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Financial Highlights
871 55 ek =2

For the year ended 31 December BE+=-B=+—RHLEE 2017 2016
(in HK$’000) (F#&x) —E—+tF —T—RF +/()
Revenue A 3,591,080 2,914,842 +23.2%
Gross profit EH 1,457,593 1,261,994 +15.5%
Operating Profit Sl 428,023 689,093 -37.9%
Profit before income tax bR BT 1S B AT & 424,540 678,299 -37.4%
Profit for the year F A 336,566 603,434 -44.2%
Profit attributable to the owners of RABEE ARG R

the Company 407,507 600,908 -32.2%
Research and development costs (included in MER> (BEETRERAA)

administrative expenses) (287,230) (183,614) +56.4%
Impairment of assets (one-off in 2017) BERBE(ZZE—EF—XM)  (176,471) - NANEA
Operating Profit (excluding the impairment of & &&F (T REIEEERE)

assets) 604,494 689,093 -12.3%
Profit before income tax (excluding the B BT 15 B4 A s 1

impairment of assets) (TEFEEERE) 601,011 678,299 -11.4%
Profit for the year FEEMN(TREEERE)

(excluding the impairment of assets) 513,037 603,434 -15.0%
Profit attributable to the owners of the RATEB ARG R

Company (excluding the impairment (TBEEERIE)

of assets) 548,954 600,908 -8.6%

2017 2016 +/(-)
At 31 December (in HK$°000) R+t=ZA=+—-B(F#&x) =TB—tHF —T—RF
Total current assets MEEERE 4,839,173 4,220,419 +14.7%
Total assets BEEBE 5,232,216 4,433,063 +18.0%
Net current assets RBEEFE 3,521,846 3,295,002 +6.9%
Total equity R G 3,897,066 3,501,283 +11.3%
EARNINGS PER SHARE & DIVIDEND
BREAMNRRKE
2017 2016 +/(-)

Per Share (in HK$) gR (Ex) —E—+tF —ZT—RF
Earnings per share TR AT

— Basic —EK 0.367 0.539 -31.9%

— Diluted —#E 0.367 0.535 -31.4%
Proposed final dividend per ordinary share BEERERRRERE 0.04 0.04 -




Financial Highlights
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FINANCIAL RATIOS

Bt =
2017 2016
—E—tF —E-RF
Gross profit margin EF = 40.6% 43.3%
Operating profit margin e = 11.9% 23.6%
Net profit margin FFE 9.4% 20.7%
Current ratio DI 3.7 4.6
Return on equity’ e EkaY 10.5% 17.2%
Return on assets? & & 0] ¥ 7.8% 13.6%
Operating profit margin (excluding the KEBNE (TRIEEERE)
impairment of assets) 16.8% 23.6%
Net profit margin (excluding the FRBE (TBREEERE)
impairment of assets) 14.3% 20.7%
TURNOVER DAYS
HEBH
2013 2014 2015 2016 2017
Year £E “F-Zf CZET-NF —T-RF ZT-RF ZF-tF
Inventory? r& 139 114 112 142 138
Trade and bills receivables* AR N B R 1 147 118 121 164 158
Trade payables® JE 18R 555 131 105 119 152 138
Cash conversion? Re@ige 155 127 115 154 158
Notes B 3
1 Return on equity = Profit attributable to the owners of the Company/ 1 R = ARAFAAEGGB,FRER
Equity as at year end
2 Return on assets = Profit attributable to the owners of the Company/Total 2 BERBF=AQRFEAEBEEN, FREE
assets as at year end wE
3 Inventory turnover days = Average Gross inventory balance/(Cost of sales 3 FERBHE=-FHGEELAHAE (FRH
for the year/365 days) ERA, 3650)
4 Trade and bills receivables turnover days = Average Gross trade and bills 4 FEURR 3R R E W R IR B 88 B 8 — T E R
receivables balance/(Turnover for the year/365 days) TN EWEE AT (FRL %%, 365
B)
5 Trade payables turnover days = Average Gross trade payables balance/ 5 EREFAERS - FHEMERBE, (F
(Cost of sales for the year/365 days) W& A 365 )
6 Cash conversion days = Inventory turnover days + Trade and bills 6 ReEHAYg-—FERE A+ ERRERLE

receivables turnover days — Trade payables turnover days

WEEEE A8 — R RS A B



Bank Card Transaction Flow of Electronic Payment

IRTTREBFR IR A

The following is a simplified diagram illustrating the transaction flow in
a typical electronic payment transaction

Cardholder
BEA

(e.g. hotels, restaurants and retailers )

(PIEDESE - RIERFER..)

Card Issuer

(e.g. payment p
FAFSt Dara of US,
sudv ES Aqrr u!tura/ Bank of

Card Association
gt

(e.g. Visa/MasterCard/China UnionPay)
(B120Visa/MasterCard/F EIFR )

Source: Analysys International, CSI

“m) " E-payment Terminals solutions provider sells E-payment Terminals
products and provides related services to merchant service provider
and acquirer.

“=) " Merchant service provider provides transaction processing
solutions to merchants by assisting merchants in setting-up their
operations to accept cards as a form of payment from their
customers.

u»u

1:  Cardholder purchases with card at a merchant through an
E-payment Terminals.

2:  The E-payment Terminals sends transaction data to the acquirer.

3&4: The acquirer sends authorisation 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 authorisation.

7:  The acquirer receives the response and relays it to the merchant.

=)

=)

- E-payment
Terminals Products
EFXARBER

VAT S B AR 8 — AR R 1T
22

SETXMNRFHHIR

Distributor
DHE
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)it

Commercial Bank or Thlrd Party
Payment Service Provider

BRERATRE =T X IR HHER

1

E-payment Terminals
Solutions Provider

BT NRBAER

E-payment Terminals Products
BFXMNRIKER

T3 AL
(e.g. PAX Global)
(Bl20E EIRER)
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Some of Our Products (for reference only)

BRradER (2HSE)

ELECTRONIC CASH REGISTER SOLUTION
ETWRBMERE R

General Features: Cost efficient and space saving all-in-one integrated solution. Support all kinds of payments and
operated by Android operation system.

— AR PRAEH) R 2R ER R B — LR T 5 X5 B BB IR A i Android tE1EZE & 4t

New model launched in 2017

TR -LFHEHANER



Some of Our Products (for reference only)

BRradER (2HSE)

NFC

FEBE R

General features: Support all kinds of mobile payment, including dynamic QR code technology and Contactless payment.
—MRAFIE XRERABHINEN SFEBRE IR RIEEBA -

g

New model launched in 2017

TE-LFHRHOHRES

SMART E-PAYMENT SOLUTION

EREFXNBROR

General features: Large and high-resolution capacitive touch screen, dual cameras, fast thermal printer. Support all kinds
of payments, including gift cards and loyalty programs.

— R FADBERBER SRER REALITIH - HIPUNERX BEERREERTE-

EUR68.90
| :E : o J




Some of Our Products (for reference only)

BRradER (2HSE)

TRADITIONAL E-PAYMENT SOLUTION
BRETFXNBRER

i) Countertop and Wireless E-payment Terminals
EARFHERAE TINRIR

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. Most of the models support QR code
application.

— AR AENEER HMES UXRHEARN B RREZIEBENER BREERFRERERE X

BB BUSR A SR TSR

New model launched in 2017

“E-LFHEENNES

Other models: Q80, S910, S900, S800, S500, S90, S80, S78, S60, S58
H{h A3 Q80 - S910 - S900 - S800 - S500 - S90 - S80 - S78 * S60 - S58

aoacs
asa®)
\@oa




Some of Our Products (for reference only)

BRradER (2HSE)

TRADITIONAL E-PAYMENT SOLUTION
BRETXNMRER

ii) Pin Pad Devices

TSR R R

General features: Specifically designed for contactless payment, which comply with various industry standards
including MasterCard’s PayPass and Visa's payWave.
— MR EREIIEFEEA T A ME  WHE ZEZEANZLE - BIEMasterCardfyPayPass & Visa# payWave °

New model launched in 2017 New model launched in 2017

—EtEHHNERE —E -t HFERNNER

(
Other model H b & 55 :
SP20V4, SP30, S300
i) Multilane Series
Z R R
General features: Provide a fast and accurate touch response capabilities, and able to be integrated with a variety
of POS systems.
—MREM BEERRBEENBREEE ) WLHEZEPOSEHRES -




Some of Our Products (for reference only)

BRraER (2HSE)

MOBILE E-PAYMENT SOLUTION

BEEFXNBERIR

General features: Accept smart card, magnetic stripe and contactless transactions, large memory capacity, and built-in
contactless card reader supports near field communications (“NFC").

—RRAFIE AENEE R HMEREEEEE AERZERE  NEXRITEREABA (INFC L) IEEE
EReEe

EUR12, 50

Flants amies pasyaed |

v i i,




Some of Our Products (for reference only)

BRradER (2HSE)

PAXSTORE (new software solution launched in 2017) (ZZE —+FH BN FEERRFTER)

Features: A secure cloud-based Software-as-a-Service (“SaaS"”) platform that allows you to create and manage
your own independent marketplace for software application distribution. It also provides an integrated
terminal management system platform and smart data analysis.

R — (AR 2T EBEIIRTE([SaasS | ) F & AFEEIRELEREZBE B LNRHRATIS R ©
RE—(ALRGFEEERRSRTAME BB ST

&2 paxsToRE b

PAX Store POS Client App

Architectural Feature

PAXPAY (new software solution launched in 2017) ( Z = —+FH# W FHE R T =)

Features: An omni-channel payment gateway platform. Through this platform, merchants’ transaction will be
centralised and eliminated the reconciliation to different acquirers one by one.

BRI —AReZEXNRENBRAXNTFE AFBALTRHZREXSIETHER REEKETE—
HIRME -

PAXPAY Benefits
> nulsie (O code payments & immediately
cater o more Chinese touris

ipsristi MRHCRAIES 10 & STwd=Chanel
PaFTENL experiende sl Ao sddisonal Coat

> Fuuture-proof for Mipary, WeChat Pay and
P s o resirlle purpmen

C/{}m,‘ (QD PAXPAY

WA, PAX.COMLEN
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Corporate Information

na&Eiy

BOARD OF 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

JOINT COMPANY SECRETARIES
CHEUNG Shi Yeung

LAU Ling Yun Agnes

CHAN Yiu Kwong

AUTHORISED REPRESENTATIVES
LI Wenjin

CHEUNG Shi Yeung

CHAN Yiu Kwong (alternate)

BERMUDA RESIDENT REPRESENTATIVE

Conyers Corporate Services (Bermuda) Limited

AUDITOR

PricewaterhouseCoopers

LEGAL ADVISERS

As to Hong Kong Law
Reed Smith Richards Butler
Woo Kwan Lee & Lo

As to Bermuda Law
Conyers Dill & Pearman
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Corporate Information
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PRINCIPAL BANKERS

Industrial and Commercial Bank of China (Asia) Limited
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The Hongkong and Shanghai Banking Corporation Limited
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2 Church Street
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Hong Kong
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Clarendon House

2 Church Street
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Bermuda

BRANCH SHARE REGISTRAR AND
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Tricor Investor Services Ltd
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www.paxglobal.com.hk
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Simplified Corporate Chart
INSIEN RS

The following is a simplified corporate chart of the Group’s principal operating subsidiaries up to the date of this report.

PAX Global Technology Limited
(Stock code: 327)
(CEeE)]

Pax Technology Limited
4 (HK)

100%

Wonder Pax
Technology
(Shenzhen) Co., Ltd.
(PRC)

Pax Computer
Technology Pax Technology, Inc.
(Shenzhen) Co., Ltd. (USA)
(PRC)

Pax Korea Holdings
Co., Ltd.
((GI=F)]

Pax [talia S.r.l.
(Italy)

51%

Shanghai
New Kashuo
Information

Kwang Woo
Information &
Communication
Co., Ltd.
(Korea)

Suzhou leasy
Information
Technology Co., Ltd.
(PRC)

Technology
Company Limited
(PRC)

4 PAX GLOBAL TECHNOLOGY LIMITED ~ ANNUAL REPORT 2017



Simplified Corporate Chart
INSIEN RS

TRAHEAREANAKETIZLENBARNARRBHR-
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Directors and Senior MJanagement

ESEhSHREER

As at 7 March 2018, the date of the Report of the Directors, the
biographical details of the directors (the “Director(s)”) and senior
management of PAX Global Technology Limited (the “Company”) are as
follows:

BOARD OF DIRECTORS

Executive Directors

NIE Guoming Chairman

Mr. Nie, aged 55, is the Chairman and an Executive Director of the
Company and the Chairman of Pax Computer Technology (Shenzhen)
Co. Ltd. ("Pax Technology (Shenzhen)”). He is responsible for the
overall management and strategic development of the Company and
its subsidiaries (collectively, the “Group”). Mr. Nie has over 22 years
of experience in the card payment industry. He joined Pax Technology
Limited (“Pax Technology”) since its founding on 20 March 2000. He
was the vice president of Pax Technology from 20 March 2000 to 1
January 2001 and the president of Pax Technology from 2 January 2001
to 14 June 2010. He was appointed as the chairman of Pax Technology
on 14 June 2010. Mr. Nie previously worked as an engineer in the
Information Technology Department of the Headquarters of China
Merchants Bank in the People’s Republic of China (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 lJie Chief Executive Officer

Mr. Lu, aged 53, is the Chief Executive Officer and an Executive Director
of the Company and a director in a number of subsidiaries of the
Company. He joined the Group in August 2001 and is responsible for
managing all the business development, sales and marketing functions
of the Group. Mr. Lu has over 17 years of experience in sales and
marketing in the electronic payment industry and served a number of
management positions and executive role at Beijing Order Computer
Company (“Beijing Order”), a system integration 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.

6 PAX GLOBAL TECHNOLOGY LIMITED ~ ANNUAL REPORT 2017
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Directors and Senior Mlanagement

ESEhSHREER

LI Wenjin

Mr. Li, aged 54, 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 26 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 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”), 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 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 52, 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 Ju Teng International Holdings
Limited (EREBIFRIERR B R A 7)), Far East Horizon Limited (2R 7=
{Z8BR2AF), Poly Culture Group Corporation Limited (f%ﬂﬁfl:’i
H ety BB A F)) and Yida China Holdings Limited ( {& & B2 f
BRA7]), all of which are companies listed on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). 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.

WU Min

Dr. Wu, aged 46, was appointed as an Independent Non-Executive
Director of the Company on 1 December 2010. Previously, Dr. Wu
was an assistant professor at 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.
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Directors and Senior MJanagement

ESEhSHREER

MAN Kwok Kuen, Charles

Mr. Man, aged 59, 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.

SENIOR MANAGEMENT

LUO Shaowen

Mr. Luo, aged 49, is the executive vice president and a director of
Pax Technology (Shenzhen). He is responsible for the research and
development management of the Company's smart electronic payment
point-of-sales terminals (”E-payment Terminals”) products and supply
chain business (procurement production, quality management and
information technology) 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 20 years of
experience in the card payment industry and over 15 years of experience
in financial administration and supply chain management. He joined
Pax Technology (Shenzhen) in December 2004 as the chief financial
officer. Prior to joining the Group, Mr. Luo served various management
positions in the Beijing Order and Beijing Hi Sun Electric Power
Information Technology Limited.

CHEUNG Shi Yeung

Mr. Cheung, aged 34, is the Chief Financial Officer and one of the joint
company secretaries of the Company (the “Company Secretary(ies)”).
He joined the Group in October 2016 and is responsible for overseeing
the business development, finance, compliance, merger and acquisition,
and investor relations of the Group. Mr. Cheung graduated from The
Chinese University of Hong Kong with a bachelor’s degree in Business
Administration and has over 10 years of financial and accounting related
experience. He is a member of the Hong Kong Institute of Certified
Public Accountants. Prior to joining the Group, Mr. Cheung worked for
an international public accountancy firm and was involved in a number
of audit and assurance, capital market transaction and advisory projects
advising corporate clients including listed companies and conglomerates
worldwide.
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Chairman’s Statement

FTRHRSE

Dear Shareholders,

On behalf of the board of Directors (the “Board”) of PAX Global
Technology Limited (“PAX" or “the Company”, together with its
subsidiaries, the “Group”), | am pleased to present the annual report of
the Group for the year ended 31 December 2017.

FINANCIAL RESULTS

For the year under review, the Group’s turnover amounted to
HK$3,591.1 million, representing an increase of 23.2% compared to
HK$2,914.8 million in 2016. The incline was mainly contributed by
the huge increase of 57.1% in overseas markets. All regional overseas
business recorded growth, especially in the Latin America and the
Commonwealth of Independent States (“LACIS”) and the United States
of America and Canada Region (“USCA"). Moreover, the proportion of
the total revenue of the overseas markets over the Group's total was
72.5%, as compared to 56.8% in the corresponding period last year.

In 2017, profit for the year was HK$336.6 million, representing a
decrease of 44.2% compared to HK$603.4 million in 2016. The
decline was mainly contributed by the one-off impairment of assets
during the year in relation to the operation of the Group’s non-wholly
owned subsidiaries, Shanghai New Kashuo Information Technology
Company Limited (“Shanghai Kashuo") and its subsidiaries (collectively,
the "Kashuo Group”) and Suzhou leasy Information Technology Co.
("Suzhou leasy”) of HK$159.0 million and HK$17.5 million respectively.
Excluding the effect of the one-off impairment of assets of HK$176.5
million, the profit for the year decreased by 15.0% or HK$90.4 million,
as compared to last year.

In 2017, profit for the year attributable to the owners of the Company
was HK$407.5 million, representing a decrease of 32.2% as compared
to HK$600.9 million in 2016. Basic earnings per share for the year was
36.7 HK cents (2016: 53.9 HK cents).

During the year, the Company repurchased a total of 13,000,000 of its
own shares. The Board believes that the share repurchases are in the
best interests of the Company and its shareholders and would lead to an
enhancement of the net assets value per share and/or earnings per share
of the Company.

The Board has recommended to declare a final dividend of HK$0.04
per ordinary share for the year ended 31 December 2017 (2016:
HK$0.04 per ordinary share, amounting to a total of approximately
HK$44,008,000 (2016: HK$44,315,000).
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Chairman’s Statement

FTRHRSE

OUTLOOK

PAX was delighted to have hit an all-time record high, in terms of
the number of E-payment Terminals shipped during 2017, with over
6.4 million units sold, of which over 4.1 million units sold in overseas
markets.

Over the years, PAX continues to grow its international footprint actively,
where the PAX brand, technology, product quality and the customer-
oriented approach have all combined to give the Group an excellent
reputation in many international markets. During the year, PAX recorded
an impressive growth in the United States of America (“US”) and Brazil,
driving a substantial increase of 57.1% in overseas revenue. In addition
to the Group's intensified cooperation with over 90 global partners and
distributors worldwide and providing comprehensive technical support,
PAX continues to attract more reputable payment system integrators
and distributors into its sales network. Leveraging on their local
excellence in operational, technological and sales capabilities, PAX will
further expand its market share in the future.

As the global payment patterns tend to go cashless, the future of the
E-payment Terminals industry continues to evolve and shine brightly.
More and more policies are being introduced in fast developing payment
markets, such as China and India, which has further formalised and
standardised local payment markets, thus bringing more opportunities
to E-Payment Terminal solutions and related services providers. In view
of the emergence of more new and innovative payment methods
around the world, the Group will continue to strengthen its research
and development (“R&D") efforts, continue to launch new products that
meet market and business needs and reinforce its strong footing in both
the overseas and PRC market.

Our superior R&D capability continues to be one of the Group’s most
important competitive advantages. During the year, we invested further
resources in R&D in the development of our Android platforms and
related “Smart” terminal solutions, as these are becoming key future
payment trends. The Group will continue to invest more resources
in R&D, expanding the R&D team to develop new products, and
developing all-in-one electronic payment value-added solutions and
services, in order to continue satisfying our global customer base. As of
the end of 2017, the staff number of R&D teams was 826, accounting
for 55% of the total number of employees.
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Chairman’s Statement

FTRHRSE

PAX has completed a number of merger and acquisition ("M&A")
projects, including fund investment, minority stake investments and
subsidiary acquisition projects in 2017. Through M&A, PAX further
enriched its spectrum of business, expanded the international footprint
and enhanced the diversity of hardware and software payment-related
products and services and long-term benefits of the Group. In the
future, PAX will continue to strengthen its global sales channels, expand
the payment value chain and explore new innovative technologies to
bring better value to its customers and shareholders.

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 staff for their valuable contributions in 2017. | look forward to our
persistent efforts to achieve much more impressive performance in the
future.

Nie Guoming
Chairman

Hong Kong, 7 March 2018
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Management Discussion and Analysis
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FINANCIAL REVIEW B %% B B

The key financial figures for the year ended 31 December 2017 are #HEZZT—+tF+-_A=+—HILFENFE
extracted as follows: MBS ERREEENT

For the year ended 31 December
BE+-A=+—-HLFE
2017 2016

—F-tF —TAF

HK$000 HK$'000

FHET FET +(-)
Revenue WA 3,591,080 2,914,842 +23.2%
Gross profit EH 1,457,593 1,261,994 +15.5%
Other income Hu A 75,054 71,593 +4.8%
Selling expenses HEM X (426,432)  (297,396) +43.4%
Administrative expenses 1THEH (501,721) (347,098) +44.5%
Impairment of assets (one-off in 2017) BERBE(ZZ—+F
— IR (176,471) - N/ATEA
Profit before income tax Br BT 15 B AT & 424,540 678,299 -37.4%
Income tax expense FriS i X (87.974) (74,865) +17.5%
Profit for the year FEaF 336,566 603,434 -44.2%
Profit attributable to the owners of the Company X2 A # B A JE {535 H) 407,507 600,908 -32.2%
Research and development costs (included in MERAS (BEETH
administrative expenses) E2AHA) (287,230)  (183,614) +56.4%
As at 31 December
R+=—A=+—H

2017 2016

—E—tF —E—RF

HK$'000 HK$'000
FET FAET +/(-)
Total current assets MEEELRE 4,839,173 4,220,419 +14.7%
Total non-current assets ERBEERE 393,043 212,644 +84.8%
Total assets BAEME 5,232,216 4,433,063 +18.0%
Total current liabilities mEBERE 1,317,327 925,417 +42.3%
Total non-current liabilities EnBBERE 17,823 6,363 +180.1%
Total liabilities BEAR 1,335,150 931,780 +43.3%
Net current assets MEEEFE 3,521,846 3,295,002 +6.9%
Total equity Ry 3,897,066 3,501,283 +11.3%
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and Analysis

For the year ended 31 December

BE+T-A=1T-HLFE

2017 2016
—E—+tF —ZT—RF +/(-)
PER SHARE (IN HK$) R (Bx)
Earnings per share for the profit attributable ZAY/NCIES PN
to the owners of the Company i ) 8 5 AR 2 A
— Basic — AR 0.367 0.539 -31.9%
- Diluted —¥E 0.367 0.535 -31.4%
For the year ended
31 December
BE+t-A=+—HLEE
2017 2016
—E—+tHF —ZT—RF
FINANCIAL RATIOS g 3 e
Gross profit margin EFE 40.6% 43.3%
Net profit margin R 9.4% 20.7%
Net profit margin (excluding the impairment of assets) EFBE (T2 IEEERE) 14.3% 20.7%

Revenue

Turnover increased by 23.2% or HK$676.3 million to HK$3,591.1
million for the year ended 31 December 2017 from HK$2,914.8 million
for the year ended 31 December 2016. Turnover from overseas markets
grew by HK$945.8 million to HK$2,602.5 million, representing a growth
of 57.1%. Turnover from the China Market decreased by 21.4% year-

on-year or HK$269.6 million to HK$988.6 million.

i) Sales by Geographical Region

72% 28%

57%

N
EEHERHBEE-_ZTE—AR"F+_A=+—8H1t
FEM2,914. 88 8B LEMN23.2%5676.3
AEELEHE-_T—tF+-_A=+—8
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R MN45 8E BB ILE2,602 588 T
BRS71% - REFEMENEEBIZF T F
21.4%55269.6 B BB LE988. 6B BB
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2017

HK$'000
TR

1,479,993

Total #85T

609,284

988,603

3,591,080
. 254,723
553,990
\ 258,477 !
236,092 / 176,669

2016

HK$'000
FHET
689,902
1,258,189
T @
[ ]
Total #85T

2,914,842 °

LACIS
EMEA

APAC

USCA

China Market
RIS

For the year ended 31 December

BE+T-A=1+-HLEFE

2017 2016
——tF T AF
HK$'000 HK$'000

FET FAET +/(-)
Overseas markets BHNTT 5
— Latin America and the Commonwealth of — R T 3N RN B B B B R
Independent States (“LACIS") (fLAcis 1) 1,479,993 689,902 +1145%
— Europe, Middle East and Africa (“EMEA") —BOM - AR R IEM
(TEMEA 1) 609,284 553,990 +10.0%
— Asia Pacific Region —DKRE (B EIKRFEEN)
(Except for Mainland China) (“APAC") ([APAC ]) 258,477 236,092 +9.5%
— United States of America and —XFEENEKE
Canada Region ("USCA") (Tusca 1) 254,723 176,669 +44.2%
2,602,477 1,656,653 +57.1%
China Market F TS 988,603 1,258,189 -21.4%
3,591,080 2,914,842 +23.2%
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Turnover generated from overseas markets increased by 57.1% to
HK$2,602.5 million for the year ended 31 December 2017 from
HK$1,656.7 million for the year ended 31 December 2016. Turnover
generated from overseas markets accounted for 72% of total revenue
for the year ended 31 December 2017, growing from 57% for the year
ended 31 December 2016. All overseas business units recorded growth,
especially the LACIS and USCA region. Brazil, the US and ltaly have
become PAX's key overseas markets. As of the end of 2017, we had
over 90 overseas distributors and partners worldwide.

Turnover generated from the China Market decreased by 21.4%
to HK$988.6 million for the year ended 31 December 2017, from
HK$1,258.2 million for the year ended 31 December 2016. Turnover
generated from the China Market accounted for 28% of total revenue
for the year ended 31 December 2017 compared with 43% for the
year ended 31 December 2016. The decrease was mainly due to the
influence of the product mix shifting and the continuously keen price
competition.

ii) Sales by Revenue Category

REGITMENEEREHEE =T —~"F+=
A=+ —HILFEM1,656.758 &5 T8N
STN%EHE_ZT—tFF+_A=1+—HIEF
EH2,602 5888t -#HE_T—tF+=A
=+ —HL BITEEERLBEERLE

ECE—RNFT+_A=ZF+—HILFEST%EER
B72%  HINE D HEBHEGER KA

LACISKRUSCAM @ - B7E - EB R EAFIEK A
BESNINEBERMSE BE-T—tFE K
MR BEIOREMME R ZHAEIND 8
HEERH -

REPEMEBENEEERBEEZE T —~<F+=
A=+ —HILEHEM1,258288 BT T%
21 4% E2HE_T—+F+-_A=+—HIHF
ERogs6E BB L-HE_ZT—+tF+_-A
T+ —HLEFE FEMBEEREGBEER
28% MBE_ZT—A"F+_A=+—HLHF
A A43% - HE T EERHNE T
EX2IEEEANNEBERRS-
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i) BRUBABEMNERT

For the year ended 31 December

BE+-A=1T—-HLEE

2017 2016

—E—+tF —ZT—RF

HK$'000 HK$'000
FET FAT +/(-)
E-payment Terminals products BF LT RIGE R 3,429,679 2,757,632 +24.4%

Services: AR 7% -
Payment solutions services XA ER R T R AR TS 95,612 125,101 -23.6%
Maintenance and installation services HERLTERE 65,789 32,109 +104.9%
3,591,080 2,914,842 +23.2%
AERNHEARLS S tEEH 15
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E-payment Terminals products

E-payment Terminals products include smart E-payment Terminals,
traditional E-payment Terminals (comprising countertop and wireless
E-payment Terminals, pin pad devices and multilane E-payment
Terminals), mobile E-payment Terminals and other accessory items.

Turnover from the sales of E-payment Terminals products increased by
24.4% to HK$3,429.7 million for the year ended 31 December 2017
from HK$2,757.6 million for the year ended 31 December 2016. The
growth is attributed to the increase in sales in the overseas markets
during the year.

Services

i) Payment Solutions Services
Turnover from the provision of payment solutions services
decreased by 23.6% to HK$95.6 million for the year ended 31
December 2017 from HK$125.1 million for the year ended 31
December 2016. Payment solutions services income was mainly
generated from the provision of value-added solutions services in
the China Market.

if)  Maintenance and Installation Services
Turnover from the provision of maintenance and installation
services increased by 104.9% to HK$65.8 million for the year
ended 31 December 2017 as compared to HK$32.1 million for
the year ended 31 December 2016. Maintenance and installation
services income was mainly generated in Hong Kong and ltaly.

Gross Profit Margin

Gross profit margin for the year ended 31 December 2017 was 40.6%,
representing a decrease in 270 basis points as compared to 43.3% for
the year ended 31 December 2016. The decrease was mainly due to
the keen price competition in China Market and the incentives given to
long-term customers in overseas markets.

Other Income

Other income comprised primarily of value-added tax refund, interest
income from time deposit and subsidy income. It increased by 4.8% to
HK$75.1 million for the year ended 31 December 2017 from HK$71.6
million for the year ended 31 December 2016. The increase was mainly
due to the increase of interest income.
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Selling Expenses

Selling expenses increased by 43.4% to HK$426.4 million for the year
ended 31 December 2017, from HK$297.4 million for the year ended
31 December 2016. The increase was mainly due to the increase of sales
and after-sales service staff headcounts.

Administrative Expenses

Administrative expenses increased by 44.5% to HK$501.7 million for
the year ended 31 December 2017 from HK$347.1 million for the
year ended 31 December 2016. The increase was mainly due to the
expansion of R&D centres and teams, and additional headcounts.

Impairment of Assets

The Group has recognised a one-off impairment of assets of HK$176.5
million in total during the year, consisting of impairment of HK$159.0
million and HK$17.5 million respectively in respect of the operation
of Kashuo Group and Suzhou leasy, non-wholly-owned subsidiaries of
the Company. Detail is set out in note 15 to the consolidated financial
statements.

Profit for the year and Profit Attributable to the Owners of
the Company

As a result of the foregoing, profit for the year was HK$336.6 million,
representing a decrease of 44.2% compared to HK$603.4 million in
2016. Profit for the year excluding the one-off impairment of assets
was HK$513.0 million, decreased by 15.0% or HK$90.4 million, as
compared to last year.

In 2017, profit for the year attributable to the owners of the Company
was HK$407.5 million, representing a decrease of 32.2% as compared
to HK$600.9 million in 2016. Profit for the year attributable to the
owners of the Company excluding the one-off impairment of assets was
HK$549.0 million, decreased by 8.6% or HK$51.9 million, as compared
to last year.

OVERVIEW

The Group is an innovative global E-payment Terminals solutions
provider, engaging in the development and sales of E-payment
Terminals products and the provision of payment solutions services and
maintenance and installation services (collectively “E-payment Terminals
solutions business”).
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PAX is renowned in the international payment industry for its superior
R&D capabilities, cutting edge production facilities and dedicated
technical support, offering best-in-class product quality and innovative
product portfolio. Attributing to a huge customer base spreading across
100 countries, an extensive sales network of local offices, channel
partners and payment system integrators, PAX has established a strong
global presence and achieved a leadership position.

Since 2010, the Group's shipments of global E-payment Terminals have
increased by at least 10% year on year. During this period, overseas
sales grew rapidly which contributed 72% of the Group's total revenue
in 2017, as compared to 22% in 2010.

The Group is confident and well-positioned to continue on leveraging
our strong international brand reputation, capturing ongoing growth
opportunities arising from industry consolidation, further expanding our
global market share in the payment terminal market and strengthening
our payment solution technology and software services.

MARKET ANALYSIS AND INDUSTRY TRENDS

(i) Overseas Markets

In recent years, the rise of cashless societies has become a growing
trend worldwide, and non-cash payment becomes the main
payment method for most overseas markets. The demand for
E-payment Terminals solutions will continue to flourish, owing to
strong promotion of cashless transactions by the governments,
especially the number of E-payment Terminals installed in
emerging markets has grown substantially (for example, India:
from about 1.8 million units in 2016 to about 3 million units in
2017).

Over the years, PAX has steadily expanded its overseas sales
network of channel partners to around 90 reputable payment
system integrators in over 100 countries worldwide. PAX has
also established subsidiaries in different regions and continues to
expand its footprint in the countries along the Silk Road Economic
Belt such as Russia, Germany and ltaly, laying a solid foundation
for the Group’s development by utilizing the opportunities arising
from global integration and the “Belt and Road” initiative.

LACIS

In 2017, PAX continues to be the dominant leader in mobile
payment terminals (“mPOS") market in Brazil. Since the successful
launch of traditional payment terminals in 2016, the shipment
volume grew rapidly which contributed a substantial sales
growth in LACIS region, leading PAX to become one of the major
terminals providers in the region.
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Sales in other parts of the Latin American region grew rapidly.
Demand for PAX payment solutions continues to rise in Argentina
driven by the government launched cashless payment initiatives.
In Russia, PAX's high quality products have been well recognised
by major acquiring banks. Strong demand of payment terminal is
expected to be driven by the preparation of the forthcoming 2018
World Cup.

EMEA

PAX continues to achieve solid results in the EMEA region, where
more acquiring banks, payment service providers and retail groups
have chosen to use PAX's innovative solutions. Two major trends
in this region are the growing market demand for Android based
E-payment Terminals solutions and the increasing popularity
of mPOS. In Europe, PAX achieved significant sales growth in
Germany, Poland and Belgium. In other European countries such
as France, Spain and the Nordics region, our channel partners
are conducting certification procedures for PAX solutions. PAX's
market share in the Middle East region grew further, attributing to
transition towards using PAX payment solutions by the acquiring
banks in the Gulf Cooperation Council (GCC) region. In Africa, the
Group has commenced market development in the West Africa,
where E-payment Terminals solutions are comparatively under-
developed.

APAC

In most of the Asia Pacific region, PAX continues to be a leading
market player. At the same time, PAX has established subsidiaries
in Japan and India in order to capture opportunities arising from
the ongoing preparation of the Tokyo Olympics, the Europay,
MasterCard and Visa (“EMV") migration in Japan and the
promotion of non-cash society by the Indian government. In
November 2017, PAX further penetrated into Korea's payment
market by acquiring a Korean payment terminal company, Kwang
Woo Information & Communication Co. Ltd (“Kwang Woo"),
so as to further realise the globalization objective of PAX. It is
expected that these strategic layouts will drive sales in the Asia
Pacific region and inject momentum into the Group's future
revenue growth.

USCA

PAX made excellent progress in the US market. In addition
to working with several large new customers to expand their
business, the new generation of smart electronic cash register, the
E-Series, was successfully launched at the end of 2017 and was
well received by the customers. According to the Nilson Report,
an industry report, card payments contributed approximately 60%
of the total consumer payment in the US in 2016, compared with
approximately 50% in 2011, reflecting an increase of card usage
and card related payment products stickiness in the US market.
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(i)

20

Since the establishment of Pax Technology Inc, a subsidiary of PAX,
in the US in 2008, PAX has been striving to develop integrated
payment solutions, streamline merchants’ payment processing
procedures and reduce their operating costs. PAX's comprehensive
product line and reputation for high product quality continue to
be well received by North American merchants, where PAX plans
to introduce more diversified payment products with excellent and
professional services, in order to gain more market shares.

China Market

The development of cashless payment in China is leading around
the world. With increasing economic growth, the E-payment
Terminals market in China offers lots of opportunities and
challenges. According to the Central Bank of China, the number
of E-Payment Terminals installed across China has rapidly increased
from approximately 23 million units in 2015 to around 31 million
units in 2017. During the same time, the average number of
bank cards held by a Chinese citizen has increased from 3.99 to
4.84. With the support of strong and powerful payment data,
the payment terminal market presents tremendous opportunities
in China. Due to various market factors, PAX has not taken part
in the first round of bidding exercise of a renowned bank in PRC
in 2018. While this will put further pressure on the forthcoming
gross margin of our China business, we will continue to devote
more resources to strengthening our core value of high product
quality as to capture future opportunities.

With the aim of building a regulated “cashless society”, the
Chinese government has continued to implement payment related
regulations and standards. In the middle of 2017, the People’s
Bank of China announced that starting from the end of June
2018, all online payment would be handled through Nets Union
Clearing Corporation (“NUCC"), a centralised non-bank payment
online clearing platform. This initiative will strengthen the financial
supervision, reduce the risk of non-compliance and improve the
transparency of operations of the third-party payment operators.
In December 2017, the People’s Bank of China launched “Barcode
Payment Business Regulation No. 296", a security standard
regulating the use of QR code payment and its security. These
regulations and industry standards will bring huge benefits to the
entire payment environment by enhancing the payment terminals
security and related product quality requirements. In response to
the changes towards high-reaching quality and security of future
payment products, PAX is well-prepared to launch comprehensive
products with accordingly compelling quality, such as QR55 for
QR code payment and other smart terminals that fully support QR
code and other payment modes to cope with the needs of various
merchants.
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MANAGEMENT STRATEGY

Transaction security for consumers and merchants is critical to the
payment industry. By upholding the corporate culture of continuous
innovation and the pursuit of excellence, PAX continues carrying out
R&D and providing secure and user-friendly payment solutions.

The Group is committed to ongoing R&D investments, introducing
new products and maintaining a product portfolio of solutions that
satisfy market expectations, in order to maintain its strong competitive
advantage. In 2017, we increased our investment in R&D to focus on
the development of the payment products tailored for the Chinese
market and the certifications in international markets, while at the
same time expanding our Android-based solutions products and related
application development team and after-sales technical support staff.

In terms of software, during 2017, PAX successfully launched two new
payment services solutions, PAXPAY and PAXSTORE, to further enhance
customer loyalty to the PAX brand:

° PAXPAY : An omni-channel payment gateway system supporting
access between new forms of mobile payment and multiple
acquiring channels.

o PAXSTORE : An innovative open SaaS platform solution providing
customers appstore marketplace functionalities combined with
advanced terminal management system features.

In terms of hardware, PAX will introduce its comprehensive smart
E-payment Terminals product line globally, in order to further penetrate
into different markets and cater the market demand for the new
generation of payment terminals. In order to strength the Group’s
payment terminals distribution, new products will be launched in the
market from time to time, more resources will be spending on increasing
sales channels and distributors. Meanwhile, in view of the emergence of
a wave of cross-segment business consolidation activities in the payment
industry in recent years, PAX will grasp these opportunities by offering
incentive to potential customers in order to gain further market shares in
certain overseas markets.
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Merger & Acquisition Activities and Latest Developments
PAX has remained proactive in seeking quality assets and distinct M&A
opportunities. As of the date of this announcement, the Group has
completed a number of M&A projects, including fund investment,
minority stake investment and subsidiary acquisitions in 2017 and 2018.
Through M&A, the Group further improved the business by enhancing
and diversifying the payment related products and services of the
Group's hardware and software divisions.

Expansion of the Group’s sales channel into new markets:

° The Group acquired 51% equity stake in a Korean company,
Kwang Woo, for an aggregate consideration of US$4.08 million
in November 2017. Kwang Woo is principally engaged in the
development, manufacturing and sales of E-Payment Terminals in
Korea.

° The Group established subsidiaries in Japan and India in 2017 and
2018 respectively, with an aim to strengthen local sales capacity
and to prepare for future opportunities in the local payment
markets.

Expansion of diversified solutions and services:

o The Group acquired and subscribed for an aggregate of 60%
equity stake in an Italian company, CSC ltalia S.r.l. (“CSC Italia”),
for an aggregate consideration of EUR3.0 million in April 2017.
CSC Italia is one of the Italy’s leading installation and service
support companies for E-payment Terminals, personal computers,
cash handling equipment and automatic teller machines.

° The Group subscribed for a 20% equity stake in a Swedish
company, Onslip AB (“Onslip”), for a consideration of EUR2.1
million in April 2017. Onslip is principally engaged in the
development and marketing of a SaaS platform for managing
payments and other value-added applications, deployed on
merchant point-of-sale solutions globally.

° The Group subscribed for a 20% equity stake in a Shanghai
company, Shanghai Coshine Software Co., Ltd. (“Shanghai
Coshine”), for a consideration of RMB17.0 million in September
2017. Shanghai Coshine is an advanced system and services
provider in payment infrastructure, electronic business software
solution and outsourcing operation.
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Exploration of innovative technologies:

In September 2017, the Group has invested in a fund based
in Beijing, with the total investment of RMB51.0 million
for the year. The objective is to further strengthen PAX's
competitive and technological edge in the rapidly changing
fintech environment in China. This fund mainly invests in
numbers of outstanding emerging technology projects and
startups.

Enhancement of the Group’s operational efficiency:

Keeping up with the growth of our business and human resources,
the Group throught its subsidary, acquired the land use right
of a land at Pinghu, Longgang District, Shenzhen, Guangdong
Province with a total planning construction area of more than
25,000 square meters (the “Land”), for a term of 20 years for
a consideration of RMB73 million, pursuant to an agreement
entered into with the Urban Planning, Land and Resources
Commission of Shenzhen Municipality (Longgang Authority) in
2017. The Land will be principally used as the China headquarters
of the Group.

Liquidity and Financial Resources

During the years of 2016 and 2017, 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 is summarised
as follows:
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As at 31 December

R+=—A=+-—H
2017 2016
—E—+t& —ZT—RF
HK$'000 HK$'000
FET FET
Cash and cash equivalents BeMReEEE 2,165,224 2,207,205
Net current assets mENEESE 3,521,846 3,295,002
Net cash generated from operating activities KEEHEENIR ST 214,470 249,507
Net cash used in financing activities REEEFTAMNIRE FE (130,913) (91,376)

As at 31 December

Current ratio (times)
Quick ratio (times)

R+=A=+—H
2017 2016
—2—tF —TF
mBNEL R () 3.7 4.6
REPLL R (fF) 3.0 3.9
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As at 31 December 2017, the Group had cash and cash equivalents and
short-term bank deposits of HK$2,165.2 million (2016: HK$2,207.2
million) and borrowings of HK$14.4 million (2016: Nil). As at 31
December 2017, the Group reported net current assets of HK$3,521.8
million, as compared with HK$3,295.0 million as at 31 December
2016. For the year ended 31 December 2017, net cash generated from
operating activities was HK$214.5 million, as compared with HK$249.5
million for the year ended 31 December 2016. For the year ended 31
December 2017, net cash used in financing activities was HK$130.9
million as compared with HK$91.4 million for the year ended 31
December 2016.

Capital Structure and Details of Charges

As at 31 December 2017, the Group had borrowings of HK$14.4 million
(2016: Nil) and banking facilities of approximately HK$18.0 million
(2016: Nil). The borrowings were used in the operation in Korea and
denominated in Korean Won (“WON"). The borrowings of HK$10.7
million were secured by the land and buildings of a Korean subsidiary
of the Company. As at 31 December 2017, approximately HK$1,202.7
million, HK$516.0 million, HK$396.7 million, HK$42.3 million, HK$7.2
million and HK$0.3 million (2016: HK$1,356.5 million, HK$721.5
million, HK$103.3 million, HK$25.3 million, HK$0.6 million and Nil) of
the Group’s cash balances were denominated in Renminbi (“RMB"),
Hong Kong dollar (“HK$"), United States dollar ("US$"), European
dollar (“EUR"), WON and other currency respectively.

Significant Investment
Save as disclosed in this annual report, the Group held no significant
investment as at 31 December 2017 (2016: Nil).

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 2017 (2016: Nil).
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Use of Proceeds
The net proceeds raised from the global offering received by the
Company were approximately HK$805.9 million.

As at 31 December 2017, the planned and utilised amounts of usage of
total net proceeds are as follows:

FIEREAE
ARBAEHREEESNMERBFENS
805.9B &B T -

R-ZE—tEF+_A=+—HB @MEBEHREZF
BN AERCHAEREOT:

Planned Utilised

amount amount

B cCEASE

HK$ million  HK$ million

BEAT BEBT

Enhancing research and development effort IR B A 322.4 3224
Expanding distribution network R A48 120.8 120.8
Potential merger and acquisition BT R 282.1 282.1
General working capital —REEESD 80.6 80.6
805.9 805.9

Future Plans for Material Investments or Capital Assets

Save as disclosed in this annual report, there was no specific plan for
material investments or capital assets as at 31 December 2017 (2016:
Nil).

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.

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
2017 (2016: Nil).
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Human Resources and Remuneration Policies ANERRFHBE
The total number of employees of the Group as at 31 December 2017 R-ZE—+tF+-A=+—H AEEEER
was 1,514. The following table shows a breakdown of employees of the £ /&1,514 A TR HIIKR T —+F + = A
Group by functions as at 31 December 2017: T —HREBEISNZEHEESRE
Management EEE 14
Sales and after-sales services and marketing HERSERBUARMSHEE 484
Research and development fiff 5 826
Quality assurance =¥ 42
Administration and human resources TEREADEIR 44
Accounting &5t 25
Production, procurement and inventory control HE RBREFEES 79
1,514

The Group ensures that its remuneration packages are comprehensive
and competitive from time to time. Employees are remunerated with a
fixed monthly income plus annual performance related bonuses. Share
options are granted to employees 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
business.

Disclaimer:
Non-GAAP measures

Certain non-GAAP (generally accepted accounting principles) measures 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 for
the year ended 31 December 2017.

The Company wishes to highlight the importance of its Board in
ensuring effective leadership and control of the Company and
transparency and accountability of all aspects of operations and that
its business is conducted in accordance with applicable laws and
regulations.

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

CORPORATE GOVERNANCE PRACTICES

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

In formulating its corporate governance practices, the Company has
applied the Principles and complied with all applicable 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 and the senior management to ensure that operations are
conducted in accordance with the standards of the CG Code.

DIRECTORS' SECURITIES TRANSACTIONS

The Group has adopted a code regulating the securities transaction of
Directors and executive officers named in this annual report, on terms
no less exacting than the required standard set out in the Model Code
as set out in Appendix 10 to the Listing Rules.

Specific enquiry had been made to all Directors and they have confirmed
that they have complied with the Model Code throughout the year and
up to the date of this report.
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The Company has also established written guidelines regulating the
transactions of securities of the Company by senior management and
employees who are likely to be in possession of any 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 make
decisions objectively in the best interests of the Company.

The Board reserves its powers over decision of all major matters which
include, inter alia, the approval and monitoring of all policy matters,
overall strategies and budgeting, internal control and risk management
systems, material transactions (in particular those which may involve
conflict of interests of substantial shareholder(s) or Director(s)), 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(ies), with a view to ensuring that Board procedures
and all applicable laws, rules and regulations are followed.

Each Director may seek independent professional advice in appropriate
circumstances to assist with the discharge of directors’ duties 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. Clear directions
as to the powers, the scope of delegation and relevant arrangements
were given to the senior management and subject to periodic review to
ensure that they remain appropriate to the Company’s needs.

Reporting to the Board and prior approval of the Board are necessary
before the senior management entering into any material transactions
and assuming significant commitments on behalf of the Company.

The Board has the full support of the senior management to discharge
its responsibilities.
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Composition
The Board has a balance of skills, experience and diversity of perspective
appropriate to the requirements of the business of the Group.

The Board currently comprises six members, consisting of three
executive Directors and three independent non-executive Directors.
The balanced composition of executive and independent non-executive
members upholds the effective exercise of independent judgement of
the Board.

The Board currently comprises the following Directors:

Executive Directors:

NIE Guoming (Chairman)

LU Jie (Chief Executive Officer)
LI Wenijin

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.

An updated list of Directors identifying their role and function and
whether they are independent non-executive directors is maintained on
the Company’s and the Stock Exchange’s websites.

The biographical information of the Directors and their relationship
between the members of the Board, 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 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, commencing from 23 May 2016
for Mr. Lu Jie and 1 December 2016 for Mr. Nie Guoming and Mr. Li
Wenijin, unless otherwise terminated in accordance with the terms of
the respective service contracts.
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Training for Directors

Newly appointed Directors receive induction on the occasion of his/her
appointment, so as to ensure that he/she has a proper understanding of
the business and operations of the Company and is fully aware of his/
her responsibilities under applicable laws, rules and regulations and the
Group's various governance and internal control policies. The Company
also, at its expense, arranges and provides suitable training, placing
an appropriate emphasis on the roles, functions and duties of a listed
company director.

All Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills. The
Company has arranged and funded in-house trainings for Directors
in the form of physical seminar and provision of training materials. A
summary of training received by the Directors during the year ended 31
December 2017 according to the records as provided by the Directors is
as follows:

Name of Directors

259
MZEEENEZERESHBNAE BRI
RE THRARARERMEF h2E TEER
ERER RESERARAEBREER
NEPEEBR THBE - N KRB TFAEH
P RREENAE NEABENEELR
PER B A EAOE -

ARRIBBERESFSAFEIRER UH#
REEHBERENTNELREE - ARBDEBE
TEEMHN e REHBIENRESTTHLE
ByREREl - RIBEFRENTES EFNEE
—EEFT A=t B LEFEEINE
MENT

Training on
corporate governance,
inside information and

other relevant topics
LEER ABHEHER

BEEHS H b AH B = EHE I
Executive Directors HITESE

Nie Guoming 7 B B v/
Lu Jie B A v
Li Wenjin EXE 4
Independent Non-Executive Directors BIYFHTES

Yip Wai Ming ESioAiE 4
Wu Min 2 # v
Man Kwok Kuen, Charles X v
Directors’ and Officers’ Liabilities EERSHABENEE

The Company has arranged for appropriate insurance coverage in
respect of legal action against the Directors and officers against losses
or liabilities sustained or incurred arising from or incidental to execution
of their duties. The insurance coverage is reviewed on an annual basis or
any intervals as deemed appropriate by the Board.
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Board Meetings and Directors’ Attendance

During the year, four regular Board meetings were held during the year
for reviewing and approving the financial and operating performance,
and the final results for the year ended 31 December 2016, quarterly
results for the three months ended 31 March 2017, interim results for
the six months ended 30 June 2017 and results for the nine months
ended 30 September 2017, 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 and any other meeting(s) of members
of the Board in compliance with the CG Code), meetings of the Audit
Committee, Nomination Committee and, Remuneration Committee and
general meeting during the year ended 31 December 2017 is set out
below:

ExeeBRESHERR
FRGETHAEREETS S UEH LM
MG R EERE  DREM R ERE -
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—rﬁ‘JE’J%$§W,\E’]Eﬂﬁm§E§§) ERERE
EER RELRECER FHRBEEERLK

RA & E 5 ie 8 3 51 ZZDT :

Attendance/Number of Meetings

BRLEBTRE

Audit Nomination Remuneration Regular
Committee  Committee =~ Committee Board General
Meetings Meeting Meeting Meetings* Meeting

EVZEE REZEE FMHZEE ERESS
Name of Directors e - 2% 2L @  REKE
Nie Guoming = EH NARER  NATER  NATER 4/4 11
Lu Jie EAR NARER  NATER  NATER 4/4 1N
Li Wenjin EXE N/A i 171 7 4/4 I
Yip Wai Ming ZEH 212 1/1 11 4/4 1/1
Wu Min K& 2/2 171 n 4/4 I
Man Kwok Kuen, Charles Xl 22 NANER  NANER 4/4 1N

* Not all Directors were required to attend the rest of the meetings which ~ * IiE% CERHAHFFEREMEBBTEL

mainly dealt with approval of ordinary business transactions.

Practices and Conduct of Board Meetings
Annual meeting schedules and agendas are made available to the
Directors in advance.

Notices of regular Board meetings have been served to all Directors
at least fourteen days before the meetings. Reasonable notice, as
permitted by the Bye-laws of the Company under relevant circumstances
or otherwise agreed, has been given for other Board and committee
meetings.
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The Company Secretary(ies), as delegated by the Chairman, are
responsible for preparing the agendas of board meetings, taking into
account any matters the Directors may propose to include, ensuring that
all Directors are given opportunity to include matters in the agendas
and approving the agendas. In order to enable the Directors to make
informed decision, agendas and accompanying board papers, together
with all appropriate, complete and reliable information are sent to all
Directors or all committees members at least three days before each
Board meeting or committee meeting to keep the Directors appraised
of the latest developments and/or financial position of the Company.
The Board and the individual Directors also have independent access to
the senior management to make further enquires or when they require
further information, in addition to those volunteered by the senior
management.

The Company Secretary(ies) attended all regular Board meetings and,
when necessary, other Board and committee meetings to advise on
statutory compliance, corporate governance matters and to ensure that
the Company’s policies and procedures were properly followed.

The Company Secretary(ies) is responsible for preparing and keeping
minutes of all Board meetings and committee meetings. The minutes
recorded sufficient details of matters considered, decisions reached,
concerns raised and dissenting views expressed, if any. Draft and final
versions of minutes are circulated to the Directors for comment and
records within a reasonable time after each meeting. The final version
is kept by the Company Secretary(ies) and open for the Directors’
inspection.

According to current Board practice, any material transaction, which
involves conflicting interests of a substantial shareholder or a Director,
are dealt with by a duly convened physical Board meeting, at which
independent non-executive Directors having no material interest in
the transaction should be present. Any Directors or any of their close
associates having material interests in the transactions shall abstain from
voting and not to be counted in the quorum at meetings for approving
such transactions.
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Chairman and Chief Executive

The roles and responsibilities of Mr. Nie Guoming and Mr. Lu Jie
respectively as Chairman of the Board and Chief Executive Officer of
the Company (the "CEQ") have been clearly divided and defined. The
clear division of the management of the Board and the day-to-day
management of business ensures a balanced power and authority such
that no concentration of power should vest in any one individual.

The Chairman provides leadership and is responsible for the effective
functioning of the Board in accordance with good corporate governance
practices and establishes corporate governance procedures. With the
support of the Company Secretary(ies) 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 Chairman also encourages the Directors to fully and actively
participate in the Board’s affairs, taking the lead to act in the best
interests of the Company. The Chairman also promotes a culture to
facilitate effective contributions and encourages the Directors to express
dissenting views and concerns and allow sufficient discussion of issues
before decisions are made.

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 and is also responsible for
developing strategic plans, formulating and reviewing the organisational
structure, control systems and internal procedures and processes for the
Board's approval.
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Independent Non-Executive Directors

The independent non-executive Directors possess a wide range of
business and financial expertise, experiences and, through participation
in board meetings, offer independent judgement on issues of strategy,
policy, performance, accountability, resources, key appointments and
standard of conducts. Through taking the lead where potential conflicts
of interests arise, serving on the Board committees, examining the
Company's performance in achieving corporate goals and objectives
and monitoring performance reporting, the independent non-executive
Directors has become an integral part of the healthy growth of the
Company.

During the year, the independent non-executive Directors also attended
the annual general meeting(s) of the Company, details of which are set
out on page 31, enabling them to develop a balanced understanding of
the views of the shareholders.

Each of the independent non-executive Directors, namely Mr. Yip Wai
Ming, Dr. Wu Min and Mr. Man Kwok Kuen, Charles, was appointed
for a contractual term of one year subject to renewal on a yearly basis
and re-election in accordance with the Company'’s Bye-laws. Such term
shall be terminated: (i) by either party giving the other not less than
two months’ written notice; or (i) forthwith without compensation, on
ground of disqualification, gross or willful misconduct or negligence of
such Director, 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 2017, the Board at all times met
the requirements of Rules 3.10(1), 3.10(2) and 3.10A of the Listing
Rules relating to the appointment of at least three independent
non-executive Directors, representing half of the Board and with
at least one of the independent non-executive Directors possessing
appropriate professional qualifications, or accounting or related financial
management expertise.

The Company confirms that it has received written annual confirmation
from each independent non-executive Director concerning his/her
independence pursuant to the requirements of Rule 3.13 of the Listing
Rules and the Company considers that all independent non-executive
Directors are independent in accordance with the Listing Rules.
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BOARD COMMITTEES

The Board has established three committees, namely, the Audit
Committee, the Nomination Committee and the Remuneration
Committee, for overseeing specific aspects of the Company’s affairs.
Each Board committee was established with defined written terms
of reference setting out its authorities and duties and requiring the
Board Committees to report back to the Board on their decisions or
recommendations (unless otherwise restricted by legal or regulatory
requirements). To provide transparency, the terms of reference of the
Board committees are posted on the Company’s website and the
Stock Exchange's website and hard copies of which are available to
shareholders upon request.

Each Board committee consists of a majority of and is respectively
chaired by an independent non-executive Director. Chairman and
members of each Board committee as at the date of this report are set
out below:

Audit Committee

AYIP Wai Ming (Chairman)
AWU Min

*MAN Kwok Kuen, Charles

Nomination Committee
WU Min (Chairman)
AYIP Wai Ming

*LI Wenjin

Remuneration Committee
AYIP Wai Ming (Chairman)
AWU Min

*LI Wenjin

s Independent non-executive Director
* Executive Director

The Board committees have been 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 expense.
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Audit Committee

The Audit Committee was established by the Board on 1 December
2010. The Audit Committee comprises three independent non-
executive Directors (including at least one member possessing
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.

The main duties of the Audit Committee include, among others, the
followings:

(@) 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 Company’s relationship with the external auditors
with reference to the work they performed, their fees and terms
of engagement, and make recommendation to the Board on the
appointment, re-appointment and removal of external auditors;

(©) to review the adequacy and effectiveness of the Company’s
financial reporting system, the Group's financial control, internal
control and risk management systems, associated procedures and
adequacy of resources available to its internal audit functions; and

(d) to consider and identify risks of the Group and consider
effectiveness of the Group’s decision making processes in crisis
and emergency situations and approve major decisions affecting
the Group's risk profile or exposure.

The written terms of reference describing the authority and duties of
the Audit Committee was 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 2017 to review half-yearly and annual financial results and
reports, financial reporting and compliance procedures, internal control
and risk management systems, effectiveness of internal audit function,
the auditor’s independence and objectivity. The Audit Committee
has also met with the Company’s auditor twice during the year and
recommended the re-appointment of PricewaterhouseCoopers as
the Company's external auditor and the Board confirms that it has
taken no different view from the Audit Committee in relation to the
recommended re-appointment.
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At the end of 2017 and the date of this report, 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.

The Company’s annual results for the year ended 31 December 2017
have been reviewed by the Audit Committee.

Nomination Committee

The Nomination Committee was established by the Board on 1
December 2010. Its terms of reference was prepared and adopted with
reference to the CG Code and its principal duties include the review
of 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, business
requirements of the Group and other relevant statutory requirements
and regulations. External recruitment agency may also 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 recorded in writing by the Nomination Committee for the selection
process of Directors in 2014. Since its establishment, the Nomination
Committee has assumed the roles of reviewing such diverse selection
policy at the nomination level and maintaining a diversified spectrum
of Directors with varying perspectives, educational background and
expertise, ranging from in-depth knowhow in the 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 their background or experience, the Directors commonly share and
acquire the talent and competence to drive the development of the
industry and these are the ultimate attributes that the Nomination
Committee will uphold and carry through in the talent selection process
of the Company.
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To facilitate sustainable and balanced development of the Company,
the Nomination Committee adopts a board diversity policy under which
appointment and/or recommendation for appointment will be based
on objective criteria, having due regard for the benefits of diversity
on the Board, including, among others, the candidates’ gender, age,
cultural and educational background, ethnicity, professional experience,
skills, knowledge and length of service. Decisions of the Nomination
Committee are made based on the merits and contribution of the
selected candidates.

The Nomination Committee held one meeting during the year ended 31
December 2017 to review and recommend the re-appointment and re-
election of Directors, and adoption of the procedures for proposing a
person for election as a Director.

Pursuant to the Company’s Bye-laws, Dr. Wu Min and Mr. Man Kwok
Kuen Charles, both being independent non-executive Directors, shall
retire by rotation and, being eligible, offer themselves for re-election at
the for the coming 2018 annual general meeting of the Company (the
"AGM").

Following the recommendation of Nomination Committee, the Board
has further recommended Dr. Wu Min and Mr. Man Kwok Kuen Charles
standing for re-election at the AGM.

The Company’s circular dated 14 March 2018 contains detailed
information of the Directors standing for re-election.

Remuneration Committee

The Remuneration Committee was established by the Board on 1
December 2010. Its terms of reference was prepared and adopted with
reference to the CG Code and its primary objectives and duties 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.
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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 on remuneration policy and
structure and remuneration packages to the Remuneration Committee
for consideration. The Remuneration Committee shall consult the
Chairman and/or the Board about these recommendations. The
Remuneration Committee held one meeting during the year ended 31
December 2017 to review and recommend the remuneration packages
of the Directors and the senior management of the Company, to
establish a formal and transparent procedure for developing policy for
the remuneration of the Directors and assessed the performance of the
executive Directors and approving the terms of their respective service
contracts.

The remuneration payable to the members of the senior management
by band for the year ended 31 December 2017 is set out below:
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Number of
individuals
Remuneration band M 48 B AE
HK$2,000,001 to HK$2,500,000 2,000,001 &L £2,500,000 & T 2

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 notes 10 and 36 to the consolidated
financial statements.

Corporate Governance Function

The Board is responsible for performing the corporate governance
duties and determining the relevant policies of the Company, which
includes formulating and reviewing the Group’s policies and practices
on corporate governance, reviewing and monitoring the training
and continuous professional development of the Directors and the
senior management, reviewing and monitoring the Group's policies
and practices on compliance with legal and regulatory requirements,
formulating, reviewing and monitoring the code of conduct, guidelines
and compliance manual applicable to employees and Directors, and
reviewing the Group’s compliance with the CG Code and disclosures in
this Corporate Governance Report.
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RESPONSIBILITIES IN RESPECT OF THE FINANCIAL
STATEMENTS

The Board and the Directors

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

The Directors also acknowledge their responsibilities for preparing the
financial statements of the Company for the year ended 31 December
2017.

Auditor’s Statement

The statement of the external auditor of the Company about their
reporting responsibilities on the financial statements is set out in the
“Independent Auditor’s Report” on pages 81 to 89.

Senior Management

The senior management has provided the Board with sufficient
explanation and necessary information enabling the Board to make an
informed assessment of financial and other information put before the
Board for approval.

Monthly updates have also been provided by the senior management
to all members of the Board to enable proper discharge of duties by the
Board as a whole or each member individually by giving them balanced
and understandable assessment of the Company’s performance,
position and prospectus in sufficient detail.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board has developed the Group's internal control, risk assessment
and management systems and has overall responsibility for reviewing
and maintaining an adequate and effective risk management and
internal control systems to safeguard the interests of the Shareholders
and the assets of the Group. It evaluates the effectiveness of the systems
at least annually to ensure the adequacy of resources, staff qualifications
and experience, training programmes and budget of the Group's
accounting internal audit and financial reporting functions.
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Risk Management and Internal Control Systems

The risk management and internal control systems of the Company
are designed to manage rather than eliminate the risk of failure to
achieve business objectives, and can only provide reasonable and not
absolute assurance against all risk issues. We have employed a bottom-
up approach for identification, assessment and mitigation of risk at all
business unit levels and across all functional areas.

Process used to identify, evaluate and manage significant
risks

During the process of risk assessment, the Audit Committee is
responsible for identifying the risk of the Group and deciding on the
risk levels and the Board is responsible for assessing and determining
the nature and extent of the risks that are acceptable to the Group
when achieving its strategic objectives. After discussing and taking into
consideration the risk response, the relevant departments and business
units shall be assigned to implement the risk management solutions in
accordance with their respective roles and responsibilities. The identified
risk together with the risk response will be recorded at the risk register
and subject to the Board’s oversight.

Main features of Risk Management and Internal Control
Systems

The key elements of the risk management and internal control systems
of the Company include the establishment of a risk register to keep
track of and record identified risks, the assessment and evaluation
of risks, the development and continuous updating of responsive
procedures, and the ongoing testing of internal control procedures to
ensure their effectiveness.

An ongoing risk assessment approach is adopted by the Company
for identifying and assessing the key inherent risks that affect the
achievement of its objectives. The judgement of the risk is mainly
determined in accordance with the likelihood of occurrence and
consequence of occurrence of the risk, which can be categorised into
3 classes, classifying the degree of risk impact as: Minor (1), Moderate
(2) and Significant (3), and the probability of occurrence of risk as:
Unlikely (1), Possible (2) and Likely (3). The risk degrees reflect the level
of management'’s attention and risk treatment effort required.
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Process used to review the effectiveness of the Risk
Management & Internal Control Systems and to resolve
material internal control defects

In view of the Company’s business and scale of operations, and in order
to adopt the most cost-effective method of conducting periodic reviews
of the Company’'s internal controls, the Internal Audit Department
of the Company (“IA Department”) worked with an independent
consulting firm (the “Internal Control Auditor”) to execute the internal
audit function. The Internal Control Auditor has conducted a review of
the effectiveness of the Group’s risk management and internal control
systems for the period from 1 November 2016 to 31 October 2017 in
accordance with the requirements under Code Provision C.2 of the CG
Code, according to the scope of review agreed and approved by the IA
Department.

The Internal Control Auditor reported to the IA Department and the
IA Department was satisfied that there had been no major deficiency
noted in the areas of the Group's risk management and internal controls
systems being reviewed after implementation of recommendations of
the internal control defects reported by the Internal Control Auditor.
The Audit Committee reviews the adequacy and effectiveness of the
Company'’s financial reporting system, internal control system and risk
management system and associated procedures and cooperates with the
IA Department to ensure the IA Department has access to information
necessary to fulfil their duties and responsibilities with respect to risk
assessment and risk management. Accordingly, the Audit Committee
and the Board considered during the year, the risk management and
internal control systems to be effective and have been implemented
with adequate resources during the year.

Procedures and internal controls for the handling and
dissemination of inside information

The Board has established a policy for handling and dissemination
of inside information (the “Inside Information Policy”). The Inside
Information Policy stipulates the obligations of the Group, restriction
on sharing non-public information, handling of rumours, unintentional
selective disclosure, exemptions and waiver to the disclosure of inside
information, external communication guidelines and compliance and
reporting procedures. Management of the Company takes all reasonable
measures from time to time to ensure that proper safeguards exist
to prevent breach of any disclosure requirement in relation to the
Company. Employees are required to promptly bring any possible
leakage or divulgence of inside information to the attention of the Chief
Financial Officer, or his delegates, who will notify the Board timely and
accordingly, in which case and in the event that there is evidence of
material violation of the Inside Information Policy, the Board will decide,
or designate appropriate persons to decide the course of actions for
rectifying the problem and avoiding recurrence.
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AUDITOR’S REMUNERATION

The remuneration paid to the external auditor of the Company in
respect of the Group’s annual audit services, audit services for a
Korean subsidiary of the Company and non-audit services for the year
ended 31 December 2017 amounted to approximately HK$1,770,000,
HK$290,000 and HK$1,209,000 respectively.

SHAREHOLDER RIGHTS AND INVESTOR RELATIONS

(@) Procedures for Requisitioning a Special General
Meeting
Shareholder(s) holding as at the date of deposit of the requisition
for a special general meeting 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 and the Bermuda Companies
Act 1981, require the Directors to call a special general meeting
for the transaction of business specified in the requisition.

(b) 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 together, 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 to put
forward proposals at general meetings.

() Communication with Shareholders and Investors

General Meetings

General meetings of the Company provide a direct forum of
communication between Shareholders and the Board. At the
annual general meeting and special general meeting, if any, held
during the year, the Directors were made available to answer
guestions in accordance with the requirements under the CG
Code. The Company's external auditor also attended the 2017
Annual General Meeting to answer any questions about the
conduct of the audit, the preparation and content of the auditor’s
report, the accounting policies applied and its independence.
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Other Communications
Shareholders may also contact the Company Secretary(ies) to
direct their written enquires.

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.

Constitutional Documents
There has been no change in the Company’s constitutional documents
during the year and up to the date of this report.

On behalf of the Board

NIE Guoming
Chairman

Hong Kong, 7 March 2018
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Environmental, Social and Governance Report

RIE - HEBREIBHRS

ABOUT THIS REPORT

This report is the second Environmental, Social and Governance
("ESG") report ("ESG Report”) of PAX Global Technology Limited
("PAX" or the “"Company”, together with its subsidiaries the “Group”
or "we"), describing the sustainability performance and initiatives of
the Group based on the Group’s most significant environmental and
social impacts, as well as areas of the greatest interest or concerns to
stakeholders during the period from 1 January 2017 to 31 December
2017 (the “Reporting Period”). Unless otherwise stated, this ESG Report
covers the core business of the Group, which includes the Hong Kong
headquarters and the wholly-owned operating PRC subsidiaries over
which the Group has operational control, accounting for over 87% of
the Group's total turnover in 2017.

This ESG Report is prepared in accordance with Appendix 27
“Environmental, Social and Governance Reporting Guide” to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited. For details of corporate governance, please refer to the
section headed “Corporate Governance Report” in this annual report.

We value the opinions of our stakeholders. If you have any suggestions
for this report and our sustainability performance, please email us at
IR@pax.com.hk.

ABOUT PAX GLOBAL

The Group is principally engaged in the development and sales of
electronic payment point-of-sale terminal (“E-payment Terminals”)
products and the provision of payment solutions services and
maintenance and installation services. We are a global leading provider
of E-payment Terminals solutions which provides products and services
with outstanding function and supreme quality at competitive prices to
customers.

Our mission
To enhance our role in the payment value chain and offer more value-
added solutions and services to customers worldwide.
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Our value
° Dominant position with leading products

° Solid research and development capability

° Comprehensive product line

° Experienced management team

° Broad and extensive distribution and services network

° Strong client base

Cost effectiveness

Memberships and participation in exhibitions

During the Reporting Period, we played an active role in understanding
the trends and best practices of various aspects of our industry through
memberships and participating in international exhibitions, helping us
stay at the forefront of advancements within the industry and hoping
to contribute to the sustainable development of the industry and the
market.

Membership
- Shenzhen Software Industry Association — Vice-president

- Shenzhen Hi-tech Industry Association — Executive Director

- Shenzhen IT — Business Processing Outsourcing Promotion Council
- Member

- Smart Card Professional Committee of China Information Industry
Chamber of Commerce — Member

Participation in exhibitions
- Transact 2017 in the US

- NRF 2017, a retail industry fair in the US

- Money 20/20 in Copenhagen and Las Vegas (one of the world’s
largest fintech conferences)

- Trustech 2017 in France
- Paris Retail Week 2017 in France

+ CARDS ME 2017 in the Middle East
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Award & Honours

- “2017 Golden Hong Kong Stocks Awards” (co-organised by
Zhitong Caijing, the No.1 Hong Kong stock information platform
in China, and Hithink RoyalFlush Information Network Co., Ltd, an
Internet financial information service provider) — Listed Company
with the Best Growth Potential

OUR APPROACH TO SUSTAINABLE DEVELOPMENT

As one of the global leaders in the E-payment Terminals industry, we
believe that we can create long-term value for customers, shareholders,
business partners, investors, employees and the community through
putting sustainable development in practice. We incorporate ESG
principles into our business operation and decision making, with the
view of maximising our contribution to the environment and society in
the course of operation.

The Group is committed to corporate social responsibility and
sustainability plays a prominent role in taking the Group every step
forward. Our ESG Policy sets out standards and guidelines for members
of the Group in areas of occupational safety and health, environmental
protection, compliance with laws, business ethics, etc., adoption
and strict implementation of which are assured through training and
administration.

Adhering to the principle of “quality first and customer first”, we
endeavour to offer high-quality products and customer-oriented
services. Our electronic payment system has obtained the ISO
9001:2015 certificate, which is an international quality control standard.
We have formulated the “Quality Manual” to specify the duties of each
department and set forth series of management procedures governing
after-sales service, human resources and environmental management.
We require our staff to strictly follow such procedures as quality
management and adopt risk management measures, thereby achieving
sustainable development.
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OUR STAKEHOLDERS

The support and trust of our stakeholders over the years are essential
for our leading position in the industry. Our stakeholders mainly include
customers, suppliers, business partners, employees, shareholders,
government and the community. We communicate with our
stakeholders on a regular basis through a wide range of official and
unofficial communication channels, including conference, interview,
general meeting and client visits. We strive to understand more about
their views on our approach in sustainable development, such as their
priorities, expectations and opinions, based on which we can better
shape our business strategy in response to their needs, so as to drive
business growth and community development.

PEOPLE-ORIENTED APPROACH FOR ACHIEVING FULL
POTENTIAL

Employee Overview

Our people are crucial to our business success. Thus, we attract
talents of different backgrounds by offering competitive remuneration
packages, providing development opportunities and developing a caring
culture for employees to maintain the competitiveness of our employees
and our business. As of 31 December 2017, the Group had a total of
1,276 employees in Hong Kong and Shenzhen, which comprise:

RESEMNDE
By Employee Category

gl Bkl
By Gender

a4
314 962 i 7
N /

BRERE
Senior Management

TRERE

Middle-level Management

—RREMAR

General and Technical Staff

E
Male ‘
z
Female .
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Talent acquisition

As a state-of-the-art technology research and development enterprise,
we adhere to the principle of meritocracy in talent acquisition. We
also maintain strict compliance with local labor laws and regulations,
including but not limited to the “Labor Law of the People’s Republic of
China”, the “Labor Contract Law of the People’s Republic of China”
and the “Social Insurance Law"”. We have formulated the “Human
Resources Management Procedures” and give priority to internal hiring
over external recruitment. We identify place and promote suitable
candidates internally before open recruitments which include public and
campus recruitment, such as through online platform, in job fair, and
through cooperation with recruitment agency, employee referral and
campus promotion, etc.. The selection process comprises written tests of
professional skills, comprehensive ability tests and interviews.

b

Case sharing

During the Reporting Period, we hired
12 university graduates through campus
recruitment who joined our engineering
team. We organised team-building
outreach for the graduates. Led by
professional coach, the new recruits
participated in various team-building
exercises designed to foster teamwork and
cooperation, helping them to adapt to and
integrate into the Group and boosting their
sense of belonging.
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We believe it is important to offer equal opportunities to our staff,
hence we strive to become a preferred employer by upholding the
principle of diversity recruiting. In the selection process, we consider the
job applicants’ ability and qualifications, regardless of their gender, race,
age, religious belief and disability. To maintain a harmonious corporate
culture, new employees are required to, during the enrolment process,
sign the undertakings to comply with the “Staff Code of Conduct” and
other rules against discrimination and insulting behaviour.

Talent Nurturing

We endeavour to provide continuous training and learning opportunities
for our employees, with the views of developing their talents and
promoting the growth of our business and the industry. Based on our
“Training Management Procedure”, each department is required to
submit the “Annual Plan of Training Needs” to the Human Resources
Department, where applicable, which will formulate the “Annual
Training Plan”.

There are three major categories of training, namely orientation training,
internal training and external training offered to our employees.
During the Reporting Period, we arranged training programmes
such as best practices of Android development, demand analysis on
effective software, the Fifth China Payment Terminal Safety Seminar,
production process, knowledge and regulations of the POS industry
and project management. In order to boost training effectiveness,
we carry out assessment in the forms of written test for orientation
training, satisfaction survey for internal training and reports on external
training. We also promote self-learning and offer partial reimbursement
of training fees to employees based on their learning outcomes and
application at workplace. Our employees are required to record the
details of their training in the personal training record, which forms the
basis for performance evaluation, personnel changes and promotion.

In addition, we have developed a performance management system
based on the principles of fairness, impartiality and openness,
under which employees of different grades undergo evaluation on
annual, half-yearly or quarterly basis, where their performance and
achievements are assessed comprehensively thus motivating them to
improve their individual capability and boosting general corporate
efficiency, thereby facilitating our overall strategic goal. The appraisal
results will be used as a reference for salary adjustment, promotion and
placement.

50 PAX GLOBAL TECHNOLOGY LIMITED ~ ANNUAL REPORT 2017

BPBEAREIREFSREETNEEN &
H—ERFZTNBARI MOKREERE
T -HMEBEBREEERBENRINERE
HUER - Rk Fik - REEIREAMRAL TS
SIAE BEE A - AT R 8 TAHEMIEAR
FERREREE RAEBT(BITHD kE
fAERR R IR ARBEBREES
T BRI EEX -

BEAA

BB AEIREFESIIRENEBERE
RUILBERMAPNTELIDREBRE LERT
EBRE-RELMARHN GEIERRF) - &4
FEBFFERANERBIER (FEFIFHTE
=) W ANBEREBHIE CFREFIEED (20
) °

BB TIREMNSID A E THEI - AILEEIIF
HNEBES B = R #0085 - TE A HART - BRI BERIESS
R BELZ E(Android) B RETE - B RE G
ERON  FREPEATFRBLE2EENT &
EE AR POSITEMBERERIBEEEE A
TIRALZINR rBEEIERETE BEH
BEIEIIMEREZZ ABPEIREEAER
ARINBEFIRE - BRPITTIREEBEEE S
BETIWEBRERELIENER AEHBL
SEINER - ETRIBRELEREBEAL
BRI ERERER  AEAY EASIKE-

SN EERAFRAEMAFREA R HAPIRL
—ERERERNE SFRETRADHIETE
B H¥FEXFEER 2HUMFMETERR
KRst - HMEEBETIREBHEN HELE
MEBRETHE NEHERBBRBER - ZRE
RE/ETINFHARE BRENLRBLAES
RH2E-



Environmental, Social and Governance Report

RIE - HEBREIBHRS

Remuneration and benefits

To build a sustainable and stable team, the Group is dedicated
to optimising staff remuneration packages and welfare. Our staff
remuneration comprises basic salary and annual performance bonus.
We also offer a variety of incentives such as sales commission, bonus for
technology research project, long service award and good idea award to
encourage employees’ contribution in all aspects. We also grant options
to certain employees in recognition of their efforts and performance
under the Company'’s share option scheme. We make contribution to
social security scheme (pension, insurance for unemployment, medical,
maternity and work-related injury as well as housing provident fund),
consolation payment and healthcare subsidies for PRC employees. Other
benefits include bereavement leave, marital leave, maternity leave,
compensatory time off and short working hours for lactation period,
etc.

Moreover, we attach great importance to employees’ work-life balance
and organize a wide range of activities for them on a regular basis.
During the Reporting Period, we held more than 160 staff events,
including festival celebrations, birthday parties, football, basketball
and badminton clubs for the employees to explore their interests and
develop hobbies after work.
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Health and safety

Although the operation of the Group does not involve production,
employees’ health and safety remain our primary focus. To safeguard
our people’s physical and mental well-being, we endeavour to create a
workplace that is free from work-related injury. We offer health checks
occasionally and purchase additional group medical insurance. In terms
of the working environment, we maintain clean and safe workplace
through organising regular fire drills and keep the office floor, windows,
doors, toilets, conference rooms, balcony and air conditioning system
clean and sanitised. During the Reporting Period, there was no instance
of work-related injuries or casualties.

Legal compliance

Employment standard

As a responsible enterprise, we strictly abide by the “Labor Law of the
People’s Republic of China” and do not tolerate child labor and forced
labor. On one hand, job applicants are required to provide and affirm
their identification documents to ensure that no child labor is employed.
On the other hand, working hours and rest periods are expressly
stipulated in the “Employees Code of Conduct” and employment
contract. In case over-time work is needed, employees should obtain
approval from their manager, so as to ensure that the over-time work
is necessitated by work and there is no forced labour. During the
Reporting Period, we carried out inspections at the offices and was not
aware of any child labor or forced labor.

Anti-corruption

The Group strives to maintain sound corporate governance and makes
sure that all of its operations are in strict compliance with applicable
local laws and regulations. We uphold high moral standard and integrity,
and forbid any forms of corruption, extortion, fraud, bribery, false
representation, money laundering and forgery. The “Employees Code of
Conduct” sets out restrictions on employees’ behaviours. For example,
employees not allowed to receive gifts, entertainment or other benefits
that exceed normal social courtesy from our business associates or
customers. In case of possible acceptance of benefits, employees should
report to the supervisors immediately.

We encourage employees to report to the senior management any
reasonably suspected violation of business ethics that is committed, was
committed or intended to be committed under the name of the Group.
We view such issues strictly and will take appropriate and timely actions
to uphold integrity as a corporate culture. During the Reporting Period,
there was no litigation against the Group or its employees involving any
allegation of corruption.
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STRIVE FOR EXCELLENCE AND INNOVATION

Achievements in innovation

Our mission is to “enhance our role in the payment value chain and
offer more value-added solutions and services to customers worldwide”.
To this end, we focus on research, development and innovation by
devoting centralised and stable resources to support our professional
research and development team every year. We have approximately
1,000 engineers, which account for over 50% of the total number
of employees. Leveraging our outstanding research and development
capabilities, we are able to keep expanding and diversifying our solution
products, develop new payment products and strategically introduce
new elements to traditional products. With a diverse product portfolio,
as well as leading and advanced technology which was developed by
the internal research and development team, we provide flexible and
convenient payment experience to merchants and consumers. During the
Reporting Period, the research and development team achieved progress
in 8 projects, which include the development of the innovative electronic
payment platform, additional credit card authentication, PAXSTORE
solution — APP STORE application market platform and PAXPAY solution —
omnichannel payment gateway platform. For details, please refer to the
section headed “Some of Our Products” in the annual report.

bk

Case sharing

Ningbo Smart Market Project

We assisted UnionPay Merchant Services in promoting the “Cloud
QuickPass”, achieving fast payment in small amount by bank card
and QR code in Ningbo wet market. UnionPay Merchant Services
installed our QR55 contactless card reader, an emerging payment
product that supports QR code and contactless reading for merchants
at the market. With the designated public WIFI network, the market
provides new payment options through “Cloud QuickPass” and QR
code, minimising the risks of code tampering. Our QR55 can also cater
for merchants which charge by weight, through connecting to the
electronic weighing scale, thereby avoiding amount inputting errors.
As to merchants who are not using such scale, we provide SP30 pin
pad to be used in conjunction with QR55, making amount input error-
proof while bringing convenient and safe payment experience to
merchants and consumers.
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Intellectual property

Being an industry leader, we are dedicated to develop the most
advanced platform and technology to cater market needs. We spare
no efforts to safeguard our intellectual property to protect the efforts
of our research and development team. During the Reporting Period,
we obtained 33 patents which included invention patents, utility model
patents and design patents in accordance with the “Patent Law of the
People’s Republic of China” and the “Detailed Implementation Rules
of the Patent Law of the People’s Republic of China”, and registered
14 software copyrights according to the “Copyright Law of the
People’s Republic of China” and the “Regulations for the “Protection
of Computer Software”. As a result, we have a total of 89 patents and
83 registered software copyrights. Our employees are required to enter
into the “Confidentiality and Intellectual Property Agreement”, pursuant
to which they undertake not to infringe any intellectual property of the
Group, including patents, trademarks and copyrights.

Below are examples of patents and copyrights registered during the
Reporting Period:

Name of the patents:

POS detection device
Security structure and display unit for touch screen
Back mount for smart integrated terminal

Name of software copyrights:

PAX POS terminal RKI remote key injection system software V1.0.0

PAX POS appearance inspection system software V1.0

PAX POS motherboard automatic testing system software V1.0

PAX SDLC_EXCHANGER synchronous communication testing tool
software V1.01

PAX POS terminal interface visualisation designing tool software V1.7.0

PAX DHCP protocol testing tool software V1.00.00

PAX POS terminal background Bluetooth automatic testing system
software V1.00.00

PAX PayDroid safe operating system software V2.0

54 PAX GLOBAL TECHNOLOGY LIMITED ~ ANNUAL REPORT 2017

HBERE

1EREFITE RO BT 3 &3 0 F & Rl
BEMSHTE URNRENBER FNEE
e 0 M AF R RE - R RE A RPIRE
FEARKMBEERNZE) K (PEARLMEZF
REMARD) - EEIBHEN RERAFEN FH
A ER RINBREN WRE (FEAR
EMBEZEER) K GrESITFREGRD) -
BRIAFE T E R Rt REREIT B &
BRI E R - BTARTE (RE MAH
ERWHZE)  AmETMELETMIEEAKEANH
E PIER EF RESNTR-

AT RHRMANRE HRESEMOFN K E
{51 :

BB

POSHE %2 Bl 5% 15
BERTR2EEENBERES
BBy

T EFERTR:

B BPOSHImMRKERIE & #8)F A R EHFV1.0.0

B = POSHLINER 1508 R AT EHV1.0

B EPOSHE T #iRk B #NAIG R EFVI1.0

B & SDLC_EXCHANGER[R 7 3@ 518 &t T A s
V1.01

HEPOSHKm M EA BRI TEBMMHV1.7.0

A ZDHCPi# Al T A #014Vv1.00.00

A& POSHim& a8 o BEAIE 24 84V1.00.00

A ZPayDroildZ R IR 1ER R V2.0



Environmental, Social and Governance Report

RIE - HEBREIBHRS

Product quality

As the customers’ preferred E-payment Terminals solution provider,
the Group places great emphasis on product quality and safety. We
have always complied with regulations applicable to the electronics
industry. During the Reporting Period, we obtained 315 valid product
certificates, hence, the total number of domestic and international
product certificates reached 1,062. These included AMEX expresspay
L2, UnionPay Card Acceptance Terminal Safety Certification and
PayWave L2. We also obtained the “China Compulsory Certification”
(the "3C Certification”) from the government for products sold in the
PRC as required by laws, proving that our products are in compliance
with the specification and relevant safety standards. Our electronic
payment system (which include the design and provision of E-payment
Terminals, smart card reader and pin pad) has achieved ISO 9001:2015
certification, which ensures that our products meet internationally
recognised quality standards.

The Group does not have any production lines and relies mainly on our
suppliers to provide materials and assembly machines. The suppliers are
required to enter into the quality agreement with us, so as to ensure
the stability and reliability of material quality. We conduct spot checks
on the supplies and determine their qualities based on the “Standard
for Machine Inspection of Finished Products” and the “Procedures for
Sampling Inspection” (GB/T 2828-2012). The quality of the products,
in terms of the appearance, functions and packaging, must meet the
required standards. Any products of substandard quality will be returned
to the suppliers, recalled from the customers, repaired or replaced
in accordance with the “Management Procedures for Substandard
Products”.
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Case sharing

In view of the increasing safety awareness of the
batteries used in electronics, our lithium polymer
rechargeable batteries contain a Material Safety
Data Sheet (“MSDS"), which prescribes the stability,
reactivity and chemical composition of the batteries,
so as to ensure safety under normal operation. Our
products are accompanied with operating manuals,
reminding users of the special precautions relating to
the installation and use of products and the application
of lithium batteries.
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Product safety

Since the application of payment terminals is expanding, data security
and safety have become the stakeholders’ topics of concern. As
such, the Group has been actively devoting resources in these areas.
Our payment terminal product series have passed stringent tests
and obtained relevant accreditation of VISA, Mastercard, Australian
Payments Network and Payment Card Industry Security Standards
Council, which covered PIN transaction security and contactless reader
specification. This not only ensures network and system safety, but also
prevents data leakage and serious fraud due to security loophole.

Labelling and advertising

When advertising and promoting our products and services, we comply
with the "Advertising Law of the People’s Republic of China” and
relevant laws and regulations, which guarantee the authenticity and
legality of the advertising contents, so as to protect consumers’ rights.

Excellent service

We pursue excellence and are committed to provide quality services
to ensure customer satisfaction. To enhance service efficiency, we
have formulated the “Management Manual for the After-sales Service
Department” and the "After-sales Services Charter”, which specify
the duties of various positions in after-sales services, such as technical
support engineers, storekeepers and repair engineers.
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Case sharing
Examples of our after-sales service commitments:

o Repair all malfunctioning units within 5 working days upon
receipt;

o Replacement of defective products within 15 days of
purchase;

o Telephone support and follow-up services; and

o Provide trainings on the use and maintenance of products to
customers.

In addition, we have developed the “Customer Satisfaction
Management Procedures” in order to improve communications
with customers. We take initiatives to collect customers’
feedback on our products and understand their needs, in order
to improve our quality and prevent problems from recurring.
During the Reporting Period, we conducted the annual “Customer
Satisfaction Survey” in June. Based on the 209 feedback forms
collected, a total of 11 satisfaction indicators in product and
service quality saw improvement from last year, each with a rating
of over 99%. The overall satisfaction rate was 99.7%, which was
higher than 98.44% for the corresponding period of last year.
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Analysis of Customer Satisfaction Survey for 2016 and 2017
20162017 EREFRmBERED

Product Quality
[ =
EHHEE W 2016 2017
100.00% 100.00%
99.53% 99.53% 99.53%
99.00% 98.86%
98.00% 97.71%
97.00%
96.57% 96.57%
96.00%
95.00%
Product quality Product stability and compatibility Product packaging Product appearance
EmEE EmABENE - AN Emfes EmINER
Service Quality
HE%E?‘ W 2016 W 2017
100.00% 100.00% 100.00% 100.00%
99.43% 99,439 99-53% 99.53% 99.53% 99.43% 99.430,99-53%
99.00% 98.86%
98.29% 98.29%
98.00%
97.00%
96.00%
95.00%
Technical level of Service attitude Timeliness of Timeliness of Timeliness of Quality of Quality of
after-sales personnel and sense of after-sales service new product delivery problem solving complaint response  after-sales repair
EBRAEN responsibility of E1& MRS HERRH R Y IR IR ErgEm
Bk after-sales personnel  +8 & 89 K B 14 B SR EEMNEE HizEE
EBRAEN
FRISEEEFIE R
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Besides, we conduct inspections for bank customers every year, which
include on-site inspection, technical training, on-site maintenance,
product introduction, on-site repair and opinion collection. The
research and development team analyses and makes improvement
on product quality based on customers’ valuable opinions, for the
purposes of continuous product optimisation and customer experience
enhancement.

As for customer complaints, we have the “Management Procedure
of Customer Complaints” in place to ensure timely and appropriate
responses. Customers may raise their enquiries and complaints through
our hotline, email and WeChat. Our service personnel will handle each
complaint on a case by case basis, which may involve machine failure,
product return and unsatisfactory service attitude, etc. We require all
customer complaints to be resolved within 24 hours.

Privacy protection

We protect customers’ information in accordance with the applicable
local privacy laws. Our employees are required to enter into the
"Confidentiality Agreement” when joining the Group, by which
they undertake to comply with our rules of confidentiality to protect
customers’ information.

Supply chain management

During the Reporting Period, we had a total of 211 suppliers, of
which 41 were newly added. We mainly cooperate with suppliers in
Guangdong Province so as to reduce carbon emission and pollution
resulted from transportation.

We have developed the comprehensive “Supplier Management
Procedures” to ensure suppliers’ capabilities in terms of timeliness,
quality, quantity and pricing. When selecting new suppliers, the
materials control department will conduct on-site inspection and ratings
and qualified ones will be included in the “List of Approved Suppliers”.
We cooperate with suppliers on the list exclusively and require them to
enter into the “Quality Agreement” and the “Undertakings, Guarantees
and Statements on the Non-use of Harmful Substances”, which provide
assurance of product quality at the source. We perform annual review
on suppliers of raw materials and external contractors, and rate them
according to the appraisal results. Suppliers rated excellent are awarded
the “Annual Excellent Supplier Certificate” and are given priority when
considering to increase the purchase. We discuss ways of improvements
with unqualified suppliers. In case they fail to make rectification by the
deadline, we may remove them from the list.
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We hope to establish long-term and harmonious relationship with
suppliers. Thus, in addition to quality of the supplies, we attach great
importance to suppliers’ business ethics and integrity. The “Quality
Agreement” specifies our requirements for suppliers in terms of
occupational health and safety, protection of employees’ rights,
corporate social responsibility and environmental protection. They
are required to sign and strictly comply with the agreement, thereby
bringing positive impact to the supply chain.

PAX'S ENVIRONMENTAL RESPONSIBILITY

Although we are not engaged in any production activities, we are
concerned about the effect of our daily operation on the supply chain,
the industry and the world. In order to mitigate climate change and
protect the environment, we not only maintain strict compliance with
national and local environmental regulations, but also implement
various green measures designed to minimize our negative impact to
the environment. In view of this, we have formulated the “ESG Policy”
with a focus on the “environmental” aspect. Measures under the policy
include:

1. Meeting the statutory requirements on environmental issues

2. Following the government guidelines for sustainable or green
office so far as practicable

3. Minimising the consumption of natural resources and energy

4. Taking into consideration the environmental impact of our
products and services throughout their life-cycle, including their
disposal

5. Reducing waste generation and practise recycling

6.  Ensuring waste disposal in a safe and responsible manner

7. Enhancing employees’ environmental protection performance

through education and training

8.  Monitoring and assessing progress and performance to achieve
continuous improvement
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Environmental footprint
Set out below are the key environmental statistics of the Group during

the Reporting Period:

[0

NOx emission: 560.14 kg
BA(LMBERE : 560.14A T
SOx emission: 9.19 kg
RELMBRE 91928
PM emission: 41.24 kg
BFRRBENE  41.240 7

Electricity consumption: 1,602,401kWh
BREEE 1,602,401 T FL B

Intensity: 1,102.82 kWh/employee
EE1,102.82F R EE

Paper consumption: 456.78 kg
HIRIHFE : 456.78F %

Non-hazardous waste: 1.37 tonnes
EEFEZEY 13728

Intensity: 0.94 kg/employee

HE 0.94AF BB

RERE
NTRAEERRERNRRTEEER:

Greenhouse gas emission (Scope 1&2*):

2,511.42 tonnes COze

BERBHMNE (BE1%2) :2,511.420
I:l —&frirgEE

Intensity: 1.73 tonnes COz2e/employee

1

n

BEBE_SREERE

Water consumption:43,700 m?
AFEKE 1 43,7003 75 K
Intensity: 30.08 m3*/employee
#E 30083 5K BB

(

Packaging materials (cartons): 2,500 tonnes
BEME () - 2,50081

=
-
E

Total waste collected for recycling: 0.16 tonnes
(Bl 45 R £ A IR B3 4 ¢ 0.16M
Total waste disposed to landfill: 0.95 tonnes

RERMNAEEGEEE 0.95M

The Group does not generate a significant amount of hazardous waste.

HEUREANEERYEL-

* In accordance with The Greenhouse Gas Protocol — A Corporate Accounting
and Reporting Standard (Revised Edition) published by World Business Council
for Sustainable Development and World Resources Institute, Scope 1 included
indirect emissions from operations that are owned or controlled by the Group,
while Scope 2 included indirect emissions from the generation of purchased or
acquired electricity, heating, cooling and steam consumed within the Group.

* RERERCEKEERDE LU RE R
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(ERTHR) - BEVRZE i R B A SR X AR
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HFE (BEIRE IS ) EF 2L 2 REER

Al ey TR ae IR ) R = REEHER -
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PAX’s green operation

We are determined to build a green office that incorporates
environmental protection measures into daily operations and motivates
staff to protect the environment.

Regarding resources consumption, we support paperless operation and
encourage e-office adoption. Since 2016, we have published our annual
and interim financial reports with soy ink. Compared to traditional
petroleum-based ink, soy ink is biodegradable and easier to fall off,
which facilitates wastepaper recycling. We also use Forest Stewardship
Council (FSC) certified paper that comes from properly-managed woods
in order to minimize harm to the natural resources and protect the
ecosystem. In addition, we promote waste sorting and recycling, and
store office supplies in used packaging cartons to reduce the burden on
landfill sites.

Regarding emission reduction, we have adopted LED tubes at offices
which saves approximately 80% of electricity. Besides, we encourage
video conferences in replacement of business trips, keep the air
conditioners at 25T and purchase energy-saving appliances. These
initiatives cut energy consumption and help reduce pollution.

Although we do not have production lines to manufacture terminal
products directly, we are aware of the environmental impacts in the
entire life-cycle of our machines, from the selection of raw materials,
manufacture to their application and disposal. Thus, we have developed
the “Control Measures for Environmental Management Substances”
and the “System for Scrapping and Destroying Machinery”. These allow
us to exercise strict control over production, market launch and phasing
out of the products, minimising our impact on the environment caused
by our products.

The "Control Measures for Environmental Management Substances”
ensures that the products, its direct and indirect materials and parts
comply with relevant laws and requirements. They are free from
restricted hazardous materials or contain substances that are harmful to
the environment or human at a level lower than international standards,
such as heavy metal, organic bromide and lead.
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We enter into the “Undertakings, Guarantees and Statements on the
Non-use of Harmful Substances” with suppliers, which ensures that
their supplies meet the environmental standards of the “Restriction
of Hazardous Substances” (RoHs) of the European Union and the
“Measures for the Control of Pollution from Electronic Information
Products” of the PRC in terms of production, manufacture, packaging,
storage and delivery. Apart from the undertakings, suppliers are also
required to provide the RoHs test report, list of materials and material
safety data sheet, so as to make sure the purchased products are
made of green materials. Two outsourcing processing plants that we
are currently using have obtained the “National Production Licence
for Industrial Products” from the General Administration of Quality
Supervision, Inspection and Quarantine of the PRC, which ensures
product quality and safety. One of the outsourcing process plants
which has established long-term cooperation with us even obtained
the 1SO 14001:2015 certification, which proves that its environmental
management system meets the international standards.

The "System for Scrapping and Destroying Machinery” specifies the
procedures of scrapping machines for after-sales personnel. After
scrapping, the plastic casing, electronic circuit and other parts of the
E-payment Terminals machines are delivered to recyclers recognised by
the government, with the aim of reducing electronic wastes.
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Contribute to society and bring love to the community

PAX endeavours to build a better community and bring long-term
benefits to the stakeholders and society as a whole. We contribute to
society by providing strong support to local charitable organisations and
encouraging employees to actively participate in community services.

During the Reporting Period, we sent 8 contestants to the “Rotary Hong
Kong Ultramarathon 2017" co-organised by Rotary District 3450 and
the Hong Kong Amateur Athletic Association. Under the theme of “We
Serve, We Run!”, the event intended to promote healthy lifestyle and
community service.

Our employees also volunteered for Food Angel and helped recycle
vegetables and food parcels. Food Angel is an organisation which
reduces wastage and burden on landfill sites through recycling and
cooking edible surplus food. It also provides food to those in need, so
that they have enough to eat.

Furthermore, we donated RMB750,000 to Peking University Education
Foundation in support of the research work of the Center for Chinese
and Global Affairs of Peking University. The Center is dedicated to high-
level research on the major issues faced by China and the world, in
particular, the prominent problems in the social development, reform
and opening up of China. It conducts theoretical research and proposes
policy recommendations.

Looking forward, we will continue to undertake corporate social
responsibility, so as to give back and contribute to society.
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The Directors present their report together with the audited financial
statements of the Group for the year ended 31 December 2017.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL ANALYSIS
OF OPERATIONS

The principal activity of the Company is investment holding and the
Group is principally engaged in the development and sales of E-payment
Terminals products and the provision of payment solutions services and
maintenance and installation services.

An analysis of the Group's performance for the year by geographical
segments is set out in note 6 to the consolidated financial statements.

BUSINESS REVIEW

The Group is a leading Asian E-payment Terminals solutions provider and
one of the most active global players. The Group was founded in 2000
and the Company went listed on the Hong Kong Stock Exchange in
December 2010. The strategy of PAX is to focus on three key particular
customer groups (Unionpay Merchant Services, Financial Institutions and
Operators) by offering various integrated payment solutions services.

Further details of the business review of the Group for the year ended
31 December 2017, details of proposed dividends and discussion on the
Group's future business development are provided in the Chairman’s
Statement section on pages 9 to 11 and Management Discussion and
Analysis section on pages 12 to 26. Description of possible risks and
uncertainties that the Group may be facing and particulars of any
important event affecting the Group can be found in the Management
Discussion and Analysis section on pages 12 to 26 and the notes to the
consolidated financial statements.

ENVIRONMENTAL POLICIES AND PERFORMANCE

The Group values the importance of protecting the environment in
the process of operation. As the Group's business does not involve
production lines, major wastes comprise terminal machines and tools
to be disposed of post customer consumption. To mitigate the adverse
impact on the environment, waste machines and tools are transferred to
government-recognised recycling companies for undergoing electronic
waste recycling and decomposition. In recent years, we have also
strengthened the green office concept by promoting paperless office,
use of energy-saving electrical appliances such as LED light pipes and
inductive faucets, wastes classification and recycling, and encouraging
video conferencing in place of physical business trips to reduce energy
consumption and carbon footprint.
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COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

The Group seeks to uphold high standard of integrity in all aspects
of business and is committed to ensure that its affairs are conducted
in accordance with applicable laws and regulatory requirements
and has formulated and adopted various internal control measures,
approval procedures and training within all business units at all levels
of the Group. During the year, there has been no violation or breach
of relevant laws and regulations that had a significant impact on the
Company.

RELATIONSHIP WITH KEY STAKEHOLDERS

The Group emphasizes on maintaining good relationship with its
stakeholders and considers it a key element to sustainable business
growth.

Employees

The Group has always been people-oriented and has attached great
importance to human resource management. We attract excellent
talents through fair recruitment policy and provide employees with
training opportunities, good career development prospect and growth
opportunities. From time to time, we offer our employees remuneration
packages that are comprehensive and attractive. Some employees
are granted options under the Company's share option scheme in
recognition of their contribution. We also value our employee’s physical
and mental development. Diverse events and activities are organised for
the employees for fostering work-life balance and personal growth.

Customers

The Group is committed to offering our customers products and services
to the best of our ability. We highly value comments and suggestions of
our customers and have always maintained effective communications
with the customers. We will continue to reach out for current and
prospective customers through, inter-alia, on-site visits and major
customers satisfaction surveys. We believe that customers’ feedback
would help us to identify areas of improvement and advance us to
achieve excellence.

Suppliers

Maintaining good relationship with suppliers is essential to the Group's
business performance and growth because suppliers can have direct
influence over the quality of the products and services and customer
satisfaction. We adopt a “Management Measures for Suppliers” in
respect of the supplier selection procedures, quality testing methods and
comprehensive appraisal and evaluation system on potential and existing
suppliers and their products and performance. We are committed
to establishing a close and long-term cooperation relationship with
business partners.
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RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2017 are set
out in the consolidated income statement on page 90.

DIVIDEND

An interim dividend of HK$0.04 per ordinary share amounting to
approximately HK$44.5 million was paid to the shareholders of the
Company during the year.

The Board has recommended a payment of final dividend of HK$0.04
per ordinary share for the year ended 31 December 2017 (year ended
31 December 2016: HK$0.04 per ordinary share) to shareholders of
the Company whose names appear on the register of members of the
Company at the close of business on Tuesday, 15 May 2018, subject to
the approval of shareholders of the Company at the forthcoming annual
general meeting of the Company which will be held on Friday, 20 April
2018, and if passed, the final dividend will be paid to the shareholders
of the Company on Wednesday, 30 May 2018. For determining the
entitlement to the proposed final dividend, the register of members
of the Company will be closed from Friday, 11 May 2018 to Tuesday,
15 May 2018, both days inclusive, during which period no transfer of
shares will be registered. In order to qualify for the final dividend, all
transfer documents accompanied by the relevant share certificates must
be lodged with the Company’s branch share registrar and transfer office
in Hong Kong, Tricor Investor Services Limited at Level 22, Hopewell
Centre, 183 Queen's Road East, Hong Kong not later than 4:30 p.m. on
Thursday, 10 May 2018. Together with the interim dividend of HK$0.04
per ordinary share (six months ended 30 June 2016: HK$0.04 per
ordinary share), the total dividend per ordinary share for the year was
HK$0.08 (2016: HK$0.08).

RECORD DATE FOR DETERMINING ELIGIBILITY TO
ATTEND AND VOTE AT THE AGM

Record date (being the last date for registration of any share transfer
given there will be no book closure) for determining the entitlement of
the shareholders of the Company to attend and vote at the AGM will
be Friday, 13 April 2018. All transfer documents accompanied by the
relevant share certificates must be lodged with the Company’s branch
share registrar and transfer office in Hong Kong, Tricor Investor Services
Limited at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong
Kong for registration no later than 4:30 p.m. on Friday, 13 April 2018.
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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$868,000 were made by the Group during
the year (2016: Nil).

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group are set out in note 14 to the consolidated financial statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of the movements in the Company’s share capital are set out in
notes 24 and 25 to the consolidated financial statements.

Share Option Scheme

The Company operates a share option scheme adopted by a resolution
of the Board on 1 December 2010 (the “Scheme”) for the issuance
of in aggregate of no more than 100,000,000 shares (representing
10% in the nominal amount of the aggregate of shares in issue on 20
December 2010 (the Listing Date of the Company) (subject to the terms
of the Scheme and the relevant provisions under the Listing Rules).

As at the end of 2017, the entire number of share options have been
granted to the eligible participants of the Scheme and no further shares
is available for issue in respect of which options may be granted under
the Scheme.

Eligible participants of the Scheme would be any person or an entity
belonging to any of Directors (including executive Directors, non-
executive Directors and independent non-executive Directors) and
employees of the Group and any advisers, consultants, distributors,
contractors, suppliers, agents, customers, business partners, joint
venture business partners, promoters or service providers of any member
of the Group who, the Board considers, in its sole discretion, have
contributed or will contribute to the Group.
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The purpose of the Scheme is to reward the participants who have
contributed or will contribute to the Group and to encourage
participants to work towards enhancing the value of the Group for the
benefit of the Group and the shareholders as a whole.

Unless approved by the independent shareholders, the total number
of shares issued and to be issued upon the exercise of share options
granted to each eligible participant (including both exercised and
outstanding options) in any 12-month period must not exceed 1.0% of
the number of the shares of the Company in issue.

The Scheme was effective from 1 December 2010 and unless otherwise
cancelled or amended, will remain valid and effective for a period of 10
years therefrom.

The exercise price for the share options shall be determined by the
Board and must be not lower than the highest of:

(1) the closing price of the Shares as stated in the daily quotations
sheets issued by the Stock Exchange on the date of grant (which
must be a business day);

(2) the average closing price of the Shares as stated in the daily
guotations sheets issued by the Stock Exchange for the five
business days immediately preceding the date of grant; and

(3) the nominal value of the Shares.

There is no minimum period for which a share option must be held or
performance targets which need to be achieved by the grantee before
the share option can be exercised. However, such restrictions may be
imposed on a case by case basis as terms of the grant of each share
option.

During the year ended 31 December 2017, no share option was granted
and a total of 5,320,000 share options, which were part of the share
options granted to the employees on 28 May 2014, were exercised, and
the weighted average closing price of the shares immediately before the
dates on which the options were exercised was HK$4.90 per share. A
total of 6,000,000 share options lapsed in accordance with the terms of
the Scheme during the year. The particulars of the share options under
the Scheme are as follows:
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MOVEMENTS IN THE SHARE OPTIONS OF THE ARFNBRESE
COMPANY
Number of Number of
Outstanding Outstanding
Share Options Share Options
held as at held as at
1January  Granted during  Exercised during Lapsed during  Cancelled during 31 December
Name Date of grant Exercised price 2017 the year the year the year the year 2017
RZB—tF RZB—tF
-A-H TZAZt-H
iz iz
B B
#E RiHAH k@ BREHE EREL ERfTR FREXR FREH BREHE
(HKS)
(A7)
Directors
£
Nie Guoming 22 June 2012* 1.230 - - - - - -
REA ZE-ERAZtZAr
Lu Jie 22 June 2012* 1.230 - - - - - -
R ZE-CHRAZTZRr
Li Wenjin 22 June 2012* 1.230 - - - - - -
FNE ZE-CFRACtzR
Total for Directors - - - - - -
£y
Employees
&2
(In aggregate) 22 June 2012* 1.230 6,000,000 - - (6,000,000 - -
(#3) ZE-CERAZtIA*
(In aggregate) 28 May 2014* 4.860 12,274,000 - (5,320,000) - - 6,954,000
(#31) “Z-mERAZtNRY
Total for Employees 18,274,000 - (5,320,000 (6,000,000 - 6,954,000
EEBE
Consultants
B
(In aggregate) 28 May 2014* 4.860 1,580,000 - - - - 1,580,000
(#3t) “Z-MERAZTNB*
Total for Consultants 1,580,000 - - - - 1,580,000
Elskany
Total 19,854,000 - (5,320,000) (6,000,000) - 8,534,000
%

* 30% of the share options were vested to the grantees on the date of  * B30%EREERFELBRBEBEREA SH

grant, a further 30% were vested on the first anniversary of the date of 30%BRECHNBRLEAH—AFTFHEBRARA
grant and the remaining 40% were vested on the second anniversary of HERA0% B IR E NI B BARA F 55 B AR
the date of grant. The validity period of these share options shall be 5 A ZERRENEIRAERE AR A
years from the date of grant. Fo

t A total of 8,534,000 shares (representing approximately 0.78% of the 1 BARET &I 7] 7 % 778,534,000/ i 5 (#8 & B
Shares in issue as at the date of this Report) are available for issue under R ERBEEITRAL0.78%) ¢
the Scheme.
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DISTRIBUTABLE RESERVES

As at 31 December 2017, the Company had reserves available for
distribution as calculated under the Companies Act 1981 of Bermuda
(as amended) amounting to HK$37,685,000 (2016: HK$43,073,000).
However, the Company’s share premium account, in the amount of
HK$1,274,529,000 (2016: HK$1,299,524,000) 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 198.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

During the year, the Company repurchased an aggregate of
13,000,000 ordinary shares for a total consideration of approximately
HK$51,353,890.00 (excluding expenses) on the Stock Exchange as
follows:

A 1 7 T A

BEBRE-NN—FRa1E (KIERT)FE -
ARAR=ZE—+tF+=-A=+—HEAH
37,685,000 miEBEAHO IR (2T —RF:
HK$43,073,000)  #A i » 282 &) A] LA 85 2 41 A%
FADIERE D RERFY AE,274,529,0008 7T
(ZZF—75%F :1,299,524,0005 7T ) B 7K IH »

BERRE

AR B DB AR G B ST SR A Y IR XX
RE - MBAREEDNERREZSENORS -

AFEMBERE

AEERBERBETRFEENZESE RTBARR
BEHNE198H -

BE HENBRESF
RERN RAREREERATER A £13,000,000

fi% & - 2R (B #9451,353,890.00% 7T (8
BER) #HFBOT:

Consideration per share

BRRE
Total
No. of shares Highest Lowest Consideration
repurchased HK$ HK$ paid
2iEE =3 =354 21
Month of Repurchase e A5 REBEHE BT B BRE
August 2017 —E—tF)\HA 5,000,000 4.34 418  21,392,190.00
August 2017 —E—tF)\HA 3,000,000 4.06 3.98 12,108,810.00
December 2017 —T—+tF+=H 5,000,000 3.60 3.49  17,852,890.00
Total @t 13,000,000 51,353,890.00

The Board believes that the share repurchases are in the best interests of
the Company and its shareholders and would lead to an enhancement
of the net assets value per share and/or earnings per share of the
Company. The above repurchased shares were cancelled during the
year and the issued share capital of the Company was reduced by
the nominal value of these shares accordingly and the balance of
consideration was charged against the share premium account.

Save as disclosed above, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s shares during the
year.
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DIRECTORS

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

Executive Directors:
NIE Guoming

LU Jie

LI Wenjin

Independent Non-Executive Directors:
YIP Wai Ming

WU Min

MAN Kwok Kuen, Charles

Pursuant to the Company’s Bye-laws, 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.

Dr. WU Min and Mr. MAN Kwok Kuen, Charles will retire and, being
eligible, will offer themselves for re-election at the forthcoming annual
general meeting.

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
commencing, from 23 May 2016 for Mr. Lu Jie and 1 December 2016
for Mr. Nie Guoming and Mr. Li Wenjin, unless otherwise terminated in
accordance with the terms of the service contract.

No director proposed for re-election at the forthcoming annual general
meeting has an unexpired service contract with the Group which is
not determinable by the Group 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 8.

PERMITTED INDEMNITY PROVISION

A permitted indemnity provision for the benefit of the Directors and
officers of the Group is currently in force and was in force throughout
the financial year.

Throughout the year, the Company has maintained appropriate directors
and officers liability insurance cover providing indemnity against liability,
including but not limited to liability in respect of legal action against the
Directors and officers of the Group thereby sustained or incurred arising
from or incidental to execution of duties of his/her offices.
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DIRECTORS' AND CHIEF EXECUTIVE'S INTERESTS AND
SHORT POSITIONS IN THE SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2017, 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 Part XV of the Securities and Futures Ordinance (“SFO")),
as recorded in the register maintained by the Company under section
352 of the SFO or as otherwise 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"”) are as follows:

Ordinary shares of HK$0.10 each in the Company

EERITRARRKRSG - HEROKRES
Ry MK A

RZZE—tF+_A=+—HB JFEFEAEAR
AT AR EL ([TTHARE ) R AR A R E AR E
ZE(ERRBEZRBMEERD (B EBMEK
f511) FXVER) AR R ([Bfn ) ~ AR
HERND REST BEAEELCAARRAREE
FRMEHRMIEIRFENECMIRE L
MERTAEFETESFRZNEETR ([T
SANDEMEARBRBEBMARZIAARR
CIRQR:: B DLk 5950/ 9-R UM NE

AAFEKREE0I0ETHEER

Approximate

Interest Total percentage of

Name of Director Capacity in Shares interests®”  shareholding*
BEZHN

EENHA K575 PR 17 FE 22 ESEEY B
Nie Guoming (Chairman) Beneficial owner 4,200,000 4,200,000(L) 0.38%
R (EE) EnEBA
Lu Jie (Chief Executive Officer) Beneficial owner 8,870,000 8,870,000(L) 0.81%
B (ITHRR) EnEBA
Li Wenjin Beneficial owner 2,890,000 2,890,000(L) 0.26%
E EnEBA
Notes: B 3 -

(i) 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 2017 which was 1,100,194,000 ordinary

shares.

() TLIERFREOWEE-

* BOLDIREARGAR-_ZE—+tF+=A
=+ —HBEETRMDEE (AI,100,194,000
PrEmEK)E-
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SUBSTANTIAL SHAREHOLDERS' INTERESTS AND

SHORT POSITIONS IN THE SHARES AND UNDERLYING

SHA

As at 31 December 2017, the interests and short positions of substantial
shareholders (not being a Director or the Chief Executive) in the shares,
underlying shares and debentures of the Company and its associated
corporations as recorded in the register maintained by the Company

RES

under Section 336 of the SFO are as follows:

FERRRRG R AABERDERS KRR
B

BARAIRIEEZ KR EGRDIFI3646FED
EafpBEs R=T—tF+=-A=1+—8"
TEBRR (MFEFHITHAE) RARF RE
HEOEE R  HERO RESTAER D
B SORBIMT

Approximate
Class Total number percentage of

Name of shareholder Capacity of securities of Shares  shareholding
(Note 1) (Note 2)
BAER
BRERE 5% EHHER % 12 48 8L Baok
(HiEET) (Kiat2)
Hi Sun Technology (China) Limited Beneficial owner Ordinary 364,000,000(L) 33.09%
("Hi Sun”) BB A LimR
EEEE (PR AERAR ([&&])
Kopernik Global Investors LLC Investment manager Ordinary 77,666,000(L) 7.06%
ALK LB
FIL Limited Interest of controlled Ordinary 64,666,050(L) 5.88%
(Note 3) corporations 3 A
(H7E3) I EEER
Notes: B 5

1.

2.

74

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 2017 which was 1,100,194,000 ordinary

shares.

FIL Limited, through its various 100% directly and indirectly controlled
corporations and a 36% indirectly controlled corporation (483A Bay Street

Holdings LP), is interested in an aggregate of 64,666,050 Shares.
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CONNECTED TRANSACTIONS

During the year ended 31 December 2017, the Group entered
into certain continuing connected transactions and details of these
continuing connected transactions are set out below:

Framework agreements with Hi Sun

Hi Sun is a substantial shareholder interested in 33.09% of the
Company’s issued share capital and therefore a connected person of the
Company under the Listing Rules. Accordingly, transactions between the
Company and Hi Sun constitute connected transactions of the Company
under the Listing Rules.

. Supply of E-payment Terminals Products

On 31 December 2015, the Company entered into a framework
agreement (the "“E-payment Terminals Products Framework
Agreement”) with Hi Sun, pursuant to which the Group agreed to
sell and Hi Sun (together with its subsidiaries the “Hi Sun Group”)
agreed to purchase the electronic funds transfer point-of-sale
products (the “E-payment Terminals Products”) for the mobile and
other payment solutions, services and/or platforms of the Hi Sun
Group. The term of the E-payment Terminals Products Framework
Agreement commenced on 22 January 2016, the date on which
relevant approval of the independent shareholders was obtained
at the Company's special general meeting, and will expire on 31
December 2018.

The Board considered that the entering into of the E-Payment
Terminals Products Framework Agreement would offer
considerable potential for expanding the Group’s market share in
the PRC.

The annual caps of the total contract value for the sale and
purchase of E-payment Terminals products under the E-payment
Terminals Products Framework Agreement for the three
years ending 31 December 2016, 2017 and 2018 were set
at HK$300,000,000, HK$350,000,000 and HK$400,000,000
respectively and the aggregate contract value for the sale
and purchase of E-Payment Terminals Products for the two
years ended 31 December 2016 and 31 December 2017 were
HK$157,820,000 and HK$135,774,000 respectively.

HEXS

RBE-ZT—tF+-A=+—HLEFE K
SETYETHERER S ZEFBERER
SRR

RS R5 AT AR SR

2R RRERRAREHITRA33.09%EEME
2R BREBE TR ERARRRNEAEA
Tt ARARESEHRHRIE EWAR AR
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i REEFXNEEEmR
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BRI —ERBE ([EF &R
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meE CEREMB AR KB IREE
B RAEEERRESEEENBHLEM
XNBRTE RER/LFENEFHE
RIFEHER ([EFXNRBER]) - B
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F-AZ+ =R (BESARRARBILER
RERFRIAE EEL AR AR B H)
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During the year, the Group has followed the internal control
measures and policies of the Group in determining the prices and
terms of the sale of E-payment Terminals Products to Hi Sun Group
and all sales to Hi Sun Group under the E-Payment Terminals
Products Framework Agreement were on terms no less favourable
than those offered to independent third parties for products of
comparable quality, quantity and specifications. The Company has
complied with relevant reporting, announcement, independent
shareholders’ approval and annual review requirements under
Chapter 14A of the Listing Rules.

Purchase of Chips

On 30 December 2016, the Group entered into a framework
agreement (the “2017 Chips Framework Agreement”) with Hi
Sun, pursuant to which the Group agreed to purchase and the
Hi Sun Group agreed to sell the mag-stripe card security decoder
chips (the “Security Decoder Chips”), the security micro controller
unit chips (the “Security Micro Controller Unit Chips”) and
the contactless reader chips (the “Contactless Reader Chips”,
collectively with the Security Decoder Chips and Security Micro
Controller Unit Chips, the “Chips”). The 2017 Chips Framework
Agreement commenced on 1 January 2017 and will expire on 31
December 2019.

The Board considered that the entering into of the 2017 Chips
Framework Agreement would ensure continuous and stable supply
of the Chips for production of the Group’s E-Payment Terminals
related products and reduce the production cost by saving the
operational cost in sourcing suitable market suppliers, as the Chips
supplied by the Hi Sun Group were fit for production needs of the
Group and with specifications not commonly supplied by other
market suppliers.

The annual caps of the total contract value for the sale and
purchase of Chips contemplated under the 2017 Chips Framework
Agreement for the three years ending 31 December 2017, 2018
and 2019 were set at HK$65,000,000, HK$70,000,000 and
HK$75,000,000 respectively, and the aggregate contract value for
the sale and purchase of Chips for the year ended 31 December
2017 was HK$59,966,000.
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During the year, the prices payable for the purchase of the Chips
under the 2017 Chips Framework Agreement were determined
by making reference to the prices of other products sold by Hi
Sun Group and the prices of similar products sold by third party
suppliers in the industry. The Company has also complied with
relevant reporting, announcement and annual review requirements
and are exempt from the independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules.

Please also refer to note 34(a) to the consolidated financial statements.

The Board including the independent non-executive Directors has
reviewed the above continuing connected transactions and confirmed
that these transactions entered into by the Company were:

O] in the ordinary and usual course of business of the Group;
(i) on normal commercial terms or better; and

(ili) according to the agreements governing them on terms that are
fair and reasonable and in the interests of the shareholders of the
Company as a whole.

The Company’s auditor was engaged to report on the Group's
continuing connected transactions for the year ended 31 December
2017 in accordance with Hong Kong Standard on Assurance
Engagements 3000 (Revised) “Assurance Engagement Other Than
Audits or Reviews of Historical Financial Information” and with reference
to Practice Note 740 “Auditor’'s Letter on Continuing Connected
Transactions under the Hong Kong Listing Rules” issued by the Hong
Kong Institute of Certified Public Accountants. The Board confirms that
the auditor has issued a letter containing its findings and conclusions
in respect of the continuing connected transactions in accordance with
Rule 14A.56 of the Listing Rules and a copy of this letter has been
provided to the Stock Exchange.

A summary of significant related party transactions made during the
year was disclosed in note 34 to the financial statements.
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Report of the Directors

SRS

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 2017.

DEED OF NON-COMPETITION AND CONFLICTS OF
INTERESTS

A deed of non-competition was entered into between the Company and
Hi Sun on 1 December 2010 (“Deed of Non-Competition”), pursuant
to which Hi Sun shall not compete either directly or indirectly with the
Group’s principal business activities in such geographic territories in
which the Group operates.

Hi Sun has signed an annual declaration (“Declaration”) of compliance
with the Deed of Non-competition confirming its compliance with the
non-competition undertakings in the Deed of Non-Competition during
the year. The independent non-executive Directors have reviewed the
abovementioned undertakings and consider that Hi Sun has complied
with the Deed of Non-Competition during the financial year ended 31
December 2017.

DIRECTORS' INTEREST IN COMPETING BUSINESS

Mr. Li Wenjin (“Mr. Li"), an executive Director of the Company, is
interested in Hi Sun Group as its executive director and a director of
certain of its subsidiaries and hence required to abstain from voting on
any resolution of the Board in respect of any particular transaction or
business involving any actual or potential conflict of interest between
the Group and Hi Sun Group.

Notwithstanding Mr. Li's aforesaid interests in Hi Sun Group, the Board
considers that Mr. Li is not interested in a business competing or is
likely to compete either directly or indirectly with the Group’s business,
taking into account the Deed of Non-Competition, the Declaration, any
implications thereunder and the independent non-executive Directors’
subsequent review thereof.

Apart from the above, none of the Directors or any of their respective
associates is interested in any business competing or likely to compete
with the Group's business that is discloseable under Rule 8.10(2) of the
Listing Rules.
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Report of the Directors
EF8HRS

DIRECTORS' INTERESTS IN CONTRACTS

Details of the continuing connected transactions and related party
transactions are respectively set out on pages 75 to 77 and 191 to 192.

Save as disclosed above, there was no other transaction, arrangement
or contract of significance in which any Director or any entity connected
with a Director is or was materially interested directly or indirectly
subsisting at any time during or at the end of the year.

MAJOR CUSTOMERS AND SUPPLIERS

The percentages of purchases and sales for the year ended 31
December 2017 attributable to the Group’s major suppliers and
customers are respectively as follows:

Purchases

— the largest supplier 28.3%
— five largest suppliers combined 65.2%
Sales

— the largest customer 32.4%
— five largest customers combined 53.5%

Hi Sun, a controlling shareholder holding approximately 33.09% of the
issued share capital of the Company and Mr. Li Wenjin, concurrently an
executive Director of the Company and Hi Sun holding approximately
0.23% of the issued share capital of Hi Sun as at 31 December 2017
were interested in Hi Sun, a subsidiary of which was one of the Group's
five largest customers for the year.

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

The subsidiaries operating in Hong Kong are required to participate in
a defined contribution retirement scheme (“MPF Scheme”) set up in
accordance with the Hong Kong Mandatory Provident Fund Schemes
Ordinance, under which employers and employees are each required
to make regular mandatory contributions calculated at 5% of the
employee's relevant income (“Mandatory Contributions”) to the MPF
Scheme, subject to the minimum and maximum relevant income levels
as prescribed by law. Employees may also make voluntary contributions
additional to Mandatory Contributions.

Any Mandatory Contributions paid for and in respect of an employee
are fully and immediately vested in the employee once paid to the
trustee of the MPF Scheme and any investment return derived from the
investment of the Mandatory Contributions is also fully and immediately
vested in the employee. The employees are entitled to all of the accrued
benefits derived from the employer's Mandatory Contributions upon
retirement at the age of 65 years old, death or total incapacity, subject
to other applicable provisions of law.

In addition, pursuant to the government regulations in the PRC, the
Group is required to contribute in favour of the employees in the PRC
an amount of approximately 7% to 20% of their basic wages to certain
retirement benefit schemes. The local municipal government undertakes
to assume the retirement benefits obligations of those workers of the
Group.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors as at the date of this report, the
Directors confirm that the Company has maintained at all times during
the year sufficient public float as prescribed by the Listing Rules.

AUDITOR

The financial statements have been audited by PricewaterhouseCoopers
who has remained as the Company’s auditor for each of the preceding
three years and will retire and, being eligible, offer themselves for
re-appointment at the forthcoming annual general meeting of the
Company.

On behalf of the Board

Nie Guoming
Chairman

Hong Kong, 7 March 2018
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Independent Auditor’s Report
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AN INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF PAX GLOBAL TECHNOLOGY LIMITED
(incorporated in Bermuda with limited liability)

OPINION

What we have audited

The consolidated financial statements of PAX Global Technology Limited
(the "Company”) and its subsidiaries (the “Group”) set out on pages 90
to 197, which comprise:

. the consolidated balance sheet as at 31 December 2017;

° the consolidated income statement for the year then ended,;

° the consolidated statement of comprehensive income for the year
then ended;

° the consolidated statement of changes in equity for the year then
ended;

° the consolidated cash flow statement for the year then ended;
and

. the notes to the consolidated financial statements, which include a
summary of significant accounting policies.

Our opinion

In our opinion, the consolidated financial statements give a true and fair
view of the consolidated balance sheet of the Group as at 31 December
2017, and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA") and have been
properly prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.
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PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs") issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor's Responsibilities
for the Audit of the Consolidated Financial Statements section of our
report.

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

Independence

We are independent of the Group in accordance with the HKICPA's
Code of Ethics for Professional Accountants (“the Code”), and we have
fulfilled our other ethical responsibilities in accordance with the Code.

KEY AUDIT MATTERS

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

Key audit matters identified in our audit are summarised as follows:
o Impairment of receivables

. Provision for inventories
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Key Audit Matter
HRETEE

How our audit addressed the Key Audit Matter
BMHEFTNAEERRETSBR

Impairment of receivables

FE W 568 7Y 361 18

Refer to Note 4(c) (critical accounting estimates and
Jjudgements) and note 21 (trade and bills receivables,
deposits and other receivables) to the consolidated
financial statements for the related disclosures

BB F IR 175 - 52 Bir & B &N i) (5
BE1GFH RAET) RITH21( EWRA R IENEIZ - 122 R
H e fEH A ) o

As at 31 December 2017, gross trade receivables of the
Group amounted to HK$1,727.9 million, which accounted
for approximately 33% of the Group’s total assets. The
provision for impairment of trade receivables amounted to
HK$49.2 million, majority of which was mainly attributable
to customers located in China.
RZEBE—+F+A=+—H  EBES5ENEKENLE
HR1727198 8B 16 BERBEHEEEK33% - BISR
FHEREREBORI2BEEE T EPTERETENE
e

Management performed periodic credit monitoring, which
included the review of customers’ credit worthiness,
collection of outstanding balances and individual credit
terms. If there is indicator that the receivables are impaired,
management would make specific provision against
individual balances with reference to the recoverable
amount.

ERETHETEAERE BREFEZFPNERE BX
B mIERANE R P EE EH - i A BF R BN E WK IR
TFHERE R AT 88 B3R [E 15 2 IR AT U [ & 58 3 1 7l 45 #R 1
A TE B

We focused on this area due to the magnitude of the
receivables and the estimation and judgement involved
in the determination of the recoverable amounts of trade
receivables.

BT SRR ENBRERNERBE  UAREET
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Our audit procedures in relation to management’s assessment
on recoverability of trade receivables included:

B ERAERENERERR AR s B REFEE:

- Understood and validated the credit control procedures

performed by management, including its procedures on
periodic review on aged receivables and assessment on
recoverability of these receivables;
- HERNRIEEEERTHNERERRERF BREAHTEH
5 () 760 B U 0B Ko AT Ak 52 B PR M R IR AT e | 1 By A2
%

- Tested on a sample basis, the accuracy of ageing profile

on trade receivables by checking to the underlying sales
invoices; and

—  FRREEBEEEESR UM U8 H R RR SRR
2N R

- Tested subsequent settlement of trade receivables
balances. Where settlement had not been received
subsequent to the year end for those unprovided aged
receivables beyond the credit period as at year end, we
obtained management’s assessment on the recoverability
of these debts and corroborated explanations
with historical settlement pattern and underlying
correspondence with the relevant customers.

—  AHEUESRFESNEE B RNEMNBR - BREFLE
HE B EEE R R R GRS R K SIEEF RRIDA
B HAPIEIG T & 12 B 8 5% 55 FE UL AR R AT B W 1 P
TEREHE  WEBHBEFPBENENRANEENE
AT R 78 H AR R

Based upon the above, we found that the estimation
and judgement made by management in respect of the
collectability of receivables were supportable by the available
evidence.
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Key Audit Matter
BRETEE

How our audit addressed the Key Audit Matter
BMHEFTNAEERRESBR

Impairment of inventories

FERERE

Refer to Note 4(b) (critical accounting estimates and
Jjudgements) and note 20 (inventories) to the consolidated
financial statements for the related disclosures

BRI FIER 755 B2 A & KN 340) (B
REI I RAE) RIi20(FRE) °

The Group held inventories of HK$918.5 million as at 31
December 2017. Inventories are carried at the lower of cost
and net realisable value (“NRV"). The cost of inventories
may not be recoverable if those inventories are aged and
damaged, if they have become obsolete, or if their selling
prices have declined. For the year ended 31 December
2017, the Group has written back provision for inventories
of HK$1.8 million.
EEER_E—+HF T A=+ —HHEFEL185H
BT - FEIVIRKAEAI SR FE ([AERFE]) 28
BEINR-WEEEKMRE 1B BENEB T AlF
BEEINEFERA -HEZT—tF+A=+—HI
FE HEEEBRONGFEEGLOISEEET

Management determines the lower of cost and NRV of
inventories by considering the ageing profile, inventory
obsolescence and estimated selling price of individual
inventory items.
EREEETFERARAZEFELREER SEEME
AMFENER FTESEBRNENFENTENEE-

Our audit procedures in relation to management’s assessment
on NRV and obsolescence of inventories included:

BB EEERENATEZ 2R FERERTBRRT
BEARFBE:

- Understood and validated the control procedures
performed by management, including its procedures in
estimating the NRV of the inventories and conducting
periodic review on inventory obsolescence;

- HEmNRBEEEERTHNEERRERF BREEMAFESR
SPHRFENTHERTFEBRNIEF:

- Observed client’s inventory counts to identify whether
there is any damaged or obsolete inventory;

- HEEETER USHHELAEMBRENBETE:

- Tested on a sample basis, the accuracy of the ageing
profile of individual inventory items by checking to the
underlying procurement correspondence and invoices;

— BERREEBARBENEERE UM EERF
SR A B2 ERE
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Key Audit Matter
BRETEE

How our audit addressed the Key Audit Matter
BMHEFTNAEERRESBR

Management calculates the NRV at each period end based
on the estimated selling price less selling expenses, which
requires significant judgements and assumptions to be
made to determine the estimated selling price of individual
product, including historical experience of selling products
of similar nature and expectation of future sales based on
current market conditions.
EEENETERAEERE LSRRG ESHROAER
FE - T A B E o2 TR S B R A VEH BAHE MR
FBEEEACHERUMEERNERARIRRAET
SUE R R E M 2 TR -

Management consistently applies a provisioning
methodology for slow moving inventories based on
inventory ageing and makes specific provision for long
aged inventories. Management also conducted periodic
review on inventory obsolescence, including performance
of periodic inventory counts and review of holding period
for individual inventory items.
ERERTETHUBHEFTEERERREETE A3t
REREGEELHEERE ERETENFERT AR
ETERES EREHETHFERE LEHNERNFER
BV A -

We focused on this area due to the estimation of provision
for inventories involves significant judgement and various
uncertainties as a result of changing technology, customer
demand and competitors actions.

BRI SR REN HFENB BT REXHE -
UEREMAFAR EPFELRBZEZTREMEZED
FARAE %

Tested on a sample basis, the subsequent usage of
significant inventory items, obtained through the usage
report subsequent to the year end as a basis to identify
inventory obsolescence. Where there are no subsequent
usage of the respective items after the year end, we
discussed with management its assessment on estimated
future utilisation, corroborating explanations with the
inventory ageing, sales orders and marketability of the
relevant finished goods by using our industry knowledge
and external market analysis, as appropriate; and
MRS AABER2FERNFRRZERBER BB
SFERERNEARSE B LBRFE -WEABTFER
FRETEMAE RMASEEREIREEGEFTFER
RAE A ERAEH 2 51 - BB I T ERR BN
Sot (WER)  EEFBTFEER HEENEH
AR on & EHBE B AR IR - K

Tested on a sample basis, the NRV of selected inventory
items, by comparing the selling price subsequent to the
year end, against the carrying values of these individual
finished goods. Where there are no subsequent sales
of the respective finished goods after the year end,
we discussed with management as to the realisable
value of the products, corroborating explanations with
the inventory ageing, sales orders, historical margins,
and current market conditions by using our industry
knowledge and external market analysis, as appropriate.
AEA AR B EFERE 225 %E  £RAHF
AR SR R FREHEEREREEFE LR %
MERBITELENEBEK R RACEERE W
ZEMNTERE WEBRMETROBEMIINELT
Bofr (WER) EERBFEFH HETE BT
EMEFIBITHRAGE -

Based on the procedures described, we found the estimations
of management in relation to the provision for inventories
were supportable by available evidence.
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OTHER INFORMATION

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

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

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in the
audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is
a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND THE AUDIT
COMMITTEE FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view
in accordance with HKFRSs issued by the HKICPA and the 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.

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

The audit committee are responsible for overseeing the Group’s financial
reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. We 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. Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated
financial statements.

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

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

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

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

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

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

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

We also provide the audit committee with a statement that we have
complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where
applicable, related safeguards.
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Independent Auditor’s Report
18 X1 1% B 6 R &5

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

The engagement partner on the audit resulting in this independent
auditor’s report is Chan Tak Wai, Daniel.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 7 March 2018
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Consolidated Income Statement

& O\ KW
mBlAaE
Year ended 31 December
BE+=-A=+—HLEE
2017 2016
—E—tF Z—ZZE—REF
Notes HK$'000 HK$'000
B 7E FHT FABT
Revenue A 5 3,591,080 2,914,842
Cost of sales FE A=W 7 (2,133,487) (1,652,848)
Gross profit EX 1,457,593 1,261,994
Other income HagA 5 75,054 71,593
Selling expenses HERY 7 (426,432)  (297,396)
Administrative expenses THEHR 7,8 (501,721)  (347,098)
Impairment of assets BEERE 7,15 (176,471) -
Operating profit K& RF 428,023 689,093
Finance costs W% ER 9 (3,801) (10,794)
Share of result of an investment accounted for X EZ A ABRH
using the equity method WERE 19 318 -
Profit before income tax BRETB B AR F 424,540 678,299
Income tax expense Fri5#i 5 2 1M (87,974) (74,865)
Profit for the year F 5 A 336,566 603,434
Profit/(loss) attributable to: BAEERN (BE) :
Owners of the Company PA/NEIES TN 407,507 600,908
Non-controlling interests IEVER S (70,941) 2,526
336,566 603,434
HK$ HK$
per share per share
BRBET FAET
Earnings per share for the profit ERATRFEA
attributable to the owners of EhERzE8RER:
the Company:
— Basic - 12(a) 0.367 0.539
— Diluted — s 12(b) 0.367 0.535
The notes on pages 97 to 197 are an integral part of these consolidated F97E197E MM T S M BmRERNE P I
financial statements. 5 e
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Consolidated Statement of Comprehensive Income

u‘T.l'DIZ:E\ELIy

Year ended 31 December

BE+-—A=+—BLtEE

2017 2016
—E—+tFE —T-RHF
Notes HK$'000 HK$'000
gz FERT FHT
Profit for the year FRIEF 336,566 603,434
Other comprehensive income/(loss), Hizmkz (HE)
net of tax HIBRBLE
Items that may be subsequently reclassified to ~ A ZR[ptEF P EE 8 2 HH
profit or loss
Exchange differences arising on translation of & /84N B R A BA IS ¥R
the financial statements of foreign subsidiaries ~ E4HIE X =% 168,423 (126,208)
Change in value of available-for-sale AtHEEmEE BENE
financial assets 16 (6,145) -
Item that will not be subsequently BT 8ET D HERDZ
reclassified to profit or loss EHH
Remeasurement of post-employment BB ERNESER
benefit obligation (141) -
Total comprehensive income for the year, HRZEUNGFEALEE  HIRBIE
net of tax 498,703 477,226
Total comprehensive income/(loss) EiEzmEkE (BB 858
attributable to:
Owners of the Company ZAN/NSIESF N 572,058 475,534
Non-controlling interests IR = (73,355) 1,692
498,703 477,226

The notes on pages 97 to 197 are an integral part of these consolidated

financial statements.
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Consolidated Balance Sheet

mOEERBR

As at 31 December

BR+=ZB=+—8H
2017 2016
—E—+tF —ZT—RF
Notes HK$'000 HK$'000
B 7E FExT FAT
ASSETS BE
Non-current assets FRBEE
Property, plant and equipment Y- B E K 14 51,558 67,919
Land use rights 3 {sE R A 17 84,473 186
Intangible assets mILAE 15 90,259 89,392
Available-for-sale financial assets A ESMEE 16 74,517 -
Investment accounted for using the EEREARNKE
equity method 19 20,720 -
Other non-current assets EMIERBEE 21 52,785 38,353
Deferred income tax assets RIS EE 29 18,731 16,794
Total non-current assets ERBEELE 393,043 212,644
Current assets RBEE
Inventories rE 20 918,452 596,539
Trade and bills receivables JE UK BR 2 % B Uk 22 3 21 1,703,414 1,347,446
Deposits and other receivables & R E th BN IR 21 39,593 68,919
Restricted cash PR H1IR & 22 12,490 310
Cash and cash equivalents HWeENIREEEY 23 2,165,224 2,207,205
Total current assets RBEEHAE 4,839,173 4,220,419
Total assets EEHAE 5,232,216 4,433,063
EQUITY =
Equity attributable to the owners of ERRFEAEGER
the Company
Share capital A A 24 110,019 110,787
Reserves G 26 3,812,757 3,354,748
3,922,776 3,465,535
Non-controlling interests FERER (25,710) 35,748
Total equity EREE 3,897,066 3,501,283

The notes on pages 97 to 197 are an integral part of these consolidated

financial statements.
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Consolidated Balance Sheet

mOEERBR

As at 31 December

R+=—A=+-—H
2017 2016
—E—+tF —ZT—RF
Notes HK$'000 HK$'000
B 5 FHET FAT
LIABILITIES =R
Non-current liabilities FRBEE
Deferred income tax liabilities RIS EE 29 10,123 6,363
Other non-current liabilities EMIERBAEG 7,700 -
Total non-current liabilities FREBABERE 17,823 6,363
Current liabilities REBEE
Trade payables FE T BR 3R 27 953,084 662,485
Other payables and accruals L FE AT BR R R FEFT RUA 27 281,585 226,791
Current tax liabilities EHHIEAE 68,291 36,141
Borrowings BE 28 14,367 -
Total current liabilities IRtk 1,317,327 925,417
Total liabilities BEAEE 1,335,150 931,780
Total equity and liabilities EaRkaELE 5,232,216 4,433,063

The financial statements were approved by the Board of Directors on 7
March 2018 and were signed on its behalf.

NIE GUOMING
EEH
Director

EF

The notes on pages 97 to 197 are an integral part of these consolidated
financial statements.

KM BBEN_—_ZE-N\F=ZALtBEESESH

oA AETINEETRERE -

LI WENJIN
=NE
Director

EF
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Eunsulidated Statement of Changes in

CEY BT TES

Attributable to the owners of the Company

Equity

AATREARE
Available-
Share  Employment for-sale Non-
Share Share Capital option benefit  revaluation Exchange Retained controlling Total
capital premium reserve reserve reserve reserve reserve earnings Total interests equity
AB  THEE
BE REEE BARE  BRERE  BARE  GERE  NERE  REEX @i FEREE  RE4E
HK$'000 HK$'000 HKS'000 HKS'000 HKS'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000
TEn Tén Tn Fhn Fn Fin TEn TEn TEn TEn TEn
For the year ended 31 December 2017 BECR-tEAZT-BLER
Balance at 1 January 2017 RZF-t5-A-BNEH 110,787 1,299,524 (414,978) 81,113 - - (162,470) 2,551,499 3,354,748 35,748 3,501,283
Comprehensive income 2ERE
Profit for the year FRgEH| - - - - - - - 407,507 407,507 (70,941) 336,566
Other comprehensive income/(loss) R2ERE/ (58)
Exchange differences arising on translation of AERIMBLIMBRRELY
the financial statements of foreign subsidiaries i ,héé - - - - - - 170,768 - 170,768 (2.345) 168,423
Change in value of avaiable-for-sale THNESRAE RENE
financial assets - - - - - (6,145) - - (6,145) - (6,145)
Remeasurements of post-employment BRABENERET
benefit obligations - - - - ] - - - (72) (69) (141)
Total comprehensive (loss)/income 20 (BR)/hxeg - - - - n) (6,145) 170,768 407,507 572,058 (73,355) 498,703
Transactions with owners HERANRE
Repurchase of the Company's shares BEAA MG (1,300) (50,317) - - - - - - (50,317) - (51,617)
Share option scheme RS
- share options exercised -BAEERE 532 25323 - - - - - - 25303 - 25,855
Dividends paid EfikE - - - - - - - (89,055) (89,055) - (89,055)
Non-controling interests arising on HaKELN
business combinations FERES - - - - - - - - - 11,897 11,897
Total transactions with owners REBANR LT (768) (24,99) - - - - - (89,055) (114,049) 11,897 (102,920)
Balance at 31 December 2017 RZB-tEtZR=t-ANER 110,019 1,274,530 (414,978) 81,113 (72) (6,145) 8,298 2,869,951 3,812,757 (25,710) 3,897,066
The notes on pages 97 to 197 are an integral part of these consolidated ~ £97Z 197 B WML TG A M R & & EH b 2f
financial statements. e
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Consolidated Statement

ITOEREHE

of Changes in

Attributable to the owners of the Company

Equity

RREHEAER
Share Non-
Share Share Capital option Exchange Retained controlling Total
capital premium reserve reserve reserve earnings Total interests equity
i RiFER EXGE  BRERE MNERE REARH EE 2000 54 okt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FiEn Fin TEL T Fian Fin AL T Fian
For the year ended 31 December 2016 BEZS-AETA=T-ALEE
Balance at 1 January 2016 RZE-RE-R-RHES 111,201 1,323,439 (414,978) 77,370 (37,09) 2,017,638 2,966,373 13,025 3,090,599
Comprehensive income 2EME
Profit for the year )1 - - - - - 600,908 600,908 2526 603,434
Other comprehensive loss Ht2EEE
Exchange differences arising on translation of BERIMERA IR RRREED
the financial statements of foreign subsidiaries ERZER - - - - (125,374) - (125,374) (834) (126,208)
Total comprehensive (loss)income 2E(BR)hEas - - - - (125,374) 600,908 475,534 1692 471,226
Transactions with owners BEAANRS
Repurchase of the Company's shares Bk v ONGE ) (1,000 (51,809) - - - - (51,809) - (52,809)
Share option scheme g g
~value of services provided -BRERBHER - - 3,803 - - 3,803 - 3803
- share options exercised -BAfEERE 586 27,89% - - - - 27,89 - 28,480
Dividends paid BRRE - - - - - (67,047) (67,047) - (67,047)
Non-controlling interests arising on FHANELN
business combinations FirhER - - - - - - - 21,031 21,031
Total transactions with owners REFANR5EE (414) (23915) - 3803 - (67,047) (87,159) 21,031 (66,542)
Balance at 31 December 2016 RZF-RETZRAZT-BHER 110,787 1,299,524 (414,978) 81,173 (1624700 2,551,499 3,354,748 35,748 3,501,283

The notes on pages 97 to 197 are an integral part of these consolidated

financial statements.
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Eunsulidated Cash
BIERER

Flow Statement

Year ended 31 December

BE+-—A=+—BLtEE

2017 2016
—E—tHF —T—KF
Notes HK$'000 HK$'000
gz FERT FAT
Cash flows from operating activities REXEBNBRERE
Cash generated from operations KEFRIRE 30(a) 277,529 356,712
Hong Kong profits tax paid ENEEFEH (48,821) (62,883)
China corporate income tax paid BB EMER (10,437) (33,528)
Interest paid B E (3,801) (10,794)
Net cash generated from operating activities KEEBFH ST 214,470 249,507
Cash flows from investing activities RETHNESRE
Acquisitions of subsidiaries, net of cash acquired U ESHI B AR KRB AR S 33 (41,417) (10,446)
Acquisition of an investment accounted WHERE R ZEARIRE
for using the equity method (19,406) -
Purchase of available-for-sale financial assets BEMHEESRMEE (75,345) -
Purchase of land use rights E%Eihﬁﬁﬁﬁﬁé (83,333) -
Purchase of property, plant and equipment BEWE BEREE (17,520) (14,614)
Interest received B F B 20,847 15,848
Net cash used in investing activities KEEHMARE FE (216,174) (9,212)
Cash flows from financing activities RETHNEESRE
Proceeds from issuance of shares in connection  Ht 1T {6 B A% #2 25 77 I 19
with exercise of share options FTiS 3K 58 25,855 28,480
Repayment of borrowings BEEE (16,096) -
Payment for repurchase of the 5] & 7R X R B AR 19 B9 1~ 3K
Company's shares (51,617) (52,809)
Dividends paid g 8 (89,055) (67,047)
Net cash used in financing activities B EEFTARE FR (130,913) (91,376)
Net (decrease)/increase in cash and cash ﬁﬁ&ﬁﬁ%f’%ﬂ’]
equivalents W), FEE (132,617) 148,919
Cash and cash equivalents at beginning i?ﬂfﬁi&fﬁ TEEY
of the year 2,207,205 2,144,312
Exchange gains/(losses) on cash and cash BeMBEcEBYMIER
equivalents sk, (E5#E) 90,636 (86,026)
Cash and cash equivalents at end FRESRESEEY
of the year 23 2,165,224 2,207,205

The notes on pages 97 to 197 are an integral part of these consolidated

financial statements.
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Notes to the Consolidated Financial Statements

&
o

& B 5 ¥ R Bff 5

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 sales of electronic funds transfer point-of-sale
("E-payment Terminals”) products, provision of payment solutions
services and maintenance and installation services (collectively, the
“E-payment Terminals solutions business”).

The Company is a limited liability company incorporated in
Bermuda. The address of its registered office is Clarendon House,
2 Church Street, Hamilton HM 11, Bermuda.

The Company was listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) on 20
December 2010.

These financial statements are presented in thousands of units of
Hong Kong dollars (HK$'000), unless otherwise stated.

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") and requirements of
the Hong Kong Companies Ordinance Cap. 622. The
consolidated financial statements have been prepared under
the historical cost convention, except for the available-for-
sale financial assets, contingent consideration payable and
post-employment benefit obligation which are measured at
fair values.

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

& B 5 ¥ R Bff 5

&
o

2

98

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and disclosures

(a)

(b)

PAX GLOBAL TECHNOLOGY LIMITED

New and amended standards adopted by the
Group

The following amendments to standards have
been adopted by the Group for the first time for
the financial year beginning on or after 1 January
2017:

. Recognition of Deferred Tax Assets for
Unrealised Loss — Amendments to HKAS 12

o Annual improvements 2014-2016 cycle —
Amendments to HKAS 12, and

. Disclosure Initiative — Amendments to
HKAS 7

The adoption of these amendments did not have
material impact on the financial statements for
the current year. The amendments to HKAS 7
require disclosure of changes in liabilities arising
from financing activities (note 30(c)).

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 2017,
and have not been applied in preparing these
consolidated financial statements. None of this
is expected to have a significant effect on the
consolidated financial statements of the Group,
except the following set out below:
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Notes to the Consolidated Financial Statements
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
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)
HKFRS 9, “Financial instruments”

HKFRS 9 addresses the classification,
measurement and derecognition of financial
assets and financial liabilities, introduces
new rules for hedge accounting and a new
impairment model for financial assets.

The Group has reviewed its financial assets and
liabilities and is expecting the following impact
from the adoption of the new standard on 1
January 2018:

Equity instruments currently classified as
available-for-sale (“AFS”) for which a fair value
through other comprehensive income (“FVOCI")
election is available and hence there will be no
change to the accounting for these assets.

Accordingly, the Group does not expect the
new guidance to affect the classification and
measurement of these financial assets. However,
gains or losses realised on the sale of financial
assets at FVOCI will no longer be transferred
to profit or loss on sale, but instead reclassified
below the line from the FVOCI reserve to
retained earnings.
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Notes to the Consolidated Financial Statements
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and disclosures

(continued)

(b)

PAX GLOBAL TECHNOLOGY LIMITED

New standards and interpretations not yet
adopted (continued)
HKFRS 9, “Financial instruments” (continued)

There will be no impact on the Group's
accounting for financial liabilities, as the new
requirements only affect the accounting for
financial liabilities that are designated at fair
value through profit or loss and the Group does
not have any such liabilities.

The derecognition rules have been transferred
from HKAS 39 “Financial Instruments:
Recognition and Measurement” and have not
been changed.

The new impairment model requires the
recognition of impairment provisions based on
expected credit losses (ECL) rather than only
incurred credit losses as is the case under HKAS
39. It applies to financial assets classified at
amortised cost, debt instruments measured
at FVOCI, contract assets under HKFRS 15
“Revenue from Contracts with Customers”,
lease receivables, loan commitments and certain
financial guarantee contracts. Based on the
assessments undertaken to date, the Group
expects it may result in earlier recognition of
credit losses.
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Notes to the Consolidated Financial Statements
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
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)
HKFRS 9, “Financial instruments” (continued)

The new standard also introduces expanded
disclosure requirements and changes in
presentation. These are expected to change the
nature and extent of the Group’s disclosures
about its financial instruments particularly in the
year of the adoption of the new standard.

This new standard must be applied for financial
years commencing on or after 1 January
2018. The Group will apply the new rules
retrospectively from 1 January 2018, with
the practical expedients permitted under the
standard. Comparatives for 2017 will not be
restated.

HKFRS 15,
customers”
The Hong Kong Institute of Certified Public
Accountants (“HKICPA") has issued a new
standard for the recognition of revenue. This
will replace HKAS 18 which covers contracts for
goods and services and HKAS 11 which covers
construction contracts and the related literature.

“"Revenue from contracts with

The new standard is based on the principle that
revenue is recognised when control of a good or
service transfers to a customer.

The standard permits either a full retrospective
or a modified retrospective approach for the
adoption.
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SUMMARY OF SIGNIFICANT ACCOUNTING
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)
HKFRS 15, “Revenue from contracts with

PAX GLOBAL TECHNOLOGY LIMITED

customers” (continued)

Management is currently assessing the effects
of applying the new standard on the Group’s
consolidated financial statements and has
identified the application of HKFRS 15 may result
in the identification of separate performance
obligations in relation to sales of E-payment
terminals products which could affect the timing
of the recognition of revenue going forward.

More detailed assessment will be carried out
by the Group to estimate the impact of the
new rules on the Group’s consolidated financial
statements.

This new standard is mandatory for financial
years commencing on or after 1 January 2018.
The Group intends to adopt the standard using
the modified retrospective approach which
means that the cumulative impact of the
adoption will be recognised in retained earnings
as of 1 January 2018 and that comparatives will
not be restated.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
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)
HKFRS 16, “Leases”

HKFRS 16 was issued in January 2016. It will
result in almost all leases being recognised
on the consolidated balance sheet, as the
distinction between operating and finance leases
is removed. Under the new standard, an asset
(the right to use the leased item) and a financial
liability to pay rentals are recognised. The only
exceptions are short-term and low-value leases.

The accounting for lessors will not significantly
change.

The standard will affect primarily the
accounting for the Group’s operating leases.
As at the reporting date, the Group has non-
cancellable operating lease commitments of
HK$37,351,000.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and disclosures

(continued)

(b)

PAX GLOBAL TECHNOLOGY LIMITED

New standards and interpretations not yet
adopted (continued)
HKFRS 16, “Leases” (continued)

The Group has not yet assessed the adjustments,
if any, are necessary for example because of
the change in the definition of the lease term
and the different treatment of variable lease
payments and of extension and termination
options. It is therefore not yet possible to
estimate the amount of right-of-use assets and
lease liabilities that will have to be recognised
on adoption of the new standard and how this
may affect the Group’s consolidated income
statement and classification of cash flows going
forward.

This new standard is mandatory for financial
years commencing on or after 1 January 2019.
At this stage, the Group does not intend to
adopt the standard before its effective date. The
Group intends to apply the simplified transition
approach and will not restate comparative
amounts for the year prior to first adoption.

There are no other standards and interpretations
that are not yet effective and that would be
expected to have a material impact on the entity
in the current or future reporting periods and on
foreseeable future transactions.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Principles of consolidation and equity accounting

(i)  Subsidiaries

Subsidiaries are all entities 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
to direct the activities of the entity. Subsidiaries are
fully consolidated from the date on which control is
transferred to the Group. They are deconsolidated

from the date that control ceases.

The acquisition method of accounting is used to
account for business combinations by the Group.

Intercompany transactions, balances and unrealised
gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment
of the transferred asset. Accounting policies of
subsidiaries have been changed where necessary to
ensure consistency with the policies adopted by the

Group.

Non-controlling interests in the results and equity of
subsidiaries are shown separately in the consolidated
statement income statement, consolidated statement
of comprehensive income, consolidated statement
of changes in equity and consolidated balance sheet

respectively.

(ii) Associated company

Associated company are entity over which the Group
has significant influence but not control or joint
control. This is generally the case where the Group
holds between 20% and 50% of the voting rights.
Investment in associated company is accounted for
using the equity method of accounting (see (iii) below),

after initially being recognised at cost.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Principles of consolidation and equity accounting

106

(continued)

(iiij) Equity accounting

Under the equity method of accounting, the
investment is initially recognised at cost and adjusted
thereafter to recognise the Group’s share of the
post-acquisition profits or losses of the investee in
consolidated income statement, and the Group’s share
of movements in other comprehensive income of the
investee in other comprehensive income. Dividend
received or receivable from associated company is
recognised as a reduction in the carrying amount of
the investment.

When the Group's share of losses in an equity-
accounted investment equals or exceeds its interest in
the entity, including any other unsecured long-term
receivables, the Group does not recognise further
losses, unless it has incurred obligations or made
payments on behalf of the other entity.

Unrealised gains on transactions between the Group
and its associated company are eliminated to the
extent of the Group's interest in these entities.
Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of
the asset transferred. Accounting policies of equity
accounted investees have been changed where
necessary to ensure consistency with the policies
adopted by the Group.

The carrying amount of equity-accounted investment
is tested for impairment in accordance with the policy
described in note 2.10.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Principles of consolidation and equity accounting

(continued)

(iv) Changes in ownership interests

The Group treats transactions with non-controlling
interests that do not result in a loss of control as
transactions with equity owners of the Group. A
change in ownership interest results in an adjustment
between the carrying amounts of the controlling
and non-controlling interests to reflect their relative
interests in the subsidiary. Any difference between the
amount of the adjustment to non-controlling interests
and any consideration paid or received is recognised in
a separate reserve within equity attributable to owners
of the Company.

When the Group ceases to consolidate or equity
account for an investment because of a loss of control
or significant influence, any retained interest in the
entity is remeasured to its fair value with the change
in carrying amount recognised in consolidated income
statement. This fair value becomes 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 profit or loss or transferred to another
category of equity as specified/permitted by applicable
HKFRSs.

If the ownership interest in an associated company
is reduced but significant influence is retained, only
a proportionate share of the amounts previously
recognised in other comprehensive income are
reclassified to profit or loss where appropriate.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.3

108

Business combinations

The acquisition method of accounting is used to account
for all business combinations, regardless of whether equity
instruments or other assets are acquired. The consideration
transferred for the acquisition of a subsidiary comprises the:

. fair values of the assets transferred

° liabilities incurred to the former owners of the acquired
business

° equity interests issued by the Group

o fair value of any asset or liability resulting from a
contingent consideration arrangement, and

o fair value of any pre-existing equity interest in the
subsidiary.

Identifiable assets acquired and liabilities and contingent
liabilities assumed in a business combination are, with
limited exceptions, measured initially at their fair values
at the acquisition date. The Group recognises any non-
controlling interest in the acquired entity on an acquisition-
by-acquisition basis either at fair value or at the non-
controlling interest’s proportionate share of the acquired
entity’s net identifiable assets.

Acquisition-related costs are expensed as incurred.
The excess of the
o consideration transferred,

° amount of any non-controlling interest in the acquired
entity, and

° acquisition-date fair value of any previous equity
interest in the acquired entity

over the fair value of the net identifiable assets acquired is
recorded as goodwill. If those amounts are less than the fair
value of the net identifiable assets of the business acquired,
the difference is recognised directly in consolidated income
statement as a bargain purchase.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.3

24

2.5

Business combinations (continued)

Contingent consideration payable is classified either as
equity or a financial liability. Amounts classified as a financial
liability are subsequently remeasured to fair value with
changes in fair value recognised in consolidated income
statement.

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 remeasured to fair
value at the acquisition date. Any gains or losses arising from
such remeasurement are recognised in consolidated income
statement.

Separate financial statements

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

Impairment testing of the investment in subsidiaries is
required upon receiving a dividend from these investment
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.

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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(a)

(b)

PAX GLOBAL TECHNOLOGY LIMITED

7195 ¥ = Bl 51

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6 Foreign currency translation

Functional and presentation currency

Items included in the 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 HKS$, which is the Company’s functional
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 re-measured. Foreign exchange
gains and losses resulting from the settlement of
such transactions and from the translation at year-
end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in
the consolidated income statement.

Foreign exchange gains and losses that relate to
borrowings are presented in the consolidated income
statement, within finance costs. All other foreign
exchange gains and losses are presented in the
consolidated income statement on a net basis within
administrative expenses.

Non-monetary items that are measured at fair value in
a foreign currency are translated using the exchange
rates at the date when the fair value was determined.
Translation differences on assets and liabilities carried
at fair value are reported as part of the fair values gain
or loss. For example, translation differences on non-
monetary 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 and
translation differences on non-monetary assets such as
equities classified as available-for-sale financial assets
are recognised in other comprehensive income.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6 Foreign currency translation (continued)

(c) Group companies
The results and financial position of foreign operations
(none of which has the currency of a hyper-inflationary
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;

(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

(iii)  all resulting currency translation differences are
recognised in other comprehensive income.

On consolidation, exchange differences arising from
the translation of any net investment in foreign
entities, and of borrowings, are recognised in other
comprehensive income. When a foreign operation
is sold or any borrowings forming part of the net
investment are repaid, the associated exchange
differences are reclassified to 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. Currency translation differences arising
are recognised in other comprehensive income.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.7

112

Property, plant and equipment

Except for freehold land with indefinite useful life
which is not amortised and stated at historical cost less
impairment, all other 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. The carrying amount of the replaced
part is derecognised. All other repairs and maintenance are
charged to the consolidated income statement during the
financial period in which they are incurred.

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% — 33%

Motor vehicles 18% — 25%
The assets’ residual values and useful lives are reviewed, and
adjusted if appropriate, at the end of each reporting period.
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.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.7 Property, plant and equipment (continued)
Construction in progress represents property, plant and
equipment under construction or pending installation, and is
stated at cost less impairment losses. Cost comprises direct
costs of construction including borrowing costs attributable
to the construction during the period of construction.
No provision for depreciation is made on construction in
progress until such time as the relevant assets are completed
and ready for intended use.

2.8

Intangible assets

(a)

®)

Goodwill

Goodwill on acquisitions of subsidiaries is included
in intangible assets. Goodwill is not amortised but it
is tested for impairment annually, or more frequently
if events or changes in circumstances indicate that
it might be impaired, and is carried at cost less
accumulated impairment losses. Gains and losses on
the disposal of an entity include the carrying amount
of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for
the purpose of impairment testing. The allocation is
made to those cash-generating units or groups of
cash-generating units that are expected to benefit
from the business combination in which the goodwill
arose. The units or groups of units are identified at
the lowest level at which goodwill is monitored for
internal management purposes and not larger than an
operating segment.

Brand names, contractual customer relationships

and others

Brand names, contractual customer relationships
and others acquired in a business combination are
recognised at fair values at the acquisition date.
These intangible assets have a finite useful life and
are carried at cost less accumulated amortisation.
Amortisation is calculated using the straight-line
method over their expected lives from 5 to 10 years to
allocate the cost of them.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.9

2.10

114

Land use rights

Land use rights are 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 land use rights
is charged to the consolidated income statement on a
straight-line basis over the period of the lease or when there
is impairment, the impairment is charged to the consolidated
income statement.

Impairment of non-financial assets

Goodwill not subject to amortisation is tested annually
for impairment, or more frequently if events or changes
in circumstances indicate that they might be impaired.
Assets that are subject to amortisation 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 reporting date.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.11 Financial assets and liabilities

2.11.1 Classification

The Group classifies its financial assets and liabilities
in the following categories: loans and receivables,
available-for-sale financial assets, financial liability at
fair value through profit or loss, and other financial
liabilities at amortised cost. The classification depends
on the purpose for which the financial assets were
acquired. Management determines the classification of
its financial assets at initial recognition.

(a)

(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 the amounts
that are settled or expected to be settled more
than 12 months after the end of the reporting
period. These are classified as non-current assets.
The Group's loans and receivables include “trade
and bills receivables”, “deposits and other
receivables”, “restricted cash” and “cash and
cash equivalents” in the consolidated balance
sheet.

Available-for-sale financial assets
Available-for-sale financial assets are non-
derivatives that are either designated in this
category or not classified in any of the other
categories. They are included in non-current
assets unless the investment matures or
management intends to dispose of it within 12
months of the end of the reporting period.

2 FESHHEHE®)

211 sREEREE

2111 54
rEBEBEcREERAE
o BNUTER EAFES
EEEZFANEER EX
REWFRIE AIHEEcRE
E-ZATEFEBAEEHE
ABHHEZHNERMEE KE
AT ENEMERmEE-
DEIRRKESREENE
H-BERERVTHERAKET
HEomEEMDE-

@ EHREKRTE

B R e WK IR RN E B
T 35 3 4 R 8 HO B E 8 A
TEENRWFETES
BMEE -WEFARDE
EERESHEREEA
1218 AEN B TE
B FRIRBR S - 1t B B3R
K FEWGRIB S R FE R ED
BE-AEENERLE
WHREBREEEERE
2R A TR U8 RR 3R M B W
ERl - TREMEMEY
B ZRBBR] R
(ReERkREFED] -

b) AERHESHEE
AHEHESREEAWIE
TEAIERSRIT ESIEA
EREMERNIETET
B BRI ER TR
BB EAREHRE12(E
AR EZERE &
ERHEFAERBEE-

HERBRHARAT —E—tEFH 115



Notes to the Consolidated Financial Statements

#n © B 55 R < Bl 51

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.11 Financial assets and liabilities (continued)

2.11.1 Classification (continued)

116

(c)

(@

PAX GLOBAL TECHNOLOGY LIMITED

Financial liability at fair value through profit or loss

Financial liability at fair value through profit
or loss is initially measured at fair value. At
each balance sheet date subsequent to initial
recognition, financial liability at fair value
through profit or loss is measured at fair value,
with changes in fair value recognised directly in
the profit and loss account in the period in which
they arise. The Group financial liability at fair
value through profit or loss includes contingent
consideration payable.

Other financial liabilities at amortised cost

Other financial liabilities at amortised cost are
initially measured at fair value and subsequently
measured at amortised cost, using the effective
interest method. The Group's other financial
liabilities at amortised cost comprise ‘trade
payables’, ‘other payables and accruals’ and
‘borrowings’ in the consolidated balance sheet.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.11 Financial assets and liabilities (continued)

2.11.2 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
are derecognised when the rights to receive cash
flows from the investments or loans and receivables
have expired or have been transferred and the
Group has transferred substantially all risks and
rewards of ownership. On derecognition of financial
assets, the difference between the carrying amount
and the consideration received is recognised in the
consolidated income statement. Available-for-sale
financial assets are subsequently carried at fair values.
Loans and receivables are subsequently carried at
amortised cost using the effective interest method.

Changes in the fair value of monetary and non-
monetary securities classified as available for sale are
recognised in other comprehensive income.

When securities classified as available for sale are sold
or impaired, the accumulated fair value adjustments
recognised in equity are included in the consolidated
income statement.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12 Offsetting financial instruments

2.13

118

Financial assets and liabilities are offset and the net amount
is reported in the consolidated 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. The legally
enforceable right must not be contingent on future events
and must be enforceable in the normal course of business
and in the event of default, insolvency or bankruptcy of the
Company or the counterparty.

Impairment of financial assets

The Group assesses at each of the balance sheet date
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. In the case of equity investments
classified as available-for-sale, a significant or prolonged
decline in the fair value of the security below its cost is
considered an indicator that the assets are impaired.

Assets carried at amortised cost

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.

(a)

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.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.13 Impairment of financial assets (continued)

(b) Assets classified as available-for-sale

If there is objective evidence of impairment for
available-for-sale financial assets, the cumulative loss
— measured as the difference between the acquisition
cost and the current fair value, less any impairment
loss on that financial asset previously recognised in
consolidated income statement — is removed from
equity and recognised in the consolidated income
statement.

Impairment losses on equity instruments that were
recognised in consolidated income statement are not
reversed through consolidated income statement in a
subsequent period.

2.14 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.

2.15 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.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.16 Cash and cash equivalents

In the consolidated cash flow statement, cash and cash
equivalents include cash on hand and deposits held at call
with banks.

2.17 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.

2.18 Trade and other payables

Trade payables are obligations to pay for goods or services
that have been acquired in the ordinary course of business
from suppliers. Trade 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 and other payables are recognised initially at fair
values and subsequently measured at amortised cost using
the effective interest method.

2.19 Borrowings

120

Borrowings are initially recognised at fair values, net of
transaction costs incurred. Borrowings are subsequently
measured at amortised cost. Any difference between the
proceeds (net of transaction costs) and the redemption
amount is recognised in consolidated income statement over
the period of the borrowings using the effective interest
method. Fees paid on the establishment of loan facilities are
recognised as transaction costs of the loan to the extent that
it is probable that some or all of the facility will be drawn
down. In this case, the fee is deferred until the draw down
occurs. To the extent there is no evidence that it is probable
that some or all of the facility will be drawn down, the
fee is capitalised as a prepayment for liquidity services and
amortised over the period of the facility to which it relates.

Borrowings are removed from the consolidated balance
sheet when the obligation specified in the contract is
discharged, cancelled or expired. The difference between
the carrying amount of a financial liability that has been
extinguished or transferred to another party and the
consideration paid, including any non-cash assets transferred
or liabilities assumed, is recognised in consolidated income
statement as other income or finance costs.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.19 Borrowings (continued)
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 reporting period.

2.20 Current and deferred income tax
The tax expense for the period comprises current and
deferred tax. Tax is recognised in the consolidated income
statement, except to the extent that it relates to items
recognised 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.

(a)

(®)

Current income tax

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'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

Deferred income tax is provided in full, 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, deferred tax liabilities are not
recognised if they arise from the initial recognition of
goodwill. Deferred income tax is also 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 substantially enacted at 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.20 Current and deferred income tax (continued)
(b)

Deferred income tax (continued)

Deferred tax assets are recognised only if it is probable
that future taxable amounts will be available to utilise
those temporary differences and losses.

Deferred tax liabilities and assets are not recognised for
temporary differences between the carrying amount
and tax bases of investments in foreign operations
where the Group is able to control the timing of the
reversal of the temporary differences and it is probable
that the differences will not reverse in the foreseeable
future.

Offsetting

Deferred tax assets and liabilities are offset when there
is a legally enforceable right to offset current tax assets
and liabilities and when the deferred tax balances
relate to the same taxation authority. Current tax
assets and tax liabilities are offset where the entity has
a legally enforceable right to offset and intends either
to settle on a net basis, or to realise the asset and
settle the liability simultaneously.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.21 Employee benefits

(a)

(®)

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.

Post employment pension obligations

The Group operates various post-employment
schemes, including both defined benefit and defined
contribution pension plans.

The liability or asset recognised in the consolidated
balance sheet in respect of defined benefit pension
plans is the present value of the defined benefit
obligation at the end of the reporting period less the
fair value of plan assets. The defined benefit obligation
is calculated annually by independent actuaries using
the projected unit credit method.

The present value of the defined benefit obligation
is determined by discounting the estimated future
cash outflows using interest rates of high-quality
corporate bonds that are denominated in the currency
in which the benefits will be paid, and that have terms
approximating to the terms of the related obligation.
In countries where there is no deep market in such
bonds, the market rates on government bonds are
used.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.21 Employee benefits (continued)

®)

PAX GLOBAL TECHNOLOGY LIMITED

Post employment pension obligations (continued)
The net interest cost is calculated by applying the
discount rate to the net balance of the defined benefit
obligation and the fair value of plan assets. This
cost is included in employee benefit expense in the
consolidated income statement.

Remeasurement gains and losses arising from
experience adjustments and changes in actuarial
assumptions are recognised in the period in which they
occur, directly in other comprehensive income. They
are included in retained earnings in the consolidated
statement of changes in equity and in the consolidated
balance sheet.

Changes in the present value of the defined
benefit obligation resulting from plan amendments
or curtailments are recognised immediately in
consolidated income statement as past service costs.

The Group also 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.21 Employee benefits (continued)

(b) Post employment pension obligations (continued)

(9

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.

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.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.22 Share-based payments

126

PAX GLOBAL TECHNOLOGY LIMITED

(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:

*  including any market performance conditions;

e 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

e including the impact of any non-vesting
conditions.

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.

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 consolidated 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.22 Share-based payments(continued)

(b) 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.

2.23 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.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.24 Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable, and represents amounts receivable
for goods supplied, stated net of discounts, returns and
value-added taxes. The Group recognises revenue when
the amount of revenue can be reliably measured, when 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 of return on historical results, taking into
consideration the type of customers, the type of transactions
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 services
Revenue from payment solutions services are
recognised when the corresponding services are
rendered.

Revenue from fixed-price maintenance services
contracts is generally recognised in the period in which
the services are provided, using the straight-line basis
over the terms of contracts.

2.25 Interest income

128

Interest income is recognised on a time-proportion basis
using the effective interest method.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESHEBEEME®)
POLICIES (continued)

2.26 Leases (as the lessee for operating leases) 226 HY (KEHQOMABRAN)

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
to the consolidated income statement on a straight-line basis
over the period of the lease.

2.27 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.

2.28 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.

2.29 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.

2.30 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
Company's 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: market risk (including currency risk, fair value interest
rate risk, cash flow interest rate risk and price risk), credit
risk and liquidity 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) Market risk

()

PAX GLOBAL TECHNOLOGY LIMITED

Foreign exchange risk

The Group's foreign currency transactions are
mainly denominated in Renminbi ("RMB"), HK$,
United States dollar (“US$") and European dollar
("EUR"). The majority of assets and liabilities
are denominated in RMB, HK$, US$ and EUR,
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 denominating in a currency
other than HK$, RMB, US$, EUR or Korean Won
("WON"), 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.
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FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(a) Market risk (continued)

()

Foreign exchange risk (continued)

For the companies with HK$ as their functional
currency

As at 31 December 2017, if RMB had weakened/
strengthened by 5% against HK$ with all
other variables held constant, post-tax profit
for the year and equity of the Group would
have been approximately HK$6,798,000 (2016:
HK$6,365,000) lower/higher, respectively, mainly
as a result of the foreign exchange difference on
translation of RMB denominated cash and cash
equivalents and the current account with related
parties.

As at 31 December 2017, if EUR had weakened/
strengthened by 5% against HK$ with all
other variables held constant, post-tax profit
for the year and equity of the Group would
have been approximately HK$1,308,000 (2016:
HK$508,000) lower/higher, respectively, mainly
as a result of the foreign exchange difference on
translation of EUR denominated cash and cash
equivalents, trade receivables and the current
account with related parties.

For the companies with RMB as their functional
currency

As at 31 December 2017, if HK$ had weakened/
strengthened by 5% against RMB with all
other variables held constant, post-tax profit
for the year and equity of the Group would
have been approximately HK$2,168,000 (2016:
HK$2,141,000) lower/higher, respectively, mainly
as a result of the foreign exchange difference on
translation of HK$ denominated cash and cash
equivalents and the current account with related
parties.
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FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(a) Market risk (continued)

()

(ir)

(iir)

PAX GLOBAL TECHNOLOGY LIMITED

Foreign exchange risk (continued)

For the companies with EUR as their functional
currency

As at 31 December 2017, if US$ had weakened/
strengthened by 5% against EUR with all other
variables held constant, post-tax profit for the
year and equity of the Group would have been
approximately HK$381,000 (2016: HK$613,000)
lower/higher, respectively, mainly as a result of
the foreign exchange difference on translation of
EUR denominated cash and cash equivalents and
trade payables.

Price risk
The Group is not exposed to commodify price
risk.

Cash flow and fair value interest rate risk

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

As at 31 December 2017, 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$7,864,000 (2016: HK$8,406,000) higher/
lower respectively, due to higher/lower interest
income earned on the deposits.
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FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(a)

()

Market risk (continued)
(i) Cash flow and fair value interest rate risk (continued)

As at 31 December 2017, the Group's
borrowings are all issued at fixed rates which
expose the Group to fair value interest rate risk.
Management considers the fair value exposure of
the fixed rate borrowings is insignificant to the
Group. As at 31 December 2016, the Group did
not have any borrowing.

Credit risk

The Group is exposed to credit risk in relation to its
trade, bills and other receivables, restricted cash and
deposits with banks.

The carrying amounts of trade, bills and other
receivables, 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]

PAX GLOBAL TECHNOLOGY LIMITED

Credit risk (continued)

The Group has concentration of credit risk. Sales
of goods and services to the top five customers
constituted 53.5% (2016: 45.4%) of the Group's
revenue for the year ended 31 December 2017. They
accounted for approximately 43.6% (2016: 47.5%) of
the gross trade receivable balances as at 31 December
2017. 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 and cash equivalents
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 and cash
equivalents 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 2017,
the Group maintained cash and cash equivalents
of approximately HK$2,165,224,000 (2016:
HK$2,207,205,000), 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)

3.1 Financial risk factors (continued)

(9

Liquidity risk (continued)

As at 31 December 2017, the Group’s total available
banking facilities, amounted to approximately
HK$18,031,000, of which approximately
HK$14,367,000 has been utilised. There were no
banking facilities as at 31 December 2016.

The table below analyses the Group’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.

3

BERREE (&)
3.1 B¥EREZ (&)

© FBELEE(E)
RZE—+ttF+ A =+—
H ASBEAARITHELR
B #9/418,031,00058 7T E A
2B #14,367,000/8 T o A
—E-XRNF+A=+—H1
mIRITRLE o

TERBREGEEEHRTHEES
MEBMBN DT BAKE R
FTEERBES BB M
HAMARN  TRAMBEEN S
RENARBRARSRE AR
FROFEIK SR+ @
ARESNESRESNERE
o

Less than Between
1year 1and5 years Total
DPR-F —-ZhE @t
HK$'000 HK$'000 HK$'000
THL THER FTET
At 31 December 2017 RZE—tF&+ZA=1—H
Trade payables FE1TBR R 953,084 - 953,084
Other payables and accruals HibENERH B HIE 115,075 2,991 118,066
Borrowings BE 15,838 - 15,838
Total w@Er 1,083,997 2,991 1,086,988
At 31 December 2016 RZE-RE+ZA=1—H
Trade payables FET BRI 662,485 - 662,485
Other payables and accruals Hib B R R 3R 37,976 - 37,976
Total a5t 700,461 - 700,461
AERBERARAR ZZE—tEER 135
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3 FINANCIAL RISK MANAGEMENT (continued)

3.2

136

Capital 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 gearing ratio.
This ratio is calculated as total debt divided by total equity.
Total debt includes borrowings of the Group. Total capital is
calculated as ‘equity’ as shown in the consolidated balance
sheet plus total debt.

As at 31 December 2017, the gearing ratio was as follow:

3

RS (&)
32 BAERE

AEEBEBRRERRSES - KAE
EEIREARN BN RRE AN EE &
BUARERE T ARKRREHRE R
AR REMF SRR E & KA - I
BEFREERAEBARD BT K
o

AEBRBREREE RAEETH
BAREXNRENSHE  BERE
BT AR - B 1T H AR 1) 5 M A
IR

AEBMENEARA B REREAR-
%R B IR B RN A o R R
B -BRABEBREAKEEE-EX
BERIINEAEEABRN [
@ EEEAREAE

R-E—tFE+-A=+—H AKX
BELERNT:

As at

31 December

2017

R-IZE—tF

+=A=t-8

HK$'000

FHExT

Borrowings (note 28) BE (M3E28) 14,367
Total debt BIEEE 14,367
Total equity R L 3,897,066
Total capital ERNCE 3,911,433
Gearing ratio BERBELE 0.4%

The Group did not have any borrowing as at 31 December
2016.
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3 FINANCIAL RISK MANAGEMENT (continued) 3 WBEBERE®
3.3 Fair value estimation 33 AFEME
(i)  Fair value hierarchy () RFEER

The table below analyses the Group’s financial THRAMEAEBR _T—+F

instruments carried at fair values as at 31 December +ZA=+—HUERAFE

2017 by level of valuation techniques used to measure Ffrﬁﬁ B B Bl 8 AR 2l o 8y %

fair values. Such inputs are categorised into three levels NREEAEERIAE-EHH

within a fair value hierarchy as follows: ABEIBEAAFEERAN
“EERWAT :

*  Quoted prices (unadjusted) in active markets for . ﬁﬁﬁﬁi’ﬁ%ﬁl’] SRR

identical assets or liabilities (level 1). HWmE(REHAE) (F
— ) o

* Inputs other than quoted prices included e KBRBENRE-—RHOWE
within level 1 that are observable for the asset SN BENBERTE
or liability, either directly (that is, as prices) or REE(NER)IEE
indirectly (that is, derived from prices) (level 2). (RBEEKRE ) BAE

BB ZR) -

e Inputs for the asset or liability that are not based o WIRBEAEBERMISEL
on observable market data (that is, unobservable METHEENBENH
inputs) (level 3). AB R (BB R B &)

AER) (B=H) -
The following table presents the Group's financial TEREINEEBR =T —LF
assets and financial liability that are measured at fair TZA=+—RHAk ’“¥Tﬁ*ﬂ'i
values at 31 December 2017. LeMEEREHRAG-
Level 1 Level 2 Level3 Total
E1E E2E E3E Fok o)
HK$'000 HK$'000 HK$'000 HK$'000
FHET FET FET FET
Financial assets CREE
Available-for-sale financial assets AL ESHERE
— Unlisted investment fund —FLmEEES - - 55,378 55,378
— Unlisted equity investment —JELmRAKE - - 19,139 19,139
74,517 74,517
Financial liability SREE
Financial liability at fair value BATEFHEEHEL
through profit or loss FPAER
- Contingent consideration payable ~ —JEf Sk AHK(E - - 4,689 4,689
As at 31 December 2016, the Group did not have RZE—RF+_A=+—
significant financial instruments measured at fair H XEEHRELZQTESZ
values. ZERZRAE-
There were no significant transfers between Level 1, FIE F2ERFIEATES

Level 2 and Level 3 fair value hierarchy classifications A EUmERERE . (=

(2016: same). Z—XF: [ L)
BREHREARAT  —E—LEER 137
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FINANCIAL RISK MANAGEMENT (continued)

3.3 Fair value estimation (continued)

Fair value hierarchy (continued)

(a)

(b)

(©)

Financial instruments in Level 1

The fair value of financial instruments traded
in active markets (such as publicly traded
derivatives, and trading and available-for-sale
securities) is based on quoted market prices at
the balance sheet date. The quoted market price
used for financial assets is the current bid price.
These instruments are included in level 1.

Financial instruments in Level 2

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 which maximise
the use of observable market data 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.

Financial instruments in Level 3

If one or more of the significant inputs is not
based on observable market data, the instrument
is included in level 3. This is the case for unlisted
equity investment and unlisted investment fund.

PAX GLOBAL TECHNOLOGY LIMITED ~ ANNUAL REPORT 2017
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FINANCIAL RISK MANAGEMENT (continued)

3.3 Fair value estimation (continued)

(ii)

Valuation techniques used to determine fair values
Specific valuation techniques used to value level 3
financial instruments include techniques such as
discounted cash flow analysis and net asset value
model. There are no changes in valuation techniques
during the year.

The Group's finance department includes a team that
performs the valuations of financial assets required
for financial reporting purposes, including level 3 fair
values. As part of the valuation process, this team
reports directly to the chief financial officer (CFO) and
external valuers will be engaged, if necessary.

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.

3

RS (&)
3.3 ATEMGH(®)

(ii)

BERBRMZARAT

BEE 2 FAEATE R 1 EF i
RUAREIEER T AGED
FE[MERMEERRRSR
ENMEREEFERASER
o RAFE  ERMLEE
o
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3 FINANCIAL RISK MANAGEMENT (continued) 3 MBEBREEG@
3.3 Fair value estimation (continued) 33 AR EfhE (#)
(iij)  Fair value measurements using significant (i) FAEAXT JBEFEHAEEBE R
unobservable inputs (level 3) FEE (F3F)
The following table presents the changes in level 3 TREJINBEZE-_T—tF+=
financial instruments for the year ended 31 December A=+—BLHEE3IEEHT
2017: HWEg:
Financial
liability at fair
Available-for-sale value through
financial assets profit or loss
BOYE
FEHEHESZ(
FABEN
AfHESHERE tRAR
Unlisted Unlisted Contingent
investment equity  consideration
fund investment payable
AETREEE RETREARE EBADARE
HK$'000 HK$'000 HK$'000
THL FET THET
As at 1 January 2017 RZE—tF—-HA—H - - -
Addition NE 58,219 17,126 -
Acquisition of a subsidiary (note 33(a)) U3 — &M B2 &) (i FE33(a)) - - 6,116
Fair value loss on revaluation REM2ERERRL
recognised in other comprehensive ~ EfGAFEERE
income (5,592) (553) -
Fair value gains on revaluation PR KRR N BRL
recognised in consolidated BERTERE
income statement - - (2,216)
Exchange realignment IE 2% 2,751 2,566 789
As at 31 December 2017 RZE—+F+ZHA=1—H 55,378 19,139 4,689
Changes in fair value for RRERRARZAERTA
the year included in consolidated BERERANZFEATEE
income statement attributable to
balances at the end of the reporting
period - - (2,216)
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3 FINANCIAL RISK MANAGEMENT (continued) 3

3.3 Fair value estimation (continued)

(iii)  Fair value measurements using significant

unobservable inputs (level 3) (continued)
Quantitative information about fair value measurements
using significant unobservable inputs (Level 3):

(@) Available-for-sale financial asset — unlisted equity
investment
The key unobservable assumptions used in the
valuation of the unlisted equity investment as at

RS (&)

33 DR EME (&)
BHEAT TEERBA BB L

FHE & (£3F) ()
BREREAT THEHALE
MAFEHE (FIE) HERA

(iii)

@

AR E SR EE LT
BRAKE

RZE—+F+= A
=+ RAFELTBRAERE

31 December 2017 are: HERANEERTHR
(CEY
As at
Valuation technique Unobservable inputs 31 December 2017
R-ZEB—tF
{8 2 i FHBERABE +=ZBA=+—H
Discounted cash flow analysis Pre-tax discount rate 19.6%
FHRREMENN T AT AL IR &
Terminal growth rate 2.0%
BRI R K
Compound annual growth rate 27.4%
EeFIERX
As at 31 December 2017, the pre-tax discount RZE—ttF+ = A8
rate used to compute the fair value is 19.6%. =+t—HB -ARFER
If the discount rate shifted upward by 1%, the FTEMBABBIE XA
impact on other comprehensive income would 19.6% ° fij 5% AL 3R X |

be HK$1,972,000. The higher the pre-tax
discount rate, the lower the fair value.

BERBRMZARAT

F1%  $ E 4 2 MU &=
M 218 51,972,0008
ToMABBE RSS2
FEMIK -

T tEEH 141



Notes to the Consolidated Financial Statements

(=)
%H‘Dl\

3

142

7195 ¥ 2= Bl 51

FINANCIAL RISK MANAGEMENT (continued)

3.3 Fair value estimation (continued)

(iii)  Fair value measurements using significant

unobservable inputs (level 3) (continued)

(b)

(c)

Available-for-sale financial asset — unlisted
investment fund

The key unobservable assumption used in the
valuation of the unlisted investment fund as at

3 BEERERE)

33 AR EMF(E)
(i) EHEXT THEEHAZELN L
FEFE (F3E) (&)
b) FAHAEHEEIELT
REZE T
R —+tF+ = A8
=—t—HIILTEREES

31 December 2017 is: HERANEETTHR
R
As at
Valuation technique Unobservable input 31 December 2017
R-ZEB—tF

BBl FHBERABE +=-—A=+-—H

Net asset value (Note i) N/A N/A

BEFE (D) T iE A iE A

Note: B 3 -

()  The Group has determined that the audited (i) AEBBELERE
net asset value approximates fair value of BEHAEIEIO%E
the unlisted investment fund after applying a KEZEAEFERS
portfolio discount of 10%. RIFLTEREESH

ANFE-

Financial liability at fair value through profit or loss
— contingent consideration payable

The fair value of the contingent consideration
payable is generally derived using discounted
cash flow analysis. The key unobservable
assumption used in the analysis as at 31
December 2017 is discount rate. Management
considers that the impact of discounting is not
significant.

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

The available-for-sale financial assets represent an
investment in a 20% equity interest of an unlisted
company incorporated in Sweden and an investment in
unlisted equity fund incorporated in the PRC (note 16).

PAX GLOBAL TECHNOLOGY LIMITED
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FINANCIAL RISK MANAGEMENT (continued)

3.4 Offsetting financial assets and financial liabilities
No financial assets and financial liabilities were subject to
offsetting, enforceable master netting arrangements and
similar arrangements as at 31 December 2016 and 2017.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements 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
have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial
period are addressed below.

(@) Income taxes and deferred taxation

Significant judgement is required in determining the
provision for income tax. There are many transactions
and calculations for which the ultimate determination is
uncertain. Where the final tax outcome of these matters is
different from the amounts that were initially recorded, such
difference will impact the current tax and deferred tax assets
and liabilities 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.

BERBRMZARAT

RS (&)

34 AHTREENERMAE
RZFE-ARER-_F—LF+=H
=t—HB BESREERSRAR
AIEEHE - A ITAR B R T HERAR U
ke

EEG R HE

AR mBERA M MR R T
AERNBEgRkEtE R eFRBERAR
EEBBEATHEEAELANEMHMIE
e AEBEEHABARRNMGBT RERER-
WULRE FIFN A ELEEHN
ERGERAR - TXEIEBAAREE

BFEOERFHRNMGT RRR-

(@) FIEBRELERR
HFSMETRBR FRFELER
EFE - R P R ENREEE
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(b)

(9]

Provision for inventories

Inventories are carried at the lower of cost and net realisable
value. The cost of inventories is written down to net
realisable value when there is an objective evidence that
the cost of inventories may not be recoverable. The cost of
inventories may not be recoverable if those inventories are
aged and damaged, if they have become wholly or partially
obsolete, or if their selling prices have declined. The cost
of inventories may also not be recoverable if the estimated
costs to be incurred to make the sales have increased.

The amount written off in the consolidated income
statement is the difference between the carrying value
and net realisable value of the inventories. In determining
whether the inventories can be recoverable, significant
judgement is required. In making this judgement, the Group
evaluates, among other factors, the duration and extent by
all means to which the amount will be recovered. During
the year, certain inventories written down in prior years have
been subsequently sold at prices higher than their then net
realisable value. Provision regarding these inventories have
been reversed. Based on management’s best estimates, an
impairment provision of HK$48,742,000 was made as at 31
December 2017 (2016: HK$50,566,000) (note 20).

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 judgement 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

The Group is principally engaged in the sales of E-payment
Terminals products, the provision of payment solutions services
and maintenance and installation services. Revenue and other
income recognised during the year are as follows:

WA R E A

AEBIEREHEET LN CHER
R RATRRERAERTER
o B BT B HERA A R E A M A
mT -

Year ended 31 December

BE+-HA=+—BHLEE

2017 2016
—E—+t&F —T—RF
HK$'000 HK$'000
FHET FAT
Revenue WA
Sales of E-payment Terminals products HEETIMNRIKRER 3,429,679 2,757,632
Services: AR 7% -
Payment solutions services TR RBRTE 95,612 125,101
Maintenance and installation services HEE N TR 65,789 32,109
3,591,080 2,914,842
Other income H i A
Interest income F B U A 20,847 15,005
Value-added tax refund (Note (i) RIBER (MI5EG)) 35,182 44,840
Subsidy income (LN 12,286 10,138
Others EAfb 6,739 1,610
75,054 71,593

Note (i) The amount represents the Group's entitlement to value-added tax
refund in relation to the sales of self-developed software products
in the PRC.

The management reviews the Group’s internal reporting in order
to assess performance and allocate resources. 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 E-payment
Terminals 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), the United States
of America (the "US") and Italy. 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).

BERBRMZARAT
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SEGMENT INFORMATION

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

segment is as follows:

6 TEEHR

REBFERESBE DA EEZLER

REBAHMT :

Year ended 31 December 2017
BE_E-tF+t-A=+-BLEE

PRC,
other than
Hong Kong,
Macauand  Hong Kong
Taiwan and others us Italy  Elimination Total
HE (B
HAER
AERS)  EERHEM EY: EAF B ok
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET FET TER TERT TET
Turnover from external customers RENPEPHEESE 1,417,336 1,811,570 254,723 107,451 - 3,591,080
Inter-segment turnover HEMEEE 1,368,869 130,505 - 123 (1,499,497) -
Total turnover BREE 2,786,205 1,942,075 254,723 107,574 (1,499,497) 3,591,080
Segmental earnings before interest expense, ~ A AEMRFI ST H BB HER

taxes, depreciation and amortisation Za &R ([eBITDA])

("EBITDA") 127,879 494,079 3,659 2,110 1,774 635,501
Depreciation (note 7) e (M7) (21,023) (567) (170) (1,066) - (22,826)
Amortisation (note 7) BE (H7) (6,227) (500) - (1,454) - (8,181)
Impairment of assets (note 7) EERME (HE7) (176,471) - - - - (176,471)
Segmental operating (loss)/profit HEEE (FB) /&7 (75,842) 493,012 3,489 (410) 7.774 428,023
Finance costs BB (3,801)
Share of result of an investment accounted ~ REFAARMNBAEE

for using equity method 318
Profit before income tax PSR ATE R 424,540
Income tax expense FEHEX (87,974)
Profit for the year FREA 336,566

Year ended 31 December 2016
BEZZ-R"ETZA=1+-BLEE

PRC,

other than

Hong Kong,

Macau and Hong Kong

Taiwan and others us Italy Elimination Total

HE (S

AR )
aERIN)  BEREM £S5 BEAA HH fet:
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR THR THT THET FET T
Turnover from external customers RENDEPHEEE 1,622,321 1,042,909 176,669 72,943 - 2,914,842
Inter-segment turnover HEREER 914,695 163,560 - - (1,078,255) -
Total turnover BEEE 2,537,016 1,206,469 176,669 72,943 (1,078,255) 2,914,842
Segmental EBITDA 5 4BEBITDA 438,711 249,023 5,055 3,065 3,623 699,477
Depreciation (note 7) e (HE7) (6,180) (253) (345) (377) - (7,155)
Amortisation (note 7) B (HE7) (2,352) - - (877) - (3,229)
Segmental operating profit AEEERET 430,179 248,770 4,710 1,811 3,623 689,093
Finance costs BB B (10,794)
Profit before income tax ST A Al 678,299
Income tax expense FEHEX (74,865)
Profit for the year FREH 603,434
PAX GLOBAL TECHNOLOGY LIMITED ~ ANNUAL REPORT 2017
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6 SEGMENT INFORMATION (continued) 6 ZSEEHGM®
The segment assets and liabilities as at 31 December 2017 and RZE—tEF+ZA=T—"HANEEE
additions to non-current assets for the year ended 31 December LBEUNRBE_T—+tHF+T_A=1+—
2017 are as follows: HIEFEFRDEENRENT :

As at 31 December 2017
RZB—+tHE+ZA=+-H

PRC,
other than
Hong Kong,
Macauand  Hong Kong
Taiwan and others us Italy  Elimination Total
hE (&S
AR
AERN) BERHM EY EXA H e k]
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TERT TET FTET TR TR TERT
Segment assets NHEE 3,728,617 1,877,835 193,693 99,475 (667,404) 5,232,216
Segment liabilities NEBE 1,484,612 319,254 230,166 50,835 (749,717) 1,335,150
Year ended 31 December 2017
HE-B-tF+-A=+-BLFE
PRC,
other than
Hong Kong,
Macauand ~ Hong Kong
Taiwan and others us Italy  Elimination Total
hE(EE-
RAR
AERN) EBERHM £y EXH e B
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TER TER TR TR
Additions to non-current assets FRBEENRE 112,194 66,981 608 33,888 - 213,671
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SEGMENT INFORMATION (continued) 6 ZSEES®
The segment assets and liabilities at 31 December 2016 and R-E-—RFE+_A=Z+—HBHHNDEEE
additions to non-current assets for the year ended 31 December &E{E NWEHE-_ZE—X"F+-_A=1+—
2016 were as follows: BIEFEFRBDEENRENT
As at 31 December 2016
RZZ-"E+=-A=+-H
PRC,
other than
Hong Kong,
Macau and Hong Kong
Taiwan and others us Italy Elimination Total
FE (A
B
aERN)  BERAEM E3e! BAA g ek
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAR FAET FAT FAT TAR TAR
Segment assets AEEE 3,360,671 1,483,999 127,537 70,631 (609,775) 4,433,063
Segment liabilities NEEE 1,224,057 113,234 167,499 20,695 (593,705) 931,780
Year ended 31 December 2016
BE-Z-—"E+-_F=t—-BHLEE
PRC,
other than
Hong Kong,
Macau and Hong Kong
Taiwan and others us Italy Elimination Total
HE (BB
B R
RSN  BERER £ BAF i ot
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FHET FHET FET T
Additions to non-current assets FRPEENTE 179,980 122 170 887 - 181,159
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SEGMENT INFORMATION (continued)

Segmental EBITDA represents segmental operating profit/
(loss) before finance costs, income tax expense, depreciation
of property, plant and equipment, amortisation of land use
rights and intangible assets and impairment of assets. Segment
assets consist primarily of property, plant and equipment, land
use rights, intangible assets, available-for-sale financial assets,
investment accounted for using the equity method, other non-
current assets, inventories, trade and bills receivables, deposits and
other receivables, restricted cash and cash and cash equivalents.
Segment liabilities consist primarily of trade payables, other
payables and accruals, current tax liabilities and borrowings.

Additions to non-current assets mainly comprise additions to
property, plant and equipment, land use rights and intangible
assets including additions resulting from acquisitions through
business combinations.

In 2017, revenue of approximately HK$1,163,702,000 (2016:
HK$529,405,000) is derived from the largest customer,
representing 32.4% (2016: 18.2%) of the total revenue, which
is attributable to the HK operating segment; HK$259,617,000
(2016: HK$263,550,000) is derived from the second largest
customer, representing 7.2% (2016: 9.0%) of the total revenue,
which is attributable to the 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, the US and
[taly.

BERBRMZARAT
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WE M T AE B EE A
HESRHEE R FARENRE E
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Bome hEMERGKE  ZRHIIE S U
rEekReEEBE- PHEAEFTERRE
FERTBRFN - B E BR R EST SNVE A K
EREAEEREER-

FRBEERETZERBEYE BERK
R LHEREMEBLEE (BRRER
EXBEHKRBRAENARE) -

RZE—+F BEH1,163,702,0007%
7t ( Z& — /X4 : 529,405,000/ 7T ) By Uk
ATRBRATFE ZESWALBKAR
324% (ZZE—ARF:182% ) WHEBERE
BEBDE - AE49259,617,000/8 7T (=
T — N4 1 263,550,000/ 7T ) YU A TY 3Kk
BE-REFP ZZEWRALBBANT 2%
(ZE—RF:9.0% ) UHEBRPRER
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6 SEGMENT INFORMATION (continued) 6 ZSEEHGM®
The Group's non-current assets by geographical location, which RRAEMEME DN AREERBEE
is determined by the geographical location in which the asset is Rl B N

located, is as follows:

As at 31 December
R+=—A=+—H
2017 2016
—E—tF —ZTRF
HK$'000 HK$'000
FERT FHET

Non-current assets kREBEE

PRC, other than Hong Kong, Macau and Taiwan B (B B R & ERKRIN) 244,700 196,845
Hong Kong and others BERHEAM 96,718 626
us EH 562 125
Italy BARH 51,063 15,048

393,043 212,644
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EXPENSES BY NATURE

Expenses included in cost of sales, selling expenses, administrative
expenses and impairment of assets are analysed as follows:

7 BREEIATHREX

AAAHERA HERX TBRRAXKE
EREOFZDTNT

Year ended 31 December

BE+-HA=+—BHLEE

2017 2016
—EBE—tE —T—RHFE
HK$'000 HK$'000
FHET FET
Remuneration to the Company’s auditor ZAN/NGIEE 4T
— Group's annual audit services —AREEFEZHIRS 1,770 1,620
— audit services for Kwang Woo —Kwang Woo Information &
Information & Communication Co., Ltd Communication Co., Ltd
("Kwang Woo") (Kwang Woo | ) #% 8tk % 290 -
- non-audit services —EEUR TS 1,209 480
Remuneration to other auditors E 1% R BN & 435 208
Depreciation of property, plant and equipment W BEREZEITE (Wit14)

(note 14) 22,826 7,155
Amortisation of land use rights (note 17) T b AR S (FI3E17) 3,173 5
Amortisation of intangible assets (note 15) mEEES (ME15) 5,008 3,224
Employee benefit expenses EERMAZ (REESEHE)

(including Directors’ emoluments) (note 10) (Fts£10) 482,845 308,140
Costs of inventories sold (note 20) EHRFERA (FfEE20) 2,098,181 1,620,895
Operating lease rentals in respect of buildings BFHKEEERS 32,429 25,066
Research and development costs it 3 g A 287,230 183,614
Sales commission HEMRE 25,509 13,661
Provision for impairment of receivables, R R IE R E R R — F 5

net (note 21(c)) (MEE21(0)) 2,941 586
Loss on disposals of property, plant and equipment HEW - B E R REHEIE 30 117
Reversal of provision for obsolete PREF SR ERD (MF20)

inventories (note 20) (1,824) (17,983)
Impairment of assets (Note a) ZERE (Mita) 176,471 -
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7 EXPENSES BY NATURE (continued) 7 BEMEIINFEX @
Note a B sta
Impairment of assets (note 15), consists of: BEMME (MF15) 03
Year ended 31 December
BEt+-A=+—BLEE
2017 2016
—E—tF —T—KRE
HK$'000 HK$'000
FER FAET
Shanghai New Kashuo Information FEFRHIEREMAER AR
Technology Company Limited (“Shanghai Kashuo") ([EBRE]) REWMB QR
and its subsidiaries (collectively the “Kashuo Group”) (I RFEEE])
— Impairment of property, plant and equipment —WE WERBENRE
(note 14) (Ht3E14) 37,723 -
— Impairment of goodwill and other intangible assets* ~ —F%2 & H fth 2 & E R (B *
(note 15) (KFzE15) 53,837 -
— Impairment of trade receivables (note 21) — PR FORME (F3E21) 40,279 -
— Impairment of other assets —HihEERE 27,119 -
Suzhou leasy Information Technology Co. Ltd BEMNMITHEERBRERAR
("Suzhou leasy") (T#RMET5])
— Impairment of goodwill and — BB R HE A B E ERE
other intangible assets* (note 15) (M$5E15) 17,513 -
176,471 -
* The amounts include the reversals of deferred tax liabilities * ZeEPERRERRRERHER

recognised on the date of acquisition, in connection with the
intangible assets of Kashuo Group and Suzhou leasy with the
amount of HK$3,473,000 and HK$391,000 respectively.

8 NET FOREIGN EXCHANGE GAIN/LOSS

The net foreign exchange gain recognised in administrative
expenses for the year ended 31 December 2017 amounted to
HK$5,141,000 (2016: net loss of HK$7,270,000).

9 FINANCE COSTS

R gk AT 5 /8 12 & BE AR B AR AT B
HEEWEE - 55 53,473,000 7T &
391,000/ 7T

HEFWEBE

BHE-_Z—+HE+-_A=+—BLHF
BT B X R R R R OB F IR S
£5,141,0008 T (ZE —XNF FEIE
7,270,000 7T) ©

MBZEHM

Year ended 31 December

BE+-ZA=1+—HILLEE
2017 2016
—E—tF —ZZT—RF
HK$'000 HK$'000
FERT FAET

Factoring costs RIEBZBEHR

3,801 10,794
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EMPLOYEE BENEFIT EXPENSES (INCLUDING
DIRECTORS’ EMOLUMENTS)

10 BEEEFRAX (BRESHE)

Year ended 31 December
BE+-ZA=1+—HILLEE

2017 2016

—E—+tF ZZT—RF

HK$'000 HK$'000

FHExT FHET

Wages and salaries IEEH® 430,844 267,322

Share options granted to employees KT EEMERE - 3,513

Social security and pension costs e RERIRKRE MR 51,792 37,305
Employee benefit obligation — defined BERAELE - R ERATE

benefit plans 209 -

482,845 308,140

Five highest paid individuals

The five individuals whose emoluments were the highest in the
Group for the year ended 31 December 2017 included three
Directors (2016: three) whose emoluments are reflected in the
analysis shown in note 36. The emoluments payable to the
remaining two (2016: two) individuals during the year are as
follows:

FEEEHFAL
AEEHE-_ZT—tF+-_A=+—8Lt
FEAERaFTALTERE =285 (%
—RNF =R EMEERWE360 TN
ke REEFEMNGT —H (T —XF:
MBH) ARSI

Year ended 31 December

BE+-A=+—HLEE

2017 2016
—EBE—tFE —T—RE
HK$'000 HK$'000
FERT FHET
Salaries, allowances, share options and e 2 BEREREWEF
benefits in kind 4,256 4,925
Pension cost RIRE AR 28 26
4,284 4,951
The emoluments fell within the following band: Bl N F T oA R -
Number of individuals
A
2017 2016
—E—tF —ZT—RF
Emolument band B < 48 7
HK$2,000,001 — HK$2,500,000 2,000,001,% 7T — 2,500,000/ 7T 2 2
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INCOME TAX EXPENSE

11 FEHEX

Year ended 31 December

BE+t-A=t—-BHLHEE

2017 2016
—EBE—tHF —T—RE
HK$'000 HK$'000
FBT FET

Current income tax BVERFT 15 71
— China corporate income tax —FR B EMEHR 6,913 41,454
- Hong Kong profits tax —BBENEB 82,228 46,826
— Overseas profits tax —BINFIET 13 644
Over provision in prior year, net BAEFEHBERE F5 (1,147) (871)
Total current income tax BVHRFR 1S 7L 2 48 58 88,007 88,053

Deferred income tax EEFTSE (33) (13,188)
Income tax expense FriS#i 5 2 87,974 74,865

Hong Kong profits tax has been provided for at the rate of 16.5%
(2016: 16.5%) on the estimated assessable profit for the year
ended 31 December 2017.

Taxes on overseas profits have been calculated at the rates of tax
prevailing in the jurisdictions in which the Group operates, based
on existing legislation, interpretations and practices in respect
thereof.

Pursuant to the Corporate Income Tax Law of the PRC effective

from

1 January 2008 (the “CIT Law"), companies in the PRC are

subject to income tax of 25% unless preferential rate is applicable.

154

Pax Computer Technology (Shenzhen) Co., Ltd. ("Pax
Computer Shenzhen”), a wholly owned subsidiary of the
Company, is located in the Shenzhen Special Economic Zone.
Pursuant to Caishui [2016] Circular 49 jointly released by the
Ministry of Finance, the State Administration of Taxation,
the National Development and Reform Commission and
the Ministry of Industry and Information Technology of
the PRC, management performed self-assessment on the
eligibility for the tax incentives. Management estimated
that Pax Computer Shenzhen was qualified as a National
Key Software Enterprise and entitled to the preferential
corporate income tax rate of 10% (2016: 10%) for the
year ended 31 December 2017. The application of the
preferential tax rate is a critical accounting estimate as set
out in note 4(a) to these financial statements.
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INCOME TAX EXPENSE (continued)

. Wonder Pax Technology (Shenzhen) Co. Ltd. (“Wonder
Pax”), a wholly owned subsidiary of the Company, obtained
the approval from the relevant applicable tax authorities
in April 2015 for a preferential tax treatment and is fully
exempted from corporate income tax for two years,
beginning in 2014, followed by a 50% tax exemption for
the ensuing three years. As such, the applicable corporate
income tax rate of Wonder Pax is 12.5% (2016: 12.5%) for
the year ended 31 December 2017.

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:

1

FBHMAX (@)

AR 2BEMBAREETERE
(FYDBERARA ([BEBE]) R
T— R A AR E B SRR HE
EZHEEERFE TR T —NF
AIREEARHCEMGSHEMTE &
B-FERIERR50% - EHitL B
BERBE-_ZT—tF+_A=+—
HEFEMBERCEMGSHRMES
125% (ZZE—R&F:125%) °

7R 5 [ Bk P15 15 A1 M O A5 TR B R AR SE A
REERDERE R B A G E 88 )5 A # hi g F
OREFENERSBAOEZREMNT

Year ended 31 December

BE+t=-A=+—HLEE
2017 2016
—B—tF —T-AF
HK$'000 HK$'000
FHET FAT

Profit before income tax B BT 1S B AT &

424,540 678,299

Tax calculated at domestic tax rates applicable to 1% A & 1 B0 5% 2= A )i ) 79 3

profits in the respective countries B R ENHIE 46,540 89,279
Income not subject to taxation BAMB O BA (5,233) (6,492)
Tax incentives for research and development NGERE R i AvAE o by NS bR i

expenses available for a subsidiary incorporated & R IR IEE R (HEEG))

in the PRC (Note (i) (8,364) (5,587)
Expenses not deductible for taxation purposes BB TS A HUR A 34,859 1,148
Tax losses for which no deferred income tax was ~ R#ERIELEFTSFH B E R

recognised 21,891 8
Utilisation of previously unrecognised tax losses BB RER ZFHIBE B (572) (2,620)
Over provision in prior year, net T FEBERE FE (1,147) (871)

87,974 74,865

Note (i): The Group obtained an 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 approved
by the PRC tax authority.

The weighted average applicable tax rate was 11.0% (2016:
13.2%) for the year ended 31 December 2017. The change
is carried by a change in the profit ability mix of the Group's
subsidiaries in the respective countries.

BIRE() - AEE—REAARBENME AR HE

MEBRAESTERBEEBERMGD
—ERARE-REBERBEER
A AEE A RS EINEEBIRS R
EENERAEEAN0% HHE
MR

HE-T—+F+-A=+—AILEE:
AT EABEAI.0% (ZF— A
F:13.2%) - BB BN AEERE B
2 R R FIAE 1B A R BT -
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12 EARNINGS PER SHARE

156

(a)

(b)

Basic

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

12 BREF

(a)

=98
BREXRBNDEANRBFE AR
HAFRGHNRFADEITERK
MEFHHH -

Year ended 31 December

BE+t-A=+—HLEE
2017 2016
—F—t&F T AF

Profit attributable to the owners of
the Company (HK$'000)

Weighted average number of ordinary shares & %
in issue (thousand shares)

Basic earnings per share (HK$ per share)

RRARFEAEGRR (FET)
=TT

BREABN (SBET)

1TE BN 2 (TR

407,507 600,908
1,109,277 1,114,457
0.367 0.539

Diluted

Diluted earnings per share is calculated by adjusting the
weighted average number of ordinary shares outstanding
to assume conversion of all potentially dilutive ordinary
shares. The Company has one category of potentially dilutive
ordinary shares: share options. 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.

(b)

g
SERETRMNAESTABRERE
BB BB EEE RN E B UA
HAEERITEBROINEFHHE K
ARARE-HFABCEHEIRENE
AR RE - BB AN 5 - iE R
TEEREMMIAEENEREER
FECUEEARAFE(ERAR
AR AR FIH(E) BEH RN
A -REATAFENRDEE &
BRBREETERESETOR
BB ELLE -

Year ended 31 December

BE+t-A=+—HLEE
2017 2016
—E-tF ST RF

Profit attributable to the owners of

ARBFHEAREZF (TET)

the Company (HK$'000) 407,507 600,908
Weighted average number of ordinary shares T %77 % @ % N4 9 & (TR

in issue (thousand shares) 1,109,277 1,114,457
Adjustments for share options MEREELOFE (FR)

(thousand shares) 2,236 8,557
Weighted average number of BREERNE S ERINE TS

ordinary shares for diluted (FA%)

earnings per share (thousand shares) 1,111,513 1,123,014
Diluted earnings per share attributable to ~~ ANRQ G A AEEEREERT

owners of the Company (HK$ per share) (B T) 0.367 0.535

PAX GLOBAL TECHNOLOGY LIMITED ~ ANNUAL REPORT 2017



Notes to the Consolidated Financial Statements

&
o

13

14

& B 5 ¥ R Bff 5

DIVIDENDS

In 2017, interim dividend of HK$0.04 per ordinary share
(2016: HK$0.04 per ordinary share) was paid, amounting to
approximately HK$44,528,000 (2016: HK$44,715,000). A final
dividend of HK$0.04 per ordinary share for the year ended 31
December 2017 (2016: HK$0.04 per ordinary share), amounting
to HK$44,008,000 (2016: HK$44,315,000), is to be proposed
at the annual general meeting on 20 April 2018. These financial
statements do not reflect this dividend payable.

[ g=\

RZZE—+tF ARQRRAELZNHPEHRE
BREBRMEBT(ZE—AF K
LB A%0.048 70) - B EL444,528,0008
7L (ZF — X% 144,715,000 7T) - 57
—E-NFUNA-ZF+HZRERFRE
2FEBEHEzE_ZT—ttHF+_A=+—
BEFE2RHARBEEREBE0.04
BILT(ZE—RNF :BREEIR0.04E
JT) © AE44,008,0008 7T (ZFE—NEF:
44,315,000/ 7T ) o 2 B 76 3 3= 30 S [ B
ZIEIRE -

13

Year ended 31 December

BE+-ZA=+—HLEE

2017 2016
—E-tE —TRF
HK$'000 HK$'000
FERT FET
Interim dividend paid of HK$0.04 B X3 RE®AR0.047% 7T+
(2016: HK$0.04) per ordinary share g8 (ZZF—RF:0.04%57L) 44,528 44,715
Proposed final dividend of HK$0.04 I AR0.048 T Y B Rk R BAAR B
(2016: HK$0.04) per ordinary share (ZZF—RF:0.0487T) 44,008 44,315
88,536 89,030
PROPERTY, PLANT AND EQUIPMENT 14 Y% BERRE
Office
Land and  Construction Leasehold  furniture and Plant and Motor
buildings in process improvements  equipment equipment vehicles Total
) HE BAZE
g HEIR WEEE BARRE BERRE RE @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TERT TERT TET TET TR TR TERT
Year ended 31 December 2017 HE-Z-tF
TZA=t-HLEE
Opening net book amount BOREFEE - - 1,442 8,595 55,796 2,086 67,919
Acquisitions of subsidiaries (note 33)  WEEM B2 A (MiF33) 16,352 - 228 2,116 3,216 817 22,729
Additions NE - 2,577 2,105 7,071 3,493 2,274 17,520
Disposals T - - - (30) - - (30)
Impairment (note 15) A E (FIEE15) - - (1,204) (2,110) (33,643) (766) (37,723)
Depreciation (note 7) & (M7) 37 - (587) (3,635) (17,808) (759) (22,826)
Exchange realignment R =S (1) 9% 203 846 2,662 165 3,969
Closing net book amount BREEFEE 16,314 2,671 2,187 12,853 13,716 3,817 51,558
At 31 December 2017 RZZE—tF
+=A=+-8
Cost A 23,590 2,671 3,952 28,168 20,429 9,866 88,676
Accumulated depreciation and ZEHMERRE
impairment (7,276) - (1,765) (15,315) (6,713) (6,049) (37,118)
Net book amount EmFE 16,314 2,671 2,187 12,853 13,716 3,817 51,558
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14 PROPERTY, PLANT AND EQUIPMENT (continued)

158

14 YME -BERRE®

Office
Land and Leasehold  furniture and Plant and Motor
buildings  improvements equipment equipment vehicles Total
i3 HE HAE
BF WERE  KRERERE BERRXE AE @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT THT TR FHT FET T
Year ended 31 December 2016 BE-Z-xF
TZA=+-HLEE
Opening net book amount BHREFE - 1,386 4,909 2,970 2,215 11,480
Acquisitions of subsidiaries eS| - - 1,115 - - 1,115
Additions NE - 805 6,160 57,997 743 65,705
Disposals e - - (117) - - (117)
Depreciation (note 7) wE (M7) - (669) (3219 (2,487) (780) (7,155)
Exchange realignment JE 5 =% - (80) (253) (2,684) (92) (3,109)
Closing net book amount BREDEE - 1,442 8,595 55,796 2,086 67,919
At 31 December 2016 R-B-R"F+-A=+-H
Cost %S 6,708 3,300 22,539 61,378 7,107 101,032
Accumulated depreciation ZEHIE (6,708) (1,858) (13,944) (5,582) (5,021) (33,113)
Net book amount REEE - 1,442 8,595 55,796 2,086 67,919

Depreciation expense of HK$15,517,000 (2016: HK$1,633,000)
has been charged to cost of goods sold and HK$7,309,000 (2016:
HK$5,522,000) has been charged to administrative expenses.

There is no transfer of plant and equipment from inventories for
the year ended 31 December 2017 (2016: HK$51,091,000).

As at 31 December 2017, borrowings of HK$10,716,000 (2016:
Nil) were secured by land and buildings in Korea with a net book
value of HK$16,314,000 (note 28). There was no borrowing as at
31 December 2016.

PAX GLOBAL TECHNOLOGY LIMITED ~ ANNUAL REPORT 2017

rEBFI 215,517,000 T (= F — X
% :1,633,00080) BT A E KA K
7,309,000 7T ( =& — /X% : 5,522,000
BIL)BFFAITERAS °

HE_Z—+H+_A=1+—BLLFEK
ErXETEEREFE (S —~F:
51,091,000/ 7T) °

R—ZEFE—+ttHF+=_A=+—8"
10,716,000 L M 15 B LA SR E ¥ (&
16,314,0005% 7T &) 58 Bl + i [ 42 = (E 1K 17
(Mf3E28) R —_ZE—ARE+-_A=+—AH
WEEE-



Notes to the Consolidated Financial Statements

&
o

15

& B 5 ¥ R Bff 5

INTANGIBLE ASSETS

15 EREE

Contractual
customer
Brand relationships
Goodwill names and others Total
AHNEE
EE BE BERHEAM &t
HK$'000 HK$'000 HK$'000 HK$'000
TAER FER FTAER FTAER
Year ended 31 December 2017 BE-Z—tfF
+tZRA=t—-HLEFE
Opening net book amount HERHE FE 64,583 - 24,809 89,392
Acquisitions of subsidiaries (note 33) W BE BT/ A A (P 3E33) 40,424 12,467 20,910 73,801
Impairment A (59,077) - (16,137) (75,214)
Amortisation (note 7) By (MI5E7) - (301) (4,707) (5,008)
Exchange realignment fE X E5 5,078 137 2,073 7,288
Closing net book amount HRERHE FE 51,008 12,303 26,948 90,259
At 31 December 2017 R=ZB—tH+=A=+—-8H
Cost 7R 112,239 12,621 52,446 177,306
Accumulated amortisation and impairment Z 5+ 8 & 8l (B (61,231) (318) (25,498) (87,047)
Net book amount REFE 51,008 12,303 26,948 90,259
Contractual
customer
Brand relationships
Goodwill names  and others Total
BHRP
[(5ES EE BERREMD &5
HK$'000 HK$'000 HK$'000 HK$'000
FHEL FET FAT FHEL
Year ended 31 December 2016 BE-Z—-RE
+tZRA=+—-HLEFE
Opening net book amount BB E FE 8,144 - 7,481 15,625
Acquisitions of subsidiaries (note 33) W B AR (F5E33) 60,833 - 22,202 83,035
Amortisation (note 7) BiE (MEE7) - - (3,224) (3,224)
Exchange realignment [ 5 =% (4,394) - (1,650) (6,044)
Closing net book amount HRERHE FE 64,583 - 24,809 89,392
At 31 December 2016 R-E-X"E+=A=+—H
Cost 7R 64,583 - 28,293 92,876
Accumulated amortisation ESg 1] - - (3,484) (3,484)
Net book amount REFE 64,583 - 24,809 89,392
ABREREMEERAT Z—ZZE—tEFRH 159
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INTANGIBLE ASSETS (continued)

Amortisation of HK$5,008,000 (2016: HK$3,224,000) has been
charged to administrative expenses.

The relevant goodwill is allocated to the respective groups of
CGUs, which represent the lowest level within the Group at which
the relevant goodwill is monitored for internal management
purposes, and not larger than an operating segment.

As at 31 December 2017, the Group’s goodwill of
HK$20,039,000 and HK$30,969,000 is attributable to
the acquisition of Kwang Woo and the operation in Italy
respectively. As at 31 December 2016, the Group's goodwill
of HK$41,049,000, HK$15,696,000 and HK$7,838,000 was
attributable to the acquisition of Kashuo Group, Suzhou leasy and
the operation in Italy respectively.

The recoverable amounts of CGUs are determined based on a
value in use calculation. The calculation uses pre-tax cash flow
projection based on financial budgets approved by management
covering a five-year period. Thereafter, the cash flows are
extrapolated using the terminal growth rates not exceeding the
long-term average growth rate of the countries in which the CGU
operates.
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7 7T 127,838,000 7T J5 2 Bl 3k B Uk BE R
HEE -HMNANITIARBEAFNERS-

BB L B 0 AR L A PR (B 0
HEEE R ERRER BT
M BB E R AR DR E B
ST Uik ERTR S B AR M %
HEETRBBR S EL RAEEFER
R R FIHERE -



Notes to the Consolidated Financial Statements

&
o

15

& B 5 ¥ R Bff 5

INTANGIBLE ASSETS (continued)

Impairment test for goodwill arising from the
acquisition of Kwang Woo and the operation in Italy
The key assumptions are as follows:

et

BILEE (&)

HikEKwang Wook B AR £ FTE
4+ WREEETRERR
FERRHINWT:

Pre-tax discount rate FAIBRIR &
Compound annual growth rate EAFEREK
Terminal growth rate ot R R

Kwang Woo The operation in Italy
EONIEES
2017 2016 2017 2016
“T-RF ZEB-tF CZTRF
93% NATER 20.3% 15.1%
7.6%  NA TER 23.2% 13.9%
20% NATER 2.0% 3.0%

The recoverable amount calculated based on value in use
exceeded carrying value as at 31 December 2017. An increase
in pre-tax discount rate to 1.4% and 0.3% would remove the
remaining headroom for Kwang Woo and the operation in lItaly,
respectively.

Impairment test for goodwill arising from the
acquisition of Kashuo Group

As disclosed in our announcement dated 16 November 2017,
owing to the intensifying competition in the China payment
market, various types of new operating models have created
immense pressure on the operation of payment-related value-
added services, particularly the online-to-offline closed loop
business which Kashuo Group primarily operates. The business
model and profitability of Kashuo Group have been accordingly
affected by unexpected market competition and increasing
uncertainties. Competitors have launched similar solutions with
enhanced functionalities at lower cost to the market. Despite
management’s effort in launching a number of business initiatives,
including offering discounted price and undertaking more
promotion activities, Kashuo Group continued to suffer loss.
The performance of Kashuo Group significantly dropped in the
second half of 2017. In view of the above, the Group decided not
to further the business of Kashuo Group. As a result, the Group
recognised an impairment of goodwill and other intangible assets
(including the reversal of deferred tax liabilities recognised on the
date of acquisition in connection with the intangible assets) of
HK$53,837,000, provision for impairment of trade receivables of
HK$40,279,000, impairment of property, plant and equipment of
HK$37,723,000 and write-off of other assets of HK$27,119,000
during the year ended 31 December 2017 (note 7).

BERERMZARAT

RZZE—tF+ZA=+—H RE®E
AEEAENAKEREEAKREE:
FRATEL IR RIBE1.4% 0.3% 455 B K 88
Kwang Woo K 2 A H ) B FIeh =58 -

HWEFREBTEE NS BETRER
BUOARAFTERAE-T—+E+— A+
HORQMATHE ARXATMERFEB
B MR ZEBEARNTEEER AT
NABEERE B—RYRHEEEE
2R E AR T (020)BARE KB RE AN
ZEBEBN B FHREBZEBEAR
BRENZBNHEATER ZT SRR RT
AEEEMATEZE - REFEFTEHUE
(B 7K [8) T 35 1 HS 00 At 58 &= A0 AE LR
AR -JARABEEBHWIETLIHERE
BE(RRERERETNERETESHER
) BRHEEBEEE - —T—+tFT
FERFEENRBERET B - ERMNUE
Pt NEBRENBE—FETRRE
BEK At AEEREE_Z—+tF
+TZA= T HLEFERRABEREME
FEERE (BREREEERELEEN
IR ER B & EF) A53,837,0008 7T
JiE Uk BR ZROR (B B % £ 40,279,0008 7T
Y% B L& R E &37,723,00008 7T
N E & EMIE A27,119,000%8 7T (F &
7) ¢
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INTANGIBLE ASSETS (continued)

Impairment test for goodwill arising from the
acquisition of Kashuo Group (continued)

A qualified PRC law firm has been appointed to follow up with
the voluntary winding-up of Shanghai Kashuo in accordance with
the laws of the PRC. Should Shanghai Kashuo liquidate, the Group
is expected to recognise a potential gain of up to approximately
HK$60 million in reversal of its existing liabilities.

Impairment test for goodwill arising from the
acquisition of Suzhou leasy

Suzhou leasy is principally engaged in the development and sales
of enterprise resource planning management software in the
PRC. During the year, the prospect of small-scale service providers
such as Suzhou leasy has been significantly challenged by the
intensifying competition induced by the major market players. Due
to the continuous loss suffered by Suzhou leasy and the worsening
market condition, the Group decided to scale down its expansion
plan.

For the purpose of the goodwill impairment assessment,
the Group revised its cash flow forecasts of this CGU. The
management has assessed the recoverable amount of Suzhou
leasy as at 31 December 2017 based on the fair-value less costs
to sell calculation. The recoverable is considered insignificant
which is lower than the carrying amount of this CGU, this shortfall
leads to full impairment of goodwill and other intangible assets
(including the reversal of deferred tax liabilities recognised on the
date of acquisition in connection with the intangible assets) of
HK$17,513,000 during the year ended 31 December 2017 (note
7).
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=
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XERRBEEEF-FA NRENHR
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16 AVAILABLE-FOR-SALE FINANCIAL ASSETS 16 AHHESHEE
The Group’s available-for-sale financial assets include unlisted AEBMAREESHEERIEIF LT
equity investment and unlisted investment fund with the following RERERIFLETRERES  BHEFBER
details: N

Year ended 31 December

BE+-A=+—BHLEFE
2017 2016
—E—tF —ZT-RF
HK$'000 HK$'000
FERT FHET

At 1 January R—A—H - -
Addition NE 75,345 -
Fair value losses on revaluation recognised in other 7 fth 2 [ Y2 &5 A R A
comprehensive income EHAFEER (6,145) -
Exchange realignment b H A 5,317 -
At 31 December R+t=—RA=+—H 74,517 -
Unlisted equity investment outside Hong Kong BBRINE LT RERE 19,139 -
Unlisted investment fund outside Hong Kong BERINELTIRERES 55,378 -
74,517 -
Available-for-sale financial assets are dominated in the following At ESMEE AT EBEE:
currencies:
Year ended 31 December
BE+-A=+—-HLEE
2017 2016
—E—+tHFE —T—RHE
HK$'000 HK$'000
FHET FHET
EUR BT 19,139 -
RMB AR 55,378 -

74,517 -

AEERBEARAE —B-tEEH 163
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LAND USE RIGHTS

The Group's interests in land use rights represent upfront
payments for land and their net carrying values are analysed as
follows:

17 AR

AEEN LI AR L AT E A
o HBREFEITAT

Year ended 31 December

BZE+-A=+—HLEFE
2017 2016
—E—tF —ZT-RF
HK$'000 HK$'000
FERT FHET

Opening net carrying value BRY)BREDF(E 186 203
Addition NE 83,333 -
Amortisation (note 7) B8y (MsE7) (3,173) (5)
Exchange realignment IE % 4,127 (12)
Closing net carrying value BiCR R EDF(E 84,473 186

The Group’s land use rights are located in the PRC and is held on
leases of between 10 to 50 years. Amortisation of the Group’s
land use rights has been charged to administrative expenses.

During the year ended 31 December 2017, the Group acquired
the land use right of a land at Pinghu, Longgang District,
Shenzhen, Guangdong Province with a total planning construction
area of more than 25,000 square meters, for a term of 20
years for a consideration of RMB73,000,000 (equivalent to
approximately HK$83,333,000), pursuant to an agreement
entered into with the Urban Planning, Land and Resources
Commission of Shenzhen Municipality (Longgang Authority).
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18 SUBSIDIARIES 18

The following is a list of principal subsidiaries as at 31 December

2017 and 2016

Place of incorporation and

Principal activities and

BrT2NEARREMT:

Particulars of issued and

Name type of legal entity place of operation paid up/registered capital Interest held
B 3L 3tk B R BRITRARRE/
A% EERBER TEERREXLH EMERFEREES PR
2017 2016
“E-tF ZE5F
Pax Technology Limited Hong Kong, limited liability Sales of E-payment Terminals products HK$113,125,000 100% 100%
BERRERLA company and provision of related services 113,125,000/ 7
R BRAA in Hong Kong
EEBHETFNERERR
REER R
Pax Computer Technology The PRC, limited liability Development and sales of HK$380,000,000 100% 100%
(Shenzhen) Co., Ltd. (*) company E-payment Terminals products and 380,000,000/ 7T
BB E# T ORI TR BRAE provision of related services in the PRC
BEBRAT HHERERBEESTINEREMR
REER R
Wonder Pax Technology The PRC, limited liability Development of software and hardware of ~ HK$20,000,000 100% 100%
(Shenzhen) Co., Ltd. (*) company E-payment Terminals products and 20,000,000 7T
BERERZ (R TR BRAE provision of related services in PRC
ARAF B S 7 TR E M R
B RBEEERYE
Pax Technology, Inc. The US, limited liability Sales of E-payment Terminals products US$1,000 100% 100%
company in the US 1,000% 7T
XB - BRAR EXEHETFXNRRER
Pax ltalia S.r.l. Italy, limited liability company Development and customising software EUR100,000 70% 70%
BEAF BERAR systems and sales of E-payment 100,0008 7T
Terminals products in Italy
EEAMAEREAMCEERGER
HEBTIRNLRER
Shanghai New Kashuo The PRC, limited liability Provision of payment solution services RMB30,000,000 51% 51%
Information Technology company in the PRC 30,000,000 A &%
Company Limited (*) REHRRR ERBERMEL NIRRT RRS
LEMRHESBRAA
Suzhou leasy Information The PRC, limited liability Development and sales of enterprise RMB7,500,000 60% 60%
Technology Co., Ltd (*) company resource planning management 7,500,000 A R
BMATaER FE - BRAA software in the PRC
REARAT] EHREREREECFEREENH
CSC Italia S.r.l. Italy, limited liability company Provision of software systems and EUR100,000 60% -
BEAF BERAR E-payment Terminals maintenance and ~ 100,000&i 7T
installation services in ltaly
EEAMBRESHRGR
EFXHmmSE R R ERE
Kwang Woo Information & Korea, limited liability company Development, manufacturing and sales of ~ WON1,100,000,000 51% -

Communication Co., Ltd.

BE ARAF

E-payment Terminals products

1,100,000,000%% &

in Korea
ERERE AERBET TR
IR E m
* The English names of Pax Computer Shenzhen, Wonder Pax, * BRBEETERRI BEBFE EER

Shanghai Kashuo and Suzhou leasy represent the best effort by the
management of the Group in translating their Chinese names as
they do not have official English names.

AN ER N AT 5 3 4 IE =AY 3 X

# T

HMERXERERASEEEERIN

P AR EBK -

AERIMRBRAR ZB—tFEFR
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SUBSIDIARIES (continued)

The non-controlling interests in respect of Pax Italia S.r.l., Shanghai
Kashuo, Suzhou leasy CSC Italia and Kwang Woo are not material.
The loss attributable to non-controlling interests during the
year ended 31 December 2017 was mainly attributable to the
impairment of assets of Kashuo Group.

INVESTMENT ACCOUNTED FOR USING THE EQUITY
METHOD

Set out below is an associated company of the Group as at 31
December 2017, Shanghai Coshine Software Company Ltd.
(“Shanghai Coshine”). Shanghai Coshine has share capital
consisting solely of registered capital, which is held directly by the

18

19

BB & ()

A BPax Italia S.rl.- BB R &M
775 - CSC ltaliakKwang Woo#) 3E12 J%
BET I TEX-BE_T—+tF+=A
=+ —BFE FIEREZEEELAEE
BRRHEEBEERE-

BRESEARNKRE

ATHEIR —T—tF+-_A=+—HAXK
SEMNBERR LERETERRAA
(TEEmREl) - LERENBRAERRET
MEA BAKEERFA RTELE

Group; its principal place of business is in the PRC. HBE AL AR e

LEBRERBAXMNRS EFEFEMF
EmMINREE R RE MR -

Shanghai Coshine is an advanced system and services provider in
payment infrastructure, electronic business software solution and
outsourcing operation.

Particular of

Place of incorporation and registered Nature of Effective = Measurement
Name kind of legal entity capital  relationship  Interest held method
£ MR EEERER AMERFE BEME HERFEER TERE
31 December 2017
ZB-t#+tZA=+-H
Shanghai Coshine The PRC, limited liability company RMB13,326,190 Associate 20% Equity method
LaR% HEl BRAA AR13,326,1907T kNG 20% b
As at 31 December
R+=—A=+—H
2017 2016
ZE—tF —T—RF
HK$'000 HK$°000
FERT FHET
Aggregate carrying amount of individually &5~ 8 KEE & A R/ IR E B A58
immaterial associate 20,720 -
Aggregate amounts of the Group's share of: REEDEHELCEER -
e Profit for the year o FEEAM 750 -
e Amortisation of intangible assets o EILEBEHIH (432) -
318 -
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19 INVESTMENT ACCOUNTED FOR USING THE EQUITY 19 REZEFARNEE &)

METHOD (continued)
There is no contingent liability relating to the Group's interest in BEEEASER SR 2 Bm 2k
Shanghai Coshine. The Group's interest in Shanghai Coshine is not REFE - AEERLBRLENERTTE
material. Ko
Shanghai Coshine is a private company and there is no quoted EERAAA—MAARG ERHIERN
market price available for its shares. FTI5ME -
20 INVENTORIES 20 FE
As at 31 December
R+=—A=+—H
2017 2016
—E-tF —ZE-RF
HK$'000 HK$'000
FHET FiE T
Raw materials JRH 257,297 152,614
Work in progress ER G 169,080 116,550
Finished goods BURK 492,075 327,375
918,452 596,539
The cost of inventories included in cost of sales during the year FA RBEEKRRAAERNTFTERKARLY
amounted to HK$2,098,181,000 (2016: HK$1,620,895,000), £2,098,181,000 ¢ (=& — X F:
which included reversal of provision for obsolete inventories of 1,620,895,0008 L) AR BIEREF
HK$1,824,000 (2016: HK$17,983,000). B A E1,824,0008 7 (ZE— R F -

17,983,000/ 1) ©

HERBRHARAT —E—tEFH 167
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21 TRADE AND BILLS RECEIVABLES, DEPOSITS AND 21 BURRREWREZE -we Rk HMmE

OTHER RECEIVABLES O]
As at 31 December
BR+=—B=+—H
2017 2016
—E—+tF —T—RF
HKS$'000 HK$'000
FEx T
Current portion BB o
Trade receivables (note (a)) FEUER 3k (P 3E@a)) 1,695,406 1,245,947
Amounts due from related parties (note (a), 34(b)) FEULEFEE: T I8 (MIFE(a) 34(b)) 32,453 65,196
Less: provision for impairment of receivables A TEBER OB E R (FTEE(0))
(note (c)) (49,163) (4,067)
Trade receivables, net FEULER TR —F 58 1,678,696 1,307,076
Bills receivables (note (b)) UL (BT 5E(b) ) 24,718 40,370
Trade and bills receivables JFEE WA B K e R LK R 1,703,414 1,347,446
Deposits and other receivables & R H Ath BN IR 39,593 68,919
Trade and bills receivables, deposits and BWERRERER Ee Kk
other receivables H A & W R IE 1,743,007 1,416,365
Non-current portion FERNER I 5
Lease prepayment MEENFIA 43,077 24,672
Others H A 9,708 13,681
52,785 38,353
The carrying amounts of the Group's trade and bills receivables, REBNEWREZRRERERE LZekE
deposits and other receivables are denominated in the following R IBE R BRTEE LA T3 &% E -
currencies:
As at 31 December
R+=—A=+—H
2017 2016
—E—tF ZZ—RF
HKS$'000 HK$'000
FEx FE T
RMB AR# 898,779 872,070
uss$ ETT 753,886 502,263
EUR BT 59,583 22,713
HK$ BT 20,812 19,319
WON 5 9,947 -

1,743,007 1,416,365
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21 TRADE AND BILLS RECEIVABLES, DEPOSITS AND
OTHER RECEIVABLES (continued)

The fair values of trade and bills receivables, deposits and other
receivables approximate their carrying values as at 31 December
2016 and 2017.

(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 2016 and 2017, the
ageing analysis of the trade receivables and amounts due
from related parties based on invoice date is as follows:

21 BUERRREWERE REeRHME
WA (@)

RIE—RFRE—tF+_A=+—
H EUERREREE e REME
WHBHATFEEEEmERS -

(@) FEUWERRR
AEBHRTESEFEANEESA
0FE180H T 5F - AT LHEFE AL
MRliERmE R EHBEI180E/ME
EH - R_E—XRNFRZZT—LF
+-A=+—8 BREZEEKEH
% RIBIREZ H AR EKR DT 0

T
As at 31 December
Rt+=-—B=+—H
2017 2016

—E—tF —T—RF
HK$'000 HK$'000
FET FAET

Up to 90 days 90H LA
91 to 180 days 91£180H
181 to 365 days 181£365H
Over 365 days 365H M £

1,213,758 846,807
242,795 277,772
128,667 58,915
142,639 127,649

1,727,859 1,311,143

As at 31 December 2017, trade receivables included
retention money receivables of HK$91,100,000 (2016:
HK$77,874,000), which represents 2% to 5% (2016: 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 2017,
retention money receivables aged over 365 days amounted
to HK$72,005,000 (2016: HK$57,932,000).

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
53.5% (2016: 45.4%) of the Group's turnover for the
year ended 31 December 2017. They accounted for
approximately 43.6% (2016: 47.5%) of the gross trade
receivable balances as at 31 December 2017.

R-EBE—+E+-_A=+—0 Elk
AR 38 35 FE Uk 78 #1 © %891,100,000
B (ZE —NF:77,874,0007%
) HETHREETEFPHNEBEA
B4R B2%E5% (ZF — /N
B2%%E5%) MBI A=ZH
F-R-_TE—tF+-_A=+—8"
JEWTEH © 5B IR B B B365 A M4
%4 /72,005,000 70 ( —Z & — N F -
57,932,000/ 7T) °

AEBNEENNBEEETERFE
HEBEEEERRR -BHE=-ZF—X
F+-AZ+—HLEEE HEKX
EEHENE R EEENRBE AR
EELERELS535% (T —NF:
45.4% ) MR ZE—R"F+=
A=+ HBHNERERESHBEY
43.6% (ZFE—RNHF :1475%) °
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21 TRADE AND BILLS RECEIVABLES, DEPOSITS AND
OTHER RECEIVABLES (continued)

(a) Trade receivables (continued)
Receivables that were neither past due nor impaired
amounted to approximately HK$1,576,716,000 (2016:
HK$1,243,259,000) as at 31 December 2017.

As of 31 December 2017, trade receivables of
HK$101,980,000 (2016: HK$63,817,000) 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

21 BUERRREWERE REeRHME
WA (@)

(a)

FEWBRER (%)
WZZE—+tt&F+=_A=+—8"
MEATERENREKRIEY
1,576,716,000/8 7T ( = F — NG :
1,243,259,0005& 7T ) °

R—_EBE—+E+_-_A=+—H8 &
g BR 3£101,980,0005% 7T ( =& — /X
163,817,000/ 7T ) 2 #1 Hi {8 KR
B BEBLZVESAVBERENS
YEFBEB ERBTLR SR
A FUE o b 55 E YR SRR BR B

as follows: i amNE
As at 31 December
R+=-—HA=+—8H
2017 2016
—E—+tF —FT—RF
HKS$'000 HK$'000
FET AT
Up to 90 days 90H KA 9,174 7,042
91 to 180 days 91%£180H 14,685 13,079
181 to 365 days 1812365H 51,562 34,372
Over 365 days 365H M 26,559 9,324
101,980 63,817

(b) 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

(b)

BWRE
ZAEHREI BB RNER AR
RITHEAL TR -

AEERKEZENBHITRMT :

follows:
As at 31 December
R+=ZRA=+—H
2017 2016
—EB—+tF —FT—RF
HK$'000 HK$'000
FERT FET
Up to 90 days 90H AR 11,703 40,370
91 to 180 days 91%180H 13,015 -
24,718 40,370
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21 TRADE AND BILLS RECEIVABLES, DEPOSITS AND 21
OTHER RECEIVABLES (continued)

(c) Provision for impairment of trade receivables
The movement on the provision for impairment of trade
receivables is as follows:

BUERREEREE HeREME
WA (@)

(0 EURFBERE
FEUBR B ERBESHMT -

As at 31 December
Rt+=-—B=+—H
2017 2016
—E—tF ZT—XF
HKS$'000 HK$'000
FET AT

At beginning of the year REA 4,067 3,694
Provision for the year (note 7) FAEE (WH:E7) 2,941 886
Impairment (note 7) A (MEE7) 40,279 -
Reversal of provision (note 7) BEEE (7)) - (300)
Exchange realignment PE 5 1,876 (213)
At end of the year RER 49,163 4,067

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 2017 (2016: same).

As at 31 December 2017, trade receivables of HK$40,279,000
relating to Kashuo Group were impaired (note 7).

REEEPHENSAEERR S EAE
BRYFENERE R_F—tF+=
A=Z+—8 AEEXENZFREKRRA
BREEMERR (ZE—RF:-RAL)-

R-ZE—+F+-_A=+—8B BERF
5 5 8] 79 JIE Uk FRTE /Y R (B &140,279,00078
JC (BisE7) »

22 RESTRICTED CASH 22 ZRFERE
As at 31 December
BR+=ZB=+—8H

2017 2016
—E—+tF —T—RF
HK$'000 HK$'000
FHT FET
Restricted bank deposits ZRHRITFR 12,490 310

Restricted cash represents bank deposits of the Group which were
placed as guarantee deposits for tenders and as securities for sales
of goods to customers and were denominated in RMB and EUR.

As at 31 December 2017, the effective interest rate on restricted
bank deposits was 0.02% (2016: 0.35%) per annum.

XREBEEAREERRENEREZS
URHEETEPHMERMFRORITE
FoTIAARE KRBT E-

R-EBE—+F+-_A=+—8 B4
BIOITFRNEBRARAEETF002% (==
—RNFE0.35%) °
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23 CASH AND CASH EQUIVALENTS 23 BHehBRLEEE
As at 31 December
W+=HA=+—-8
2017 2016
—B—tFE —T—RE
HK$’000 HK$'000

FTER TET

Cash and cash equivalents BeMReEEE 2,165,224 1,997,495
Short-term bank deposits RHESRITEK - 209,710
2,165,224 2,207,205

RZE—+tF+_A=+—H8 x5
£ 801,203,074,00008 70 (Z & — XN & ¢
1,365,412,000%8 7T ) 17 BRAE A B3R N ER 1T
FAYMRTER mMEBESHNNESE
SNEEE ) o

As at 31 December 2017, funds of the Group amounting to
HK$1,203,074,000 (2016: HK$1,365,412,000) were deposited
in bank accounts opened with banks in the PRC where the
remittance of funds is subject to foreign exchange control.

R RS SEEOEAES B TIE
W

The carrying amounts of cash and cash equivalents were
denominated in the following currencies:

As at 31 December

172

BR+=—B=+—H
2017 2016
—E—+tF —ET—RF
HK$'000 HK$'000
FHERT T
RMB AR 1,202,699 1,356,454
HK$ BT 515,977 721,455
us$ ES 396,717 103,353
EUR BT 42,256 25,333
WON B 7,237 610
Other i) 338 -
2,165,224 2,207,205

The maximum exposure to credit risk of the Group as
at 31 December 2017 were HK$2,165,083,000 (2016:

HK$2,207,143,000).

PAX GLOBAL TECHNOLOGY LIMITED
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24 SHARE CAPITAL 24 R
Ordinary
Number of shares of
ordinary HK$0.1
shares each
BREE
0.1 T
TER TERZHE
Thousand
shares HK$'000
Ordinary shares, issued and fully paid ERTRARZEER T FHET
1 January 2017 —E—+F—H—H 1,107,874 110,787
Shares repurchased during the year F AR B B (13,000) (1,300)
Employee share option scheme: BB RS
— Proceeds from shares issued (note 25) — BT FT8 FUA (MI5E25) 5,320 532
At 31 December 2017 RZZE—tHF+=ZA=+—H 1,100,194 110,019
1 January 2016 —E—RF—H—H 1,112,014 111,201
Shares repurchased during the year F R B 5B (10,000) (1,000)
Employee share option scheme: 1B BBt 2l :
— Proceeds from shares issued (note 25) — BT FTS FUA (M 5E25) 5,860 586
At 31 December 2016 RZZE—RE+ZA=+—8 1,107,874 110,787

HE-_ZE—+F+-_A=+—RB1tEE"
RARABERE (BIEHRAE 51,617,000
It (ZZF— 754 52,809,000/ 7T ) FEHE AT
Fr B 81 & #£13,000,00008 ( =& — <N F:
10,000,000/% ) & 3 f% - 72 55 B8 [0 J% 17 B
BRERNEHE FREBBLOMNE B
BREFBOT

During the year ended 31 December 2017, the Company
repurchased a total of 13,000,000 ordinary shares (2016:
10,000,000) on the Stock Exchange at an aggregate purchase
consideration (including expenses) of HK$51,617,000 (2016:
HK$52,809,000). Such repurchased shares were subsequently
cancelled during the year. Details of the ordinary shares
repurchased on the Stock Exchange during the year are as follows:

Number of Highest Lowest

ordinary purchase purchase

shares price per price per

repurchased ordinary ordinary

(Thousand shares shares

Shares) (HKS) (HKS)

BR BR

BEZER EERMW EERW

$E EBEBEE SEBEE

Month of repurchase BmE A 6 (FR&) (&) (B7)

August 2017 —T—+tFNA 5,000 434 418

August 2017 —T—+tFNA 3,000 4.06 3.98

December 2017 —E—+tF+ZA 5,000 3.60 3.49
AEREBEAERAAT ZE—tFFR 173
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SHARE CAPITAL (continued)

As a result of the above share repurchases, the issued share capital
of the Company was reduced by the par value of the aforesaid
repurchased ordinary shares. As at the date of these financial
statements, the number of issued shares of the Company is
1,100,194,000 ordinary shares.

The directors believe that the above share repurchases are in the
best interests of the Company and its shareholders and that such
share repurchases would lead to an enhancement of the net assets
value per share and/or earnings per share of the Company.

SHARE OPTION SCHEME

(@) 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.

PAX GLOBAL TECHNOLOGY LIMITED ~ ANNUAL REPORT 2017

24

25

& NE)

AR LM mELE  AQEEBITRAR
FHERMEBIROEERERD RN %
EUMBHRRBEE AR BITROEE
£1,100,194,0000% & 3@ A% -

EERR LABOBERNEARRRRE
B R B M a8 o e B (0 B B 8 2R
NAMBREEFER XEREF

hne

BRESE

(a)

BT E
RZE—ZFF+-_F—H KRQRFA
EEgHE—BERET S (&%
BNDABTEETBBARARTR L
mHEEEITRMDAEEN10% Bl
100,000,000% i 7 (1B ZE & MR % &1
B ER RBT EMBANEER
JE) °

ZATEEERBERLABEUAE
BEHERN2EE YB2EE
RARBIREBRRNEEN @ B
RAARBREBROOEE-

AR —F-TFEF+-_A—RAE
M BRIERITREHIERT - & BlIF& AT
g EZARI0CFHE—BEAM -
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25 SHARE OPTION SCHEME (continued)

25 BREFTE(®

(b) Share option movements (b) BEBRENEF
Number of Number of
Share Share
Options Options
held as at Granted Exercised Lapsed held as at
Exercised 1 January during during during 31 December
price 2017 the year the year the year 2017
RZB—tF
R-ZE—tF +=A
-A-H =t-H
Name Date of grant PR BN
21 REAH TEE BREHE FRRM FRTE ERi¥  BREHE
(HKS)
(BT)
Employees
&8
(In aggregate) 22 June 2012* 1.230 6,000,000 - - (6,000,000) -
(#31) —E-—FXAzt+z=B*
(In aggregate) 28 May 2014* 4.860 12,274,000 - (5,320,000) - 6,954,000
(#31) “E-mERAZTNB*
Total for Employees 18,274,000 - (5,320,000) (6,000,000) 6,954,000
EE#E
Consultants
A
(In aggregate) 28 May 2014* 4.860 1,580,000 - - - 1,580,000
(&st) “E-MERAZTN\RY
Total for Consultants 1,580,000 - - - 1,580,000
ER At
Total 19,854,000 - (5,320,000) (6,000,000) 8,534,000
EoEd
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25 SHARE OPTION SCHEME (continued) 25 BRERTE (5
(b) Share option movements (continued) (b) BRENER (&)
Number of Number of
Share Options Share Options
held as at Granted Exercised Lapsed held as at
Exercised 1 January during during during 31 December
price 2016 the year the year the year 2016
RZE—RF
RZZ—RF T=A
—A—H =+-H
Name Date of grant lFigst: EiEsE:)
#4 BEHBH 165 RREHA FRES FRTE FRRE  BEREHA
(HKS)
(1)
Employees
B8
(In aggregate) 22 June 2012* 1.230 6,000,000 - - - 6,000,000
(#831) “E-ZFRAZt=A*
(In aggregate) 28 May 2014* 4.860 18,134,000 - (5,860,000) - 12,274,000
(483h) —E-mERA=+/N\B*
Total for Employees 24,134,000 - (5,860,000) - 18,274,000
2=t
Consultants
B
(In aggregate) 28 May 2014* 4.860 1,580,000 - - - 1,580,000
(#831) —E-mERA=TNA*
Total for Consultants 1,580,000 - - - 1,580,000
Bt
Total 25,714,000 - (5,860,000) - 19,854,000
B
* The share options will be vested to the grantees, among * ERERBERA BEP30%HER
which 30% of the share options would be vested on the date BRI BERE  S30%HEK
of grant, a further 30% of the share options be vested on the EERELHEBR—BAFHE A&t
first anniversary of the date of grant and the remaining 40% AO%HEREFRELBHAMASFE
of the share options will be vested on the second anniversary BE ZETERENERAARER

of the date of grant. The validity period of these share HEERE RS-
options shall be 5 years from the date of grant.
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25 SHARE OPTION SCHEME (continued)

(b) Share option movements (continued) (b)
Movements in the number of share options outstanding and
their related weighted average exercise prices are as follows:

25 BREFTE(®

BRENSE ()

WARTTEMBREZE R ERRE N
BEFHITHEERER T

Year ended 31 December

BE+t-A=t+-HLEE

2017 2016
—E2-+F ZT-RF

Average Average

exercise exercise

price in HK$ price in HK$
per share Options per share Options
option (thousands) option (thousands)

BERESD TR
TR BRE TR R
e (F14) T8 (F13)
At 1 January »n—A—H 3.763 19,854 4.013 25,714
Exercised 21712 4.860 (5.320) 4.860 (5,860)
Lapsed B R 1.230 (6,000) - -
At 31 December R+—A=+—8H 4.860 8,534 3.763 19,854

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. These options were expired on 21 June

2017.

On 28 May 2014, 22,254,000 share options were granted
to certain employees and consultants at an exercise price
of HK$4.86 per share. These options will expire on 27 May

2019.

During the year ended 31 December 2017, no share based
payment expense (2016: HK$3,803,000) was recognised
in the consolidated income statement and was credited
in equity. The weighted average share price immediately
before the share options exercised dates was HK$4.60
(2016: HK$7.16) per share. As at 31 December 2017, out
of the 8,534,000 (2016: 19,854,000) outstanding options,
8,534,000 (2016: 19,854,000) options were exercisable.

R_ZE——FFXA-_+=-H"
80,400,00017 B I L 1TE BB
1238 TR TFTETESERER -2
EREDIN -_Z—+E~A=-+—

B & e

RZZE—WFEFRA -+ N8
22,254,00017 S AR #ELATT (R B B B
A8EB B TETREREM %E
EREER -_Z-—NAEFRA-_T+t

HEIH-

RBE_ZT—tH+=

A=+—

BLEFE TEBROGIMNRAIR
BARZERER(ZZT — K F:
3,803,000/ L) REFTARE B
ZRERETE B E R A N T
EAEBR4IEOBETL(ZZT—RF:
7168 L) RZE—tF+ = A
=+—H"8,534,0001p (= ZF— X
% :19,854,0001% ) & & 17 1F B &
- 8,534,000 (ZE — R 4F:
19,854,00017 ) BERR#E BRI 1T o

BERIMRBRAR ZB—tFEFR
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26 RESERVES 26 f#i&
Available-
Share  Employment for-sale
Share Capital option benefit  revaluation Exchange Retained
premium reserve reserve reserve reserve reserve earnings Total
3 THEE
RBEE EAfiE  BRERR BRfE HERE PERE REEA b
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET TR FER FER FER FEL FER FEL
(note (i)
(FzE())
For the year ended HE-E-tE+-A=1-H
31 December 2017 LEE
Balance at1 January 2017 RZB—tE-R-RMk&H 1,299,524 (414,978) 81,173 - - (162,470) 2,551,499 3,354,748
Comprehensive income 2ENE
Profit for the year FREF - - - - - - 407,507 407,507
Other comprehensive income/(loss) ~ E A2 E W%/ (F8)
Exchange differences arising on REENRBARMBRE
translation of the financial EEMEREE
statements of foreign subsidiaries - - - - - 170,768 - 170,768
Change in value of available-for-sale AT HESREE BENE
financial assets - - - - (6,145) - - (6,145)
Remeasurements of post-employment  BEBi {4 B 7| &5 &5t
benefit obligations - - - (72) - - - (72)
Total comprehensive (loss)/income 20 (BX)/hisng - - - (72) (6,145) 170,768 407,507 572,058
Transactions with owners BRBANRS
Repurchase of the Company's shares  EIFE A2 &) A1Rk {7 (50,317) - - - - - - (50,317)
Share option scheme BiEE
~ share options exercised ~BAE R E 25,323 - - - - - - 25,323
Dividends paid BHRE - - - - - - (89,055) (89,055)
Total transactions with owners HBEBANR S (24,994) - - - - - (89,055) (114,049)
Balance at 31 December 2017 REB—tE+-A=T-HHksH 1,274,530 (414,978) 81,173 (72) (6,145) 8,298 2,869,951 3,812,757
178 PAX GLOBAL TECHNOLOGY LIMITED ~ ANNUAL REPORT 2017
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26 RESERVES (continued)

Financial Statements

26 @@ (@)

Share
Share Capital option Exchange Retained
premium reserve reserve reserve eanings Total
RipEE ERGE BiRiEks HNERfR RERF it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TART FAR TER TAER TAR TAR
(note (i)
(G
For the year ended HE-E-RE+-A=1-H
31 December 2016 LEE
Balance at1 January 2016 RZB-—R"E-R-BMk&H 1323439 (414,978) 77370 (37,096) 2,017,638 2,966,373
Comprehensive income 2EKE
Profit for the year EREF - - - - 600,908 600,908
Other comprehensive loss Hit2EBEX
Exchange differences arising on BESIHBARMBRE
translation of the financial EEMEREE
statements of foreign subsidiaries - - - (125,374) - (125,374)
Total comprehensive (loss)income 20 (BB hEes - - - (125,374) 600,908 475,534
Transactions with owners BEFANRS
Repurchase of the Company's shares BERRTHRG (51,809) - - - - (51,809)
Share option scheme B2
— value of services provided -BRERFHEE - - 3,803 - - 3,803
~ share options exercised —EfiiRERE 27,89 - - - - 27,89
Dividends paid BRRE - - - - (67,047) (67,047)
Total transactions with owners BREANRHEE (23,915) - 3,803 - (67,047) (87,159)
Balance at 31 December 2016 RIE-—RE+-A-T-HHER 1,299,524 (414,978) 81,173 (162,470 2,551,499 3,354,748
Note: B 5T -
(i) Capital reserve (i) EBEXfRE
Capital reserve represents the difference between (i) the aggregate BAREEBEETIMEN=Z=8: (IWN_Z
of the consideration for the acquisitions upon the reorganisation —TF-_At+HEHTHNEARHUER
completed on 15 February 2010; and (i) the aggregate of the share B RNVARAEEEBNNE AR
capital and share premium of the directly owned subsidiaries of the A IR 7R I B 10 i (B 42 %E o
Company.
(i)  Statutory reserves (i) EERFE

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 2017, retained earnings
comprised statutory reserves fund amounting to HK$173,268,000
(2016: HK$125,275,000).

BERMMZARQT

RABRP BB AR EE QB 4T
MI0%DEZEATCHES BEEZ2HE
CESEIMEAMNSO% - KEBER
HER SRAERES T BRNIKERTEE
REMEFMEN EZHEESREA
BERHETMER25%HKFE-R-F
—tE+-_A=Z+—8 REEANBRE
A TE RE £ 173,268,000 7T (=& — X
£ :125,275,000/ 7T) °
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27 TRADE PAYABLES, OTHER PAYABLES AND 27 BRI EtEMRRARESTRE

ACCRUALS
As at 31 December
R+=-—HA=+-—8H
2017 2016
—E—+tF —FT—RF
HKS$'000 HK$'000
FET AT
Trade payables FEATER K 937,093 649,271

Amount due to a related party (note 34(b)) B — 2 BB 7 58 (M 5E34(b)) 15,991 13,214

953,084 662,485

H Al FE 5 BR SR e FE AT R IR

Other payables and accruals

Receipt in advance from customers TEEWERE F 1A 70,519 89,327
Other tax payables H A JE - 5 5K 95,991 99,488
Other accrued expenses and payables H fth fE 5T 2 R AR K 115,075 37,976

281,585 226,791

1,234,669 889,276

BNEFZRERAHRNRES N (BHEE
N—2EBIRBENRE)MT :

The ageing analysis of trade payables (including amount due to
a related party of trading in nature) based on invoice date is as
follows:

As at 31 December

W+=B=+—H
2017 2016
—E—tF —ZFT—RF
HK$'000 HK$'000
FERT FHET

Up to 90 days 90H AR 808,948 567,613
91 to 180 days 91H=180H 137,140 92,649
181 to 365 days 181H£365H 4,175 -
Over 365 days 365H A F 2,821 2,223

953,084 662,485

The average credit period granted by the Group’s suppliers ranges

from 0 to 180 days.

180 PAX GLOBAL TECHNOLOGY LIMITED
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BORROWINGS 28 fBE
As at 31 December
R+=—A=+—A8
2017 2016
—E-tFE —T-AF
HK$'000 HK$'000
FER FHET
Current BN &R
Bank borrowings held by a subsidiary in Korea BEMNBARRBNERITEER 14,367 -

As at 31 December 2017, the bank borrowings would be matured
and repayable within 1 year and bear average fixed interests of
4.23% annually (2016: Nil). The interest-bearing borrowings are
carried at amortised cost.

The carrying amounts of the Group’s borrowings as at 31
December 2017 are denominated in WON and approximate their
fair values.

As at 31 December 2017, the borrowings of HK$10,716,000 were
secured by land and buildings in Korea with net book values of
HK$16,314,000 (note 14).

As at 31 December 2017, total undrawn facilities are
approximately HK$3,664,000. There were no bank borrowings as
at 31 December 2016.

BERRMZARAT

W-F—t+&+-A=+—R ROER
50— 4 PO I BRI 83 - 0 1R T BLE
RI%423% (ZB—F BB HE
fe B 42 8 AN BB

RZZE—+F+A=+—H A&EEE
EMEmENREFEREQAFERS -

nR—ZE—+tF+=_/F=Z=+—8"
10,716,000 T EEUE®E FEA
16,314,000/ JT #Y #8 B + 3 2 2 FE K 3
(PfzE14) »

RZE—+E+_A=+—8H" KEH
B EREY) 53,664,000 T R T —KNF
+-A=+—BUIERTEE-
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29 DEFERRED INCOME TAX

182

(a)

Deferred income 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 2017, the Group has unrecognised tax losses to
be carried forward against future taxable income amounted
to HK$177,436,000 (2016: HK$88,563,000). Tax losses
amounting to HK$177,248,000 (2016: HK$88,386,000)
will expire from 2022 to 2037 (2016: 2028 to 2036). The
remaining tax losses have no expiry date. The potential
deferred income 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 2017, 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

unre
amo

mitted earnings of the PRC subsidiary of the Company
unting to approximately HK$102,179,000 (2016:

HK$94,226,000), 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.
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(a)

A —
N
-

EEFTB G E T A EEEHRER
mHA BB ABERGMNER
MEtPT & IEEEERR - N
T—+F+-AF=+—H AEEK
KRERTLTEE 1B A177,436,0007 7T
(= — /<% 88,563,000 7T) » A]
HEEDIKEAEERBA
T8 B 18 A 8177,248,0008 L (= &
— 7N : 88,386,000 L) R - F
T CFERE T F (T RF
TECNFE_Z=ZF)EmF
BB BEBELEIEHA - W AER
MZERBEBEBONETRELHNEM
BEBREASELEERNER
PR R ERERBRNTE KRR
B BB B B SRR TS 42 B S 3 A9 B
2008 F 15BN T NF = A
THZHER-RBREZBA INEE
BhE([IELEBE-FZT+
F+_A=Z+—BHMRFREEF
MEMEEEERNEREBEREH
MIBBMAER -8 T NFE—F—
BEFMBBAER P EIERMKRE 1
E10% K T = B INMEE & UK TE
HWETISH - BRIEBIMEE BT
Ry Rl AR R AR BT A GRE - R
FETREBTEMB L BE -

T—+tF+A=t—HB #HREE

e Eebs Ee ek g e M= R e
AT eI g A AT R AR R B - B R gk AR &
& 7 7 B R BT B & B ok FE 2 ) 19 jE < 78
MBRGEVBREELECHEHEE
BEE49102,179,0008 7 (—F — N F ¢
94,226,000 7T ) °
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30 NOTES TO THE CONSOLIDATED CASH FLOW 30

STATEMENT

(a) Reconciliation of profit before income tax to cash (a)

generated from operations

AR

REREREBRME

BRETEH AN ERELRERSNY

Year ended 31 December

BE+=-A=+—HLEE

2017 2016
—E—tF —T—KF
HK$'000 HK$'000
FHEx FHET
Profit before income tax B P15 556 A s 71 424,540 678,299
Adjustments for: R
Interest income F B YA (20,847) (15,005)
Finance costs VEER 3,801 10,794
Depreciation of property, M BERBRETE
plant and equipment 22,826 7,155
Amortisation of land use rights b AR B 3,173 5
Amortisation of intangible assets B EEEH 5,008 3,224
Impairment of assets EEME 176,471 -
Loss on disposals of property, HEWE WEMEENES
plant and equipment 30 117
Share of result of an investment BEREANRMNIEEEE
accounted for using the equity method (318) -
Share-based payments VAR A7 A B0 15 - 3,803
Employee benefit obligations BEBAMNED 209 -
Provision for impairment of FEWGRIE R B #  F 5
receivables, net 2,941 586
Reversal of provision for obsolete PREFTFERERR
inventories (1,824) (17,983)
616,010 670,995
Operating profit before LELASEFEHAINLE R
working capital changes:
Increase in trade and bills receivables, FEWEE R R EWERE  Ze
deposits and other receivables Ko EL h 8 WK IE HE AN (278,902)  (183,707)
Increase in inventories FE#EM (255,183) (97,653)
(Increase)/decrease in restricted cash SRER S (), R (11,728) 8,489
Increase/(decrease) in trade payables, FEATBR B - H Ath JE T BR SR
other payables and accruals K g sRIERE N, CR D) 207,332 (41,412)
Cash generated from operations KEmSRe 277,529 356,712
BREHREARAT  —E—LEER 183
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30 NOTES TO THE CONSOLIDATED CASH FLOW

STATEMENT (continued)

(b) In the consolidated cash flow statement, proceeds from sale

of property, plant and equipment comprise:

30

RERTREBRMEE (2

(b) MNEERERERT HEVE HE
REENAEHRARRE:

Year ended 31 December

BE+t-A=+—HLEEE
2017 2016
—E—tF —T—RF
HKS$'000 HK$'000
FHET FAT

Net book amount REFE 30 17
Loss on disposals of property, HEME HE R

plant and equipment BRI EE (30) (117)
Proceeds from sales of property, HEME HWE R

plant and equipment BEH TSR - -

() Reconciliation of liabilities arising from financing

activities

This section sets out the movement in liabilities arising from
financing activities for each of the years presented.

(0 BMEETDRELSENHR

R M2INEFERE DDA
ELXRENES-

Borrowing

due within

1 year

—FREH

HEE

HK$'000

FAET

As at 1 January 2017 R-ZE—t&—H—H -

Acquisition of a subsidiary (note 33(b)) Ue g — I B A =) (MIFE33(b)) 30,463

Cash flows RemnE (16,906)

Foreign exchange adjustments ME M S 810

As at 31 December 2017 R-ZE—tF+=-HA=+—8H 14,367
31 CONTINGENT LIABILITIES 31 RAREE

As at 31 December 2017 and 2016, the Group had no contingent

liabilities.
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32

33

& B 5 # R BfT 5

OPERATING LEASE COMMITMENTS

As at 31 December 2017 and 2016, the Group had future
aggregate minimum lease payments under non-cancellable
operating leases in respect of certain office premises as follows:

32 EEMERAR

AA —
N
]\_

P LFR-F-AF+-A=t—

B AEERBEETHAZTYWROTAR
HEEHEAINNARAREERS M58

LRI
As at 31 December
BR+=ZB=+—8H
2017 2016
—E—tF —ZZET—REF
HK$'000 HK$'000
TR T
Not later than one year THB—F 22,489 23,460
Later than one year and HEiA—FE BB AF
not later than five years 14,862 24,225
37,351 47,685
BUSINESS COMBINATIONS 33 ¥EKE6t
(a) Acquisition of CSC Italia (@) WHEBCSC Italia

Pursuant to an agreement signed between Pax Technology
Limited (“Pax Technology”), a wholly-owned subsidiary of
the Company, CSC Italia S.c.a.r.l and the quotaholders of
CSC ltalia, Pax Technology acquired and subscribed for an
aggregation of 60% equity stake in CSC ltalia in the forms
of:

(i) cash consideration amounted to EUR1,750,000
(equivalent to approximately HK$14,272,000) paid to
the original quotaholders of CSC Italia;

(i)  capital injection of EUR500,000 (equivalent to
approximately HK$4,078,000) to CSC ltalia; and

(iii)  gross contingent consideration payable of EUR750,000
(equivalent to approximately HK$6,116,000) to the
original quotaholders of CSC Italia.

Upon the completion of the acquisition on 20 April
2017, CSC ltalia became a subsidiary of Pax Technology.
Acquisition-related costs of HK$1,346,000 have been
charged to administrative expenses in the consolidated
income statement for the year ended 31 December 2017.

BREARRZENBERARA SR

BRAE ([BER#]) - CSC ltalia

S.c.a.r.l.EECSC ltaliatp EBIF B AT

M B 2R ETI AR

B R R CSC Italiad $£60%A% A #

()  ACSC ltalia R s A AN
[ 4K (E1,750,0008 T (HE
R #4914,272,000 7T )

(i) TCSC Italia;x &500,0008L T
(# 8 M 494,078,000 70 )
P54

(i) TICSC MtaliaRIPEHEE AX
RS s AR B 42%8750,000
BT (#8 & 7 46,116,0008
JL) e

R-ZT—+FMNA-+HTEKRZYK
BE1% - CSC taliafk BB &R 2 i B
A& o U B 8 B8 PX A51,346,000/% 7T
BEEEBEE-ZE—tFt+=A=+—
BIEFEMNZRARERTERERN
B/%o
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33 BUSINESS COMBINATIONS (continued)

(@) Acquisition of CSC Italia (continued)

The provisional fair values of assets acquired and liabilities
assumed, the consideration paid and the carrying value
of non-controlling interests at the acquisition date are

summarised in the table below:

33 EXa4tm

(a) UWeBBCSC Italia (&)
TR A UEE B B8 A & E KK
EEENETEATE EXARER
IR MR E (R

HK$'000
FAT
Consideration RE
Cash paid EfNRe 14,272
Capital injection AE 4,078
Contingent consideration payable FERT AR AEB 6,116
24,466
Recognised amounts of identifiable assets BATHRNEERAREENCHIEH
acquired and liabilities assumed
Property, plant and equipment (note 14) Y BB RS (WHiE14) 1,706
Intangible assets — contractual customer BRVEE-SRNEPBEREM (FFEE15)
relationships and others (note 15) 6,063
Intangible assets — brand names (note 15) EREE -/ (Hi5E15) 1,999
Trade receivables FEWBR 7R 9,997
Cash and cash equivalents HWeMREEEY 5,087
Trade payables FETERFK (7,950)
Other payables and accruals H b AT BR 3R % B 5T 5 IE (6,017)
Deferred income tax liabilities EEFTSMAR (2,983)
Total identifiable net assets AR EEFEERE 7,902
Non-controlling interests IR E TR (3.821)
Goodwill (note 15) P (MIzE15) 20,385
24,466
Cash consideration paid ENIRERE 18,350
Less: cash and cash equivalents acquired BB ARENIREEEY (5,087)
Net cash outflow on acquisition for the year FAWBR SR FE 13,263
Acquisition-related costs included FFAFAGERERITHERAN
in administrative expenses in the L B #E B8 i AN
consolidated income statement
for the year 1,346
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33 BUSINESS COMBINATIONS (continued)

(a)

Acquisition of CSC Italia (continued)

The goodwill is attributable to a number of factors, amongst
others, to the synergies expected to arise from the Group's
operation in ltaly after the acquisition. CSC Italia will
combine with the Group's previous acquisition in ltaly as
an operating segment. None of the goodwill recognised is
expected to be deductible for income tax purposes.

The fair value of trade receivables is HK$9,997,000. The
gross contractual amount for trade receivables due is
HK$9,997,000, all of which is expected to be collectible.
Deferred income tax liabilities of HK$2,983,000 have
been provided in relation to the fair value adjustments of
intangible assets arising from the acquisition.

The contingent consideration payable represents the amount
payable up to EUR750,000 (equivalent to approximately
HK$6,116,000) to the original quotaholders of CSC ltalia
upon fulfillment of certain profit targets. The maximum
potential undiscounted amount of all future payments
that the Group could be required to make under this
arrangement is EUR750,000 (equivalent to approximately
HK$6,116,000).

The revenue included in the consolidated income statement
since 20 April 2017 contributed by CSC Italia was
HK$28,944,000. It had net profit of HK$565,000 over the
same period.

Had CSC ltalia been consolidated from 1 January 2017,
the consolidated income statement would show pro-
forma revenue of HK$3,603,766,000 and profit of
HK$336,245,000.

33 EXa4tm

(a)

BERBRMZARAT

Y BB CSC Italia ()
HMEDNEERZERZ HReEE
HRBEEBHERFKEEED
R E - CSC Italiafy Bz &2 [F
BITE B RF BB E DI - BLATS
s BEATRER ST
e

JE UZ BE 3 A9 A F {H A9,997,00078
TR HERERNEAENEEA
9,997,000/ 7T - T8 Hj 2 20 45 AT 4% Uk
B - 3 JE P 15 7 & 52,983,000/ 7T
ERBEREEANEREERQAF
BEFEBIREE-

JESARERRESSE TaF B
TR EN T CSC Italia RN ERE A A
B 7B 5% %750,0008 7T (MEE R L
6,116,000 7T) A EEBEREZ L
EAS N e ERKRKENE
RTINS E750,0008 T (HEE R
#76,116,000& 7T ) °

BE-_Z—+FWA-_+HIE CSC
ltaliaE BRI AT A SR & W R AU A
£28,944,0007 7T ° LA A BRER 15 %
AI565,00058 7T °

fHCSC ItalaB B —E—+&— A —
HEEEGHFAR Bl RaERERY
& U A 3,603,766,00078 7T & % Fl
336,245,000/ 7T ©
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33 BUSINESS COMBINATIONS (continued)

(b)

188

Acquisition of Kwang Woo

Pursuant to an agreement signed between Pax Technology
and Kwang Woo, Pax Technology will conditionally
acquire up to 80% equity interest in Kwang Woo, at a
consideration of US$6,400,000 (equivalent to approximately
HK$50,000,000) in four tranches. The first tranche of
acquisition was completed on 1 November 2017 at a
consideration of US$4,080,000 (equivalent to approximately
HK$31,824,000), and Kwang Woo became a 51% owned
subsidiary of Pax Technology. Upon fulfillment of certain
conditions, the Group may further acquire 9%, 10% and
10% of Kwang Woo additional interest at US$720,000
(equivalent to approximately HK$5,616,000), US$800,000
(equivalent to approximately HK$6,240,000) and
US$800,000 (equivalent to approximately HK$6,240,000),
respectively. Acquisition-related costs of HK$1,083,000 have
been charged to administrative expenses in the consolidated
income statement for the year ended 31 December 2017.
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33 EXe4tm

(b)

2 i Kwang Woo

BEE =R EKwang Woo%k 5]
MNipE BEEREBBEGREH S
POt Uk BEKwang Woos %80% 2
B% # - R (& 56,400,000 7T (48
Z N 4950,000,000/8 7T) ° £ —#t
LA 84,080,000 7T (% R4
31,824,000 L) WIEER == —+
F+—A -8Bk FETIEGE
FX 1%  Kwang WoofX & & & L i %
B51%ER 2 M B AR KE®HA
#—#$1%720,000F T (HER L
5,616,000 7t ) ~ 800,000 7t (#H
Z 7 496,240,000 7T ) 800,000
E0 (£ R 46,240,000/ L)
2 AW BEKwang Woo%E 4h9%
10% 2 10% 2 & 2= o U B 48 78 pk <
1,083,000 LEBEHE_Z—tF
T+ A=+ BLEFENGRA K
RITHE AN -



Notes to the Consolidated Financial Statements

#n © B 55 R < Bl 51

33 BUSINESS COMBINATIONS (continued)

(b)

Acquisition of Kwang Woo (continued)

The fair values of assets acquired and liabilities assumed, the
consideration paid and the carrying value of non-controlling

33 EXe4tm

(b) UekEKwang Woo (%)

TREANYE B HEAEE R
EaENRATE B MREMEE

interest at the acquisition date are summarised in the table fis 4 2 ) BR T -
below:
HK$'000
FHE T
Consideration RE
Cash paid EfNRe 31,824
Recognised amounts of identifiable assets BATHRNEERAREENCHIEH
acquired and liabilities assumed
Property, plant and equipment (note 14) M BB R EE (H14) 21,023
Intangible assets — contractual customer BREE-SRNEPBEREM (FFEE15)
relationships and others (note 15) 14,847
Intangible assets — brand names (note 15) EREE-BIZE (Hi5E15) 10,468
Other non-current assets EMIERBEE 5,597
Deferred income tax assets EIEFTSMEE 639
Inventories FE=y 13,236
Trade receivables B W BR 7R 9,376
Deposits and other receivables e N H b e W I8 1,794
Cash and cash equivalents HWeMREEEY 3,670
Trade payables FETER K (10,124)
Borrowings BEE (30,463)
Other liabilities EMEE (14,742)
Deferred income tax liabilities EEFTSMAR (5,460)
Total identifiable net assets AR EEFEERE 19,861
Non-controlling interest EFE IR E R (8,076)
Goodwill (note 15) & (MIzE15) 20,039
31,824
Cash consideration paid BENRERE 31,824
Less: cash and cash equivalents acquired BB ARESNIREEEY (3,670)
Net cash outflow on acquisition for the year FAWBIRE R FE 28,154
Acquisition-related costs included FFAFAGERERITHERAN
in administrative expenses in the Lt B #E B8 B AN
consolidated income statement
for the year 1,083

BERMMBRARLRR ZE-tEEH
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33 BUSINESS COMBINATIONS (continued)

(b)

190

Acquisition of Kwang Woo (continued)

The goodwill is attributable to a number of factors,
amongst others, the synergies expected to arise after the
Group's acquisition of this subsidiary. None of the goodwill
recognised is expected to be deductible for income tax
purposes.

The fair value of trade receivables is HK$9,376,000. The
gross contractual amount for trade receivables due is
HK$9,376,000, all of which is expected to be collectible.
Deferred income tax liabilities of HK$5,460,000 have
been provided in relation to the fair value adjustments
of intangible assets, property, plant and equipment and
inventories arising from the acquisition.

The revenue included in the consolidated income statement
since 1 November 2017 contributed by Kwang Woo was
HK$11,772,000. It had net loss of HK$1,665,000 over the
same period.

Had Kwang Woo been consolidated from 1 January
2017, the consolidated income statement would show
pro-forma revenue of HK$3,695,511,000 and profit of
HK$328,327,000.
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33 EXa4tm

(b)

2 % Kwang Woo (%)
BEDEEANZEREZ HhaiEn
HRAEEREZMBE AR RKEE
HER R REIE LTSRS - TR
FfT e 58 1 7 B B 1 AT H0ORL -

FE U8R R A T {E 59,376,000
TR HERERNEAENEEA
9,376,0007% 7T - 78 8 2 2F 15 7] 4 Uk
[E - i JE P 15 7 & 55,460,000 7T
ERWBEEENETLEE WX
BELEELRTFEEAFERAER
REBE-

BE-ZT—+F+—H—Hi Kwang
Woo B BA W 5F A 4R & Wz R A WA
£11,772,0007 7T - AR B 156
81,665,000 7T °

fliKwang WooE B Z & —+tF— A
—HREHAR BIGAaRERESR
HIl 45 = U A3,695,511,00078 7T M 3%
#328,327,0005 7T °
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34 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.

(a) Transactions with related parties
Except for those disclosed below and elsewhere on
the financial statements, the Group has no significant
transactions with related parties during the year ended 31
December 2017 (2016: same).

3 BEAIRS

W—RALHAEDERIEEREHNEMA
THAEEMATERM B RELRREEH
HigMEAZE AZALTHRBREZS
HAh AT HREHEDT ©

() EHEBLINXS
BT XA R E R B RAR A E it
T AEERBE_T—+tF+ =
A=+—BSEZ R ILEIMH
BARG(ZE—RF:AL)-

Year ended 31 December

BE+t-A=t—-BHLHEE

2017 2016
—E—tF —T—RF
HK$'000 HK$'000
FHET FET
Sales of electronic payment products to mEBEE (FE)BRAF
subsidiaries of Hi Sun Technology (China) (I=5])) *HM B A7
Limited (“Hi Sun”)* (Note (i) HEE X ER (ME0) 135,774 134,889
Rental fees paid to a subsidiary of mEEn—HEBE AR NHAE
Hi Sun (Note (ii)) (B RE(Gi)) 1,460 1,505
Purchase of raw materials from BEeBH—RMHBR A
a subsidiary of Hi Sun (Notes (iii)) BB R CBFEGi ) 59,966 31,726
Commission income from a subsidiary of M= 52 M A R EAR & A
Hi Sun (Notes (iv)) (B EEGv)) 139 -
* The Company is an associate of Hi Sun whose shares are * ARalmmBEaEE AR ARG

listed on the Main Board of the Stock Exchange.
Note (i): 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. The terms and conditions of
the framework agreement have been renewed on 31
December 2015.

Note (ii): Rental fees paid to a subsidiary of Hi Sun was charged
at a fixed monthly fee mutually agreed between the two
parties. 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.

MREERRPTER BT -

BEGHNBAGHEEE TS
NERZRAQNRELBIN=
E——F+-HF+NBTIH
HEZE 173 38 P AR SR S IR 1R HE 1T
R 5 o R ME R 15 35 Pk 1 5k K
BHER-_ZT—RAFE+_A
—+—HES-

B SE(i) -

MEEEGD - RSB —FEHE AR
HesAREEEBKE - |
RIS KRAME ZERS
R ETRBFIATIE T &HIE
REFEMER S BRET
Rl FEEN RERBIL
f AL A B AR TE
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34 RELATED PARTY TRANSACTIONS (continued)

192

A8

(a)

(b)

(o)

#n © B 55 R R Bl 51

3 BEEARS (&)

Transactions with related parties (continued) () EHEBEA RS (&)

Note (iii): Purchase of raw materials from a subsidiary of Hi Sun was B 3 (i) -

conducted pursuant to terms and conditions set out in
the framework agreement entered into by the Company
and the relevant party on 31 December 2013. The terms
and conditions of the framework agreement have been
renewed on 30 December 2016.

Note (iv): Commission received from a subsidiary of Hi Sun was B 5 (iv) -

charged at a rate mutually agreed between two parties.

AE5E —ERBAREER
MERAAREBREI R -
—=F+ZA=1+—HFZ®
HE 28 163 36 P 16 3R I & 1 o
7T o 5% ME 2R 195 = P 316 3% K% {6k
HERZZE-—RF+-A=+
RAEH-

7] = 55 B — i B 8 2 ) U ER |
EHARBEEBBRNMAL-

Balances with related parties (b) EEEFEES MVAEER

The balances with the subsidiaries of Hi Sun are unsecured,

ZERGENBARNGEHRAEL

interest free and with a credit period of 60 days. B BMHe0REEH-

As at 31 December
R+=-—A=+-—H
2017 2016
—E—+tF —ZT—RF
HK$'000 HK$'000
FHT FET

Amounts due from subsidiaries of Hi Sun W = 15 M 8~ Bl F 08

(note 21) (FF5E21) 32,453 65,196
Amount due to a subsidiary of Hi Sun P = 5 — R B A A &9 5k I8

(note 27) (K¥=E27) 15,991 13,214
Key management compensation 0 XEEEEMSE
During the year ended 31 December 2017 and 2016, key RZE—EtFRZFE—RF+=A

management compensation is equivalent to the Directors’

=t—B TEEEEMSHEERH

emoluments as disclosed in note 36. AW ECEEME -
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35 BALANCE SHEET AND RESERVE MOVEMENT OF

& B 5 ¥ R Bff 5

THE COMPANY

35 ARAEERBERRFHHEED

Balance sheet of the Company rAREEREX
As at 31 December
R+=—A=+—H
2017 2016
—E—+tF —FT—RF
Notes HK$'000 HK$'000
B 5 FET FET
ASSETS BE
Non-current asset ERBEE
Investment in a subsidiary R—EWEARMNIEE 592,344 592,344
Total non-current assets kRBEELE 592,344 592,344
Current assets REBEE
Deposits and other receivables e I H th B R IE 396 473
Amount due from a subsidiary FE Y — BT B A R IR 583,694 253,694
Cash and cash equivalents BeMReEEE 336,263 696,976
Total current assets MBEEHLE 920,353 951,143
Total assets EEHAE 1,512,697 1,543,487
EQUITY E=
Equity attributable to the owners EREFEAEGER
of the Company
Share capital N 110,019 110,787
Reserves fF (a) 1,393,388 1,423,770
Total equity B 1,503,407 1,534,557
LIABILITIES =K
Current liabilities REBEE
Other payables and accruals B AT BR R R FE AT RUA 9,290 8,930
Total current liabilities and FBEERERAEHAE
total liabilities 9,290 8,930
Total equity and liabilities EakaELE 1,512,697 1,543,487
BEREKEHEERAR ZEB—tEFER
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35 BALANCE SHEET AND RESERVE MOVEMENT OF

194

THE COMPANY (continued)

35 ARAEERERRFHREED (&)

(a) Reserve movement of the Company (a) EAFFEEE
Share
Share option Retained
premium reserve earnings Total
BROBRE BRERKE RERF &t
HK$'000 HK$'000 HK$'000 HK$'000
FHT FET FHET FHT
Balance at 1 January 2017 RZT—+tHF
—A—BN&s 1,299,524 81,173 43,073 1,423,770
Profit for the year FEa A - - 83,667 83,667
Repurchase of the Company's shares B NG ) (50,317) - - (50,317)
Share option scheme Rk 2
— share options exercised — BT ERE 25,323 - - 25,323
Dividends paid BRRE - - (89,055) (89,055)
Total transactions with owners HERANRT 5B (24,994) - (5,388) (30,382)
Balance at 31 December 2017 RZEB—+t&
+-B=1+—BH#&&% 1,274,530 81,173 37,685 1,393,388
Balance at 1 January 2016 RZE-—XRE
—RA—Bi&R 1,323,439 77,370 25,512 1,426,321
Profit for the year FERF - - 84,608 84,608
Repurchase of the Company's shares B w NG ) (51,809) - - (51,809)
Share option scheme R &l
- value of services provided —BRURBHEE - 3,803 - 3,803
— share options exercised —BITEERE 27,894 - - 27,894
Dividends paid BRRE - - (67,047) (67,047)
Total transactions with owners HEA AN 5B (23,915) 3,803 17,561 (2,551)
Balance at 31 December 2016 RIB-—XRE
TZA=tT-BH&R 1,299,524 81,173 43,073 1,423,770
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36 BENEFITS AND INTERESTS OF DIRECTORS 36 EENBmRER (BBQTMRA (F
(DISCLOSURES REQUIRED BY SECTION 383 OF 622E ) 5638351 - A F (WEEEF
THE HONG KONG COMPANIES ORDINANCE (CAP. HERRE ($F62GE) REBEB L
622), COMPANIES (DISCLOSURE OF INFORMATION THRAARENEE)

ABOUT BENEFITS OF DIRECTORS) REGULATION
(CAP. 622G) AND HK LISTING RULES)

(a) Directors’ and chief executive's emoluments () EBERTHEAZMS
The remuneration of every Director and the chief executive FRN RNRABIBEERITHRAED
of the Company during the year is set out below: B & TN

For the year ended 31 December 2017
BECR-tFT-AZt-ALER
Emoluments paid or receivable in respect of a person’s services as a director,
whether of the Company or its subsidiary undertaking
REABEES (FRAZLAIENELTER) RECHIRANHE

Emoluments
paid or
receivable
in respect
of director's
other services
in connection
Remunerations with the
Employer's paidor  management
Estimated  contribution receivable  of the affairs
money value toa inrespectof of the
of other retirement accepting  Company or
Discretionary Housing benefits benefit office its subsidiary
Fees Salary bonuses allowance (Note (a)) scheme asdirector  undertaking Total
RESEE
AREGE
HEAREHR
RN HERES  BENEM
I EMEE EENER BHEAY BHEHE
ne ¢ BirA BEERE (i)  EAdags it EhEe &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Name #e Tén Tén TEn TEn Tén Tén TEn Thn Tén
Executive Directors #1783
Nie Guoming (Chaiman) BA8(2E) 1,300 903 2,300 - - Iy - - 4,550
Lu Jie (Chief Executive Officer) EA (770 47) 1,200 2,840 2,300 - - 4% - - 6,386
Li Wenjin E3 ¢ 1,200 - 2300 - - 18 - - 3518
3,700 378 6,900 - - m - - 14,454
Independent Non-Executive BUkunES
Directors
Yip Wai Ming L 180 - 150 - - - - - 330
Wu Min 24 180 - 150 - - - - - 330
Man Kwok Kuen, Charles WEE 180 - 150 - - - - - 330
Totl et 540 - 450 - - - - - 99
4240 3743 1350 - - m - - 15,444
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36 BENEFITS AND INTERESTS OF DIRECTORS 36 EENBmRER (BBQTMRA (F
(DISCLOSURES REQUIRED BY SECTION 383 OF 622E ) 5638351 - A F (WEEEF
THE HONG KONG COMPANIES ORDINANCE (CAP. HERRE ($F62GE) REBEB L
622), COMPANIES (DISCLOSURE OF INFORMATION TRAARENEE) (@)

ABOUT BENEFITS OF DIRECTORS) REGULATION
(CAP. 622G) AND HK LISTING RULES) (continued)

(a) Directors’ and chief executive’s emoluments () EERTHARMS (8
(continued)

For the year ended 31 December 2016
BE-F-AFT-A=+-BLEE
Emoluments paid or receivable in respect of a person’s services as a director,
whether of the Company or its subsidiary undertaking
FEAREER (TRATAAIENBAAEH) BREAIERGMHE

Emoluments
paid or
recelvable
in respect
of director's
other services
in connection
Remunerations with the
Employer's paidor  management
Estimated ~ contribution receivable  of the affairs
money value toa inrespect of of the
of other retirement accepting  Company or
Discretionary Housing benefits benefit office s subsidiary
Fees Salary bonuses allowance (Note (a)) scheme asdirector  undertaking Total
HEFER
LIPS
HBRREH
Hf Az HEXEE  FHOEM
BHENEE  EIMRK  BBENR  REERT
we e BEEL REZH (Mia) RFHEER el fElEE &3t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Name #% TR Tin T TR TR T T TR TEL
Executive Directors YrES
Nie Guoming (Chairman) REHA (1) 1,000 826 2,300 - - 35 - - 4,161
Lu Jie (Chief Executive Officer) EA(fB##) 900 1,29 3231 - - I - - 5467
Li Wenjin £y e 800 - 2,300 - - 18 - - 3,118
2,700 2,122 7831 - - 93 - - 12,746
Independent Non-Executive BUFHOES
Directors
Yip Wai Ming 4t 162 - 120 - - - - - 282
Wu Min 28 162 - 120 - - - - - L)
Man Kwok Kuen, Charles XEE 162 - 120 - - - - - 282
Total 2 486 - 360 - - - - - 846
3,18 2,122 8,191 - - 923 - - 13,592
Note (a): Other benefits include leave pay, share options and Mizt(a) : HMAlmeEZ R  EkiE
insurance premium. RRBEA -
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Notes to the Consolidated Financial Statements

#n © B 55 R R Bl 51

36 BENEFITS AND INTERESTS OF DIRECTORS
(DISCLOSURES REQUIRED BY SECTION 383 OF
THE HONG KONG COMPANIES ORDINANCE (CAP.
622), COMPANIES (DISCLOSURE OF INFORMATION
ABOUT BENEFITS OF DIRECTORS) REGULATION
(CAP. 622G) AND HK LISTING RULES) (continued)

(b) Directors’ retirement benefits
None of the directors received or will receive any retirement
benefits during the year (2016: Nil).

(c) Directors’ termination benefits
None of the directors received or will receive any termination
benefits during the year (2016: Nil).

(d) Consideration provided to third parties for making
available directors’ services
During the year ended 31 December 2017, the Company
did not pay consideration to any third parties for making
available directors’ services (2016: Nil).

(e) Information about loans, quasi-loans and other
dealings in favour of directors, controlled bodies
corporate by and connected entities with such
directors
During the year ended 31 December 2017, there are no
loans, quasi-loans and other dealing arrangements in favour
of the directors, or controlled bodies corporate by and
connected entities with such directors (2016: Nil).

(f) Directors’ material interests in transactions,
arrangements or contracts
No significant transactions, arrangements and contracts in
relation to the Company'’s business to which the Company
was a party and in which a director of the Company had a
material interest, whether directly or indirectly, subsisted at
the end of the year or at any time during the year (2016:
Nil).

36 EEFEREZ (FBATKN (F
622%F ) 538351 - A F (HEEER
HEH)RTE ($6226E)REB L
TRAARENEE) (@)

(b) EBRHKER
FA BEE S WA K EUER
BRBHN (ZT—RFE) -

(0 E=RULEREER
FA- GBS S WA EUER
RIFBREREN (ZF—RF &) -

(d) BELESRBASE=FRENKE

BE_ZT—tFt+t-_HA=1t—HL
FE ARABEMREHEERER
FAE=ZTXNRE(ZT—RF:
') -

() FEUEE ZEHZEZAEER
ZEEENHAREBRAZIEAMN
EX EZERXREMAXZNESR

BE-2—+5+-A=+—AL%
B EEAMNES FEsEAR
BENSEENEHERAES
B ERRR IR DR (=
TREE) ¢

(H EBRAXS RFEISHPHERE
=
ARRREREERBILARAD
HAFTHARARREEERHAH
BEHREAEARamMRNFRALFAME
AEBRDATFENEARS  LHX
BH(ZT—RFE)-
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Five Years Financial Summary

hF itk 2

A summary of the published consolidated results and of the B KEXYBRELLEABRET D HE
consolidated assets and liabilities of the Group for the last five financial HMAEEBERERBRERED ABEAEER
years, as extracted from the audited financial statements and reclassified #HABEHBBEHEWT

as appropriate, is set as below:

2017 2016 2015 2014 2013
—E2-t& —T-XF ZT-RF T—MNF —T—=F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THER FET FHET FHET FTET

Results ¥&
Revenue KA 3,591,080 2,914,842 2,870,794 2,373,272 1,472,488
Gross profit E7 1,457,593 1,261,994 1,092,490 864,866 541,129
Operating profit T 428,023 689,093 657,973 463194 266,190
Profit for the year attributable to EAUNSIESESIN
the owners of the Company FE1EF R R 407,507 600,908 620,736 391,806 226,540
Financial position B RN
Assets and liabilities EERAR
Total assets BEE 5,232,216 4,433,063 4,080,199 3,334,313 2,832,808
Total liabilities rafm 1,335,150 931,780 989,600 786,133 745,686
Capital and reserves IR 7R I (i
Total equity HEmEEE 3,897,066 3,501,283 3,090,599 2,548,180 2,087,122
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