election of
Directors and the adoption of the procedures for proposing a person
for election as a Director.

Pursuant to the Company’s Bye-laws 84 and 85, Mr. Nie Guoming, the
Chairman and an executive Director and Mr. Li Wenjin, an executive
Director, shall retire by rotation and being eligible, will offer themselves
for re-election at the 2014 annual general meeting of the Company
(the “"AGM").

Pursuant to the Company’s Bye-law 83, Mr. Lu Jie, the Chief Executive

Officer and an executive Director shall hold office until the AGM and
being eligible, will offer himself for re-election at the AGM.
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The Board recommended the re-appointment of the Directors standing
for re-election at the AGM.

The Company’s circular dated 12 March 2014 contains detailed
information of the Directors standing for re-election.

Remuneration Committee

The Remuneration Committee was established by the Board on 1
December 2010. The primary objectives of the Remuneration
Committee include making recommendations to the Board on the
remuneration policy and structure and remuneration packages of the
Directors and the senior management. The Remuneration Committee is
also responsible for establishing transparent procedures for developing
such remuneration policy and structure to ensure that no Director or
any of his/her associates will participate in deciding his/her own
remuneration, which is determined with reference to the performance
of the individual and the Company as well as market practice and
conditions.

The Remuneration Committee normally meets to review the
remuneration policy and structure and determine the annual
remuneration packages of the Directors and the senior management
and other related matters. The human resources department is
responsible for collection and administration of the human resources
data and making recommendations to the Remuneration Committee
for consideration. The Remuneration Committee shall consult the
Chairman and/or the Board about these recommendations on
remuneration policy and structure and remuneration packages. The
Remuneration Committee held two meetings during the year ended 31
December 2013 to review the remuneration packages of the Directors
and the senior management of the Company and to establish a formal
and transparent procedure for developing remuneration policy.

Pursuant to Code Provision B.1.5 of the CG Code, the remuneration of
the members of the senior management by band for the year ended 31
December 2013 is set out below:

Remuneration band
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Number of individuals

A

HK$1,000,001 to HK$1,500,000
HK$2,500,001 to HK$3,000,000
HK$3,500,001 to HK$4,000,000

1,000,001 & T2 1,500,000 7T 2
2,500,001 7 7T = 3,000,000 /8 7T -
3,500,001 7 7T = 4,000,000 78 7T -
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Further particulars relating to Directors’ emoluments and the five
highest paid individuals as required to be disclosed pursuant to
Appendix 16 to the Listing Rules are set out in note 10 to the
consolidated financial statements.

Corporate Governance Function

The Board is responsible for performing the corporate governance
duties of the Company. Terms of reference adopted by the Board
include the duties of the Board on corporate governance functions to
develop and review the Group’s policies and practices on corporate
governance, to review and monitor the training and continuous
professional development of the Directors and the senior management
and to review the Group’s compliance with the CG Code and disclosure
in this Corporate Governance Report.

RESPONSIBILITIES IN RESPECT OF THE FINANCIAL
STATEMENTS

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual and interim reports, inside
information announcements and other disclosures required under the
Listing Rules and other regulatory requirements.

The Directors acknowledge their responsibilities for preparing the
financial statements of the Company for the year ended 31 December
2013.

The statement of the external auditors of the Company about their
reporting responsibilities on the financial statements is set out in the
“Independent Auditor’s Report” on pages 58 to 59.

INTERNAL CONTROL

For the internal control system of the Company, the Board has
developed the Group’s internal control systems and risk assessment and
management. The Board has overall responsibility for reviewing and
maintaining an adequate and effective internal control system to
safeguard the interests of the Shareholders and the assets of the
Group. During the year, the Board has conducted reviews of the
internal control system in accordance with the Code Provision C.2 of
the CG Code and considered that the internal control system of the
Group has been implemented effectively.
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AUDITOR’S REMUNERATION

The remuneration paid to the external auditor of the Company in
respect of audit services for the year ended 31 December 2013
amounted to approximately HK$1,400,000. There was no non-audit
service provided by the external auditor of the Company for the year
ended 31 December 2013.

SHAREHOLDER RIGHTS AND INVESTOR
RELATIONS

(a)

(b)

(9]

Procedures for Requisitioning a Special General
Meeting

Shareholder(s) holding as at the date of deposit of the requisition
not less than one-tenth of the paid up capital of the Company
carrying the right to vote at general meetings of the Company
may, by written requisition to the Board or the Company
Secretary(ies) signed and deposited in accordance with the Bye-
laws of the Company, Bermuda Companies Act 1981, require the
Directors to call a special general meeting for the transaction of
business specified in the requisition.

Procedures for Putting forward Proposals at General
Meetings

Shareholder(s) holding not less than one-twentieth of the paid-up
capital of the Company carrying the right to vote at general
meetings of the Company or not less than 100 Shareholders may,
at their expense, provide a written request to the attention of the
Company Secretary(ies) signed and deposited in accordance with
the Bermuda Companies Act 1981.

Communication with Shareholders and Investors
General meetings of the Company provide a direct forum of
communication between Shareholders and the Board.
Shareholders are welcome to put forward enquiries to the Board
or the management thereat and the Chairman of the Board, or in
his absence, an executive Director, as well as the chairmen of the
Audit Committee, Nomination Committee and Remuneration
Committee, or in their absence, other members of the respective
committees, and where applicable, the Independent Board
Committee, will be commonly be present and available to answer
questions and Shareholders may also contact the Company
Secretary(ies) to direct their written enquires.
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The Company is committed to enhancing communications and
relationships with its investors. Designated senior management
maintains an open dialogue with institutional investors and
analysts to keep them abreast of the Company’s developments.

The Company also maintains a website at www.paxglobal.com.hk,
where updates on the Company’s business developments and
operations, financial information and news can always be found.

On behalf of the Board

NIE Guoming
Chairman
Hong Kong, 6 March 2014
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The Directors present their report together with the audited financial
statements for the year ended 31 December 2013.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

The principal activity of the Company is investment holding and the
Company together with its subsidiaries (collectively referred to as the
“Group”) are principally engaged in the development and sales of
electronic funds transfer point-of-sale (“EFT-POS") products and the
provision of related services.

An analysis of the Group’s performance for the year by geographical
segments is set out in note 7 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31 December 2013 are set
out in the consolidated income statement on page 60.

The Directors do not recommend the payment of a dividend (2012: Nil).

RESERVES

Details of the movements in the reserves of the Group and of the
Company during the year are set out in the consolidated statement of
changes in equity and in note 26 to the consolidated financial
statements.

DONATIONS

Charitable donations of HK$10,000 were made by the Group during
the year (2012: HK$1,238,000).

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group are set out in note 15 to the consolidated financial statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of the movements in the Company’s share capital are set out in
note 24 to the consolidated financial statements.

EFEHRERENREIBE_T—=
T-A=T - BLFENEEZMHERE -

FTEXBRUEEXEB DM

RRABMEBERR/REZR  EREWMER
Al [ ARE D T BRERERHEE T
3 &R (TEFT-POS J) E an K fR AR RE AR -

AEBRRNFENRBIZIMES DN TER
FAMBMRMET -

RERDE
AEERE-F-ZFT-A=t+-BLFE
B AE A2 60 BAOER A ISR

EXUTEREREMRE (T ——F: 8)-

1
FRAEERARANEEEDEBRRES
BRI A MRS R B KU 26 -

B
AEEBRFRELESHEHEL10,000E (=
T — 4 : 1,238,000/ 7T) °

ME - BERRE
REBEYE  BEREENE
BRI EE 15 -

HIFHEREZE

IR 2 K B IR
RRBIRAR S BB EH N RS B B a
24 o

BERKRMEERARF ¢« —T—=FF# 43



Report of the Directors
EFE8RES

Share Option Scheme

The Company operates a share option scheme (the ”“Scheme”) for the
issuance of in aggregate no more than 10% in the nominal amount of
the aggregate of Shares in issue on the listing date of the Company,
representing 100,000,000 shares (subject to the terms of the Scheme
and the relevant provisions under the Listing Rules) under the Scheme
adopted by a resolution of the Board on 1 December 2010.

The purpose of the Scheme is to reward participants who have
contributed or will contribute to the Group and to encourage
participants to work towards enhancing the value of the Company and
its Shares for the benefit of the Company and its Shareholders as a
whole.

The Scheme was effective from 1 December 2010 and unless otherwise
cancelled or amended, will remain valid and effective for the period of
ten years from the effective date.

During the year ended 31 December 2013, no share option of the
Company (the “Share Option”) was granted and 6,789,000 Share
Options were exercised by Mr. Nie Guoming, a Director, and certain
employees of the Group under the Scheme and the weighted average
closing price immediately before the dates on which the options were
exercised was HK$3.08 per share. The particulars of the changes of the
Share Options under the Scheme are as follows:
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Movements in the Share Options during the year ended 31 December #HEZT—=F+-A=+—HIFEMNER
2013: e

Number of Number of

Share Share

Options Options

held as at held as at

1 January 31 December

2013 Reclassification 2013

R-Z-=% during the Granted Exercised Lapsed Cancelled RZB-=%

Exercise -A—H year during  duringthe  duringthe  duringthe +=HA=+—H

Name Date of grant price fiz FR the year year year year fikz

®E RiiAH T8 BREZE ENSE FAERE FRETE FREXN  FREHIE BREHE
(HK$)
(BTT)

Directors

g3

Nie Guoming 22 June 2012* 1.230 10,000,000 - - (2,000,000 - - 8,000,000

A ZE-CERAZTZAx

Lu Jie (Note 1) 22 June 2012* 1.230 - 10,000,000 - - - - 10,000,000

BRI ZT-CZERAZTZE*

Li Wenjin 22 June 2012* 1.230 10,000,000 - - - - - 10,000,000

FNE —E-—FXAZt+=RA*

Jiang Hongchun 22 June 2012* 1.230 6,000,000 (6,000,000) - - - - -

(Note 2) —E-—FXAz-+=A*

BE (Hizt2)

26,000,000 4,000,000 - (2,000,000 - - 28,000,000

Employees

=]

(In aggregate) 22 June 2012* 1.230 54,150,000 (4,000,000 - (4,789,000) - - 45,361,000

(485 —Z-—FXA=t+=B*

Total 80,150,000 - - (6,789,000) - - 73,361,000

2y

* The Share Options will be vested to the grantees, among which 30% of the Share * BREFBARA  EP30%ERENKZLBHS
Options would be vested on the date of grant, a further 30% of the Share Options B B9M30% BARES N RE AR —EERE - i
be vested on the first anniversary of the date of grant and the remaining 40% of the 40% RGO H B BB 3R - 2SRRI
Share Options will be vested on the second anniversary of the date of grant. These RZT—+FAZ+—BER-
options will expire on 21 June 2017.

Notes: Htat -

1. Mr. Lu Jie was appointed as the Chief Executive Officer and an executive Director on 1. BARERZTE—=FRA -+t =HEZERTRE
23 May 2013. Prior to that, he held 10,000,000 share options as an employee of HERITES - AT R T —=F—F—HMUK
the Group as at 1 January 2013 which were counted in the aggregate number held S E(EE 5554 10,000,000 15 B MAE - 15 B ARE
by employees as at 1 January 2013. BEEARZE—=F-A-RESHAZHEERN -

2. Mr. Jiang Hongchun resigned as the Chief Executive Officer and an executive 2. BHRAEAER _ZT—ZFRA-_T=ZBRERITHRA

Director on 23 May 2013. The share options granted to him on 22 June 2012 which
were not exercised during the year were still exercisable as at 31 December 2013 as
an employee of the Group and were counted in the aggregate number held by
employees as at 31 December 2013.
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HEHTEE - FR_EZ——F A+ -_AERY
RERNRBEITEZBRER -—Z—=F+=-F=+—
HIARIAKREERE &5 176 WEFEARZ
T+ A=+—AREFEAHRA -
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DISTRIBUTABLE RESERVES

As at 31 December 2013, the Company had no reserves available for
distribution as calculated under the Companies Act 1981 of Bermuda
(as amended) (2012: Nil). However, the Company’s share
premium account, in the amount of HK$1,237,947,000 (2012:
HK$1,230,276,000) may be distributed in the form of fully paid bonus
shares.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s
Bye-laws and there was no restriction against such rights under the
laws of Bermuda.

FIVE YEARS FINANCIAL SUMMARY

A summary of the results and financial position of the Group for the
last five financial years is set out on page 136.

PURCHASE, SALE OR REDEMPTION OF
SECURITIES

The Company has not redeemed any of its shares during the year.
Neither the Company nor any of its subsidiaries had purchased, sold or
redeemed any of the Company’s shares during the year.

DIRECTORS

The Directors during the year and up to the date of this report were:

Executive Directors:

NIE Guoming

LU Jie (Appointed on 23 May 2013)

LI Wenjin

Jiang Hongchun (Resigned on 23 May 2013)

Independent Non-Executive Directors:
YIP Wai Ming

WU Min

MAN Kwok Kuen, Charles

Pursuant to the Company’s Bye-laws 84 and 85, one-third of the
Directors are subject to retirement by rotation and re-election at least
once every three years at the annual general meeting of the Company.

Mr. Nie Guoming and Mr. Li Wenjin will retire and, being eligible, will

offer themselves for re-election at the forthcoming annual general
meeting.
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Pursuant to the Company’s Bye-law 83, any Director appointed by the
Board to fill a casual vacancy shall hold office until the first general
meeting of members 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.

Mr. Lu Jie shall hold office until the AGM and, being eligible, will offer
himself for re-election at the AGM.

DIRECTORS’ SERVICE CONTRACTS

As at the date of this report, each of the executive Directors has
entered into a service contract with the Company for a term of three
years, from 23 May 2013 for Mr. Lu Jie and 20 December 2013 for Mr.
Nie Guoming and Mr. Li Wenjin, unless and until terminated by either
the Company or the Directors giving to the other a notice of not less
than three months.

Save as disclosed herein, none of the Directors had any existing or
proposed service contracts with the Company or any member of the
Group (excluding contracts expiring or determinable within one year
without payment of compensation, other than statutory
compensation).

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

Brief biographical details of the Directors and the senior management
are set out on pages 6 to 9.

DIRECTORS’ INTERESTS IN CONTRACTS

No contracts of significance in relation to the Group’s business to which
the Company, its fellow subsidiaries or its holding company was a party
and in which a Director had a material interest, whether direct or
indirect, subsisted at the end of the year or at any time during the year.

DIRECTORS’ INTEREST IN COMPETING BUSINESS
As at 31 December 2013, none of the Directors or the substantial
shareholders of the Company or any of their respective associates has
engaged in any business that competes or may compete with the
business of the Group, or has any other conflict of interests with the
Group.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 December 2013, the interests and short positions of each
Director and the chief executive of the Company (the “Chief
Executive”) in the Company’s shares (the “Shares”), underlying shares
and debentures of the Company and its associated corporations (within
the meaning of the Securities and Futures Ordinance (“SFO")), as
recorded in the register maintained by the Company under Section 352
of the SFO or as notified to the Company and The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) pursuant to the Model
Code for Securities Transactions by Directors of the Listed Issuers (the
“"Model Code”) were as follows:

Ordinary shares of HK$0.10 each in the Company
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BITTBUAREL (1T EL ) A B R H AR EE

B (EERFESZ LGN (TESRAEEG)))
MARRE R (Th]) ~ BB kEHF
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Number of Approximate
share options percentage of
Name of Director Capacity held @ Total interests ® shareholding*
IR FEMBEA
EEHE BERE D BEBREHE O FERBEEEO Ao *
Nie Guoming (Chairman) Beneficial owner 8,000,000 10,000,000 (L) 0.96%
AP (EE) EmEBA
Lu Jie Beneficial owner 10,000,000 10,000,000 (L) 0.96%
(Chief Executive Officer) EZm#EA A
EARGTBEE)
Li Wenijin Beneficial owner 10,000,000 10,000,000 (L) 0.96%
FXE EnlEEA
Notes: BiaE -
(i) The letter “L" denotes a long position in shares. (i) [L] R EITE ©

(ii) These represented the share options granted by the Company to the respective
Director, the details of which are provided in the section headed “Share Option
Scheme” in this Report of the Directors.

* The percentage is calculated based on the total number of issued shares of the
Company as at 31 December 2013 which were 1,044,517,000 ordinary shares.
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Save as disclosed above, as at 31 December 2013, none of the
Directors, the Chief Executive nor their associates had any interests or
short positions in any Shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning of
Part XV of the SFO) as recorded in the register maintained by the
Company pursuant to section 352 of the SFO or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES

The register of substantial Shareholders maintained under Section 336
of the SFO shows that as at 31 December 2013, the Company had
been notified of the following substantial Shareholders’ interests and
short positions, being 5% or more of the Company’s issued share
capital. These interests are in addition to those disclosed above in
respect of the Directors and the Chief Executive.

BREXHBEEN BE_ZT—=F+_H
=t—R JBEF THREHIRENBEA
ITHERNARRREBEER (EERES N
BIEPIEXVER) BBt - MR REST
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RE R et ss RORA

FERRRRDREBRDNER
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R A RV RAR 3 3 T H 5 (015 336 15T B
FERREEMAER R =F+=A
=+—B AAFEME T EBREREL
AFBETRA 5% K _EOERTAR - %
FHRTOE EXAEBARRERRTRE
BeoHES -

Approximate

Total number percentage

Class of of Shares  of shareholding

securities (Note 1) (Note 2)

Name of shareholders BRREE BEER BpEE  BOEREIL

(Hiax1) (Htet2)

Hi Sun Technology (China) =ERE (RE) Ordinary 444,000,000 (L) 42.51%
Limited BRAF Tk

Digital Investment Limited Digital Investment Limited Ordinary 118,400,000 (L) 11.34%
(Note 3) (MiF3) TEk

HAO Capital China Fund L.P. HAO Capital China Fund L.P. Ordinary 118,400,000 (L) 11.34%
(Note 3) (Wi3) TR

891 Venture Limited 891 Venture Limited (45t 4) Ordinary 118,400,000 (L) 11.34%
(Note 4) Timik

Dream River Limited Dream River Limited (/7% 5) Ordinary 118,400,000 (L) 11.34%
(Note 5) Tk

HAO Capital Fund Il L.P. HAO Capital Fund Il L.P. (f/z£5) Ordinary 118,400,000 (L) 11.34%
(Note 5) TR

HAO Partners L.P. HAO Partners L.P. (ffi£6) Ordinary 118,400,000 (L) 11.34%
(Note 6) Timik

Hao Partners (Holdings) Limited Hao Partners (Holdings) Limited Ordinary 118,400,000 (L) 11.34%
(Note 7) (WiF7) TEk

Liu Yangsheng (Note 8) 2GR (HTs) Ordinary 236,800,000 (L) 22.67%

Bao Lei (Note 9) RE (Mit9) Ordinary 236,800,000 (L) 22.67%
TR

FIL Limited FIL Limited Ordinary 103,833,000 (L) 9.94%
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Notes:

The letter “L" denotes a long position in Shares.

The percentage is calculated based on the total number of issued shares of the
Company as at 31 December 2013.

Digital Investment Limited (“Digital Investment”) was owned as to 95% by HAO
Capital China Fund L.P. and 5% by Mr. Max Burger. As such, HAO Capital China
Fund L.P. was deemed to be interested in the 118,400,000 Shares owned by Digital
Investment by virtue of the SFO.

891 Venture Limited was incorporated in the Cayman Islands and was the general
partner of HAO Capital China Fund L.P. As such, 891 Venture Limited was deemed
to be interested in 118,400,000 Shares owned by Digital Investment by virtue of the
SFO.

Dream River Limited (“Dream River”) was wholly owned by HAO Capital Fund Il L.P.
As such, HAO Capital Fund Il L.P. was deemed to be interested in 118,400,000
Shares owned by Dream River by virtue of the SFO.

HAO Partners L.P. was the general partner of HAO Capital Fund Il L.P. As such, HAO
Partners L.P. was deemed to be interested in 118,400,000 Shares owned by Dream
River by virtue of the SFO.

Hao Partners (Holdings) Limited was incorporated in the Cayman Islands and was
the general partner of HAO Partners L.P.. As such, Hao Partners (Holdings) Limited
was deemed to be interested in 118,400,000 Shares owned by Dream River by
virtue of the SFO.

As Mr. Liu Yangsheng controlled more than one-third of the voting power at the
general meetings of 891 Venture Limited and Hao Partners (Holdings) Limited
respectively, he was deemed to be interested in an aggregate of 236,800,000
Shares owned by Digital Investment Limited and Dream River Limited by virtue of the
SFO.

Ms. Bao Lei, the spouse of Mr. Liu Yangsheng, was deemed to be interested in Liu
Yangsheng's interest by virtue of the SFO.

Save as disclosed above, other than the Directors or the Chief Executive,
there were no other parties who had interests or short positions in the
Shares or underlying shares of the Company as recorded in the register
required to be kept by the Company pursuant to Section 336 of the
SFO as at 31 December 2013.
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CONNECTED TRANSACTIONS

The following are the continuing connected transactions of the Group
during the year ended 31 December 2013 which are subject to the
reporting, announcement, annual review and/or independent
shareholders’ approval requirements under Chapter 14A of the Listing
Rules:

(a) Licence Agreement with Pax Data

On 13 April 2012, the Company entered into a licence agreement
(the “Licence Agreement”) with Hangzhou Pax Data Limited
("PAX Data”), an indirectly wholly owned subsidiary of Hi Sun
Technology (China) Limited (“Hi Sun”), being a substantial
shareholder of the Company then holding approximately 42.8%
interest in the Company's issued share capital. As PAX Data was
a connected person of the Company, the transactions
contemplated under the Licence Agreement constituted
continuing connected transactions under the Listing Rules.

Pursuant to the Licence Agreement, PAX Data agreed to license
to the Company, inter alia, the terminal subsystem program of a
payment solution known as “BroadPOS Terminal Platform”
together with its software development kit owned by PAX Data
(the “Licensed Program™), at a licence fee of US$20 per electronic
funds transfer point-of-sale product (the “EFT-POS Product”)
which was equipped with the Licensed Program. The term of the
Licence Agreement commenced on 13 April 2012 and would
terminate on 31 December 2014 unless otherwise terminated.
The annual caps of the licence fees payable under the Licence
Agreement for each of the financial years ending 31 December
2012, 2013 and 2014 were US$1,200,000, US$3,400,000 and
US$6,000,000 respectively. As the relevant percentage ratios
(other than the profits ratio) in respect of the annual fees payable
under the Licence Agreement were less than 5%, the transactions
contemplated under the Licence Agreement were exempt from
independent shareholders’ approval but subject to the reporting,
announcement and annual review requirements under Chapter
14A of the Listing Rules.
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(b) Framework Agreement with Hi Sun

52

0

On 19 December 2012, the Company entered into a
framework agreement (the “Framework Agreement”) with
Hi Sun, a substantial shareholder of the Company holding
approximately 42.8% interest in the Company’s issued
share capital. As Hi Sun was a connected person of the
Company, the transactions contemplated under the
Framework Agreement constituted continuing connected
transactions under the Listing Rules.

Pursuant to the Framework Agreement, the Group agreed
to sell and Hi Sun (together with its subsidiaries) agreed to
purchase the EFT-POS Products for the mobile and other
payment solutions services of Hi Sun and its subsidiaries.

The term of the Framework Agreement commenced from
15 January 2013, the date on which the relevant approval
was obtained from the independent shareholders of the
Company at its special general meeting, to 31 December
2015. The annual caps of the total contract value for the
sale and purchase of EFT-POS Products under the
Framework Agreement for the three years ending 31
December 2013, 2014 and 2015 were HK$330,000,000,
HK$600,000,000 and HK$700,000,000 respectively. Since
one or more of the applicable percentage ratios (other than
the profits ratio) in respect of the said annual caps exceeded
5% and HK$10,000,000, the transactions contemplated
under the Framework Agreement were subject to the
reporting, announcement, independent shareholders’
approval and annual review requirements under Chapter
14A of the Listing Rules.
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On 21 February 2013, another framework agreement was
entered into between the Company and Hi Sun which set
out the basis upon which the Group would purchase and Hi
Sun and its subsidiaries would sell the mag-stripe card
security decoder chips (the “Chips”) (the “2013 Framework
Agreement”). The term of the 2013 Framework Agreement
commenced from 21 February 2013 to 31 December 2013.
The annual cap of the total contract value for the sale and
purchase of the Chips under the 2013 Framework
Agreement during its term was HK$40,000,000. As one or
more of the applicable percentage ratios (other than the
profits ratio) in respect of the annual cap on the total
contract value for the sale and purchase of the Chips
payable under the 2013 Framework Agreement on an
annual basis exceeded 0.1% and HK$1,000,000 but was
less than 5%, such continuing connected transactions were
only subject to the reporting, announcement and annual
review requirements and were exempt from the
independent shareholders’ approval requirements under
Chapter 14A of the Listing Rules.

Considering that the business transactions in relation to the
sale and purchase of the Chips between the Company and
Hi Sun would continue after the expiry of the term of the
2013 Framework Agreement, the Company and Hi Sun
entered into a new Framework Agreement on 31 December
2013 (the "New Framework Agreement”). The term of the
New Framework Agreement commenced from 1 January
2014 to 31 December 2016. The annual caps of the total
contract value for the sale and purchase of the Chips under
the New Framework Agreement for each of the financial
years ending 31 December 2014, 2015 and 2016 were
HK$50,000,000, HK$60,000,000 and HK$65,000,000
respectively. As one or more of the applicable percentage
ratios (other than the profits ratio) in respect of the annual
caps of the total contract value for the sale and purchase of
the Chips payable under the New Framework Agreement
on an annual basis exceeded 0.1% and HK$1,000,000 but
was less than 5%, such continuing connected transactions
were only subject to the reporting, announcement and
annual review requirements and were exempt from the
independent shareholders’ approval requirements under
Chapter 14A of the Listing Rules.

Please also refer to note 32(a) to the consolidated financial
statements.

(ii)
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The independent non-executive Directors have reviewed the
above continuing connected transactions and in their opinion,
these transactions entered into by the Company were:

(i) in the ordinary and usual course of business of the
Company;

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

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

Details of the related party transactions which constituted connected
transactions or continuing connected transactions not exempted under
Rule 14A.31 or Rule 14A.33 of the Listing Rules during the year ended
31 December 2013 are disclosed above and the Group has complied
with the disclosure requirements in accordance with Chapter 14A of
the Listing Rules in respect of such transactions.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year ended 31 December 2013.

DEED OF NON-COMPETITION AND CONFLICTS OF
INTERESTS

Hi Sun has, pursuant to the deed of non-competition dated 1
December 2010 entered into between the Company and Hi Sun,
undertaken to the Company that, among other things, at any time
during which the Shares are listed on the Stock Exchange or any stock
exchange recognized under the SFO and for so long as it remains the
controlling shareholder of the Company, Hi Sun will not, and will
procure that its subsidiaries (other than the Group) not to, directly or
indirectly engage or otherwise be interested in the design, manufacture
and/or sale of EFT-POS products and the provision of related services in
the PRC, Hong Kong or any part of the world in which any member of
the Group may from time to time operate. The undertaking does not
apply to Hi Sun’s interests in the Shares (including the exercise of any
right as a Shareholder) and any interests held by Hi Sun and its
associates in up to 5% of any class of listed securities of a company
that engages in the business of the Group.
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Hi Sun has undertaken to the Company that, if any time that the Group
or our independent non-executive Directors have reasonable cause to
believe that Hi Sun may be in breach of the non-compete undertaking,
contravening the undertaking of the Company to keep the information
received confidential except for disclosures of such information as may
be necessary to comply with our legal or regulatory obligations, or such
information that is already in the public domain other than as a result
of our breach of the confidentiality undertaking or for the purposes of
enforcement of the non-compete undertaking, Hi Sun will at our or our
independent non-executive Directors’ request provide all such
information that it possesses and may be lawfully disclosed pertaining
to such request so as to enable us or our independent non-executive
Directors to make an informed assessment as to whether or not there
has in fact been a breach of the non-compete undertaking. Hi Sun has
signed an annual declaration of compliance with the Deed of
Non-competition for the year ended 31 December 2013 confirming it
has complied with the non-compete undertaking given above. Mr. Li
Wenjin, an executive Director of the Company, is also an executive
director of Hi Sun and certain of its subsidiaries.

If any conflicts of interest should arise between the Group and Hi Sun
Group in a particular transaction, any common directors of the two
groups and any Director with an interest in the relevant transaction(s)
will be required to abstain from voting on the relevant Board
resolutions. Based on the above, none of the Directors have any interest
in any competing business that is discloseable under Rule 8.10(2) of the
Listing Rules.

MAJOR CUSTOMERS AND SUPPLIERS

The percentages of purchases and sales for the year ended 31
December 2013 attributable to the Group’s major suppliers and
customers are as follows:

Purchases

- the largest supplier 11.2%
- five largest suppliers combined 45.1%
Sales

- the largest customer 12.1%
- five largest customers combined 39.3%
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The total sales included the electronic payment products sold to a
subsidiary of Hi Sun, which amounted to approximately
HK$178,153,000 million (representing approximately 12.1% of the
total sales amount), being the Group's largest customer for the year. Hi
Sun is the controlling shareholder of the Company holding
approximately 42.5% of its issued share capital and Mr. Li Wenjin, an
executive Director of the Company and an executive director of Hi Sun,
was interested in 6,400,000 ordinary shares in, representing
approximately 0.23% of, the issued share capital of Hi Sun as at 31
December 2013.

Save as disclosed, none of the Directors, their associates or any
shareholder (which to the knowledge of the Directors own more than
5% of the Company’s share capital) had an interest in the major
customers or suppliers noted above.

PENSION SCHEME

The subsidiaries operating in Hong Kong are required to participate in a
defined contribution retirement scheme or the Group or Company set
up in accordance with the Hong Kong Mandatory Provident Fund
Ordinance. Under the scheme, the employees are required to contribute
5% of their monthly salaries up to a maximum of HK$1,250 and they
can choose to make additional contributions. The employer’s monthly
contributions are calculated at 5% of the employee’s monthly salaries
up to a maximum of HK$1,250 (the “Mandatory Contributions”). The
employees are entitled to 100% of the employer's Mandatory
Contributions upon their retirement at the age of 65 years old, death
or total incapacity.

In addition, pursuant to the government regulations in the People’s
Republic of China (the “PRC"), the Group is required to contribute an
amount to certain retirement benefit schemes based on approximately
7% to 20% of the basic wages of those workers in the PRC. The local
municipal government undertakes to assume the retirement benefits
obligations of those workers of the Group.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of the Directors, the Directors confirm that the
Company has maintained during the year the amount of public float as
required under the Listing Rules.
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Report of the Directors
S58HRS

AUDITORS =B ED
The financial statements have been audited by PricewaterhouseCoopers B ERUKESEEIEEAD BZMERE - ®
who will retire and, being eligible, offer themselves for re-appointment  Z ¥R A A T EEREREAGRE  HHTE

at the forthcoming annual general meeting of the Company. BIRREBHEE -

On behalf of the Board REEFE

Nie Guoming FE

Chairman =5l B

Hong Kong, 6 March 2014 BB —_T-NF=HAKAH
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Iindependent Auditor’s Report
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Independent Auditor’s Report
To the shareholders of PAX Global Technology Limited
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of PAX Global
Technology Limited (the “Company”) and its subsidiaries (together, the
“Group”) set out on pages 60 to 135, which comprise the consolidated
and company balance sheets as at 31 December 2013, and the
consolidated income statement, the consolidated statement of
comprehensive income, the consolidated statement of changes in
equity and the consolidated cash flow statement for the year then
ended, and a summary of significant accounting policies and other
explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The Directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants and the
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.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion solely
to you, as a body, in accordance with Section 90 of the Companies Act
1981 of Bermuda 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.

R K
WY BMERE
HEERRNEARATRR
(REFER MR B ERAF)

Az B (AT -7 [ 1)) B FAH DN 60
ESHAERRRMBERAR(ATHEREE
RAE) REMBAR (5 [EEE ) NEAM
BRE UWGAMBHRREER_T—=F
tT-A=T—HNGEEMAREERBERER
EZHLFENGAERER  FE2mlas
HERDEEHRNGARERER  URTE
SRR E R E MM EREER -

ESHEAMBRRARENEL

ERREFEAAERBET LG AERME
FREM B REER LB B(R RO ER
ERHEFEUBRE  AKREUBIMEREL
EEMAFHRE  MEBEERRREEAM
B|RMBERRBDZES - UEHE T ERE
NFE RN EREF R R MG E A SRR -

BB ELE

HENETERERMNBSHZSTHEAME
BREHER  URBARE—NAN—F2F
EIFNRERNEBBRRBERMOEL - B
2 MR ERIEEME B o RAITEHAR
ERARAENEMALTE FRAEEAEE -

HHEREEFESMATRMNEBESE
ABETTERRT - RFEMNBRAPIBTEERE
WHREBRRNITE KA BETHEAMBEREK
R T FEEMERERRAL -

PricewaterhouseCoopers, 22/F, Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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independent Auditor’s Report
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation of 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 2013, and of the Group’s profit and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 6 March 2014
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Consolidated Income

V=N e
TR ER

Statement

Year ended 31 December
BZ+TZA=1+—HLEFE

2013 2012
—E—= —E——F
Notes HK$'000 HK$'000
Bt aE FET FET
Revenue A 5 1,472,488 1,313,330
Cost of sales SHE KA 8 (931,359) (849,143)
Gross profit EF 541,129 464,187
Other income H A YA 5 50,075 28,408
Other gains — net H s — F58 6 303 1,671
Selling expenses HERX 8 (131,124) (113,674)
Administrative expenses 1T E A 8,9 (194,193) (157,336)
Operating profit/profit R T BRTS B ATLR R
before income tax 266,190 223,256
Income tax expense R8RS 11 (39,650) (40,297)
Profit for the year attributable to RARERERE ABIEEE R
equity holders of the Company 226,540 182,959
HK$ per share  HKS$ per share
BRERT BRETT
Earnings per share for the profit RATHERFA A
attributable to equity holders of B RN BIREAF -
the Company:
— Basic —HAK 13(a) 0.218 0.176
— Diluted —#s 13(b) 0.211 0.176

The notes on pages 67 to 135 are an integral part of these consolidated

financial statements.
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Consolidated Statement of
Comprehensive Income

NS E L) e

Year ended 31 December
BZ+TZA=+—HLEFE

2013 2012
—E—= —E——F
HK$'000 HK$'000
THET FET
Profit for the year FEREFR 226,540 182,959
Other comprehensive income, Hitp 2w -
net of tax HBRBLE
Items that may be subsequently HEAgeEFH D2 85
reclassified to profit or loss ZIEHA
Exchange differences arising on BREGINTE AT
translation of the financial statements MR ELERNER =5
of foreign subsidiaries 27,698 6,348
Total comprehensive income KATERFEAEWN
for the year attributable to FAHERBELE
equity holders of the Company, MR E
net of tax 254,238 189,307

The notes on pages 67 to 135 are an integral part of these consolidated 2567 & 135 B #9 Mt 31 Th4x & B 76 2R % & H = &0

~

financial statements. 7 e

N
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Consolidated Balance Sheet

roEEalxk
As at 31 December
R+=—A=+-—H
2013 2012
—E—= —E——F
Notes HK$’000 HK$'000
M5 F&ET FET
ASSETS BE
Non-current assets kRBEE
Property, plant and equipment Y - WENEE 15 8,152 10,263
Leasehold land HEL 16 232 231
Total non-current assets FREBEELAE 8,384 10,494
Current assets REBEE
Inventories FE 19 465,114 243,801
Trade and bills receivables JEWER 5 &J’Eqﬂlmﬂ% 20 637,966 544,476
Deposits and other receivables e K E AU R 20 6,324 10,333
Financial assets at fair value through ?fi@i@?r%ﬁﬁ'%@]ﬁ)\mﬂ
profit or loss HEENEREE 21 = 10,057
Restricted cash ZPRHIIR & 22 16,613 16,173
Cash at bank and on hand RITERF RS 23 1,698,407 1,358,426
Total current assets RBEEHAE 2,824,424 2,183,266
Total assets EEHAE 2,832,808 2,193,760
EQUITY ER
Equity attributable to AAGERTEE AEML
equity holders of the Company xR
Share capital A% X 24 104,452 103,773
Reserves Ex= 26(a) 1,982,670 1,707,061
Total equity e 2,087,122 1,810,834

The notes on pages 67 to 135 are an integral part of these consolidated

financial statements.
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Consolidated Balance Sheet (Continued)

lI'T.rD :éjl_:%ﬁ%% (n\E)

As at 31 December

BR+=-—A=+—H
2013 2012
—E—= —E——F
Notes HK$'000 HK$'000
M5 F&ET FET
LIABILITIES =L
Current liabilities REBAE
Trade payables FETER K 27 445,541 224,879
Other payables and accruals H b R TR FEET IR 27 275,072 131,301
Taxation payable JE R TE 25,073 26,746
Total current liabilities and RBEEAEREEHAE
total liabilities 745,686 382,926
Total equity and liabilities EEkEEHE 2,832,808 2,193,760
Net current assets REBEESE 2,078,738 1,800,340
Total assets less current liabilities ESEZEBERREBERE 2,087,122 1,810,834
On behalf of the Board
REREES
NIE GUOMING LI WENJIN
=B B =XE
Director Director
- o
The notes on pages 67 to 135 are an integral part of these consolidated 2567 & 135 B MM Jh4R & BA 15 Rz A E AR 20
financial statements. Al
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Balance Sheet

AEAER

As at 31 December
R+=—A=+—H
2013 2012
—E—=F —E——F
Notes HK$'000 HK$'000
M5 F&ET FET
ASSETS BE
Non-current assets kRBEE
Investment in a subsidiary RETB AR E 17 550,267 541,355
Total non-current assets FREBEELE 550,267 541,355
Current assets REBEE
Deposits and other receivables ?ﬁé&ﬁ@%ﬂﬂlm 20 949 721
Amount due from a subsidiary ) ENGIE R 18 241,000 90,000
Financial assets at fair value through %ﬁ@i@;ﬁriﬁ, LEEEEA
profit or loss wBAKEENSREE 21 - 10,057
Cash at bank and on hand RITERFLRS 23 562,109 697,091
Total current assets RBEEHAE 804,058 797,869
Total assets EEHE 1,354,325 1,339,224
EQUITY B
Equity attributable to AR ERFTEA
equity holders of the Company iR
Share capital {57 24 104,452 103,773
Reserves R 26(b) 1,246,456 1,233,274
Total equity EEEE 1,350,908 1,337,047
LIABILITIES afE
Current liabilities REBEE
Other payables and accruals EoAth FE AT BR SR SR FERTRUIR 27 3,417 2,177
Total current liabilities and REBEEAEREEHE
total liabilities 3,417 2,177
Total equity and liabilities EEREEERE 1,354,325 1,339,224
Net current assets REEEFEE 800,641 795,692
Total assets less current liabilities EEABRADHERS 1,350,908 1,337,047
On behalf of the Board
REESFE
NIE GUOMING LI WENJIN
FEE A EXE
Director Director
2 e
The notes on pages 67 to 135 are an integral part of these consolidated s mEmEP I

financial statements.
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Consolidated Statement of
Changes in Equity

n-TJ'DlTlEf:ﬁ"E'c“@]%

Attributable to equity holders of the Company

ADAEREEAEY
Reserves
1]
Share
Share Share Capital option Exchange  Retained Total
capital  premium reserve reserve reserve  earnings Total equity
BE  ROEE EAREE BRERE HERE  REERA @5 RRAeE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHL FHL FHL FEL FHL FHL T FET
For the year ended BE-®-=%

31 December 2013 +ZA=+-HLEE

Balance at 1 January 2013 R-Z-=F—-F—H

ope- 103,773 1,230,276  (414,978) 20,373 70,605 800,785 1,707,061 1,810,834
Comprehensive income 2EkE
Profit for the year FREF| - - - - - 226540 226540 226,540
Other comprehensive income Hit2ENE
Exchange differences arising on BREEINHBAR

translation of the financial MBBRREEN

statements of foreign subsidiaries ERER - - - - 27,698 - 27,698 27,698
Total comprehensive income Eallenret - - - - 27,698 226540 254238 254,238
Transaction with owners BEBANRS
Share option scheme BiRiEstE

— value of services provided — ERERBOEE

(note 10) (F35E10) - - - 13,700 - - 13,700 13,700

— exercised share option — BITfFERE

(note 25(a)) (PFE25() 679 7,671 - - - - 7,671 8,350
Total transaction with owners BERANRHER 679 7,671 - 13,700 - - 21371 22,050
Balance at R=B-Z%

31 December 2013 t-A=t-BWEH 104,452 1,237,947  (414,978) 34,073 98,303 1,027,325 1,982,670 2,087,122
For the year ended HE-%--f

31 December 2012 +TZA=t+-ALEE
Balance at 1 January 2012 R-T——%-F-H

oFe:s 103,773 1,230,276 (414,978) - 64,257 617,826 1,497,381 1,601,154
Comprehensive income 2EME
Profit for the year EREF - - - - - 182,959 182,959 182,959
Other comprehensive income Htt2EWhE
Exchange differences arising on BEBINBAR

translation of the financial HBRREEN

statements of foreign subsidiaries EHES - - - - 6,348 - 6,348 6,348
Total comprehensive income 2EKREE - - - - 6348 182959 189307 189,307
Transaction with owners HERANRS
Share option scheme — value of EiEstE

services provided (note 10) — DRERBHER

(HizE10) - - - 20,373 - - 20,373 20,373
Balance at RZB-=%

31 December 2012 t+ZA=t-BW4EH 103,773 1,230,276 (414,978 20,373 70,605 800,785 1,707,061 1,810,834
The notes on pages 67 to 135 are an integral part of these consolidated 55 67 & 135 B 89 Mt 31 Jh 4z & B 76 R 3% 49 H = &0
financial statements. e
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Consolidated Cash Flow Statement
GOIRERSEEXR

Year ended 31 December

BE+-—A=+—BHLEE

2013 2012
—ZF—= —E——fF
Notes HK$'000 HK$'000
Bt aE FET FET

Cash flows from operating activities L X(BHNRERE
Cash generated from operations KETSIRE 29(a) 333,557 230,632
Hong Kong profits tax paid ERNBEBENEH (21,366) (12,684)
PRC income tax paid AR EIATEH (20,674) (15,960)
Net cash generated from A IRE F5

operating activities 291,517 201,988
Cash flows from investing activities REFENRERE
Purchase of financial assets BETT A RAEER

through profit or loss SRIEE (1,608) (8,386)
Purchase of property, BEWE  BELEE

plant and equipment (1,406) (2,762)
Interest received B S 14,508 12,034
Disposal of financial assets at fair value HEZRAFEFEBLEEH

through profit or loss FFABMSEENEREE 11,968 -
Net cash generated from WEEBMSRE 558

investing activities 23,462 886
Cash flows from financing activities BEEFENHRESRE
Proceeds from issuance of share TRITP RS AR B 1T D

in connection with exercise of ZIECE

share options 8,350 -
Net cash generated from BEEB TS

financing activities REF5E 8,350 -
Net increase in cash and RERBEEEYHIEMFELRE

cash equivalents 323,329 202,874
Exchange gains on cash and Re MRS EEBYRE

cash equivalents 16,652 3,261
Cash and cash equivalents at FUREMREEFEY

beginning of the year 1,358,426 1,152,291
Cash and cash equivalents at end FRBERESEEY

of the year 23 1,698,407 1,358,426

The notes on pages 67 to 135 are an integral part of these consolidated

financial statements.
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Notes to the Consolidated

Financial Statements
fr O B F5 #R R Bft 51

GENERAL INFORMATION

PAX Global Technology Limited (the “Company”) is an
investment holding company and together with its subsidiaries
(collectively referred to as the “Group”) are principally engaged
in the development and sale of electronic funds transfer point-of-
sale ("EFT-POS”) products and provision of related services
(collectively, the “EFT-POS terminal solutions business”).

The Company is a limited liability company incorporated in
Bermuda. The Company was listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) on
20 December 2010. The address of its registered office is
Clarendon House, 2 Church Street, Hamilton HM 11, Bermuda.

These financial statements are presented in thousands of units of
Hong Kong dollars (HK$'000), unless otherwise stated. These
financial statements have been approved for issue by the Board
of Directors on 6 March 2014.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The principal accounting policies applied in the preparation of
these consolidated financial statements are set out below. These
policies have been consistently applied to all the years presented,
unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of the Company have
been prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs") issued by The Hong Kong
Institute of Certified Public Accountants. The consolidated
financial statements have been prepared under the
historical cost convention, as modified by the revaluation of
financial assets at fair value through profit or loss.

The preparation of financial statements in conformity with
HKFRSs requires the use of certain critical accounting
estimates. It also requires management to exercise its
judgment in the process of applying the Group’s accounting
policies. The areas involving a higher degree of judgment or
complexity, or areas where assumptions and estimates are
significant to the consolidated financial statements are
disclosed in note 4.

—RER
AEREBEBRARTARA]D A—
MIEEZERAR  EREMNBA R (5HE
[AEE]) T EXRETHBRBEES T
$5E B ([EFT-POS ) £ fo I 1R 40 B AR 75
(5578 [EFT-POS £ m i iR IR T TR ETS ) -

RARla—REaRETIMRIHBRE
ERAR] e RRARIRZZ—TF+A=+
AERBHERZAAER AR ([HZAM])
FWRET - ARAIFMRERAMU R
Clarendon House, 2 Church Street,
Hamilton HM 11, Bermuda °
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Notes to the Consolidated
Financial Statements
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UMMARY OF SIGNIFICANT ACCOUNTING

OLICIES (continued)

.1 Basis of preparation (continued)
2.1.1 Changes in accounting policy and disclosures
(@ New and amended standards adopted by the

Group

There are no new and amended standards to
existing HKFRS that are effective for the Group’s
accounting year commencing 1 January 2013
that could be expected to have a material

impact on the Group.

(b) New standards and interpretations not yet

adopted

A number of new standards and amendments
to standards and interpretations are effective
for annual periods beginning after 1 January
2013, and have not been applied in preparing
these consolidated financial statements. None
of these is expected to have a significant effect
on the consolidated financial statements of the
Group, except the following set out below:

— HKFRS 9,

‘Financial instruments’,

addresses the classification, measurement
and recognition of financial assets and
financial liabilities. HKFRS 9 was issued in
November 2009 and October 2010. It
replaces the parts of HKAS 39 that relate
to the classification and measurement of
financial instruments. HKFRS 9 requires
financial assets to be classified into two
measurement categories: those measured
as at fair value and those measured at
amortised cost. The determination is
made at initial recognition. The
classification depends on the entity’s
business model for managing its financial
instruments and the contractual cash flow
characteristics of the instrument. For
financial liabilities, the standard retains
most of the HKAS 39 requirements. The
main change is that, in cases where the
fair value option is taken for financial
liabilities, the part of a fair value change
due to an entity’s own credit risk is
recorded in other comprehensive income
rather than the income statement, unless
this creates an accounting mismatch. The
Group is yet to assess HKFRS 9's full
impact and intends to adopt HKFRS 9 no
later than the accounting period
beginning on or after 1 January 2015.
The Group will also consider the impact
of the remaining phases of HKFRS 9 when
completed by the Board.
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Notes to the Consolidated
Financial Statements
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2
POLICIES (continued)
2.1 Basis of preparation (continued)
2.1.1 Changes in accounting policy and disclosures
(continued)
(b) New standards and interpretations not yet
adopted (continued)

—  HK(IFRIC) 21, "Levies’, sets out the
accounting for an obligation to pay a levy
that is not income tax. The interpretation
addresses what the obligating event is
that gives rise to pay a levy and when
should a liability be recognised. The
Group is not currently subjected to
significant levies so the impact on the
Group is not material.

There are no other HKFRS or HK(IFRIC)
interpretations that are not yet effective that
would be expected to have a material impact
on the Group.

2.2 Consolidation and combination
2.2.1 Subsidiaries

A subsidiary is an entity (including a structured entity)
over which the group has control. The group controls
an entity when the group is exposed to, or has rights
to, variable returns from its involvement with the
entity and has the ability to affect those returns
through its power over the entity. Subsidiaries are
consolidated from the date on which control is
transferred to the group. They are deconsolidated
from the date that control ceases.
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Notes to the Consolidated
Financial Statements
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

2.2 Consolidation and combination (continued)
2.2.1 Subsidiaries (continued)

(@)

Business combination

The Group applies the acquisition method to
account for business combinations. The
consideration transferred for the acquisition of
a subsidiary is the fair values of the assets
transferred, the liabilities incurred to the former
owners of the acquiree and the equity interests
issued by the Group. The consideration
transferred includes the fair value of any asset
or liability resulting from a contingent
consideration arrangement. Identifiable assets
acquired and liabilities and contingent liabilities
assumed in a business combination are
measured initially at their fair values at the
acquisition date. The Group recognises any
non-controlling interest in the acquiree on an
acquisition-by-acquisition basis, either at fair
value or at the non-controlling interest’s
proportionate share of the recognised amounts
of acquiree’s identifiable net assets.

Acquisition-related costs are expensed as
incurred.

If the business combination is achieved in
stages, the acquisition date carrying value of
the acquirer’s previously held equity interest in
the acquiree is re-measured to fair value at the
acquisition date; any gains or losses arising from
such re-measurement are recognised in the
consolidated income statement.

Any contingent consideration to be transferred
by the Group is recognised at fair value at the
acquisition date. Subsequent changes to the
fair value of the contingent consideration that is
deemed to be an asset or liability is recognised
in accordance with HKAS 39 either in profit or
loss or as a change to other comprehensive
income. Contingent consideration that is
classified as equity is not remeasured, and its
subsequent settlement is accounted for within
equity.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

2.2 Consolidation and combination (continued)
2.2.1 Subsidiaries (continued)

(a)

(b)

Business combination (continued)

The excess of the consideration transferred, the
amount of any non-controlling interest in the
acquiree and the acquisition-date fair value of
any previous equity interest in the acquiree over
the fair value of the identifiable net assets
acquired is recorded as goodwill. If the total of
consideration transferred, non-controlling
interest recognised and previously held interest
measured is less than the fair value of the net
assets of the subsidiary acquired in the case of a
bargain purchase, the difference is recognised
directly in the income statement.

Intra-group transactions, balances and
unrealised gains on transactions between group
companies are eliminated. Unrealised losses are
also eliminated. When necessary, amounts
reported by subsidiaries have been adjusted to
conform with the group’s accounting policies.

Changes in ownership interests in subsidiaries
without change of control

Transactions with non-controlling interests that
do not result in loss of control are accounted
for as equity transactions — that is, as
transactions with the owners in their capacity as
owners. The difference between fair value of
any consideration paid and the relevant share
acquired of the carrying value of net assets of
the subsidiary is recorded in equity. Gains or
losses on disposals to non-controlling interests
are also recorded in equity.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

2.2 Consolidation and combination (continued)
2.2.1 Subsidiaries (continued)

(c)  Disposal of subsidiaries

When the Group ceases to have control, any
retained interest in the entity is re-measured to
its fair value at the date when control is lost,
with the change in carrying amount recognised
in the consolidated income statement. The fair
value is the initial carrying amount for the
purposes of subsequently accounting for the
retained interest as an associated company,
joint venture or financial asset. In addition, any
amounts previously recognised in other
comprehensive income in respect of that entity
are accounted for as if the Group had directly
disposed of the related assets or liabilities. This
may mean that amounts previously recognised
in other comprehensive income are reclassified
to the consolidated income statement.

2.2.2 Separate financial statements

Investments in subsidiaries are accounted for at cost
less impairment. Cost also includes direct attributable
cost of investment. The results of subsidiaries are
accounted for by the Company on the basis of
dividend and receivable.

Impairment testing of the investments in subsidiaries
is required upon receiving dividends from these
investments if the dividend exceeds the total
comprehensive income of the subsidiary in the period
the dividend is declared or if the carrying amount of
the investment in the separate financial statements
exceeds the carrying amount in the consolidated
financial statements of the investee’s net assets
including goodwill.

2.3 Segment reporting
Operating segments are reported in a manner consistent
with the internal reporting provided to the chief operating
decision-maker. The chief operating decision-maker, who is
responsible for allocating resources and assessing
performance of the operating segments, has been identified
as the Executive Directors that make strategic decisions.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.4 Foreign currency translation

(a)

(b)

(o)

Functional and presentation currency

Iltems included in the consolidated financial
statements of each of the Group’s entities are
measured using the currency of the primary economic
environment in which the entity operates or the
currency in which funds from financing activities are
generated (the “functional currency”). The
consolidated financial statements are presented in
HK$, which is the Company’s functional currency and
the Group’s presentation currency.

Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates
prevailing at the dates of the transactions or valuation
where items are remeasured. Foreign exchange gains
and losses resulting from the settlement of such
transactions and from the translation at year-end/
period-end exchange rates of monetary assets and
liabilities denominated in foreign currencies are
recognised in the consolidated income statement.

Translation differences on non-monetary financial
assets and liabilities such as equities held at fair value
through profit or loss are recognised in profit or loss
as part of the fair value gain or loss. Translation
differences on non-monetary financial assets, such as
equities classified as available for sale, are included in
other comprehensive income.

Group companies

The results and financial position of all the Group
entities (none of which has the currency of a
hyperinflationary economy) that have a functional
currency different from the presentation currency are
translated into the presentation currency as follows:

(i) assets and liabilities for each balance sheet
presented are translated at the closing rate at
the date of that balance sheet;
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.4 Foreign currency translation (continued)

(c) Group companies (continued)

(i) income and expenses for each income
statement are translated at average exchange
rates (unless this average is not a reasonable
approximation of the cumulative effect of the
rates prevailing on the transaction dates, in
which case income and expenses are translated
at the rate on the dates of the transactions);
and

(iiiy  all resulting currency translation differences are
recognised as a separate component of equity.

On consolidation, currency translation differences
arising from the translation of the net investment in
foreign entities are taken to other comprehensive
income. When a foreign operation is sold, currency
translation differences that were recorded in equity
are recognised in the consolidated income statement
as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at
the closing rate.

2.5 Property, plant and equipment

74

All property, plant and equipment are stated at historical
cost less depreciation and impairment losses. Historical cost
includes expenditure that is directly attributable to the
acquisition of the items.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the
cost of the item can be measured reliably. All other repairs
and maintenance are expensed in the consolidated income
statement during the financial period in which they are
incurred.

PAX GLOBAL TECHNOLOGY LIMITED e ANNUAL REPORT 2013

2

FESHEEHRE @)

2.4

2.5

SNEIRE (1)
(0 HKEXRE)

(i)  BRFEROBRARZH
BREFOERRE
(MEREFIEL IFZ S
XHBMBITERAR
ERMROEENHR
Sh o FEREIER T - WA
Kz i 5 A HE
T;E) R

(i) FIBEEDEZEEERAE
fER#E=EE °

AHEAR REREINE
BOKREFHEMELENE
At ARMEERA - HE
BONETSEY - B AR A IE
REBERGARARERRS
HEWRREEN— & -

WS EREENBER
ATEBRRALENES
MEEMA R LRRTE
IR -

FBEME - BE &R ERE LKA
BATE MR E R B AR o B2 KA
BREEGELSHEEEREERX -

i3

ST B A B A9 R R AS A R 5 AT R
MAREE - ARIABKARER 5
AHER . HERKAT 2 AEED
FHEXERRBILEE(WE
R) - BEHMEERREERE
ERB R R RS W R o



Notes to the Consolidated
Financial Statements

&= A\

B 5 ¥R R Bl X

ll‘H- \O R

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.5

2.6

Property, plant and equipment (continued)

Depreciation of property, plant and equipment is calculated

using the straight-line method to allocate cost to their

residual values over their estimated useful lives, as follows:

Buildings 5%-10%

20% or over lease
terms, whichever
is shorter

Leasehold improvements

Office furniture and equipment  18%-25%

Plant and equipment 9%-25%

Motor vehicles 18%—-25%
The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately to
its recoverable amount if the asset’'s carrying amount is
greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing
the proceeds with the carrying amount and are recognised
within administrative expenses in the consolidated income
statement.

Leasehold land

Leasehold land is stated at cost less accumulated
amortisation and impairment losses. Cost represents
upfront prepayments made for the rights to use the land
for periods varying from 10 to 50 years. Amortisation of
leasehold land is expensed in the consolidated income
statement on a straight-line basis over the period of the
lease or when there is impairment, the impairment is
expensed in the consolidated income statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.7 Impairment of investments in a subsidiary and

non-financial assets

Assets are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount
may not be recoverable. An impairment loss is recognised
for the amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable amount is
the higher of an asset’s fair value less costs to sell and value
in use. For the purposes of assessing impairment, assets are
grouped at the lowest levels for which there are separately
identifiable cash flows (cash-generating units). Non-financial
assets other than goodwill that suffered an impairment are
reviewed for possible reversal of the impairment at each

balance sheet date.

Impairment testing of the investments in subsidiaries is
required upon receiving dividends from these investments if
the dividend exceeds the total comprehensive income of
the subsidiary or associate in the period the dividend is
declared or if the carrying amount of the investment in the
separate financial statements exceeds the carrying amount
in the consolidated financial statements of the investee’s

net assets including goodwill.

2.8 Financial assets
2.8.1 Classification

The Group classifies its financial assets in the
following categories: at fair value through profit or
loss and loans and receivables. The classification
depends on the purpose for which the financial assets
were acquired. Management determines the
classification of its financial assets at initial

recognition.

(@)  Financial assets at fair value through profit or

loss

Financial assets at fair value through profit or
loss are financial assets held for trading. A
financial asset is classified in this category if
acquired principally for the purpose of selling in
the short term. Derivatives are also categorised
as held for trading unless they are designated
as hedges. Assets in this category are classified
as current assets if expected to be settled within
12 months; otherwise, they are classified as

non-current.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
2.8 Financial assets (continued)
2.8.1 Classification (continued)

(b)  Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. They are included in current assets,
except for those that are not expected to be
realised within the normal operating cycle of
the EFT-POS terminal solutions business. These
are classified as non-current assets. Loans and
receivables include trade and bills receivables,
deposits and other receivables, restricted cash
and cash at bank and on hand in the
consolidated balance sheet (Notes 2.12 and
2.13).

2.8.2 Recognition and measurement

Regular way purchases and sales of financial assets
are recognised on the trade-date — the date on
which the Group commits to purchase or sell the
asset. Investments are initially recognised at fair value
plus transaction costs for all financial assets not
carried at fair value through profit or loss. Financial
assets carried at fair value through profit or loss are
initially recognised at fair value, and transaction costs
are expensed in the consolidated income statement.
Financial assets are derecognised when the rights to
receive cash flows from the investments have expired
or have been transferred and the Group has
transferred substantially all risks and rewards of
ownership. Financial assets at fair value through profit
or loss are subsequently carried at fair value. Loans
and receivables are subsequently carried at amortised
cost using the effective interest method.

2.9 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount
reported in the balance sheet when there is a legally
enforceable right to offset the recognised amounts and
there is an intention to settle on a net basis or realise the
asset and settle the liability simultaneously.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.10 Impairment of financial assets

Assets carried at amortised cost

The Group assesses at the end of each reporting period
whether there is objective evidence that a financial asset or
group of financial assets is impaired. A financial asset or a
group of financial assets is impaired and impairment losses
are incurred only if there is objective evidence of
impairment as a result of one or more events that occurred
after the initial recognition of the asset (a ‘loss event’) and
that loss event (or events) has an impact on the estimated
future cash flows of the financial asset or group of financial

assets that can be reliably estimated.

Evidence of impairment may include indications that the
debtors 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 where
observable data indicate that there is a measurable decrease
in the estimated future cash flows, such as changes in
arrears or economic conditions that correlate with defaults.

For loans and receivables category, 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 (excluding future credit losses that have not been
incurred) discounted at the financial asset’s original
effective interest rate. The carrying amount of the asset is
reduced and the amount of the loss is recognised in the
consolidated income statement. If a loan or held-to-
maturity investment has a variable interest rate, the
discount rate for measuring any impairment loss is the
current effective interest rate determined under the
contract. As a practical expedient, the Group may measure
impairment on the basis of an instrument’s fair value using

an observable market price.

If, in a subsequent period, the amount of the impairment
loss decreases and the decrease can be related objectively
to an event occurring after the impairment was recognised
(such as an improvement in the debtor’s credit rating), the
reversal of the previously recognised impairment loss is

recognised in the consolidated income statement.

Impairment testing of trade and other receivables is

described in note 2.12.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.11 Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the weighted average
method. The cost of finished goods and work in progress
comprises raw materials and related production overheads
(based on normal operating capacity). Net realisable value is
the estimated selling price in the ordinary course of
business, less applicable variable selling expenses.

2.12 Trade, bills and other receivables

Trade, bills and other receivables including retention money
receivables are recognised initially at fair value and
subsequently measured at amortised cost using the
effective interest method, less allowance for impairment.
An allowance for impairment of trade, bills and other
receivables is established when there is objective evidence
that the Group will not be able to collect all amounts due
according to the original terms of the receivables.
Significant financial difficulties of the debtor, probability
that the debtor will enter bankruptcy or financial
reorganisation and default or delinquency in payments are
considered indication that the receivable is impaired. The
amount of the allowance is the difference between the
asset’s carrying amount and the present value of estimated
future cash flows, discounted at the original effective
interest rate. The carrying amount of the assets is reduced
through the use of an allowance account, and the amount
of the loss is recognised in the consolidated income
statement within administrative expenses. When a trade
receivable is uncollectible, it is written off against the
allowance account for trade receivables. Subsequent
recoveries of amounts previously written off are credited
against administrative expenses in the consolidated income
statement.

2.13 Cash at bank and on hand

Cash at bank and on hand include cash in hand and
deposits held at call with banks with original maturities of
three months or less.

2.14 Share capital

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net of
tax, from the proceeds.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.15 Trade payables

Trade payables are obligations to pay for goods or services
that have been acquired in the ordinary course of business
from suppliers. Accounts payable are classified as current
liabilities if payment is due within one year or less (or in the
normal operating cycle of the business if longer). If not,
they are presented as non-current liabilities.

Trade payables are recognised initially at fair value and
subsequently measured at amortised cost using the
effective interest method.

2.16 Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Transaction costs are incremental
costs that are directly attributable to the acquisition and
issue of borrowings including fees and commissions paid to
agents, advisers, brokers and dealers, levies by regulatory
agencies and securities exchanges, and transfer taxes and
duties. Borrowings are subsequently stated at amortised
cost; any difference between the proceeds (net of
transaction costs) and the redemption value is recognised in
the consolidated income statement over the period of the
borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of the
liability for at least 12 months after the balance sheet date.

2.17 Borrowing costs

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

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

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

2.18 Current and deferred income tax

80

The tax expense for the year comprises current and deferred
tax. Tax is recognised in the consolidated income statement,
except to the extent that it relates to items recognised
directly in other comprehensive income or directly in equity.
In this case, the tax is also recognised in other
comprehensive income or directly in equity, respectively.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.18 Current and deferred income tax (continued)

The current income tax charge is calculated on the basis of
the tax laws enacted or substantively enacted at the balance
sheet date in the countries where the Company and the
Company’s subsidiaries operate and generate taxable
income. Management periodically evaluates positions taken
in tax returns with respect to situations in which applicable
tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.

Deferred income tax is recognised, using the liability
method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in
the consolidated financial statements. However, the
deferred income tax is not accounted for if it arises from
initial recognition of an asset or liability in a transaction
other than a business combination that at the time of the
transaction affects neither accounting nor taxable profit or
loss. Deferred income tax is determined using tax rates (and
laws) that have been enacted or substantively enacted by
the balance sheet date and are expected to apply when the
related deferred income tax asset is realised or the deferred
income tax liability is settled.

Deferred income tax assets are recognised to the extent
that it is probable that future taxable profit will be available
against which the temporary differences can be utilised.

Deferred income tax liabilities are provided on taxable
temporary differences arising from investments in
subsidiaries, except for deferred income tax liability where
the timing of the reversal of the temporary difference is
controlled by the Group and it is probable that the
temporary difference will not reverse in the foreseeable
future. Generally the group is unable to control the reversal
of the temporary difference for associates. Only where
there is an agreement in place that gives the group the
ability to control the reversal of the temporary difference
not recognised.

Deferred income tax assets are recognised on deductible
temporary differences arising from investments in
subsidiaries, associates and joint arrangements only to the
extent that it is probable the temporary difference will
reverse in the future and there is sufficient taxable profit
available against which the temporary difference can be
utilised.

2

FTESHHEME»)
2.18 EHARIELEFEH (&)

BEHRERXEREBEA DR RAR
BB AR ZERELRERTULA
MBERRNEER S RAIEE R M
MBREEDIETE - EEELERN
EEDI R B PT AR R 1500 E B AT (4
BRRMN - UEERBRTRE
TEHAZB A B 75 1 B S AT O B RER OE
B -

BEMGBHRIREERBENRE
EWEERABENE HUBRE
THEREEMENEREZE L&
BEIERER » AT - WREPTISTRTD
EEARR S (RHA RN - T
BERNZZY BT E R HERN
AR - AN &SR o IRIEFT
BHRIAREE RS EREEHIE
MB R (ROER)) BE - WIRMRE
BRAMBERSHEENERERLT
PRSI B ERER -

BIEFTSH A ENE RRERTL
MR RIER S E R 25007 TIARER

FEBERMBARKREEENER
ME R ZRIFLIERTEPSH A AR
B BB SEHAER S A
5 1B AT 4% i) 5% B 5% B E RR A B
A B EREENAIEL R
BT EEEABAIN - —fRME
ARER B AR I B OB 2 R R iy
ERNERE ENEHERTAE
] B 7 45 1) 8 () R B RRVED B R
BIoN

AR EMB LR - BE AR RER
22 PR 2 A H) R 0B D By 2 RR AR R
RBEFAEHEE  EHERFZR
AR AT - BB TR R
I A B B E R ZFRIRRID -

BERKRMEERARF ¢« —T—=FF# 81



Notes to the Consolidated

Financial Statements

= /A
NS

2

82

B 5 ¥R R Bl X

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

2.18 Current and deferred income tax (continued)
Deferred income tax assets and liabilities are offset when
there is a legally enforceable right to offset current tax
assets against current tax liabilities and when the deferred
income tax assets and liabilities relate to income taxes levied
by the same taxation authority on either the taxable entity
or different taxable entities where there is an intention to
settle the balances on a net basis.

2.19 Employee benefits

(a)

(b)

Employee leave entitlements

Employee entitlements to annual leave are recognised
when they accrue to employees. A provision, where
appropriate, is made for the estimated liability for
annual leave as a result of services rendered by
employees up to the balance sheet date.

Employee entitlements to sick leave and maternity
leave are not recognised until the time of leave.

Pension obligations

The Group operates a defined contribution
Mandatory Provident Fund retirement benefits
scheme (the “Pension Scheme”) set up pursuant to
the Mandatory Provident Fund Schemes Ordinance,
for all of its employees in Hong Kong. Contributions
are made based on a percentage of the employees’
basic salaries and are charged to the consolidated
income statement as they become payable in
accordance with the rules of the Pension Scheme. The
assets of the Pension Scheme are held separately
from those of the Group in an independently
administrated fund. The Group's employer
contributions vest fully with the employees when
contributed to the Pension Scheme, except for the
Group's employer voluntary contributions, which are
refunded to the Group when the employee leaves
employment prior to vesting fully in the contributions,
in accordance with the rules of the Pension Scheme.

The Group has no further payment obligations once
the contributions have been paid. The contributions
are recognised as an employee benefit expense when
they are due and are reduced by contributions
forfeited by those employees who leave the scheme
prior to vesting fully in the contributions. Prepaid
contributions are recognised as an asset to the extent
that a cash refund or a reduction in the future
payments is available.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.19 Employee benefits (continued)

(b)

(0

Pension obligations (continued)

In addition, pursuant to the government regulations
in the People’s Republic of China (the "PRC"), the
Group is required to contribute an amount to certain
retirement benefit schemes based on approximately
7% to 20% of the wages for the year/period of those
employees in the PRC. The local municipal
government undertakes to assume the retirement
benefits obligations of those employees of the Group.
Contributions to these retirement benefits schemes
are charged to the consolidated income statement as
incurred.

Profit sharing and bonus plans

The Group recognises a liability and an expense for
bonuses and profit-sharing, based on a formula that
takes into consideration the profit attributable to the
Company’s shareholders after certain adjustments.
The Group recognises a provision where contractually
obliged or where there is a past practice that has
created a constructive obligation.

2.20 Share-based payments

(a)

Equity-settled share based payment transactions

The Group operates an equity-settled, share-based
compensation plan, under which the entity receives
services from employees as consideration for equity
instruments (options) of the Group. The fair value of
the employee services received in exchange for the
grant of the options is recognised as an expense. The
total amount to be expensed is determined by
reference to the fair value of the options granted:

o including any market performance conditions;

o excluding the impact of any service and non-
market performance vesting conditions (for
example, remaining an employee of the entity
over a specified time period); and

o including the impact of any non-vesting
conditions.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.20 Share-based payments (continued)

(a)

(b)

Equity-settled share based payment transactions
(continued)

Non-market performance and service conditions are
included in assumptions about the number of options
that are expected to vest. The total expense is
recognised over the vesting period, which is the
period over which all of the specified vesting
conditions are to be satisfied.

In addition, in some circumstances employees may
provide services in advance of the grant date and
therefore the grant date fair value is estimated for the
purposes of recognising the expense during the
period between service commencement period and
grant date.

At the end of each reporting period, the Group
revises its estimates of the number of options that are
expected to vest based on the non-marketing
performance and service conditions. It recognises the
impact of the revision to original estimates, if any, in
the income statement, with a corresponding
adjustment to equity.

When the options are exercised, the Company issues
new shares. The proceeds received net of any directly
attributable transaction costs are credited to share
capital (nominal value) and share premium.

Share-based payment transactions among group
entities

The grant by the Company of options over its equity
instruments to the employees of subsidiaries
undertakings in the Group is treated as a capital
contribution. The fair value of employee services
received, measured by reference to the grant date fair
value, is recognised over the vesting period as an
increase to investment in subsidiary undertakings,
with a corresponding credit to equity in the parent
entity accounts.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.21 Provisions

Provisions are recognised when the Group has a present
legal or constructive obligation as a result of past events; it
is probable that an outflow of resources will be required to
settle the obligation; and the amount has been reliably
estimated.

Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a
whole. A provision is recognised even if the likelihood of an
outflow with respect to any one item included in the same
class of obligations may be small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market
assessments of the time value of money and the risks
specific to the obligation. The increase in the provision due
to passage of time is recognised as interest expense.

2.22 Revenue recognition

Revenue comprises the fair value of the consideration
received or receivable for the sale of goods in the ordinary
course of the Group’s activities. Revenue is shown net of
value-added tax, returns, rebates and discounts and after
eliminating sales within the Group.

The Group recognises revenue when the amount of
revenue can be reliably measured, it is probable that future
economic benefits will flow to the entity and when specific
criteria have been met for each of the Group’s activities as
described below. The Group bases its estimates on historical
results, taking into consideration the type of customer, the
type of transaction and the specifics of each arrangement.

(a) Sales of goods
Sales of goods are recognised when a group entity
has delivered products to the customer, the customer
has accepted the products and collectibility of the
related receivables, including retention money
receivables, is reasonably assured.

(b) Provision of service

Revenue from fixed-price contracts is generally
recognised in the period in which the services are
provided, using the straight-line basis over the terms
of contracts.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.22 Revenue recognition (continued)
() Interestincome
Interest income is recognised on a time-proportion
basis using the effective interest method.

2.23 Leases (as the lessee for operating leases)
Leases in which a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under
operating leases (net of any incentives received from the
lessor) are charged in the consolidated income statement
on a straight-line basis over the period of the lease.

2.24 Value added tax refund
Value added tax refund are recognised in other income in
the consolidated income statement when there is a
reasonable assurance that the refund will be received which
generally occurs upon the receipt of the approval of tax
refund from the local tax bureau.

2.25 Government grants
Grants from the government are recognised in “other
income” in the consolidated income statement at their fair
value where there is a reasonable assurance that the grant
will be received and the Group will comply with all the
attached conditions.

2.26 Research and development

Research expenditure is expensed as incurred. Costs
incurred on development projects (relating to the design
and testing of new or improved products) are recognised as
intangible assets when it is probable that the project will be
a success considering its commercial and technological
feasibility, and costs can be measured reliably. Other
development expenditures are expensed as incurred.
Development costs previously recognised as an expense are
not recognised as an asset in a subsequent period.

2.27 Dividend distribution
Dividend distribution to the Company’s shareholders is
recognised as a liability in the Group'’s financial statements
in the period in which the dividends are approved by the
shareholders or directors, where appropriate.
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FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors
The Group's activities expose it to a variety of financial risks:
foreign exchange risk, price risk, credit risk, liquidity risk
and interest rate risk. The Group’s overall risk management
programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on
the Group's financial performance.

(a)

Foreign exchange risk

The Group's foreign currency transactions are mainly
denominated in Renminbi (“RMB"), HK$, United States
dollar (“US$") and Euro (“EUR"). The majority of assets
and liabilities are denominated in RMB, HK$ and US$,
and there are no significant assets and liabilities
denominated in other currencies. The Group is subject
to foreign exchange rate risk arising from future
commercial transactions and recognised assets and
liabilities which are denominated in a currency other
than HK$, RMB or US$, which are the functional
currencies of the major operating companies within
the Group. The Group currently does not hedge its
foreign currency exposure.

The management considers the foreign exchange risk
with respect to US$ is not significant as HK$ is
pegged to US$ and transactions denominated in US$
are mainly carried out by entities with the same
functional currency. The exchange rate of RMB to
HK$ is subject to the rules and regulations of foreign
exchange control promulgated by the PRC
government. The Group manages its foreign currency
risk by closely monitoring the movement of the
foreign currency rates.

For companies with HK$ as their functional currency

As at 31 December 2013, if RMB had weakened/
strengthened by 5% against HK$ with all other
variables held constant, profit for the year and equity
of the Group would have been approximately
HK$8,689,000 (2012: HK$1,075,000) lower/higher,
respectively, mainly as a result of the foreign
exchange difference on translation of RMB
denominated cash at bank and on hand and the
current account with related parties.
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FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)

(a)

Foreign exchange risk (continued)

As at 31 December 2013, if EUR had weakened/
strengthened by 5% against HK$ with all other
variables held constant, profit for the year and equity
of the Group would have been approximately
HK$1,000 (2012: HK$26,000) lower/higher,
respectively, mainly as a result of the foreign
exchange difference on translation of EUR
denominated cash at bank and on hand.

For the company with RMB as its functional currency

As at 31 December 2013, if HK$ had weakened/
strengthened by 5% against RMB with all other
variables held constant, profit for the year and equity
of the Group would have been approximately
HK$2,457,000 (2012: HK$2,698,000) lower/higher,
respectively, mainly as a result of the foreign
exchange difference on translation of HK$
denominated cash at bank and on hand and the
current account with related parties.

As at 31 December 2013, if US$ had weakened/
strengthened by 5% against RMB with all other
variables held constant, profit for the year and equity
of the Group would have been approximately
HK$5,000 lower/higher (2012: HK$1,000 higher/
lower), respectively, mainly as a result of the foreign
exchange difference on translation of US$
denominated cash at bank and on hand and the
current account with related parties.
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3

FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)

(b)

(9]

Price risk

The Group is exposed to equity securities price risk
because investment held by the Group is classified on
the consolidated balance sheet as fair value through
profit or loss. The Group is not exposed to commodity
price risk. To manage its price risk arising from
investments in equity securities. Investment decision is
made in accordance with the guideline and limits set
by the Executive Directors.

Credit risk

The Group is exposed to credit risk in relation to its
trade, bills and other receivables, financial assets at
fair value through profit or loss, restricted cash and
deposits with banks.

The carrying amounts of trade, bills and other
receivables, financial assets at fair value through profit
or loss, restricted cash and deposits with banks
represent the Group’s maximum exposure to credit
risk in relation to financial assets.

To manage this risk, deposits of the Group are mainly
placed with state-owned financial institutions and
reputable banks. The Group has policies in place to
ensure that sales are made to reputable and
creditworthy customers with an appropriate financial
strength, credit history and an appropriate percentage
of down payments. It also has other monitoring
procedures to ensure that follow-up action is taken to
recover overdue debts. In addition, the Group reviews
regularly the authorisation of credit limits to individual
customers and recoverable amount of each individual
trade receivables to ensure that adequate impairment
losses are made for irrecoverable amounts.
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FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)

(9]

(d)

Credit risk (continued)

The Group has concentration of credit risk. Sales of
goods and services to the top five customers
constituted 39.3% (2012: 40.4%) of the Group's
revenue for the year ended 31 December 2013. They
accounted for approximately 48.1% (2012: 66.2%)
of the gross trade receivable balances as at 31
December 2013. Collections of outstanding receivable
balances are closely monitored on an ongoing basis
to minimise such credit risk.

Liquidity risk

With prudent liquidity risk management, the Group
aims to maintain sufficient cash at bank and on hand
and ensure the availability of funding through an
adequate amount of available financing, including
short-term bank borrowings. Due to the dynamic
nature of the underlying businesses, the Group's
finance department maintains flexibility in funding by
maintaining adequate amount of cash at bank and
on hand and flexibility in funding through having
available sources of financing.

Surplus cash held by the operating entities over and
above the balance required for working capital
management are transferred to interest bearing bank
deposits with appropriate maturities to manage its
overall liquidity position. As at 31 December 2013,
the Group maintained cash at bank and on hand
of approximately HK$1,698,407,000 (2012:
HK$1,358,426,000), that are expected to be readily
available and sufficient to meet the cash outflows of
its financial liabilities, hence, management considers
that Group’s exposure to liquidity risk is not
significant.
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FINANCIAL RISK MANAGEMENT (continued) 3

3.1 Financial risk factors (continued)

(d)

Liquidity risk (continued)

The table below analyses the Group and the
Company’s non-derivative financial liabilities into
relevant maturity grouping based on the remaining
period at the balance sheet date to the contractual
maturity date. The amounts disclosed in the table are
the contractual undiscounted cash flows. Balances
due within 12 months equal their carrying values as
the impact of discounting is not significant.

BERBER @)
3.1 B¥EREBREZEE)
(d) FEBELEB(E)

TRIBEEERHTHEE
BHEHBERON - SARE
BEARRHGETES R A
BORBEHINBMAARN T
RITBEBROSERELREE
RAESRE NIRRT
BAK BRTZEARE
HREHRESRERAE

Less than
1 year Total
DPR—F et
HK$'000 HK$'000
FET FHET
Group rEH
At 31 December 2013 RIE—=4F
+=—A=+—H
Trade payables FERTAR K 445,541 445,541
Other payables and accruals H{th B BRI FE 5T 5008 41,475 41,475
Total Bzt 487,016 487,016
At 31 December 2012 RZZE—ZF
+ZA=+—8
Trade payables FEfTERER 224,879 224,879
Other payables and accruals H i AT RN FE ST 0E 31,697 31,697
Total Bt 256,576 256,576
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3 FINANCIAL RISK MANAGEMENT (continued) 3 HXERER®
3.1 Financial risk factors (continued) 3.1 MKEBEEE)
(d) Liquidity risk (continued) d) FEELERE)
Less than
1 year Total
PR—F st
HK$'000 HK$'000
FET FET
Company b NN
At 31 December 2013 RZE—=4F
+=ZA=+—H
Other payables and accruals Hoh e AR SR R FERT RUIA 3,417 3,417
Total Bt 3,417 3,417
At 31 December 2012 R-T—_F
+-A=+—H
Other payables and accruals Hth B BRI BT 70 2,177 2,177
Total 15 2,177 2,177
(e) Interest rate risk (e) FIERER
The income and operating cash flows of the Group REEE AR R B U R 88

92

and the Company are both substantially independent
of changes in market interest rates. Both the Group
and the Company has no significant interest-bearing
assets, except for deposits placed with banks.

As at 31 December 2013, if interest rates on all
interest-bearing bank and cash deposits had been 50
basis points higher/lower with all other variables held
constant, profit for the year and equity of the Group
would have been HK$7,749,000 (2012:
HK$6,687,000) higher/lower respectively, due to
higher/lower interest income earned on the deposits.

As at 31 December 2013, if interest rates on all
interest-bearing bank and cash deposits had been 50
basis points higher/lower with all other variables held
constant, loss for the year and equity of the Company
would have been HK$2,775,000 (2012:
HK$3,402,000) lower/higher respectively, due to
higher/lower interest income earned on the deposits.
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FINANCIAL RISK MANAGEMENT (continued)

3.2

3.3

Capital risk management

The Group regards its shareholders’ equity as capital. The
Group's objectives when managing capital are to safeguard
the Group's ability to continue as a going concern in order
to provide returns for shareholders and benefits for other
stakeholders and to maintain an optimal capital structure to
reduce the cost of capital.

In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new
shares or sell assets to reduce debt.

The Group monitors capital on the basis of the gearing
ratio. This ratio is calculated as total borrowings divided by
total equity. As at 31 December 2012 and 2013, the Group
had no borrowings, the gearing ratio is not applicable.

Fair value estimation

The table below analyses financial instruments carried at
fair value, by valuation method. The different levels have
been defined as follows:

o Quoted prices (unadjusted) in active markets for
identical assets or liabilities (level 1).

o Inputs other than quoted prices included within level
1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived
from prices) (level 2).

o Inputs for the asset or liability that are not based on
observable market data (that is, unobservable inputs)
(level 3).

At 31 December 2013, the Group had no financial
instruments stated at fair value. At 31 December 2012, the
Group had level 1 financial instruments, the fair value of
the financial instruments trade in active markets is based on
quoted market prices at the balance sheet date.
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FINANCIAL RISK MANAGEMENT (continued)

3.3 Fair value estimation (continued)

94

The fair value of financial instruments traded in active
markets is based on quoted market prices at the balance
sheet date. A market is regarded as active if quoted prices
are readily and regularly available from an exchange, dealer,
broker, industry group, pricing service, or regulatory
agency, and those prices represent actual and regularly
occurring market transactions on an arm’s length basis. The
quoted market price used for financial assets is the current
bid price. These instruments are included in level 1.

The fair value of financial instruments that are not traded in
an active market (for example, over-the-counter derivatives)
is determined by using valuation techniques. These
valuation techniques maximise the use of observable
market data where it is available and rely as little as possible
on entity specific estimates. If all significant inputs required
to fair value an instrument are observable, the instrument is
included in level 2.

If one or more of the significant inputs is not based on
observable market data, the instrument is included in level
3.

Specific valuation techniques used to value level 3 financial
instruments include techniques such as discounted cash
flow analysis.

In applying the discounted cash flow technique,
management has taken into account the estimated amount
that the Group would receive to sell the instrument at the
balance sheet date, taking into account current interest
rates and the current credit worthiness of the
counterparties. Where discounted cash flow techniques are
used, estimated future cash flows are based on
management’s best estimates and the discount rate is a
market related rate for a similar instrument at the balance
sheet date.

There were no significant transfers of financial assets
between the fair value hierarchy classifications during the
year.
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4

CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS

Estimates and judgments used in preparing the consolidated
financial statements are evaluated based on historical experience
and other factors, including expectations of future events that are
believed to be reasonable under the circumstances. The Group
makes estimates and assumptions concerning the future. The
resulting accounting estimates will, by definition, seldom equal to
the related actual results. The estimates and assumptions that
may have a significant effect on the carrying amounts of assets
and liabilities within the next financial period are discussed below.

(a)

(b)

(c)

Income taxes and deferred taxation

Significant judgment is required in determining the
provision for income tax. There are many transactions and
calculations for which the ultimate determination is
uncertain during the ordinary course of business. Where
the final tax outcome of these matters is different from the
amounts that were initially recorded, such difference will
impact the income tax and deferred tax provision in the
period in which such determination is made.

Deferred tax assets relating to certain temporary differences
and tax losses are recognised when management considers
it is probable that future taxable profit will be available
against which the temporary differences or tax losses can
be utilised. The outcome of their actual utilisation may be
different.

Provision for inventories

The Group assesses the carrying amounts of inventories in
accordance with their net realisable value which is based on
the realisability of these inventories. Net realisable value for
inventories is determined by reference to management'’s
estimates of the selling price based on prevailing market
conditions, less applicable variable selling expenses. Based
on management’s best estimates, an impairment provision
of HK$10,955,000 was made as at 31 December 2013 (31
December 2012: Nil).

Impairment of receivables

The Group makes provision for impairment of receivables
based on an assessment of the recoverability of the
receivables. Provisions are applied to the receivables where
events or changes in circumstances indicate that the
balances may not be collectible. The identification of
impairment requires the use of judgment and estimates.
Where the expectation is different from the original
estimate, such difference will impact the carrying value of
the receivables and provision for impaired receivables in the
period in which such estimate has been changed.
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REVENUE AND OTHER INCOME 5 WARHEMKA
The Group is principally engaged in the sale of EFT-POS products NEBEE B BHEEFT-POS E f M2
and the provision of related services. Revenue and other income ERRTS - REBFECERNKRARE
recognised during the year were as follows: AT -
Year ended 31 December
BE+-A=1+—HLLEE
2013 2012
—E—= —E——F
HK$'000 HK$'000
FET FHT
Turnover EERE
Sales of electronic payment products HEBTFINER 1,451,801 1,294,871
Provision of electronic payment services  12HE F X RS 20,687 18,459
1,472,488 1,313,330
Other income Hug A
Interest income FBUA 14,805 10,699
Value added tax refund (note (i) REIBER (MEEG) 32,788 16,154
Subsidy income N 535 68
Others Hih 1,947 1,487
50,075 28,408
1,522,563 1,341,738
note (i) The amount represents the Group's entitlement to value added tax refund MiEE() ReBEAERRTENESERBEME
in relation to the sales of self-developed software products in the PRC. il ZF A KIS ERRA
OTHER GAINS — NET 6 Hfttzs — F8
Year ended 31 December
BE+-A=1+—-HLEE
2013 2012
—E—= —_E——
HK$'000 HK$'000
FET FHIT
Fair value gains on financial assets at fair ¥ AF(ExtE B E &8 AKF
value through profit or loss (note 21) HEENEREEN RN FE
Weas (BFEE21) 303 1,671
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7

SEGMENT INFORMATION

The management reviews the Group’s internal reporting in order
to assess performance and allocate resource. The management
has determined the operating segments based on the internal
reports reviewed by the Executive Directors to make strategic
decisions. The Group is principally engaged in the EFT-POS
terminal solutions business, and the management considers that
the Group operates in one single business segment.

The Group primarily operates in Hong Kong, the PRC (China
excluding Hong Kong, Macau and Taiwan) and the United States
of America (the “US”). The management assesses the
performance of the Group from a geographic perspective based
on the locations of the subsidiaries in which revenues are
generated.

The management assesses the performance of the operating
segments based on a measurement of segmental operating
profit/(loss).

EEERMASBEAMBREAFGRAL
DEEIR - BEEERBEANITESEMN
VAR SRR TE R M BR3R 5 T e ¥ 150
18 o AEEE BRI FEFT-POS K imHE AR
TRER  REBEER/AEBEEE—
E R

AEEEERES  HE(FEETRE
B8 RPRAE) REB(EE]) G
%o ERE N AEREERAZ S
ARB B EREEHRE -

ERERBEABRLLE RN, (BHIR) N2
AR D RRE
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98

SEGMENT INFORMATION (continued)

An analysis of the Group’s turnover and results during the year by

segment is as follows:

7 DEER®
REBEERIEHEE DAL
REESFOT -

Year ended 31 December 2013
BE-E-=f+t-A=t-HLEE

Ell ]

PRC,
other than
Hong Kong,
Macau and
Taiwan  Hong Kong US  Elimination Total
HE (B
BAR
2ERM) 5% ELE 156 L]
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TEx TET TR
Turnover from external customers — RENIEFHEESE 1,229,582 217,161 25,745 - 1,472,488
Inter-segment tumover PHEEER 129,027 7,450 = (136,477) =
Total turnover RERXE 1,358,609 224,611 25,745 (136,477) 1,472,488
Segmental earnings/(loss) before  HERFI B -

interest expense, taxes, WE - MER

depreciation and amortisation BEmARN/(58)

("EBITDA") (TEBITDA]) 218,774 54,121 (7,645) 4,670 269,920
Depreciation e (3,149) (69) (506) = (3,724)
Amortisation B (6) = - - (6)
Segmental operating profitilossy ~ HiE&LET]/ (E1B),/

profit/{loss) before income tax BETERAER/ (B8) 215,619 54,052 (8,151) 4,670 266,190
Income tax expense SRS (39,650)
Profit for the year ERRH 226,540
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SEGMENT INFORMATION (continued)

7 DEER®

Year ended 31 December 2012
BE_S-—F+_A=+-RALEE

PRC,
other than
Hong Kong,
Macau and
Taiwan Hong Kong Us Elimination Total
R (B
BEPIR
&R BE X8 HiE B
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT TEL FET T FET
Turnover from external customers — REIMIREH S £5 986,219 309,539 17,572 - 1,313,330
Inter-segment tumnover NERERHE 192,187 21,014 - (213,201) -
Total turnover mexE 1,178,406 330,553 17,572 (213201 1,313,330
Segmental EBITDA S4B EBITDA 146,881 92,876 (10,652) (2,474) 226,631
Depreciation e (2,780) (48) (541) - (3,369)
Amortisation B (6) - - - (6)
Segmental operating profitfloss)  HRELEET]/ (BE),/
profit/{loss) before income tax BATEHATET/ (B8) 144,095 92,828 (11,193) (2,474) 223,256
Income tax expense FEHAY (40,297)
Profit for the year EREH 182,959
BEREBEERAT « T —=FFR 929
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SEGMENT INFORMATION (continued) 7 7EER®

The segment assets and liabilities at 31 December 2013 and R-E—ZF+-A=Z+—HNDBEEE
additions to non-current assets for the year ended 31 December FEBEBUNBE - ZT—=F+_A=+—
2013 are as follows: HIEFERBDEENRENT ¢

As at 31 December 2013
R-ZE-=F+=-A=+—H

PRC,

other than

Hong Kong,

Macau and
Taiwan Hong Kong us Total

HE (FE -

B R
BEERID) ] =) wmE
HK$'000 HK$'000 HK$'000 HK$'000
TET THET THET TET
Segment assets DEEE 1,982,037 828,691 22,080 2,832,808
Segment liabilities NEBE 709,267 34,239 2,180 745,686

Year ended 31 December 2013
BE-_Z-—=F+-A=1+—-HLEE

PRC,

other than

Hong Kong,

Macau and
Taiwan Hong Kong us Total

HE (B8 -

AR
BERIM) B £ ok
HK$'000 HK$'000 HK$'000 HK$'000
FHET FTHET THET THER
Additions to non-current assets JEREBEERIRNE 1,223 180 3 1,406
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SEGMENT INFORMATION (continued) 7 SEER®
The segment assets and liabilities at 31 December 2012 and R-E——F+ A=+ AN EEE
additions to non-current assets for the year ended 31 December FEEBUAREBE - E——F+_A=1+—

2012 are as follows:

BILFEFFRBEEARENT

As at 31 December 2012
RZE—Z—F+ZH=1+—H

PRC,
other than
Hong Kong,
Macau and
Taiwan Hong Kong us Total
HE(EE -
PR
AN Bk xB kL]
HK$'000 HK$'000 HK$'000 HK$'000
FHET THET TET TET
Segment assets DEEE 1,248,680 924,518 20,562 2,193,760
Segment liabilities PEEE 365,347 16,612 967 382,926

Year ended 31 December 2012
BE-2-—F+-A=+ ALFE

PRC,

other than

Hong Kong,

Macau and
Taiwan Hong Kong us Total

R (B

RPI R
aERIN) BE 35 Pk
HK$'000 HK$'000 HK$'000 HK$'000
FHT FHT FHAT FHT
Additions to non-current assets JERBNEERRE 2,460 52 250 2,762
Segmental EBITDA represents segmental operating profit/loss S FAEBITDAIEHIBR B & B AN ~ P15 B B
before finance costs, income tax expense, depreciation of Y ME - BERRETEAREE i
property, plant and equipment and amortisation of leasehold AN ECE RN BE - DEEE
land. Segment assets consist primarily of property, plant and TEREYE  BENEE HELM -
equipment, leasehold land, inventories, deposits and other 78 Be RHMEKFUE - IR
receivables, trade and bills receivables, financial assets at fair JEWER - AV ETEBEZFH A
value through profit or loss, restricted cash and cash at bank and FlkBENeMEE  IRHIRSARR
on hand. Segment liabilities consist primarily of trade payables, TRFLES HHEEEXEREEMNE

other payables and accruals and taxation payable.

O Epth P BR R R FERT R IE LA K FE A B
I8 o
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SEGMENT INFORMATION (continued)
Additions to non-current assets comprise additions to property,
plant and equipment.

Revenue of approximately HK$178,153,000 (2012:
HK$162,453,000) is derived from the largest customer,
representing 12.1% (2012: 12.4%) of the total revenue, which is
attributable to the PRC operating segment. HK$141,163,000
(2012: HK$136,096,000) is derived from the second largest
customer, representing 9.6% (2012: 10.4%) of the total revenue,
which is attributable to PRC operating segment.

Information provided to the Executive Directors is measured in a
manner consistent with that in the consolidated financial
statements.

The Group is mainly domiciled in Hong Kong, the PRC and the
us.

The Group’s non-current assets and current assets by
geographical location, which is determined by the geographical
location in which the asset is located, is as follows:

EER @
ERBBEREDITHYE « BE LR
HIRE -

A E#178,153,000 T (= F — —4F :
162,453,0008 70) WU A Ty 2R B 8 — &
AEF  ZEWAREFRAMNIZA%
(ZE——F  124%)WEBRPEES
DB e A& B 4)141,163,00078 t( — &
— T~ 4F 1 136,096,000 7T ) &I Y A Th 3K
AE—FZARF  Z5WAEE2FHRA
719.6% (—ZZF——%F :104%) TEER®
FREEBDE -

FMITERRENETEZREEUHR
RATE—H -

AEBT2UEE  PEMEEREMN
Hh o
BREEMEHREI DN ARBEIFRBEE
NonBEERIIT

As at 31 December

R+=-A=+-—H
2013 2012
—E—= —E——F
HK$’000 HK$'000
FHxT FHET
Non-current assets kRBEE
PRC, other than Hong Kong, FE (RS - R
Macau and Taiwan BIERRIN) 7,366 9,084
Hong Kong B8 257 146
us EH 761 1,264
8,384 10,494
Current assets REEE
PRC, other than Hong Kong, FE(ES - RM
Macau and Taiwan K& & BN 1,974,671 1,239,596
Hong Kong BAE 828,434 924,372
us e 21,319 19,298
2,824,424 2,183,266
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EXPENSES BY NATURE

Expenses included in cost of sales, selling expenses and

administrative expenses are analysed as follows:

BEMEEDAX
FEASERA - HE RS RITHREIZ AR

ST

Year ended 31 December

BEt+t-A=1+—HLEE

2013 2012

—ZE—= —E—_F

HK$’000 HK$'000

FET FHETT

Auditors’ remuneration — audit services ZHANE — TR 1,581 1,310
Depreciation of property, plant and Y - BEREETE

equipment (note 15) (Bg5E15) 3,724 3,369
Amortisation of leasehold land (note 16) TR &+ b #E 5% (FisE 16) 6 6
Employee benefit expenses (including EEBFNAS (BREEEME)

Directors’ emoluments) (note 10) (Mg 10) 155,968 132,624
Costs of inventories sold (note 19) ERFERA (F1FE19) 910,549 832,535
Operating lease rentals in BFKLHERS

respect of buildings 12,821 10,637
Research and development costs L N 94,480 82,808
Loss on disposal of property, HEME - BE REHERNEE

plant and equipment - 8
Write back of provision of trade FEM AR R B (MFE20(0))

receivables (note 20(c)) - (1,919)
Provision for obsolete inventories (note 19) FREZ &S & (X 19) 10,955 -
Donation B 10 1,238
NET FOREIGN EXCHANGE LOSS 9 HMNEFEEE

The net foreign exchange loss recognised in administrative
expenses for the year ended 31 December 2013 amounted to

HK$952,000 (2012: HK$223,000).

BE-_Z-=F1+-"A=1+—HLFER
THRAXTFH®RANNEFER B

952,000/ ju( — & — — 4 : 223,000/8
JL) °
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10 EMPLOYEE BENEFIT EXPENSES (INCLUDING 10
DIRECTORS’ EMOLUMENTS)

EERIMX (BRESHE)

Year ended 31 December

BEt+-A=1+—HLEE

2013 2012

—E—= —E——F

HK$’000 HK$’'000

TET FHIT

Wages and salaries ITENFHS 125,653 100,946
Share options granted to directors and BTEENEBMEERE

employees (note 26(a)) (MF5E26(a)) 13,700 20,373

Social security and pension costs HERERRKSKAR 16,615 11,305

155,968 132,624

(a) Directors’ and chief executive's emoluments
The Directors’ and chief executive’s emoluments during
2012 and 2013 are both equivalent to key management
compensation.

The remuneration of each Director and chief executive of
the Company during the year are set out below:

(a) EERTHAZMNS
RZE——FR-FT—=ZFEFER
THASHMESHEENTEEEERN
e -

REBEE  NARBTEZERITR
BERBEIOS

Year ended 31 December 2013
BE-S-ZEtZAZ+-HLEE

Employer's
contribution
Discretionary ~ to pension Share
Fees Salary bonus scheme options Total
Exm
Bihe
ik §¢ BsEA TR B E et
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Name of Directors £33 TAR TAR TAR TAR AR AR
Executive Directors BiTES
Nie Guoming =R 1,000 744 500 kY] 1,704 3,980
Lu Jie (Chief Executive Officer) (Note *) ER(TREH)
(Firzt*) 547 498 600 2% 753 2422
Li Wenjin EYE 800 - 600 15 1,704 3,119
Jiang Hongchun (Note **) Bt (Fsk) 353 191 - 13 570 1127
2,700 1433 1,700 84 4,731 10,648
Independent Non- BUFHTES
Executive Directors
Yip Wai Ming ERH 100 - - - - 100
Wu Min RE 100 = = = - 100
Man Kwok Kuen, Charles WEE 100 - - - - 100
300 - - - - 300
3,000 1433 1,700 84 4,731 10,948
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10 EMPLOYEE BENEFIT EXPENSES (INCLUDING 10 EERABXZ (BEEEMS)
DIRECTORS’ EMOLUMENTS) (continued) ()
(a) Directors’ and chief executive’s emoluments () EERTHARME (&)
(continued)

Year ended 31 December 2012
BE-ZT-—Ft-A=t-HIEE
Employer's
contribution
Discretionary  to pension Share
Fees Salary bonus scheme options Total
ExH
BiRE
ik e BB EAX R E &g
HK$'000  HK$'000 HK$'000 HK$'000 HK$'000  HK$'000

Name of Directors EEpg TET TET TEL FAT FET FET
Executive Directors HTEE
Nie Guoming =i 1,000 719 200 33 2,534 4,486
Jiang Hongchun BxE
(Chief Executive Officer) (1TB#%) 900 800 - 32 1,520 3,252
Li Wenjin EXE 800 - 200 14 2,534 3,548
2,700 1,519 400 79 6,588 11,286
Independent Non- BUKHTES
Executive Directors
Yip Wai Ming E&H 100 - - - - 100
Wu Min RE 100 - - - - 100
Man Kwok Kuen, Charles X B 100 - - - - 100
300 - - - - 300
3,000 1,519 400 79 6,588 11,586
Note: B EE -
* Mr. Lu Jie was appointed as the Chief Executive Officer and an * EATER-_T—=FFA=-+=H
executive Director on 23 May 2013. BRERTHBHFNTES -
o Mr. Jiang Hongchun resigned as the Chief Executive Officer and an o BHRELEER_T—=FRA=-F+=
executive Director on 23 May 2013. HEHETTHARHRATE RN -
During the year ended 31 December 2013, no Directors of REBEEZZT—=F+=ZA=+—H
the Group waived any emoluments and no emoluments LFE - BEAREERERETM
were paid by the Group to any of the Directors as an A< - $%Wﬁﬂ{£{ﬂ§$§ﬂﬁ
inducement to join or upon joining the Group or as B £ /3 MR 5 15 55 I A AR SR B sk
compensation for loss of office (2012: Nil). &I B 1) S Sl B
B(ZZ——F:H\)-
There was no arrangement under which the Directors RZF-ZFR-ZFT—=F  Hi&
agreed to waive any emolument during 2012 and 2013. EERERETAMEALE-
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10 EMPLOYEE BENEFIT EXPENSES (INCLUDING 10 EERAMAX (BRESHE)

DIRECTORS’ EMOLUMENTS) (continued)

(b) Five highest paid individuals
The five individuals whose emoluments were the highest in
the Group for the year ended 31 December 2013 included
three Directors (2012: three). The emoluments payable to
the remaining two (2012: two) individuals during the year
are as follows:

(&)

(b)

TEREHAL
AEEHE-"T—=F1+_274
=t+—REFELEREHEALE
RB=RER(CZT—F:=%)-
FEEERNBRTMAE(ZT——F:
Ma) AL EEIImT

2013 2012
—E—= —E——F
HK$'000 HK$'000
F&T FHET

Salaries, allowances, share options e o RRL - B
and benefits in kind REYIEA 2,379 6,427
Pension cost RIRE A 30 48
2,409 6,475

The emoluments fell within the following band:

B2 T 5 R -

Number of individuals

AE
2013 2012
—E—= —E——F
Emolument band i< 48 51
HK$1,000,001 — HK$ 1,500,000 1,000,001 & 7T —
1,500,000 & 7T 2 -
HK$2,500,001 — HK$3,000,000 2,500,001 7T —
3,000,000 /& JT - 1
HK$3,500,001 — HK$4,000,000 3,500,001 & 7T —
4,000,000 /& 7T - 1
2 2
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INCOME TAX EXPENSE

11 FERMAX

Year ended 31 December
BZ+TZA=+—HLEE

2013 2012
—E—= —E——fF
HK$'000 HK$'000
FET FHET

Current income tax BUERFR1S R
— PRC corporate income tax — BRI EAER 29,263 23,847
— Hong Kong profits tax — HENER 10,175 15,909
Under provision in prior year BEFEBRETR 212 541
Income tax expense FrS i 39,650 40,297

Hong Kong profits tax has been provided for at the rate of 16.5%
(2012: 16.5%) on the estimated assessable profit for the year
ended 31 December 2013.

Taxation on overseas profits has been calculated on the estimated
assessable profit for the year at the rates of taxation prevailing in
the countries in which the Group operates.

Pax Computer Technology (Shenzhen) Co., Ltd. (“Pax Computer
Shenzhen”), a subsidiary of the Company, is located in the
Shenzhen Special Economic Zone. Pursuant to the Corporate
Income Tax Law of the PRC effective from 1 January 2008 (the
“CIT Law"), Pax Computer Shenzhen is subject to income tax of
25% in 2012 unless the preferential rate is applicable. Pax
Computer Shenzhen is qualified as a High and New Technology
Enterprise under the CIT Law and is eligible to enjoy a preferential
tax rate of 15% for 3 years from 2012 to 2014. As such, the
applicable enterprise income tax rate of Pax Computer Shenzhen
was 15% for the years ended 31 December 2012 and 2013.

BE-_ZT—=E+-A=+—R8R1L&EE -
EBFEHBIE G ERT S FIRR X
16.5% (ZF——1F : 16.5% ) fEH B -

BN N T AR R F A (A EH R TR
BAEBEEMERRBITIREE -

RATIMB AT EETEEEM ORI
ER AR BBERRI DA RRYI
LEEE - BER-ZEZENF—A—AH4E
MR CEREHE(REMGER
ED)  BEFERRIINR T —ZFAERE
5% G MPTIST - BEBERERE
BRON o IRIBRZEFTSTE - BB EHR
JIBREFRMTtE RZE——FE2—
E-NE=FHHEEERER15%MNE
BEREX AN BE_ZT——FK=F
—=F+-_A=+—BUFE B=:tE
HORNEBERADERBHER15% °
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INCOME TAX EXPENSE (continued)

During the year, Pax Computer Shenzhen is being recognised as a
key software enterprise for the financial years 2013 and 2014 by
the National Development and Reform Commission, the Ministry
of Industry and Information Technology of the People’s Republic
of China, the Ministry of Finance of the People’s Republic of
China, the Ministry of Commerce of the People’s Republic of
China and the State Administration of Taxation under the
National Plan (BIZR 7 &1 /).

Pursuant to the Notice on Enterprise Income Tax Policy to Further
Promote the Development of Software and Integrated Circuit
Industry (R E— T BRI EXRMNEREREREREEM
18 T B K &Y 3B &0 )) issued by the Ministry of Finance of the
People’s Republic of China and the State Administration of
Taxation, key software enterprises (22 2f 14 1 %) which have
not yet enjoyed tax-free concessions for the relevant financial
years will be subject to enterprise income tax at the reduced rate
of 10%.

Pax Computer Shenzhen has applied to the relevant tax
authorities for adjusting the enterprise income tax rate for the
year ended 31 December 2013 to the reduced rate of 10%.
Currently, such application has not yet been approved. Pax
Computer Shenzhen will submit relevant application reports to
the relevant competent tax authorities for further approval.
Should the approval be obtained, the excess tax amount paid by
Pax Computer Shenzhen for the financial year 2013 will be
refunded or retained for settling its tax payments in the future.
As the approval is yet to obtain, up to the date of this report, the
applicable enterprise income tax rate of Pax Computer Shenzhen
was 15% for the year ended 31 December 2013.

Pax Technology, Inc., a subsidiary of the Company in the US, was

operating at a net loss position and did not have any assessable
profit for the year ended 31 December 2013 (2012: Nil).
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FT8RE515% °

Pax Technology, Inc. ( Zx 22 & iz 7 25 Bl &Y
—RHNBRAR) RBE-_T—=F+=A
=T —BIEFEREEIEFE  WEMLM
ERBEN(ZF——F /) -



Notes to the Consolidated
Financial Statements

1"

12

& A\ T
iR O B H5 ER 2R Bf 5
INCOME TAX EXPENSE (continued)
The taxation on the Group’s profit before income tax differs from
the theoretical amount that would arise using the weighted
average tax rate applicable to profits of the consolidated entities

in the respective jurisdictions as follows:

11 FEFBAX W

AR B R PS5 A a1 A B IR BLER PR E A
REERDEEROA G
BREFEAIER SR ZRM D

= A 3L

B

i M| Y D

Year ended 31 December

BE+-—A=+—HLEE

2013 2012
—E—-=F —E——F
HK$'000 HK$'000
FET FET
Profit before income tax BR PR AST5 AL ) A 266,190 223,256
Tax calculated at domestic tax rates ZREEBRRE S+ R FIH
applicable to profits in the BAEEMHRERTENTIE
respective countries 40,790 34,840
Income not subject to taxation AN AU A (1.894) (1,722)
Tax incentives for research and development — FAA B EE AR 37 OB E A 7
expenses available for a subsidiary M EEANHIEESR
incorporated in the PRC (note (i) (FFEE () (6,231) (3,963)
Expenses not deductible for taxation BT E DA R A
purposes 2,188 6,573
Unrecognised tax losses RERH TR IAE 15 2,145 1,649
Tax effect on other tax incentives HEMWIBEIEEN
MG E 2,440 2,379
Under provision in prior year F—FEBETRE 212 541
39,650 40,297

note (i): The Group obtained a incentive from the PRC tax authority relating to the

research and development expenses of a subsidiary in the PRC. Under such
tax incentive rule, the Group may claim an additional tax deduction up to
50% of the relevant research and development expenses incurred in a year

subject to the endorsement from the PRC tax authority.

The weighted average applicable tax rate was 15.3% (2012:
15.6%) for the year ended 31 December 2013.

LOSS ATTRIBUTABLE TO EQUITY HOLDERS 12

OF THE COMPANY

The loss attributable to equity holders of the Company is dealt
with in the financial statements of the Company to the extent of
HK$8,189,000 for the year ended 31 December 2013 (2012:

HK$3,775,000).

Q) - AR E — R B E A R % E A
ESTH BB HARMN —ETRES - RIR
BRARBEBAR - ANEE A R FEINEER
HeREFNRBHEEMANS0%  EEFH
BT R RERR o

BE-_Z—=F+-_A=+—HIFE "

IETFHEARER153% (28— —F :

15.6%) °
ARuERFEARGER
HE_Z—=F+-A=+—HILFE"

NAwEIEERFA ARG ETES, 189,000/8
T (=T — =% 3,775,000/ 7T ) JA R A

RANEERER P FIFR o

BERRRHEARAR « —T—=F4® 109



Notes to the Consolidated

Financial Statements

= A\
NS

07} 55 ¥ 2 Bf 51

13 EARNINGS PER SHARE

110

(a)

(b)

Basic

Basic earnings per share is calculated by dividing the profit
for the year attributable to equity holders of the Company
by the weighted average number of ordinary shares in issue
during the year.

13

BREF

(a)

BEx
BREARNDEARNBRERE
ANEEAFEEHNRFADETE
BN EGTE -

Year ended 31 December
BE+-—A=1t—BLEE

2013 2012
—g—= —ET——F
Profit attributable to equity holders KR BERFEE ARG R
of the Company (HK$'000) (F&7T) 226,540 182,959
Weighted average number of ordinary BT E BRI T8
shares in issue (thousand shares) (FR) 1,039,126 1,037,728
Basic earnings per share FRREREAF]
(HK$ per share) (R#ET) 0.218 0.176

Diluted

Diluted earnings per share is calculated by adjusting the
weighted average number of ordinary shares outstanding
to assume conversion of all dilutive potential ordinary
shares. The Company has one category of dilutive potential
ordinary shares:share options granted on 22 June 2012
(note 25(b)). For the share options, a calculation is done to
determine the number of shares that could have been
acquired at fair value (determined as the average market
share price of the company’s shares for the period) based
on the monetary value of the subscription rights attached
to outstanding share option. The number of shares
calculated as above is compared with the number of shares
that would have been issued assuming the exercise of the
share options.
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13 EARNINGS PER SHARE (continued) 13 BRERN @
(b) Diluted (continued) (b) #E(®E)

Year ended 31 December

BE+t-A=+—HLEE

2013 2012
—E—= —E—_F
Profit attributable to equity holders KR RIERFFE AEG R
of the Company (HK$'000) (F&7T) 226,540 182,959
Weighted average number of ordinary BT E BRI T8
shares in issue (thousand shares) (FA%) 1,039,126 1,037,728
Adjustments for share options MR E L RSB
(thousand shares) (F%) 34,386 1,742
Weighted average number of ordinary FREERN N T RR
shares for diluted earnings per share 19 Ex
(thousand shares) (FR%) 1,073,512 1,039,470
Diluted earnings per share BREERF
(HK$ per share) (ABEETTZ5) 0.211 0.176
14 DIVIDENDS 14 K2
No dividends had been paid or declared by the Company during HE-Z—=F+-A=1T—HILFE
the year ended 31 December 2013 (2012: Nil). KRRV ERNSAETREMBEE(ZE

—ZF )
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15 PROPERTY, PLANT AND EQUIPMENT - GROUP

15 % BERRE — FEH

Office
Leasehold  furniture and Plant and Motor
Buildings improvements  equipment  equipment vehicles Total
HE WAZ HE
L NELEE  BERRE SEL AE st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TERL TERL ThR Thx TERL TERL
At 31 December 2011 WZ——F+-f=1-H
Cost KA 7,446 1,030 9,986 2,665 4,484 25,611
Accurnulated depreciation RitiE (4,256) (1,030) (5902) (1,609) (2,005) (14,802)
Net book amount REFE 3,190 - 4,084 1,056 2,479 10,809
Year ended 31 December 2012 HE-Z——%
TZA=T-BLEERE
Opening net book amount BYEEFE 3,190 - 4,084 1,056 2479 10,809
Additions NE - - 1,505 1,257 - 2,762
Depreciation (note 8) RE (M) (866) - (1,428) (274) (801) (3,369)
Disposals vt - - ®) - - ®)
Exchange differences ERESE 15 - 24 20 10 69
Closing net book amount BREEFE 2,339 - 4177 2,059 1,688 10,263
At 31 December 2012 WZE-—F+-A=1-8
Cost R 7,504 1,038 11,292 3,950 4,517 28,301
Accumulated depreciation ZithE (5,165) (1,038) (7,115) (1,891) (2,829) (18,038)
Net book amount REFE 2,339 - 4177 2,059 1,688 10,263
Year ended 31 December 2013 HE-E-=%
TZR=t-ALEE
Opening net book amount BOREFE 2,339 - 4177 2,059 1,688 10,263
Additions B - - 1,240 166 - 1,406
Depreciation (note 8) 18 (K 8) (889) - (1,556) (526) (753) (3.724)
Exchange differences ERZE 55 - 65 53 34 207
Closing net book amount BREAFE 1,505 - 3,926 1,752 969 8,152
At 31 December 2013 R=Z-=F+-A=+-H
Cost HA 1,117 1,068 12,577 4,230 4,635 30,227
Accumulated depreciation ZiE (6,212) (1,068) (8,651) (2,478) (3,666) (22,075)
Net book amount REFE 1,505 - 3,926 1,752 969 8,152

All depreciation of the Group’s property, plant and equipment
has been charged to administrative expenses.
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16 LEASEHOLD LAND — GROUP 16 HAELTi# —AKKEEH
The Group's interests in leasehold land represent upfront REBWEE T AR IE 10— RN
payments for land and their net carrying values are analysed as Mo HEEFESTHT
follows:

Year ended 31 December

BEt+t-A=1+—HLEE

2013 2012

-=—= —ET——F

HK$’000 HK$'000

TET FAT

Opening net carrying value EAFI AR DR A 231 235
Amortisation (note 8) e (fEs) (6) (6)
Exchange difference =5 7 2
Closing net carrying value B REREFE 232 231
The Group's leasehold land is located in the PRC and is held on AEBEMEE LA RPE - HEAR10
leases of between 10 to 50 years. Amortisation of the Group's Z50F c AEBEBET M BEHIED

leasehold land has been charged to the administrative expenses. FTAITBAY ©
17 INVESTMENT IN A SUBSIDIARY — COMPANY 17 RHIBARNERE — X4 FH

As at 31 December

R+=A=+—H
2013 2012
—E—= —E—_F
HK$'000 HK$'000
FTExT FHET
Investment, at cost: ®E - HBKAREE -
Unlisted shares FE LR 528,103 528,103
Investments arising from share-based Aty RER SN EERIRE
payments (note (i) (B 5% () 22,164 13,252
550,267 541,355
note (i): The amount represents share-based payments arising from the grant of MEEG: FEERMBARNEERIESRMEAR
52,300,000 (2012: 52,300,000) share options of the Company to directors FR A AR 75 M M % 55 9% 152,300,000 15 (= F
and employees of subsidiaries for their services provided to the subsidiaries. — =4 1 52,300,00017 ) 2N A 7] B FT EE
Further details on the Group’s share option scheme are disclosed in note ERARRGD REB AT o B RN BERE
25. FTEIEE — S BRI R 25 3] EE -
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17 INVESTMENT IN A SUBSIDIARY — COMPANY 17 R EBATMNKRE — A4 T
(continued) (%)
The following is a list of subsidiaries as at 31 December 2013: RZZE—=F+=—_A=+—8 HERF
WBEMNT
Place of incorporation Principal activities and Particulars of issued and
Name and type of legal entity place of operation paid up/registered capital
HRA LS ITEER BRARMERA/ Interest held
£ REEERER EEHE EMERFE sy 5
Grand Global International Limited British Virgin Islands, limited Investment holding in 2 ordinary shares of US$1 each 100%(#)
liability company Hong Kong UREREE 1 ETNERR
EBRTES  BRAR EEBHEREAER
Pax Technology Limited Hong Kong, limited liability Sales of EFT-POS products 26,250,000 ordinary shares of HK$1 100%
AERBERAA company and provision of related each, 8,750,000 series A preference
iE - ARAR services in Hong Kong shares of HK$ 1 each: 8,750,000
ERBHEEEFT-POSERIIRE series B preference shares of HK$ 1
TRRRR each
26,250,000 B REE 1 ETHERR -
8,750,000 R EREE 1 BTH 25
AB%R + 8,750,000 REREE 1
ETHZ5BELR
BEHERE (RN BRAF PRC, limited liability company Development and sales of EFT-POS HK$200,000,000 100%
(Pax Computer Technology HE - BRAF products and provision of 200,000,000/ 7T
(Shenzhen) Co., Ltd.) (*) related services in the PRC
EPETE R AEEFT-POSER
RERIEERS
BEEENR (RN ERAR PRC, limited liability company Development of software and HK$20,000,000 100%
((BEHE)) HE - BRAT hardware of EFT-POS products 20,000,003 7
(Wonder Pax Technology and provision of related services
(Shenzhen) Co., Ltd.) in PRC
(“Wonder Pax”) (*) TR BURf & EFT-POS E R AVEN 4 IR I
HRRMEEBRS
Pax Technology, Inc. US, limited liability company Sales of EFT-POS products in the US US$1,000 100%
B BRAAF EXEHEFT-POS Em 1,000%7
# Interest held directly by the Company. 4 RRAREE/ENER ©
* The English name of Pax Computer Shenzhen and Wonder Pax represents * HRBEEFERAI LB ETETEEAMR
the best effort by the management of the Group in translating its Chinese NEE MERNEBERERAEEETEENS
name as it does not have an official English name. FER X EBRATLEARALE S -
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18 AMOUNT DUE FROM A SUBSIDIARY — 18 EWHMEBATRIE —AAF
COMPANY
The amount due from Pax Technology Limited, a wholly owned ERARG—FH2EHBRARAERHEA
subsidiary of the Company, is unsecured, interest-free and PR FIFIE AEEI - B RARENRE
repayable on demand. & o
19 INVENTORIES — GROUP 19 FE —XKHE
As at 31 December
BR+=A=+—H
2013 2012
—E—= —E—4F
HK$'000 HK$'000
FET FET
Raw materials JRAT 93,972 69,904
Work in progress TR 77,875 42,502
Finished goods RIEK Th 293,267 131,395
465,114 243,801
The cost of inventories included in cost of sales during the year RARFE - HEXNERPESHTFEEXRL
amounted to approximately HK$910,549,000 (2012: £910,549,000% w( — & — — &
HK$832,535,000). 832,535,000 7T) °
Provision for obsolete inventories was made during the year RAFE BREFEAEREBR
HK$10,955,000 (2012: Nil). 10,955,000/ 8L (ZZ—ZF : ) °
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20 TRADE AND BILLS RECEIVABLES, DEPOSITS

20 BURAREBEURERE BER

AND OTHER RECEIVABLES Hib W FRIE
Group Company
FEE b NN
As at 31 December As at 31 December
W+=ZB=+—-H W+=ZB=+—-H
2013 2012 2013 2012
—E-=& —E-CF —E2-=F —TCF
HK$'000 HK$'000 HK$'000 HK$'000
FTERT FET TR TAT
Trade receivables (note (a)) TEYBR R (M 5T (a)) 478,027 409,756 - -
Amount due from related parties & Ut Z3 B 75 7008
(note 32(b)) (BtzE32(b)) 69,964 4,082 - -
Less: provision for impairment A MR TURE
of receivables (note (c)) BB () (28) (28) = -
Trade receivables, net Al e 547,963 413,810 = -
Bills receivables (note (b)) eSS IEI())) 90,003 130,666 - -
Trade and bills receivables MR R U B 637,966 544,476 = -
Deposits and other receivables e REMEWRIE 6,324 10,333 949 721
Trade and bills receivables, deposits fEL R 31 & UL Z 3 -
and other receivables He A ERIEA 644,290 554,809 949 721

The carrying amounts of the Group and the Company's trade and
bills receivables, deposits and other receivables are denominated

ARE ] o A A FE W AR R B R 4
BE MEMEKGIENERETATIE

in the following currencies: BEtE
Group Company
KrEH RAF]
As at 31 December As at 31 December
R+=ZA=+—H R+=ZB=+—8H
2013 2012 2013 2012
—E-=F —T——F —B-—=f —E——F
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FTET FHET
HK$ BT 9,156 8,829 949 721
RMB AR 590,826 524,753 = -
us$ ETT 44,308 21,227 - -
644,290 554,809 949 721
The fair values of trade and bills receivables, deposits and other RZE——FR-_F—=F+=-A=+—

receivables approximated their carrying values as at 31 December

2012 and 2013.

B BURRARERER  REeMEME

WRRSRE A FEEERRE(EMEE ©
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20 TRADE AND BILLS RECEIVABLES, DEPOSITS

AND OTHER RECEIVABLES (continued)

(a) Trade receivables
The Group's credit terms to trade debtors range generally
from 0 to 180 days. However, credit terms of more than
180 days may be granted to customers on a case-by-case
basis upon negotiation. As at 31 December 2011 and 2012,
the ageing analysis of the trade receivables is as follows:

20 BUERAREURERE BER

HaEWRRIE ()
(a) FEWEEE

AEERTEZFIEBANEEHRH
0Z180H T - Al - KL EM &
A FZ B Bl 1E S R &P 55 H R 3R 180
ANEESH RN_2—FERK_-F
——F+=—A=+—8 " BKRER

BRI D ATUOT
As at 31 December
R+=-—HA=+—H

2013 2012
—E—=F —E—_F
HK$'000 HK$'000
FET FHT
Up to 90 days 90 HIAM 377,726 303,746
91 to 180 days 91£180H 79,905 56,048
181 to 365 days 181£365H 45,825 16,824
Over 365 days 365 HEA £ 44,535 37,220
547,991 413,838

As at 31 December 2013, trade receivables included
retention money receivables of HK$43,296,000 (2012:
HK$37,561,000), which represents approximately 2% to
5% (2012: approximately 2% to 5%) of the relevant
contract sum granted to certain number of the customers
in the PRC that has a retention period of three to five years.
As at 31 December 2013, retention money receivables aged
over 365 days amounted to HK$36,268,000 (2012:
HK$28,150,000).

The Group's sales are made to several major customers and
there is concentration of credit risks. Sales of goods and
services to the top five customers constituted approximately
39.3% (2012: 40.4%) of the Group's turnover for the year
ended 31 December 2013. They accounted for
approximately 48.1% (2012: 66.2%) of the gross trade
receivable balances as at 31 December 2013.

Receivables that were neither past due nor impaired
amounted to approximately HK$538,078,000 (2012:
HK$404,877,000) as at 31 December 2013.

AEERHBEARAT « P SFEH

R-TE—=F+-A=+—8"E
IR R B EE KBNS E
43,296,000/ t( = & — = F:
37,561,000/ L) « HER T
ETEFPHEBAERMBELN2%E
5% (ZFE—Z—F : #12% £5%) °
MBMBEIA=ZZRF - R_F
—=F+-_A=+—8 " BHFZE
#e 8 18 365 H B9 48 %8 /5 36,268,000
BT (=& — = :28,150,000/8
TT) °

AEBNEENRNBREIERFE
LEEEESEHRB - HEZZT
—=ZFE+-A=+—RALLEE Y
AARPHENE R RIRENRE
RIS EELH393% (ZT— =
F:404%) MERZZTE—=F
T A=+ BEMEKEREED
481% (ZF—_4F 1 66.2%) °

R-_ZE—=F+—-A=+—8 K&
M BN EORE B MR TE A
538,078,000 ;t( = & — = & :
404,877,000787T) ©
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20 TRADE AND BILLS RECEIVABLES, DEPOSITS
AND OTHER RECEIVABLES (continued)

118

(a)

(b)

Trade receivables (continued)

As of 31 December 2013, trade receivables of
HK$9,885,000 (2012: HK$8,933,000) were past due but
not impaired. These relate to a number of independent
customers for whom there is no significant financial
difficulty and based on past experience, the overdue
amounts can be recovered. The ageing analysis of these
trade receivables is as follows:

20

EUREAREBEURERE BER

HapE Y FRIE ()
() FEWERER (&)

W_E—=%F+—-"FA=+—0 &
Il B $£9,885,000/& T (=& — —
£ 8,933,000/ 7T) B @ EE AR,
B BERZUESENMHEREN
BUBFER  RERBLLS
B AR ] FULE o b5 RE IR AR 3K
RERER D ATIAT

As at 31 December

R+=HA=+—8H
2013 2012
—E—= —E—_F
HK$'000 HK$'000
THET FHIT
Up to 90 days 90 HIAA 8,302 4,403
91 to 180 days 91%180H 429 1,448
181 to 365 days 181365 H 469 1,118
Over 365 days 365 B £ 685 1,964
9,885 8,933

Bills receivables
The balance represents bank acceptance notes with
maturity periods of within six months.

The maturity profile of the bills receivables of the Group is
as follows:

(b)

EWE
ZEERIE B AR AN E A AR
IRITENZ -

AREBRKEENZBBERAT :

As at 31 December

R+=A=+—8H
2013 2012
—E—= —E——fF
HK$'000 HK$’000
FET THTT
Up to 90 days 90 H AR 42,397 75,333
91 days to 180 days 91EHZ180H 47,606 55,333
90,003 130,666
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20 TRADE AND BILLS RECEIVABLES, DEPOSITS 20 ERERRREKRERE - €k
AND OTHER RECEIVABLES (continued) H fih fE I FRIE (@)
(c) Provision for impairment of trade receivables EWERFURERE
The movement on the provision for impairment of trade JEWBR TR E R BE BT
receivables is as follows:
As at 31 December
R+=—A=+—8H
2013 2012
—E-—=F —E——F
HK$'000 HK$'000
FHET TFHET
At beginning of the year REH] 28 1,953
Write back of provision in the consolidated R 4r& Wz R H
income statement (note 8) B ROl (M3 8) - (1,919)
Exchange differences BN =% = (6)
At end of the year RER 28 28

The maximum exposure to credit risk at the reporting date
is the carrying values of each class of receivables mentioned
above. The Group did not hold any collateral as security for

these receivables as at 31 December 2013 (2012: Nil).

The other classes within trade and bills receivables, deposits

and other receivables do not contain impaired assets.

P& BPEBNEAEERR A
Fut BN GREMREE - R
E-—=F+-"A=1+—0 X&£H
I 48 52 S5 FE WK T 45 B (T ) K 1R
B(ZT——F )

EURA N MR - e RhEAt
FEY TR IE R H A AR R A 2R (E
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21 FINANCIAL ASSETS AT FAIR VALUE THROUGH 21 ZEAFEFTEEHZHTT AR

PROFIT OR LOSS — GROUP AND COMPANY AHEENEMEE — £&
BRAEAF
As at 31 December
R+=-—HA=+-—H
2013 2012
—ZE—= —E—_F
HK$'000 HK$'000
THET FHT
Listed securities — held-for-trading EEEF — BARZENMEE
— Equity securities — HK —REES — BB = 10,057
Market value of listed securities IhESHENTmE - 10,057
Financial assets at fair value through profit or loss are presented BATEREEEZE AR BB
within ‘investing activities’ in the consolidated cash flow TREESNGARERERET [RE
statement. JEEN] e
Financial assets at fair value through profit or loss were disposed KRR B ERN AR E 11,968,000 7T
during the year with a total consideration of HK$11,968,000, HERA T ERE RSB s FsE
and gain of HK$303,000 was charged to the ‘other gains — net’ BHEBEE - IKa5 303,000 8 LT ALR
in the consolidated income statement (note 6). AlkaERIE T [HEas — F58] (s
6) e
The fair value of listed securities is based on their current bid EHREHFN R FEDRBENERTISH
prices in an active market. WITEAERE -
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RESTRICTED CASH - GROUP 22 ZREBEES —AEE
As at 31 December
R+=ZA=+—H
2013 2012
—E—= —E—4F
HK$'000 HK$'000
THET FAET
Restricted bank deposits ZRRFIRITIFR 16,613 16,173
Restricted cash represents bank deposits of the Group which SZRHIRSEAEBEARIENERES
were placed as guarantee deposits for tenders and as securities URHEETFTEPNERMEHRAETHE
for sales of goods to customers and were denominated in RMB. o TIAANREERHE -
As at 31 December 2013, the effective interest rate on restricted RZZE—=F+=-_A=+—8  ZRHE
bank deposits was 0.35% (2012: 0.35%) per annum. All THEIANEBRNERAEEF035% (=
restricted cash were kept in the bank accounts opened with —ZF:035%)  RZE—ZFR=F
banks in the PRC as at 31 December 2012 and 2013, where the —=F+-A=+—8 FBEXREHES
remittance of funds is subject to foreign exchange control. FHREFBIERNRITHZMRTERS - m
EAESHNNIEZZIINEEH]
CASH AT BANK AND ON HAND 23 RITRFLASE
Group Company
biN | NN
As at 31 December As at 31 December
R+=B=t+-H W+=ZB=+-8H
2013 2012 2013 2012
—“g-=§f -—T--f CZB-=Ff —T--F
HK$'000 HK$'000 HK$'000 HK$'000
THET TiET TR FHET
Cash at bank and on hand BOINFLRS 1,063,915 681,505 53,043 59,170
Short-term bank deposits 5 ERERITIF R 634,492 676,921 509,066 637,921
1,698,407 1,358,426 562,109 697,091

As at 31 December 2013, funds of the Group amounting to
HK$958,187,000 (2012: HK$519,162,000) were deposited in
bank accounts opened with banks in the PRC where the
remittance of funds is subject to foreign exchange control.

R-Z—=F+_F=1+—H A&EEA
#958,187,000/% t( = T — = #F:
519,162,000 7T ) 15 BIE o B35 (N SR 1T
FIVRIRITERE - MAMESHMNIESE
HMEE I ©
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23 CASH AT BANK AND ON HAND (continued)

The effective interest rate per annum on short-term bank deposits
of the Group was 1.17% (2012: 0.89%) per annum. These
deposits have an average maturity of 91 days (2012: 53 days).
The carrying amounts of cash at bank and on hand were

24

122

denominated in the following currencies:

HK$
RMB
uss$
EUR

23 RITRFLERE @
REBEEHETEINERFENER
117% (ZZ—Z4F : 0.89%) ° ZEFK
RMFHEPEAMNA(ZZE— —F 53
B) - RITEFELBRENEEMBETD I
THNEEEE :
Group Company
rEE ¥ /N
As at 31 December As at 31 December
W+=ZB=+—H R+=ZBA=+—~H
2013 2012 2013 2012
—E-=fF —E——F —E-=f —E——F
HK$'000 HK$'000 HK$'000 HK$'000
TR TR FHT THT
591,909 727,100 561,988 696,900
892,435 469,212 - -
214,038 161,589 121 191
25 525 - -
1,698,407 1,358,426 562,109 697,091

The maximum exposure to credit risk of the Group and the
Company as at 31 December 2013 were HK$1,698,353,000
(2012: HK$1,358,318,000) and HK$562,109,000 (2012:

HK$697,091,000) respectively.

SHARE CAPITAL

(a) Authorised share capital of the Company

24

MN_ZE—=ZF+_fA=+—8 K&EEAK
KAl & REERRBRS AN B
1,698,353,000% w( = & — =
1,358,318,000 % 7T ) } 562,109,000 % 7T
—Z— 4 697,091,000 7T) °

[EEN
(@) AATHEERAE

Number of Ordinary
ordinary shares of
shares HK$0.1 each
BREEO.1
ZEREE BTHZER
Thousand
shares HK$'000
TR FTHERT
Authorised EE
At 1 January 2012, 31 December 2012 and R-ZE——F—FHF—H
31 December 2013 —E-—F+ZA=+—HK
—E-=F+A=1+—H 2,000,000 200,000

PAX GLOBAL TECHNOLOGY LIMITED e ANNUAL REPORT 2013



Notes to the Consolidated
Financial Statements

#n B BT IS HR KRB 5L

24 SHARE CAPITAL (continued)
(b)

Issued share capital of the Company

24 RRA ()

(b) ARFAMNEBRITRA

Number of Ordinary
ordinary shares of
shares HK$0.1 each
BREEO.1
ZEREA BTHNEBR
Thousand
shares HK$'000
TR THERT
Issued and fully paid ERITRAR
At 1 January 2012, 31 December 2012 and WZZE——%—HF—H-
1 January 2013 —E-——"F+-F=+—H
k=—Z—=F—H—H 1,037,728 103,773
Employee share option scheme: & BT 3l
— Proceeds from shares issued — BETROEHRIE 6,789 679
At 31 December 2013 NZZE—=%+-fA=+—H 1,044,517 104,452

25 SHARE OPTION SCHEME

25 MEMfERTE

(a)

Share option scheme

On 1 December 2010, the board of directors of the
Company approved a share option scheme (the “Scheme”)
for the issuance of in aggregate no more than 10% in
nominal amount of the aggregate of shares in issue on the
listing date of the Company, representing 100,000,000
shares (subject to the terms of the scheme and the relevant
provisions under the Listing Rules).

The purpose of the Scheme is to reward participants who
have contributed or will contribute to the Group and to
encourage participants to work towards enhancing the
value of the Company and its Shares for the benefit of the
Company and its shareholders as a whole.

The Scheme became effective on 1 December 2010 and
unless otherwise cancelled or amended, will remain valid
and effective for the period of 10 years from that date.

(a)

AEERHBEARAT « P SFEH

B RESTE
RZZE—ZEF+=-A—H X2Q7A
EEgE—TEEREE ([T
Bl ABITEETBBARRN £
A EAE TR D RFEERI10% (A
100,000,000 & f2 17 ) (1878 1% AR 7%
STEIMIER RET LR AN AR
HRIE) o

ZAT A ERB BRI EHAE
EEHEMN2EE - U2 R
ERARRREBRERE N
BHRARDRRRERDEOEE -

HEHER-E-TET-A-BE
B B IEBTHHRET - BRI
Sl B R O R — A -

123



Notes to the Consolidated
Financial Statements

= A\
NS

07} 55 ¥ 2 Bf 51

25 SHARE OPTION SCHEME (continued)
(b) Share option movements

124

25 BRAERE e
(b) BRENES

Number of Number of
Share Share
Options Options
Exercise held at Reclassification Granted Exercised Lapsed Cancelled held at
Price 1 January during during during during during 31 December
Name Date of grant HK$ 2013 the year the year the year the year the year 2013
K=%-=%&
n-g-z# t=A
-A-H =t-H
e s R 3 R R £Ri =
#HE RiLBH Bn  BRE#A B¥2E BRHE B B4H BEE  BREHA
Directors
s
Nie Guoming 22 June 2012 1230 10,000,000 - - (2,000,000) - - 8,000,000
=il “E-—#XA=+=H
Lu Jie (Note *) 22 June 2012 1230 - 10,000,000 - - - - 10,000,000
a7 () “E-CERAZTZH
Li Wenjin 22 June 2012 1230 10,000,000 - - - - - 10,000,000
2VE St Ay |
Jiang Hongchun 22 June 2012 1230 6,000,000 (6,000,000) - - - - -
(Note **) ZE-ZF AZTZH
BB (W)
26,000,000 4,000,000 - (2,000,000 - - 28,000,000
Employees
]
In aggregate 22 June 2012 1.230 54,150,000 (4,000,000) - (4,789,000) - - 45,361,000
it ek 1Y 2y |
Total 80,150,000 - - (6,789,000 - - 73,361,000
i
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25 SHARE OPTION SCHEME (continued) 25 MBERRERE )
(b) Share option movements (continued) (b) BRENES(E)
Number of Number of
Share Share
Options Options
Exercise held at Redlassification Granted Exercised Lapsed Cancelled held at
Price 1January during during during during during 31 December
Name Date of grant HKS 2012 the year the year the year the year the year 2012
R=%-=f%
R=B-Z% T=A
-F-H =t+-H
T FirsH £ £ £ £ £ Frsd
i RiLAH Br  BRE%A EX b BEHE B BAH BEE  BREHR
Directors
Bz
Nie Guoming 22 June 2012 1.230 - - 10,000,000 - - - 10,000,000
ik it 0y |
Li Wenjin 22 June 2012 1.230 - - 10,000,000 N N - 10,000,000
ZNE ZE-Z#5/AZTZA
Jiang Hongchun 22 June 2012 1.230 - - 6,000,000 - - - 6,000,000
(Note **) ZT-ZFRAZTZH
BAE ()
- - 26,000,000 - - - 26,000,000
Employees
]
In aggregate 22 June 2012 1.230 - - 54,400,000 N (250,000) - 54,150,000
&t ZE-Z#5/AZTZA
Total - - 80,400,000 - (250,000) - 80,150,000
&t
Notes: k=3
* Mr. Lu Jie was appointed as the Chief Executive Officer and an * BAREER-ZZ—=FRAA=+=H

executive Director on 23 May 2013. Prior to that, he held 10,000,000
share options as an employee of the Group as at 1 January 2013
which were counted in the aggregate number held by employees on
1 January 2013.

xx Mr. Jiang Hongchun resigned as the Chief Executive Officer and an
executive Director on 23 May 2013. The share options granted to
him on 22 June 2012 which were not exercised during the year were
still exercisable as at 31 December 2013 as an employee of the
Group and were counted in the aggregate number held by
employees as at 31 December 2013.

AEERHBEARAT « P SFEH

* %k

EEERITHERFTES « AT -
BAAEBEEIOR T —=F—
A — B #7410,000,000 7 B 54 - %
EEBREAA S =F—A—HE
BRAEMEHAE -

BHAERAER-TE—=FRA=-+=
BEETBARRATESTRE - &
RZZT——FXA-+-_BERIR
FRAWITEZERER - —=F
+ZA=+—BNAUAEEEE &
AFUMTE FEFAZZT—=

+ZA=t—HREEFHBZHHERN -
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25 SHARE OPTION SCHEME (continued)
(b) Share option movements (continued)

126

On 22 June 2012, 80,400,000 share options were granted
to certain directors and employees at an exercise price of
HK$1.23 per share. The share options will be vested to the
grantees as to 30% of the share options be vested on the
date of grant, a further 30% of the share options be vested
on the first anniversary of the date of grant and the
remaining 40% of the share options be vested on the
second anniversary of the date of grant. These options will
be expired on 21 June 2017.

During the year ended 31 December 2013, no share
options lapsed (2012: 250,000) and 6,789,000 share
options were exercised (2012: Nil). The weighted average
share price immediately before the share option exercised
dates was HK$3.08 (2012: Nil) per share. As at 31
December 2013, out of the 73,361,000 (31 December
2012: 80,150,000) outstanding options, 41,301,000 (31
December 2012: 24,045,000) options were exercisable.
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BRAERTE (e
(b) BRENEH(E)

WZZE—=—F#~A=-+=8"
80,400,000 17 B IR #E LT E TR
123BETETEERREE -8B
R 1 57 B T AR A - 30% BE AR
REHBHSEB © 39030% fEkE
RELBEH—BAFEE  H240%
BRENELATMBETSHE - Z
ZHBREBEN -_ZE—+tE XA
—+—8&E% -

HE-_Z—=%+=-A=+—H1t
FE BEBREIAS(ZZE—CZ
£ : 250,00019) % 6,789,000 17 & A%
BEETE(ZE——F &) B
BB RS HE 1T 5F B HA 2 AT A9 N SF 35 Uk
TEABKR30BT(ZE——4F:
E) W_EBE—=F+_-"A=+—
H -+ 73,361,000 &) & 171 & Az 4
(ZE2E—=—F+=ZA=+—8:
80,150,0001% ) # + 41,301,00017 &
EE(—E——F+=-A=+—8:
24,045,00017) A0 T1T{E
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26 RESERVES 26 f#E
(@) Group () #=&E
Capital Share
Share reserve option  Exchange  Retained
premium  (note (i) reserve reserve  earnings Total
BEXfRE
ROBE (W26 BRERE HERE FREEF act
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET TERT THERT THER THER FEL
For the year ended BHE-Z-Z=F
31 December 2013 +-A=t+-A
LFEE
Balance at N_F—=
1 January 2013 —A—HE#ES 1,230,276 (414,978) 20,373 70,605 800,785 1,707,061
Comprehensive income 2EbE
Profit for the year FRGEF - - - - 226540 226,540
Other comprehensive Htr2EKE
income
Exchange differences arising BEFINEL
on translation of the HBRERELR
financial statements of ERES
foreign subsidiaries - - - 27,698 - 27,698
Total comprehensive income FENEEE - - - 27,698 226,540 254,238
Transaction with owners HBEEANR S
Share option scheme ElEaral
— value of services — BREREBH
provided (note 10) {B{E (f15E10) - - 13,700 - - 13,700
— exercised of share option — BT EARE
(note 25(a)) (BEE25(a) 7,671 - - - - 7,671
Total transaction with owners — E#EH AR HEE 7,671 - 13,700 - - 21,371
Balance at R-_T—=%F
31 December 2013 +ZA=1t-8
e 1,237,947 (414,978) 34,073 98,303 1,027,325 1,982,670
AEBMEEAERAR « —E—=F%%f 127
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26 RESERVES (continued)
(@) Group (continued)

128

26 f#E
(a) #A&£@(%)

Capital Share
Share reserve option  Exchange Retained
premium (note (i) reserve reserve eamings Total
EARGE
RDEE (W0 BRERE  NERE  RERN e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAEL TET TET TAER TAT TAT
For the year ended BE-_Z-ZF%
31 December 2012 +ZA=t+-H
LLEE
Balance at WZE-ZF
1 January 2012 —A—BH&H 1230276 (414,978) - 64,257 617,826 1,497,381
Comprehensive income 2EKE
Profit for the year ERET - - - - 182959 182,959
Other comprehensive Hit2E W
income
Exchange differences arising B EBIMIB A A
on translation of the HBHREEN
financial statements of EXZER
foreign subsidiaries - - - 6,348 - 6,348
Total comprehensive income 2% - - - 6,348 182,959 189,307
Transaction with owners BEETANRS
Share option scheme Bl
— value of services — BREREM
provided (note 10) BE(fF10) - - 20,373 - - 20,373
Balance at RZE—ZF
31 December 2012 +-A=+-H
opet 1,230,276 (414,978) 20,373 70,605 800,785 1,707,061
Note: k=
(@i Capital reserve (i) BARHE
Capital reserve represents the difference between (i) the aggregate BERFEHEETIMENEZR : VRE
of the consideration for the acquisitions upon the Reorganisation; ERRBERERRE  RMHEARFE
and (i) the aggregate of the share capital and share premium of the BHA M E QAN R KRG % E
direct owned subsidiaries of the Company. 4a%E -
(ii) Statutory reserves (ii) EERE

The subsidiary of the Company in the PRC is required to allocate
10% of the company’s net profit to the statutory reserves fund until
such fund reaches 50% of its registered capital. The statutory
reserves fund can be utilised, upon approval by the relevant
authorities, to offset accumulated losses or to increase its registered
capital, provided that such fund is maintained at a minimum of 25%
of its registered capital. As at 31 December 2013, retained earnings
comprised statutory reserves fund amounting to HK$81,491,000
(2012: HK$62,868,000).

PAX GLOBAL TECHNOLOGY LIMITED e ANNUAL REPORT 2013

AR BB M E A FZEE AR
FEW10% AEEEZEREES  EEZ
HESEZHAMEARNS0% - &8
BERIEE  AERESTARNE
R EBESIEMEFMER -
EEEREAEFTNETMER25%
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26 RESERVES (continued) 26 &M
(b) Company (b) AT
Share
Share option Accumulated
premium reserve loss Total
BREE BRERE St &t
HK$'000 HK$'000 HK$'000 HK$'000
FTHERT THET TET TET
Balance at R-Z—-=F%

1 January 2013 —B—Hf & 1,230,276 20,373 (17,375) 1,233,274
Loss for the year FEERE - - (8,189) (8,189)
Share option scheme BRERT 2l

— value of services provided — BRERBR

(note 10) BE (KfzE10) - 13,700 - 13,700

— exercised of share option — BT E

(note 25(a)) (Fft 3 25(a)) 7,671 - - 7,671
Total transaction with owners — EEEEG AR S E5 7,671 13,700 (8,189) 13,182
Balance at R-ZE-—=F
31 December 2013 +=B=+—8
e 1,237,947 34,073 (25,564) 1,246,456
Balance at R=-B—=f

1 January 2012 —R—BH&& 1,230,276 - (13,6000 1,216,676
Loss for the year FEEE - - (3.775) (3,775)
Share option scheme BRERTE

— value of services provided — BRERBR

(note 10) {B1E (fiiEE 10) - 20,373 - 20,373
Balance at R-TB——%F
31 December 2012 +=ZA=+-H
K &8 1,230,276 20,373 (17,375) 1,233,274
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27 TRADE PAYABLES, OTHER PAYABLES AND 27 ENRR HttESRARE
ACCRUALS af IE
Group Company
i 3 | ¥ NS
As at 31 December As at 31 December
W+t=A=+-8 W+=—RA=+-H
2013 2012 2013 2012
—E-=F —T—F —E-Z=fF T F
HK$’000 HK$'000 HK$'000 HK$'000
TERT THET TET FAET
Trade payables (note (a)) PR BRI (FH3E () 442,090 224,837 = -
Amount due to related parties JEF BE o F00B
(note 32(b)) (F5E32(b)) 3,451 42 - -
445,541 224,879 = _
Other payables and accruals HibERRTR
FEET R
Receipt in advance TR
from customers EFFA 190,851 58,751 = -
Other tax payables HibEATZ 42,746 40,853 - -
Accrued expenses e 20,688 13,336 1,640 1,773
Others Hit 20,787 18,361 1,777 404
275,072 131,301 3,417 2,177
720,613 356,180 3,417 2,177
(@)  The ageing analysis of trade payables is as follows: (@ EREFHERERSTET
As at 31 December
R+=A=+—A~
2013 2012
—E—= —E——F
HK$'000 HK$'000
FET FHIT
Up to 90 days 90 HILAW 417,151 204,141
91 to 180 days 91H=180H 25,616 18,483
181 to 365 days 181 HZ365H 106 1,861
Over 365 days 365 B A & 2,668 394
445,541 224,879

The average credit period granted by the Group’s suppliers
ranges from 0 to 180 days.
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28 DEFERRED INCOME TAX — GROUP

(a)

Deferred tax assets are recognised for tax losses carry
forward to the extent that the realisation of the related tax
benefit through future taxable profits is probable. At 31
December 2013, the Group has unrecognised tax losses to
be carried forward against future taxable income amounted
to HK$59,485,000 (2012: HK$51,470,000). These tax
losses will expire from 2028 to 2032. The potential deferred
tax assets in respect of these tax losses which have not
been recognised will be calculated based on the effective
income tax rates according to prevailing tax laws and
regulations in which the Group operates.

Cai Shui 2008 Circular 1, which was jointly issued by the
Ministry of Finance and the State Administration of
Taxation, took effect on 22 February 2008. Under the
circular, dividends declared by foreign investment
enterprises (“FIEs”) to foreign investors out of their
cumulative retained earnings as at 31 December 2007 shall
be exempt from withholding income tax. For dividends
declared out of profit earned after 1 January 2008,
withholding income tax will be levied on the foreign
investor at a tax rate of 10% unless the foreign investor’s
jurisdiction of incorporation has a tax treaty with the PRC
that provides for a different withholding tax arrangement.

As at 31 December 2013, deferred income tax liabilities have not
been provided for in the consolidated financial statements in
respect of the withholding tax that would be payable on
unremitted earnings of the PRC subsidiary of the Group
amounting to approximately HK$34,938,000 (2012:
HK$26,558,000), as the Group is able to control the timing of
the reversal of the temporary differences and it is probable that
the temporary differences will not reverse in the foreseeable
future.

28

AEERHBEARAT « P SFEH

BEFEH — AEH

(a)

REBIBEE YA EABERIENZ
BRI B R B & E R R FI#E m
BATEENTIEBEERR - R
T—=—F+_-_A=+—H KA£E
/) K T 5B B T8 548 /& 59,485,000 7
7T = & — = £ : 51,470,000/
JC) v Al AEEE LUK GH B 12 FERR B UK
A WEBBEEBEEBHER_T-N\F
BEZTE=ZFEM o MARERNZ
EHEFENELRLERIBEER
BEAEELEEERNTRE LER
BIBLERIROIETE -

FHBRBERBRBERBEEELN
BI112008 1 5B AN —ET )\ F
“AZtH-HE® - IBEZBHN
SNERERE(IINERE]BES
ZTHF+-A=+—HNRHE
BRAMEGIMNEEESTRORER
HMEBMIBIIFEH - BZZTZEN
F-A—RAEMNRATERNRK
B 1R 10% M R GIMNGE &
UGBS - BRIEBIMNEESE
AR E AR EEP BT AR
IR - RETRMTENR LS -

M-ZT—=%F+-"HA=1+—8 Al A~E
(58] A 42 1) B Bl Ry = BB A I R BT R 2 R
AEE TG R AR RE R - MU ARB A
B2 7 h B B BB A R AR PE B M| JE 5 7B
BN AP BHRRELRETHERAE
B 4% #934,938,0008 (= F — Z
26,558,000/87T) ©
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29 CASH GENERATED FROM OPERATIONS 29 REMBWRE
(a) Reconciliation of profit before income tax to (a) BRATEFATGFELERER

cash generated from operations

THH AR

Year ended 31 December

BEt+t-A=1+t—HLEE

132

2013 2012
—ZE—= —E—_F
HK$'000 HK$'000
FET FET
Profit before income tax FR P15 25 A& A 266,190 223,256
Adjustment for: AR
Interest income (note 5) FEUA (HIFES) (14,805) (10,699)
Fair value gains on financial assets at BAFEFTEEEES)
fair value through profit or loss T A F kBB
(note 6) CREEMATE
Wz (FI5E6) (303) (1,671)
Depreciation of property, W - B REHETE
plant and equipment (note 8) (fF5E8) 3,724 3,369
Amortisation of leasehold land (note 8) THE iy (fTEE8) 6 6
Loss on disposal of property, HEME - HE R&HEN
plant and equipment (note 8) &8 (Mizr8) - 8
Share-based payments (note 10) VARR D AL S A+
(KtzE10) 13,700 20,373
Write back of provision of trade FEM RS AR E
receivables (note 20) (MF5E20) - (1,919
Provision for obsolete inventories PREGF G (FE19)
(note 19) 10,955 -
279,467 232,723
Changes in working capital: EEERNED)
Increase in trade and bills receivables, JE U AR TR N R R
deposits and other receivables 1BE RH M EURIR
10 (73,493) (29,059)
(Increase)/decrease in inventories FE g E (222,874) 63,413
Decrease/(increase) in restricted cash ZIRHIRSIRD,(EMm) 19 (31
Increase/(decrease) in trade payables, FERBRR - HihEHERRR
other payables and accruals Mg ERIEE I
G 350,438 (36,414)
Cash generated from operations REFFRE 333,557 230,632
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29 CASH GENERATED FROM OPERATIONS

(continued)

(b)

In the consolidated cash flow statement,

proceeds from sale of property, plant and

equipment comprise:

29

RERBNERE@®

(b) ZFERESRMERT  HEWX -
W= R s BRI TS OB EE

Year ended 31 December

BE+-—A=+—HLEE

2013 2012

—E—=F —E——F

HK$'000 HK$'000

FH&xT FHET

Net book amount BRTEFE - 8

Loss on disposal of property,

HEME - BE K

liabilities.

plant and equipment HEREE = (8)
Proceeds from sale of property, Hj’§¢7)¥ B F
plant and equipment BRI FTSERIE - -
30 CONTINGENT LIABILITIES 30 IAREE
As at 31 December 2012 and 2013, the Group had no contingent R FRZE-—=ZF+A=+—
B AEETEIRERE-
31 OPERATING LEASE COMMITMENTS 31 REHEAE

As at 31 December 2013, the Group had future aggregate
minimum lease payments under non-cancellable operating leases
in respect of certain office premises as follows:

RIB—=F+ZA=+—8 x£ER
BETHAEMENTIRBEEHER
BROARRREESMREENT

As at 31 December

R+=-—HA=+-—H
2013 2012
—E—= —E——F
HK$’000 HK$'000
F#ET T
Not later than one year TBE—F 8,974 7,925
Later than one year and HRiE—F
not later than five years BRBBRAF 2,620 6,914
11,594 14,839
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32 RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has, directly or
indirectly, the ability to control the other party or exercise
significant influence over the other party in making financial and
operating decisions.

134

(a)

Transactions with related parties

Except

for disclosed below, the Group has no significant

transactions with related parties during the year. All the
related party transactions disclosed below were also either
connected transactions or continuing connected
transactions as defined in Chapter 14A of the Listing Rules.

32 BEARS
fiti— 48 N\ 7 85 ) BT HE SRR HE P o A A
+ R 7R EL At A 1L BTG S A R B B

HigMBEBRZE  URATRRBR/EZS
Hits AL HRAEE
(a) BREBINXZ

BT XAAEES  AEERAF

BB W BREFMERARS © T
BETXRENEB TR ST R LT
BRAIEVAAE PR ERER ZEH

Year ended 31 December

BE+=-—A=t+—HLEE
2013 2012
—E=—= —E—_4F
HK$’000 HK$'000
FExT FiET
Sales of electronic payment products to SRR (R E) AR AR
subsidiaries of Hi Sun Technology ([=E5 ) * B A RIHE
(China) Limited (“Hi Sun")* (note (i) BFAEMSFEEG) 178,263 27,390
Licence fees to a subsidiary of Hi Sun BEIEGIEVNEIEEN)
(note (ii) FEETREE (FEG)) 1,164 795
Rental fees paid to a subsidiary of Hi Sun  [ASBHIHEB A HHEE
(note (iii) and (v)) (P (i) J2 (v)) 1,042 615
Purchase of raw materials from BEREHRNBAREER
a subsidiary of Hi Sun (notes (iv) and (v))  JEH&EFBIEE (v) K (v) 26,702 467

note (i):

note (ii):

note (jii):

note (iv):

note (v):

The Company is an associated company of Hi Sun whose shares
are listed on the Main Board of the Stock Exchange.

The sales of electronic payment products to subsidiaries of Hi Sun
were transacted pursuant to the terms and conditions set out in
the framework agreement entered into by the Company and the
relevant party on 19 December 2012.

Licence fee to a subsidiary of Hi Sun was conducted pursuant to
terms and conditions set out in the licence agreement entered into
by the Company and the relevant party on 13 April 2012.

Rental paid to a subsidiary of Hi Sun was charged at a fixed
monthly fee mutually agreed between the two parties.

Purchase of raw materials from a subsidiary Hi Sun was conducted
pursuant to terms and conditions set out in the framework
agreement entered into by the Company and the relevant party on
21 February 2013.

These transactions were de minimis continuing connected
transactions exempt from the reporting, annual review,
announcement and independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules.
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32 RELATED PARTY TRANSACTIONS (continued)
(b) Balances with related parties
The balances with the subsidiaries of Hi Sun are unsecured,
interest free and with terms no less favourable to the Group

33

(o)

than those from independent third parties.

32 BEMARS @)

ELRAE 5 A R
ZEEBENNB R RN AR RE
HH - 2B BEGRTERAEE
ST E=TIFARIAE -

(b)

As at 31 December

®+=—HA=+—8~
2013 2012
—E-=F —E-—F
HK$'000 HK$'000
FET FET
Amounts due from subsidiaries of Hi Sun & U= 5 #9 Bt 8 A &)
Y RIR 69,964 4,082
Amount due to a subsidiary of Hi Sun ARSI LI EPNG
B KIR 3,451 42

Key management compensation

Details of key management compensation during the year

have been disclosed in note 10.

SUBSEQUENT EVENT
On 26 February 2014, PAX Computer Shenzhen entered into two
Wealth Management Agreements to subscribe for Wealth
Management Products issued by Bank of China. The first
subscription amount is RMB100,000,000 (approximately
HK$127,900,000) with an annual investment return rate of 4.5%
for 92 days. Whilst, the second subscription amount is
RMB50,000,000 (approximately HK$64,000,000) with an annual
investment return rate of 4.6% for 35 days. Both Wealth
Management Products are principal and return guaranteed.

33
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(00 FEEEEMWS
FEEBEERAFENSHFBRE
TERMIEE10

HEH®BEE
R-ZE—PNFE-_A-+"0 A=ETEH
RINETSI D IR 1335 - DASREE AP B4R
TBRIHEVER BERABHEAARKE
100,000,000 7T ( #7127,900,0007%& 7T ) -
FEREWHREAAI5%  BER2XK - E
B - IHRERE A AR50,000,000
70 (#764,000,000% 7T) * FEHRE K=
KEL6%  BHI3SK - EmIEEME M
HEAS W =RENEE -
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Five Years Financial Summary

heE RS2

A summary of the published consolidated results and of the
consolidated assets and liabilities of the Group for the last five financial
years, as extracted from the audited financial statements and

reclassified as appropriate, is set as below:

WA RELYBHRRMRERBAEFDE
MAREBEREMBFERES AMEEEER
FREERBEMENT

2013 2012 2011 2010 2009
“B-=f —T--f —T——F ZT-TF ZTThF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET FHT FAT FAT FAT
Results 45
Revenue WA 1,472,488 1,313,330 1,103,180 723,610 492,942
Gross profit EF 541,129 464,187 391,702 291,870 192,860
Operating profit Eywil 266,190 223,256 207,463 172,508 100,512
Profit for the year attributable RRRERFAA
to the equity shareholders FEIESE AEF
of the Company 226,540 182,959 181,795 145,423 84,551
Financial position B AR
Assets and liabilities EENEE
Total assets REE 2,832,808 2,193,760 2,006,038 1,505,360 565,707
Total liabilities BEE 745,686 382,926 404,884 218,249 142,646
Capital and reserves B K
Total equity B 2,087,122 1,810,834 1,601,154 1,287,111 423,061
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