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GROSS PROFIT MARGIN
ER=R
2008 2009 2010 2011 2012
Year FE ZEEN\F ZETNF ZTTF —ZT—F =ZEB—-F
Gross Profit Margin (%)  EFIZE (%) 38.7 39.1 40.3 35.5 35.3
OPERATING PROFIT MARGIN
R
2008 2009 2010 2011 2012
Year FE —EENF _—_TENF _T-TF _T——F ZB-—=F

Operating Profit R R (%)
Margin (%) 23.8 20.4 23.8 18.8 17.0




Financial Highlights
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TURNOVER DAY SNOTE

B A g

2008 2009 2010 2011 2012
Year FE —EENF —TTEhNF E-TF —T——F ZB-=F
Inventory FE 124 134 126 157 105
Trade and bills receivables & U Bk 7k Kz & U 22 1% 190 149 137 167 152
Trade payable FERTER K 110 106 121 128 97
Cash conversion days IR ot H 8y 204 177 141 196 160
Notes k=3

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

year/365 days)

Trade and bills receivables turnover days = Gross trade and bills receivables balance as at

year end/(Turnover for the year/365 days)

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

the year/365 days)

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

— Trade payable turnover days

@R/ (FNEHRE3650)

H—ENRFUEE A 2

FEBEAR-FREFEEBREE/(FRHEKE,3658)
FEMRR AR R FE MR IR B B = F R IEUOR R R BRI A 4
FENIRFOEE A= FARENRREE (FRHERA,365H)

ReWRAN-FEAEERE+ERRERRELRREEEE

2012 2011
—E——F —T——%F +/(-)
For the year ended BZE+=-A=+-—H
31 December (in HK$'000) LHEE(FHRT)
Revenue WA 1,313,330 1,103,180 19%
Gross profit Es 464,187 391,702 19%
EBITDA EBITDA 226,631 210,596 8%
Operating profit LR 223,256 207,463 8%
Profit for the year (excluding the FEREF (TR IEERRE
share option scheme expenses) EER) 203,332 181,795 12%
Profit for the year FREH 182,959 181,795 1%
Research and development EER X
expenses (included in (BREETHEAR)
administrative expenses) (82,808) (52,695) 57%
At 31 December (in HK$'000) R+=—A=+—H(F#&x)
Total assets BERLE 2,193,760 2,006,038 9%
Total liabilities BEEE 382,926 404,884 (5)%
Total equity gk v 1,810,834 1,601,154 13%
Net current assets mEEEFE 1,800,340 1,590,110 13%
Per share (in HKS) R (BT
Earnings per share TR ZE T
— Basic — ®ER 0.176 0.175 1%
— Diluted — e 0.176 0.175 1%
Financial ratios B IELE =R
Gross profit margin FE = 35.3% 35.5%
Operating profit margin HE R T R 17.0% 18.8%
Net profit margin FEFEE 13.9% 16.5%
Current ratio BN R 5.7 49
Return on equity’ FEZS[EERT 10.1% 11.4%
Return on assets? EERR? 8.3% 9.1%
Notes B3
1 Return on equity = Profit for the year/Equity as at year end 1 REREE3R = FEEFFARERS

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

BERR=FEHFFREELE



Bank Card Transaction Flow of

Electronic Pagyment
RITREBEBFNXAMIE

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

Merchant
BE

(e.g. hotels, restaurants and retailers...)

(PIZmBfE - BRERTER...)

!
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Merchant Service Provider
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Commercial Bank or Third Party

Payment Service Provider
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EFT-POS Products
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Source: Analysys International, CSI

"»"EFT-POS terminal solutions providers sell EFT-POS products and provide
related services to merchant service providers and acquirers.

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

—

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

N

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

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

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

~

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

(for reference only)
SR nalEe (EHE2E)

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

During 2012, we launched two series of EFT-POS terminal products. They
are D-Series and Greener S-Series. In general, most of the products from
these two product lines are embedded with built-in Near Field
Communication (“NFC") function and able to accept all forms of cards. For
Greener S-Series products, we focused on our efforts in the utilization of
materials that are more environmentally-friendly and “greener” to our
environment.

M —F - AL R E RS 80 EFT-POS 4255 M & - B398 D RAIRIRIR S
R —RME ZMEEREPRABIERERAANETERE KRB
(INFC)ThEE - AIEMEERE - ERRSEINERTE - HMPBNERER
REVIIEL - B [ E]RE -

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

. Models: New (D-Series) D200, D210, D300
. —RRAFIE - ATREEVERE R SR IEEEA R ARARLERE R
B ENFCHIFE R E R
. AVgE « #3 (D &%) D200 + D210 * D300
D200 D210
D300
. General features: accept smart card, magnetic stripe card and

support credit, debit and a full range of prepaid products, including
gift cards and loyalty programs

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

. —ARRFIE - ATEEVER AR C B R  WERERFR - ERARERYIE
NER  EERIRERE

. AUGE - FTIRIRS 5 S80 ~ S90 + S58 + S78

S80 S90

S58 S78

Consumer Activated Devices HE &2 1ERH

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

. —RRAFIE - 4R 278 EFT-POS 4R M) B 15 18 1R
. AUEE + SP20 ~ SP30
SP20 SP30

Contactless Device FIZBR B FHRE

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

. Models: R50, R30

. —REME: ERIEBAINMR ATAZEAXATE B85
MasterCard &) PayPass }% Visa #) payWave
. A5 1 R50 * R30
R50 R30
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Simplified Corporate Chart
YNSIES T SES

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

100%

100%
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Simplified Corporate Chart
YNSIES T SES
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Directors and Senior Management

SSERSREERE

As at 14 March 2013, the date of the Report of the Directors, the
biographical details of the Directors and senior management of the
Company are as follows:

BOARD OF DIRECTORS

Executive Directors

NIE Guoming Chairman

Mr. Nie, aged 50, is the Chairman and an Executive Director of the
Company. He is responsible for the overall management and strategic
development of the Group. Mr. Nie has over 17 years of experience in
the card payment industry. He joined Pax Technology Limited (”Pax
Technology”) since founding of the company in 20 March 2000. He
was the vice president of Pax Technology from 20 March 2000 to 1
January 2001. He has been the president of Pax Technology from 2
January 2001 to 14 June 2010. He was appointed as the chairman of
Pax Technology since 14 June 2010. Mr. Nie previously worked as an
engineer in the Information Technology Department of the
Headquarters of China Merchants Bank in the PRC from 1996 to 1999.
Mr. Nie graduated from Tsinghua University in 1984 with a bachelor
degree in Radio Electronics and obtained a master 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.

JIANG Hongchun Chief Executive Officer

Mr. Jiang, aged 42, is the Chief Executive Officer and an Executive
Director of the Company. He is responsible for the overall management
of the Group's operations. Mr. Jiang was the vice president and the
chief executive officer of Hangzhou Pax Electric Technology Limited
from 7 March 2007 to 31 January 2008 and from 1 February 2008 to
14 June 2010, respectively. He was appointed as the chief executive
officer and president of Pax Technology since 14 June 2010. He has
over 17 years of experience in payment industry and meter solutions
industry. Mr. Jiang joined Schlumberger Technologies (Asia) Limited as
a technical support engineer in the Smart Cards & Terminal Division in
August 1993, and was promoted to senior engineer and product
manager for banking retail terminal in December 1994 and January
1996, respectively. He was a vice president of Beijing Future Information
Technology Co., Ltd., from 1 September 2001 to 28 February 2007,
where he was responsible for sales and marketing of point-of-sale
terminals, automatic teller machines and bank card processing
solutions. Mr. Jiang graduated from Shanghai Jiao Tong University (_E
BB AE) in 1992 with a bachelor’s degree in automatic control. He
was appointed as the Chief Executive Officer and an Executive Director
of the Company on 24 February 2010.
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Directors and Senior Mlanagement

sERSREER

LI Wenjin

Mr. Li, aged 49, 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 21 years of
experience in investment and administrative affairs. Mr. Li was the
Director of Hi Sun Information Technology Services Limited (“HSITSL")
from 1 August 1997 to 3 May 2005. HSITSL was a Hong Kong
company, which was a representative and purchasing office engaging
in general trading, and engaging in provision of consultancy services.
HSITSL provided consultancy services to Pax Technology from 2002 to
2003. Mr. Li is also the managing Director of Hi Sun Limited since 16
August 1999 and an Executive Director of Hi Sun Technology (China)
Limited (“Hi Sun”), being a substantial shareholder of the Company,
since 7 June 2001. He has also been appointed as an Executive Director
of both Hi Sun Limited and Hi Sun and certain of their subsidiaries. Prior
to joining Hi Sun Limited in 1999, he worked for several companies in
the PRC and Hong Kong, including Beijing Order Computer Company,
a system integration company, from 1994 to 1995 where he was
responsible for investment and administrative affairs. Mr. Li obtained a
master’s degree in law from the Peking University in 1989. He was
appointed as an Executive Director of the Company on 24 February
2010.

Independent Non-Executive Directors

YIP Wai Ming

Mr. Yip, aged 47, was appointed as an Independent Non-Executive
Director of the Company on 1 December 2010. Mr. Yip is currently an
Independent Non-Executive Director of BBMG Corporation (1t 3 & [
i3 B PR A 7)), Ju Teng International Holdings Limited (& & Bl B 42 A%
BBRAF]) and Far East Horizon Limited (R B Z{EHBR A7), and was
the deputy general manager of Yuzhou Properties Company Limited (&
M ZERZH AR A F)) in 2010 and the chief financial officer of Haier
Electronics Group Co., Ltd. (/8 ) & 22 £ B B R 2 7)) from 2004 to
20009, all of which are companies listed on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”). Prior to that, he had held senior
positions in other listed companies, an investment bank and an
international accountancy firm during the period from 1987 to 2003.
Mr. Yip graduated from The University of Hong Kong with a bachelor
degree in social sciences in 1987. He also holds a bachelor degree in
laws from the University of London. Mr. Yip is a fellow of the
Association of Chartered Certified Accountants, and a member of the
Hong Kong Institute of Certified Public Accountants and the Chinese
Institute of Certified Public Accountants.
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Directors and Senior Management

SSERSREERE

WU Min

Dr. Wu, aged 41, was appointed as an Independent Non-Executive
Director of the Company on 1 December 2010. Previously, Dr. Wu was
an assistant professor with The Hong Kong University of Science &
Technology Business School and The University of Hong Kong School of
Business. Dr. Wu has been teaching International Accounting
Standards, US Generally Accepted Accounting Principles and Chinese
Accounting Standards. Her academic research achievements in
identifying US accounting restatements and frauds were reported by
various media, including the Wall Street Journal, New York Times,
Business Week, Fortune, CNN, etc. Dr. Wu used to cooperate with
major accounting firms and the Public Company Accounting Oversight
Board (US) in research in the areas of accounting manipulation and
frauds by US listed companies. She also provides professional
interpretation and analysis services for investment funds on accounting
standards and on listed companies’ financial statements. Dr. Wu
graduated from Peking University with a bachelor degree in Economics
in 1994. Dr. Wu obtained a master degree in Economics from Tufts
University in 1996 and a Ph.D. in Accounting from Stern School of
Business, New York University in 2003.

MAN Kwok Kuen, Charles

Mr. Man, aged 54, 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 degree in laws in
1981. Mr. Man was admitted as a solicitor in Hong Kong in 1984 and
has practised as a solicitor at Joseph S. C. Chan & Co. (formerly known
as Chan and Lo) in Hong Kong since then. He is currently a partner of
Joseph S.C. Chan & Co.
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Directors and Senior Mlanagement

sERSREER

SENIOR MANAGEMENT
For the year ended 31 December 2012, Mr. Lu Jie, Mr. Luo Shaowen
and Mr. Lee Chris Curl were the Company’s senior management.

LU Jie

Mr. Lu, aged 48, is the President of Pax Computer Technology
(Shenzhen) Co., Ltd. ("Pax Technology (Shenzhen)”). He joined the
Group in August 2001 and is responsible for managing all the business
development, sales and marketing functions of the Group in China. Mr.
Lu has over 12 years of experience in sales and marketing in the
electronic payment industry and served a number of management
positions and executive role at a system integration company, Beijing
Order Computer Company from 1998 to 2001 including general
manager of insurance department, general manager of marketing
department and vice president of the company. He had also worked as
an engineer of the Ministry of Geology and Mineral Resources of the
PRC and the Chinese Academy of Geological Sciences from 1986 to
1994 and from 1994 to 1995, respectively. Mr. Lu holds a bachelor
degree from Chengdu Geology Institute. Mr. Lu obtained an Executive
Master of Business Administration degree from the Cheung Kong
Graduate School of Business in 2010.

LUO Shaowen

Mr. Luo, aged 44, is the Executive Vice President of Pax Technology
(Shenzhen). He is responsible for the procurement and supplies
activities, and oversees the finance of the operations in Shenzhen. Mr.
Luo graduated from Wuhan University with a bachelor degree in
economic management. Mr. Luo has over 16 years of experience in the
card payment industry and over 11 years of experience in financial
administration and supply chain management. He joined Pax
Technology (Shenzhen) in December 2004 as Chief Financial Officer.
Prior to joining the Group, Mr. Luo served various management
positions including general manager of the Zhuhai Branch of the Beijing
Order Computer Company.

LEE Chris Curl

Mr. Lee, aged 36, is the Group Financial Controller and Joint Company
Secretary of the Company. He is responsible for overseeing the business
development and the finance of the Group. He joined the Group as the
Group Financial Controller in August 2011. Mr. Lee graduated with a
Masters of Commerce degree from The University of New South Wales,
Australia and Bachelor of Commerce degree from University of
Wollongong, Australia. He is a member of Chartered Accountant in
Australia, Certified Public Accountant in Hong Kong, and chartered
holder of Financial Risk Manager in the United States. Previously, Mr.
Lee was the Group Finance Manager of a financial institution. Prior to
that, he was an auditor of an international accounting firm.
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Chairman’s Statement
FTHEHRS

Dear Shareholders,

On behalf of the board of Directors (the “Board”) of PAX Global
Technology Limited (the "PAX" or the “Group”), | am pleased to
present the annual report of the Group for the year ended 31
December 2012.

FINANCIAL RESULTS

The year 2012 was a fruitful year for the Group, when the Group's
turnover amounted to HK$1,313.3 million, representing a growth of
19% compared to HK$1,103.2 million in 2011. The annual sales
volume of electronic funds transfer point-of-sale ("EFT-POS") terminals
exceeded 1 million units, which is one of the meaningful milestones of
PAX. Profit for the year attributable to equity holders of the Company
was HK$183.0 million, representing a growth of 1% as compared to
HK$181.8 million in 2011. Excluding share option scheme expenses,
profit for the year attributable to equity holders of PAX was HK$203.3
million, representing a growth of 12% as compared with last year.
Basic earnings per share for the year was 17.6 HK cents (2011: 17.5 HK
cents).

In 2012, the China market recorded turnover of HK$918.9 million,
representing an increase of 22% as compared to HK$755.3 million in
2011. The increase in turnover of China segment was attributable to
the high growth of the whole industry, in particular the strong demand
brought about by rapid expansion of third-party payment service
operators (the “Operators”). PAX achieved an outstanding market
share in this segment. Apart from this, the increasing demand of
vertical applications also benefited to the market growth, which made
an increasingly remarkable contribution to the domestic revenue of
PAX.

The overseas market turnover of the Group was HK$394.4 million in
2012, representing an increase of 13% as compared to HK$347.9
million in 2011. The increase in overseas market turnover during the
year was mainly attributable to increased sales to emerging markets
explored in the recent years such as Europe, Middle East and Africa
("EMEA") business unit. Mature markets including the United States of
America and Canada (“USCA") business unit also recorded a notable
growth. Moreover, the share of overseas market in aggregate turnover
was to 30%, as compared to 32% in the corresponding period last
year.

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

OUTLOOK

As stated in The Nilson Report, an authoritative magazine on payment
industry published in November 2012, PAX was ranked number 4
globally in terms of volume of EFT-POS terminals shipped in
2011(number 7 in 2010). Among the top 10 EFT-POS terminals solution
providers, we reached the fastest growth with an annual growth rate
of 83%, which in turn proved PAX's vitality and its industry position in
the world. We firmly believed that the ranking of PAX will reach
another new height going forward.

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

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

Except for provision of the greater technical support to existing partners
and distributors worldwide, PAX is further enhancing its marketing. In
order to achieve the “"GLOBAL PRESENCE”, we have looked for more
local partners with solid reputations and operating capacity, especially
in Europe, South America and the Commonwealth of Independent
States. At the same time, we also increased the members of our
international sales team to provide more services to overseas customers.
We will strengthen our expansion in South America, the USA, Africa,
Middle East, Europe Region and other “BRIC countries” next year. We
look forward to hearing good news from each market.

R&D capability is one of the Group’s key competitive advantages. We
established our Northern Chinese R&D team in Zhongguancun, referred
to as “China’s Silicon Valley”. The total number of employees in PAX's
R&D team increased by approximately 30% as compared to 2011,
which evidenced our commitment to R&D investment as a National
High and New Technology Enterprise in the PRC. The Group will invest
more resources and enlarge the team to develop new products and
perfect existing products to cater to different global users’ needs. Apart
from this, PAX will actively seek acquisition and merger opportunities
with technology enterprises which can provide technological know-
how or strengthen our upstream supply chain management to boost
our R&D capability. Management believes the above forward looking
strategies will lead us to move a step closer to our goal — “To become
one of the leading players in the global market”.

ACKNOWLEDGEMENT

On behalf of the Board, | would like to take this opportunity to express
my utmost gratitude to our customers, bankers, suppliers, business
associates and most valued shareholders for their continuous trust and
support to the Group and to our dedicated Directors, management and
staffs for their valuable contributions in 2012. | look forward to
achieving further brilliant performances in the future.

Nie Guoming
Chairman

Hong Kong, 14 March 2013
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The Group is an EFT-POS terminal solutions provider principally engaged
in the development and sale of EFT-POS products and provision of
related services (collectively the “EFT-POS terminal solutions business”).
The Group is one of the leading suppliers in the EFT-POS terminal
solutions market in China and one of the most active international
players. Our EFT-POS terminal solutions are sold in over 70 overseas
countries and regions including the United States, Canada, Singapore,
Taiwan, Hong Kong, Japan, New Zealand, France, Finland, Saudi
Arabia, South Africa, Nigeria, Brazil and Russia. Currently, we work
with over 35 distributors and partners worldwide.

MARKET OVERVIEW

In recent years, active merger and acquisition activities within the
industry presented PAX with enormous business opportunities in both
mature and emerging markets. After years of effort, PAX's global
market share has recorded notable growth. China is still the Group’s
major source of income. Meanwhile, the contribution from overseas
market (excluding Mainland China) to the Group’s income gradually
increases with the approximate percentage to the total turnover rising
from 14% in 2008 to 30% in 2012. It is expected that the proportion
of turnover from overseas market to the total turnover will continue to
increase in the coming years. This trend has propelled us forward
towards our goal: to become one of the leading EFT-POS terminal
solutions providers in the world.

CHINA MARKET

Continuing improvement in bank card acceptance
environment and growth in card payment transactions
According to The People’s Bank of China, the number of in-network
bank card merchants reached over 4.83 million by the end of 2012
(2011: 3.18 million) and in-network EFT-POS terminals grew to over
7.12 million sets by the end of 2012 (2011: 4.83 million sets) in China.
Today, the penetration of EFT-POS terminals in China is still relatively
low, creating vast potential growth opportunities within the industry.
Consumers in China are becoming accustomed to using bank cards in
settling their payments and purchases. A total of 3.534 billion bank
cards had been issued in China as at the end of 2012, representing a
growth of 19.8% as compared with the end of 2011 and each
individual on average held approximately 2.64 bank cards as at the year
end of 2012. The habit of settlement and acceptance of payment and
purchases with bank cards have been successfully extended to medical,
education, transportation, insurance and telecommunication services
from traditional commercial retail, food and beverage and hotels etc.
China has become one of the biggest bank card issuers, the fastest
growing markets, and the countries with the most potential in the
global bankcard business industry.

and Analysis
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Second and third tier cities and rural areas as another
point of growth driven by government policy

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

New market patterns created by third-party payment
service operators

As at 31 December 2012, the People’s Bank of China issued payment
licenses to more than 190 third-party payment service Operators. Over
40 of those have acquiring licenses. Those licensed Operators have
commenced installing EFT-POS terminals in merchants. Most of those
merchants were a customer group previously neglected by financial
institutions. Demand in this new market sector has had multifold
growth, which was much higher than that in other market sector. We
anticipate that the Operators will strengthen the expansion for rolling
out their EFT-POS terminals networks in the next three years. The
acquiring business market will be likely divided into three sectors,
namely China UnionPay Merchant Services ("UMS"), financial
institutions and the Operators in the near future. The rapid expansion
of the Operators improved our customer concentration ratio and
brought more growth to the industry.

14 PAX GLOBAL TECHNOLOGY LIMITED e ANNUAL REPORT 2012

BEFBEREES T =SB THNENEE
BRmiEs—ERE

DEEmE - = &8 m SR ENMEFT-
POS 4 im i 2 iE Kir R — WM - BEEER
KOERRAERR - BRI PEEHRTT
RHE A SRR MRR - JFERNEE T RTT
FHEL RMGEHER - FEARRITHZ X
RS A (AR EENIEE SR
BRENEEER | YHBRHE ENEX
MRBIRE | ERMNEEESE -
i SRS BEE R RN EEEIER S
WHBEFT-POS i im 2 R R A B S E AT
B fzREEETENITTABNCREED
DA FE 5 3E I BC B EFT-POS 4R - i itk 48 &
NEeEBEBABEREENRER,  HME
WAL ZEEMEHTIHMILE -

BN 1=

E=AXNEEBRAEHOTEER

HE_Z——F+_-_A=+—HIt  FEAR
BITARIBIORE- AL FEEEEHI
fRRR . ERBBAOREERHEENEEE - %
HIFELERCEERRE AP R EFT-POS K&
M MELEPRZER AT BT 2
B R A - ILFTIE ISR T REHREN
R RERBNEMTISRE - HAEEERR
=S R A E R EFT-POS ARk # 4 48 10 R R I 5R
Hlo ETRAMBR  WEEHMBRAES
R RRE S ((RERSE]) - SaEEME
BE=HAKTHWRMA - 8RR RITANE
TRMEFNERE  WAITTESRELZ/IG
E °



Management Discussion
SR zslmEa N i

OVERSEAS MARKET

Significant room for growth in emerging market

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

Mass opportunities from new certifications’ requirements
and technology advancement

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

Expansion opportunities from Europay, MasterCard and
Visa (“EMV") migration and industry consolidation

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

and Analysis
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FINANCIAL REVIEW

The key financial figures for the year ended 31 December 2012 are

extracted as follows:

$ot 765 [ R
BE-T-—F+-A=+-ALFENEE
BB BUSRBIAT ¢

For the year ended 31 December

BEt+t-A=1+—HLEE

2012 2011
—E-=fF —E——F
HK$’'000 HK$'000
FTHET FHT +(-)
Revenue WA 1,313,330 1,103,180 19%
Gross profit EF 464,187 391,702 19%
Other income EH A 28,408 41,712 (32)%
Other gains — net Hilwzs — 58 1,671 - 100%
Selling expenses SHERY (113,674) (124,100) (8)%
Administrative expenses THEH (157,336) (101,851) 54%
Operating profit 5 s F 223,256 207,463 8%
Income tax expense R = (40,297) (25,668) 57%
Profit for the year attributable RNARIEREFFE ATENL
equity holders of the Company FE 5 A 182,959 181,795 1%
EBITDA EBITDA 226,631 210,596 8%
Research and development expenses  #ff355i 52
(included in administrative expenses) (BEFETEEHRA) (82,808) (52,695) 57%
As at 31 December
R+=—HA=+—H
2012 2011
—E--F —E——F
HK$°000 HK$'000
FET FHT +(-)
Total current assets MBEERE 2,183,266 1,994,994 9%
Total non-current assets FRBEELE 10,494 11,044 (5)%
Total assets BEBE 2,193,760 2,006,038 9%
Total liabilities BEBE 382,926 404,884 (5)%
Net current assets mEVEEFE 1,800,340 1,590,110 13%
Total equity T AEER 1,810,834 1,601,154 13%
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For the year ended 31 December

BEt-A=T-HLEE

2012 2011
—B-—fF —E——fF +(-)
PER SHARE DATA BRYE
Earnings per share for the profit NAFERFTE A
attributable to equity holders FEAE 5 MY AR B
of the Company
— Basic (HK$) — BEAR(ETT) 0.176 0.175 1%
— Diluted (HK$) — #5E (B T) 0.176 0.175 1%
For the year ended 31 December
BE+T-A=+t—HLHFE
2012 2011
—E-=fF =%
FINANCIAL RATIOS B &=
Gross profit margin ESV AR 35.3% 35.5%
EBITDA margin EBITDA X 17.3% 19.1%
Net profit margin b s 13.9% 16.5%

Revenue

Turnover increased by 19% or HK$210.1 million to HK$1,313.3 million
for the year ended 31 December 2012 from HK$1,103.2 million for the
year ended 31 December 2011. Turnover from the China market grew
by 22% year on year or HK$163.6 million to HK$918.9 million.
Similarly, turnover from overseas market grew by HK$46.5 million to

HK$394.4 million, representing a growth of 13%.

Sales by Product Category
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For the year ended 31 December

BEt-A=T—-HLEE

2012 2011

—E——F =%

HK$°000 HK$'000
FET FET +(-)
EFT-POS terminals EFT-POS #% b i 1,168,755 945,107 24%
Consumer activated devices SHEEIRIERE 104,072 116,206 (10)%
Contactless devices B ERERE 14,396 19,904 (28)%
Services AR 7 18,459 13,749 34%
Others* H A * 7,648 8,214 (7%
1,313,330 1,103,180 19%
* Amount mainly represented accessory items sold to customers. Examples of such * FHcBEFEENEFPHENEY - EHEHERR

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

EFT-POS Terminals

Turnover from the sale of EFT-POS terminals increased by 24% to
HK$1,168.8 million for the year ended 31 December 2012 from
HK$945.1 million for the year ended 31 December 2011. Turnover
growth has been driven by the increase in both China and overseas sale
during the year. Emerging markets in EMEA regional business unit
contributed significantly to growth in overseas sale.

Meanwhile, bankcard payment has been gaining increasingly popularity
in China. Besides UMS, financial institutions and the Operators have
been aggressively building their EFT-POS networks in order to capture
the benefits from the rising usage of electronic payment and high levels
of retail consumption in China. Furthermore, recent state policies have
also encouraged the building of electronic transaction networks, which
further fuels the fast growth of EFT-POS terminals demand.

Consumer Activated Devices

Turnover from the sale of consumer activated devices decreased by
10% to HK$104.1 million for the year ended 31 December 2012 from
HK$116.2 million for the year ended 31 December 2011.
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Contactless Devices

Turnover from the sale of contactless readers decreased to HK$14.4
million for the year ended 31 December 2012, and by 28% from
HK$19.9 million for the year ended 31 December 2011. The fall in
demand was mainly because that our upgraded EFT-POS terminals
generally have built-in contactless card reader.

Services

Turnover from provision of services increased by 34% to HK$18.5
million for the year ended 31 December 2012 as compared to HK$13.7
million for the year ended 31 December 2011. Maintenance services
made up the bulk of service income and were mainly generated in
Hong Kong, and contributed most part of the service income growth.

Sales by Geographical Region

68% 32% 70%

and Analysis
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30% RIS
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BN

2011 2012
For the year ended 31 December
BE+-A=+—-BLFE
2012 2011

—E-C-F —T——F +(-)
China market 5 918,935 755,329 22%
Overseas market BHNTIS 394,395 347,851 13%
1,313,330 1,103,180 19%

* China market and overseas market turnover classification is according to locality of ~ * FEITT5 RGN 5 & FE R R E PR E] 5

customers.
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Turnover generated from the China market increased by 22% to
HK$918.9 million for the year ended 31 December 2012, from
HK$755.3 million for the year ended 31 December 2011. Relatively low
EFT-POS penetration rate, strong economic growth, high levels of retail
consumption, and the successful promotion and acceptance of bank
cards, loyalty cards, and social security cards generated demand for
EFT-POS terminals. In addition, UMS, financial institutions and the
Operators in China continually placed EFT-POS terminals in merchants
and provided related services to capture market share in one of the
fastest growing markets in the world.

Turnover generated from the overseas market increased by 13% to
HK$394.4 million for the year ended 31 December 2012 from
HK$347.9 million in last accounting year. Overseas market turnover
contributed to 30% of total turnover compared with 32% in last
accounting year. The increase was mainly attributable to increased
segmental sales in EMEA and USCA regions. The Group has
continuously expanded its international market presence in countries
including Canada, Dominica and Brazil in the Americas, Uzbekistan,
Kazakhstan and Tajikistan in Middle Asia, Latvia, Finland and France in
Europe, Kuwait and Turkey in the Middle East, Nigeria in Africa as well
as Japan and Australia in Asia Pacific. As at 31 December 2012, we had
over 35 (2011: over 30) overseas distributors and partners worldwide.

Gross Profit Margin

Gross profit margin for the year ended 31 December 2012 was 35.3%,
slightly dropping 0.2 points as compared with 35.5% in last accounting
year. We consider that our gross profit margin still maintains at a
healthy level.

Other Income

Other income is comprised primarily of value added tax refund, interest
income and subsidy income. It decreased by 32% to HK$28.4 million
for the year ended 31 December 2012 from HK$41.7 million in last
accounting year. The decrease is mainly due to the decrease of value
added tax refund but the decrement impact was partly offset by the
increase of interest income and investment gain.

Other Gains — net

The Group purchased listed securities during the year ended 31
December 2012. The securities were classified as financial assets at fair
value through profit or loss. Changes in fair values of financial assets at
fair value through profit or loss are recorded in ‘other gains — net’,
which amounts to HK$1.7 million during the year 2012. There is no
such item in prior accounting year.
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Selling Expenses

Selling expenses decreased by 8% to HK$113.7 million for the year
ended 31 December 2012, from HK$124.1 million for the year ended
31 December 2011. The decrease was mainly attributable to the sharp
decrease of maintenance service expenses but which was partly offset
by the increment of sales commission expenses.

Administrative Expenses

Administrative expenses increased by 54% to HK$157.3 million for the
year ended 31 December 2012 from HK$101.9 million in the preceding
financial year mainly reflecting the increase in research and
development costs and share option scheme expenses.

Net Profit and Net Profit Margin

As a result of the foregoing, the net profit for the year attributable to
the equity holders of the Company increased by 1% to HK$183.0
million for the year ended 31 December 2012 from HK$181.8 million
for the year ended 31 December 2011. Excluding share option scheme
expenses, profit for the year attributable to equity holders of PAX was
HK$203.3 million, representing a growth of 12% as compared with
last year.

The net profit margin decreased to 13.9% for year ended 31 December
2012 from 16.5% in the preceding financial year mainly as a result of
our reduction in other income and increase in effective tax rate.

OUTLOOK

To date, PAX has sold more than 3 million EFT-POS terminals in over 70
countries and district regions and worked with over 35 distributors and
partners worldwide since the establishment of the Group. In a report
issued by The Nilson Report in November 2012, PAX was ranked
number 4 globally in terms of volume of EFT-POS terminals shipped in
2011.
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CHINA MARKET

PAX is one of the leading players in EFT-POS terminal solutions market
in China. UMS, financial institutions and the Operators are some of our
largest customers. China is one of the fastest growing economies in the
world with huge commercial growth potential yet to be tapped. Over
the past several years the surge in Chinese consumer spending and the
public’s increasing demand for safer and more secure payment
methods have formed the foundation upon which the EFT-POS terminal
solutions industry can flourish. Research has indicated that the number
of EFT-POS terminals installed in China is less than 4 terminals per
1,000 inhabitants in 2011 as compared to an average of 23 installed
EFT-POS terminals per 1,000 inhabitants in certain mature markets.
With such a low EFT-POS terminal penetration rate, the increased
acceptance of card payment transactions, the ease of obtaining credit
cards by consumers and the PRC government’s support in developing
the country’s electronic payment infrastructure are just a few factors
expected to continually drive demand for EFT-POS terminals in China.

EFT-POS terminal buyers such as financial institutions are expected to
continue to aggressively install terminals in merchants in order to
develop their bank cards acquiring businesses and take profit from one
of the fastest growing payment markets in the world. Some Operators
will continue to install terminals in merchants. Collectively these trends
should further improve the EFT-POS terminal penetration rate. Under
the special economic system in China, industries such as mobile
communication, oil, electricity, rail and public transportation have
cornered the market and core enterprises have formed larger scale
closed payment networks in its industry. Vertical applications in these
special industries have much room to grow. With respect to the China
market, the Group will continue to focus on R&D, technical support
and service, strengthening client relationships and sales networks to
consolidate our leading position in China.

OVERSEAS MARKET

Overseas market including Hong Kong, Macau and Taiwan accounts for
more than 80% of global market share. Therefore, this is clearly a huge
market for PAX. Overseas market provides extra business growth and
diversifies our business risk. Since 2000, PAX has invested extensively in
R&D to ensure our mainstream products comply if not exceed most
international industrial standards and are accredited with international
industrial recognized certifications. For more than ten years, we have
invested significant resources in building our sales network, worked
tirelessly with our international partners and formed specialized teams
to focus on individual markets, including EMEA, Latin American and
Commonwealth Independent States (“LACIS"), Asia Pacific (“APAC")
and USCA. In recent years, our significant sales growth in overseas
market has attested to our efforts.
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USCA and Latin America have population of 300 million and 500
million respectively, which are one of the biggest markets in the world.
Based on the information in The Nilson Report, the two markets
accounted for more than 27% of the global shipment volume of EFT-
POS terminals in 2011. EMV migration in order is a highlight of the
growth in the United States market. In 2008, we established a local
company and built a regional team in the United States. By leveraging
on the four years of regional and practical experience, we have
furthered our understanding of the local market that the quality,
stability, reputation, provision of support services and software platform
of products are the important purchase considerations, not just prices.
Last year, the significant increase in the United States sales amount and
volume was a reaffirmation of PAX's brand, product technology and
quality. We have employed more sales personnel to serve increasing
customers, while major mature products completed most certifications
in 2012. We have invested in the Latin America region for many years
and particularly focused on Brazilian market. Brazil has a large
population, private consumption is one of major growth drivers of the
national economy and most Brazilians use their credit cards, which
drives large sale volume of EFT-POS terminals in the market every year,
with a much higher security requirement than other counties. With a
commitment to promote electronic payment by Brazilian government,
as well as drives launched by the World Cup and the Olympic Games,
the market should achieve further growth. We have explored this huge
market with famous local partners. PAX prepared extensively with rich
experience, complete product line, stable products and solid reputation
as well as strong partners for USCA and Latin American markets. We
firmly believe that, in addition to Commonwealth of Independent
States, Middle East and Africa, the USCA and Latin America are two
international markets with growth drivers for PAX.

OVERALL MANAGEMENT STRATEGIES

Looking forward, PAX will continue to focus on consolidating and
enhancing our strong position in China through (i) continuous
development of innovative products that meet customers’ demands
and capture new market segments; (ii) enhancement of our R&D
capability; (i) expansion and optimization of our sales and after-sales
service networks and enlargement of the scope of business and our
market share in major international markets; (iv) potential merger and
acquisition or partnership opportunities that can enhance technological
know-how or market share.

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

During the year, the main source of funding to the Group was the
proceed generated from operating activities of usual course of business
of the Company and surplus of proceeds from over-allotment of shares
pursuant to the Global Offering last year. Certain financial data are
summarised as follows:

B MR E SRR

RAFE  AEENIZESCRBARNRR—
REERDTEEMEENBRAREZFRES
BREE BB ERD A ERARE - 5 THMH
EtdmT

As at 31 December

Rt+t=A=+—~H
2012 2011
—E——F —ET——%F
HK$’000 HK$'000
THET FHET
Cash at bank and on hand BITRF RS 1,358,426 1,152,291
Net current assets MEEEFRE 1,800,340 1,590,110
Net cash generated/(used in) EEEEL (TR
from operating activities ReFE 201,988 (19,488)
Net cash generated from financing activities — g& EFBELNIE S IFEE - 91,674
As at 31 December
R+=HA=+—8H
2012 2011
—B—=F —E——%
Current ratio (times) BN () 5.7 4.9
Quick ratio (times) RENL R (%) 5.1 4.2

As at 31 December 2012, the Group had cash at bank and on hand
and short-term bank deposits of HK$1,358.4 million (2011:
HK$1,152.3 million) and no short-term borrowings (2011: Nil). As at 31
December 2012, the Group reported net current assets of HK$1,800.3
million, as compared with HK$1,590.1 million as at 31 December 2011.
For the year ended 31 December 2012, net cash generated from
operating activities was HK$202 million, as compared with net cash
used in operating activities of HK$19.5 million for the year ended 31
December 2011. For the year ended 31 December 2012, there was no
net cash used in or generated from financing activities as compared to
net cash inflow of HK$91.7 million from financing activities for the year
2011 which was mainly attributable to the proceeds from over-
allotment of shares pursuant to the Global Offering.

Capital Structure and Details of Charges

As at 31 December 2012, the Group did not have any borrowings or
charge on Group asset, the gearing ratio is not applicable (2011: Nil).
As at 31 December 2012, approximately HK$469.2 million, HK$727.1
million, HK$161.6 million and HK$0.5 million (2011: HK$315.3 million,
HK$709.5 million, HK$125.9 million and HK$1.5 million) of the
Group's cash balances were denominated in Renminbi (“RMB”), Hong
Kong dollar (“HK$"), US dollar (“US$") and Euro (“EUR") respectively.
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Significant Investment
Save as disclosed in this annual report, the Group has no significant
investment held as at 31 December 2012.

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 2012 (2011: Nil).

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

As at 31 December 2012, the planned and utilized amounts of usage
of total net proceeds are as follows:

and Analysis
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Planned Utilized
amount amount
FrTESH cEAeR
HK$ million HK$ million
BEATR BE#ER
Enhancing research and development effort A1 RIS A 322.4 106.1
Expanding distribution network TRy EPE 120.8 76.8
Potential merger and acquisition BT 282.1 -
General working capital —REEED 80.6 80.6
805.9 263.5

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

material investments or capital assets as at 31 December 2012.

Exchange Rates Exposure

The Group derives its turnover, makes purchases and incurs expenses
denominated mainly in RMB, HK$ and US$. The majority of assets and
liabilities are denominated in RMB, HK$ and US$, and there are no
significant assets and liabilities denominated in other currencies.
Currently, the Group has not entered into agreements or purchased
instruments to hedge the Group’s exchange rate risks. Any material
fluctuation in the exchange rates of HK$ or RMB may have an impact
on the operating results of the Group.
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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 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
2012.

Human Resources and Remuneration Policies

The total number of employees of the Group as at 31 December 2012
was 558. The following table shows a breakdown of employees of the
Group by functions as at 31 December 2012:

and Analysis
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Management S E 12
Sales and after-sales services and marketing HE NERBRSIARTIGHE 183
Research and development % 303
Quiality assurance Hig 13
Administration and human resources TEREANER 14
Accounting &5 12
Production, procurement and inventory control EE - BB RTFEES 21

558

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

Disclaimer:
Non-GAAP measures

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

EXREBHRS

The Board is pleased to present this Corporate Governance Report in
the Group's annual report for the year ended 31 December 2012.

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

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

CORPORATE GOVERNANCE PRACTICES

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

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

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

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

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code") as set out in Appendix
10 to the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (“Listing Rules”).

Specific enquiry had been made to all the directors of the Company (the
“Directors”) and the Directors have confirmed that they have complied
with the Model Code throughout the year ended 31 December 2012.
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The Company has also established written guidelines with exact terms
as set out in Appendix 10 to the Listing Rules for securities transactions
by employees who are likely to possess inside information of the
Company.

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

THE BOARD

Responsibilities

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

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

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

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

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

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

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

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

The Board comprises the following Directors:

Executive Directors:

NIE Guoming (Chairman)

JIANG Hongchun (Chief Executive Officer)
LI Wenjin

Independent non-executive Directors:
YIP Wai Ming

WU Min

MAN Kwok Kuen, Charles

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

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

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

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

Each of the executive Directors has entered into a service contract with
the Company for a term of three years from 20 December 2010 unless
and until terminated by either the Company or the Directors giving to
the other a notice of not less than three months.
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Training for Directors

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

All Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills. The
Company has arranged in-house trainings for Directors in the form of
seminar and provision of training materials. A summary of training
received by Directors during the year ended 31 December 2012
according to the records provided by the Directors is as follows:

Name of Directors

29
EHZEEFTNRVEZCHESHB A
R B BB A N R 5 FOEAE - tbsh - A
RABRFERBERREENEI  REEF
MAE NEMBETHATEEES -

RAREBHLBESSEBFETERE  UH
MR EEHESNME R ARFEEBRE
T e hAESREEIEN  AESLH
R - RIFERRENZE  BEREE
—E-CF T A=t BUFEEZNE
BET

Training on corporate
governance, insider
information, investment policy
and other relevant topics
XER ABHEE
REBKRRHAWHEEEERNE

EEgE

Executive Directors BITES

Nie Guoming F=E A

Jiang Hongchun BtE

Li Wenjin FEXE
Independent non-executive Directors BYkHITES
Yip Wai Ming &R

Wu Min R

Man Kwok Kuen, Charles S

Directors’ and Officers’ Liabilities

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

Board Meetings and Directors’ Attendance

Regular Board meetings were held four times during the year for
reviewing and approving the financial and operating performance, for
approving the final results for the year ended 31 December 2011,
interim results for the six months ended 30 June 2012, quarterly results
for the three months ended 31 March 2012 and 30 September 2012
and considering and approving the overall strategies and policies of the
Company.
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The individual attendance record of each Director at the four regular
quarterly meetings of the Board (not including other ad hoc meetings
of the Board held from time to time), Audit Committee meetings,
Nomination Committee meeting, Remuneration Committee meeting
Independent Board Committee meetings and general meetings during
the year ended 31 December 2012 is set out below:

EEEREE_T——_F+A=+—HIHF
EHENESREZEEE 2 (TREEMLT
RETWTETHEFSEH) EREEeS
# REZEGER FHNEESEE B
BEEZEgga RRERARENERNCHERT W
T

Attendance/Number of Meetings

BRLEBIRE
Independent
Audit Nomination Remuneration Regular Board
Committee  Committee =~ Committee Board  Committee
Meetings Meeting Meeting Meetings Meetings General
BEREEE REZEE FHEEE EREEEg BIES Meetings
Name of Directors EE#H g3 =f = g3 ZEBEg88= BREAE
Nie Guoming =B NATER NATER NATER 4/4  N/A RiEH 2/2
Jiang Hongchun BRE NATEA NATER NATER 44 N/A T 212
Li Wenjin FNE N/A i m”n 11 4/4  N/A TEA 2/2
Yip Wai Ming HEHH 2/2 11 11 4/4 2/2 2/2
Wu Min R #® 2/2 11 11 4/4 212 22
Man Kwok Kuen,
Charles i 22 NATER  NATEA 4/4 212 212
* Not all Directors are required to attend the rest of the meetings which mainly deal ~ * WIRREEHANE T EZRENTRROETLA
with implementation of executive policies and administrative routine. BITBROE#EH -
Practices and Conduct of Meetings EERERARER

Annual meeting schedules and draft agenda of each meeting are
normally made available to Directors in advance.

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

Board papers together with all appropriate, complete and reliable
information are sent to all Directors at least three days before each
Board meeting or committee meeting to keep the Directors appraised
of the latest developments and financial position of the Company and
to enable them to make informed decisions. The Board and each
Director also have separate and independent access to the senior
management whenever necessary.
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The Company Secretary attends all regular Board meetings and when
necessary, other Board and committee meetings to advise on business
developments, financial and accounting matters, statutory compliance,
corporate governance and other major aspects of the Company.

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

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

Chairman and Chief Executive

According to Code Provision A.2.1 of the CG Code, the roles of the
Chairman and the Chief Executive Officer (the "CEQ"), performed by
Mr. Nie Guoming and Mr. Jiang Hongchun respectively, are separate in
order to ensure a clear distinction between the responsibilities of the
Chairman and the CEO. There are clear divisions of responsibilities of
management of the Board and the day-to-day management of the
Company'’s business between the Chairman and the CEO to ensure a
balance of power and authority of the Board for decision-making.

The Chairman provides leadership and is responsible for the effective
functioning of the Board in accordance with good corporate
governance practices. With the support of the Company Secretary and
the senior management, the Chairman is also responsible for ensuring
that the Directors receive, in a timely manner, adequate information,
which must be accurate, clear, complete and reliable, and appropriate
briefing on issues arising at Board meetings, and that all key and
appropriate issues are discussed by the Board in a timely manner.

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

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

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

During the year ended 31 December 2012, the Board at all times met
the requirements of Rule 3.10(1) and Rule 3.10(2) of the Listing Rules
relating to the appointment of at least three independent non-
executive Directors with at least one independent non-executive
Director possessing appropriate professional qualifications, or
accounting or related financial management expertise. To comply with
Rule 3.10A, independent non-executive Directors represented at least
one-third of the Board throughout the year ended 31 December 2012.

The Company has received written annual confirmation from each
independent non-executive Director of his/her independence pursuant
to the requirements of Rule 3.13 of the Listing Rules, which confirmed
to the Company that he/she has met the independence guidelines set
out in the Listing Rules during the year ended 31 December 2012.

BAKFITES

BUFRTESREFTETREZH XL
HEANE  KRIEIAE - 2RBIIFNT
EEERTERESNBECENEEREERS

HEREEZRE  HARABMIHIELED
EE R

BUFRTESERALE  RFELEXE
BEESBEZET GHFHR—F WU8F
BE - YREBEAREREE - HOERN TR
S—HBEEANPRMEANEEEAN - BIHE
EMA TR RMERKER BEXEER
NETREE BB T HAREER DR RETEE
REREEREETUBRRERE)  MIFHIE
HASZ BNR IE M B R RS -

ARV EZRBEURTESTMEF RS —F
BN TEFRBEEFEA RS EERN SR
HRVHEBRSENENRTE - BFE ETHR
BIEE310AE  REBEE-Z——F+-_A=+—
BIEREFE  BUFENTESALESSN

BABEL=D—"-

ARREEESBIIIFNTESRIE LHRA
EI3BEREMELBREBL S DNFERE
RERARAER BRERBE-_T——F
TA=T—HLEFEHFTE ETRRMEE
T E DS e

BERKRMEERARF ¢« —T——FF# 33



Corporate Governance Report

EXREBHRS

BOARD COMMITTEES

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

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

Audit Committee

YIP Wai Ming (Chairman)
WU Min

MAN Kwok Kuen, Charles

Nomination Committee
WU Min (Chairman)

YIP Wai Ming

LI Wenjin

Remuneration Committee
YIP Wai Ming (Chairman)
WU Min

LI Wenjin

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

Audit Committee

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

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

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

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

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

The Audit Committee held two meetings during the year ended 31
December 2012 to review the financial results and reports, financial
reporting and compliance procedures, internal control system and risk
management review and processes and the re-appointment of the
external auditors.

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

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

The Company’s annual results for the year ended 31 December 2012
have been reviewed by the Audit Committee.
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Nomination Committee

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

The Nomination Committee carries out the process of selecting and
recommending candidates for directorships by making reference to the
balance of expertise, skills, experience, professional knowledge,
personal integrity and time commitments of such individuals, the
requirements of the business of the Group and other relevant statutory
requirements and regulations. An external recruitment agency may be
engaged to carry out the recruitment and selection process when
necessary. The Nomination Committee held one meeting during the
year ended 31 December 2012 to review the re-appointment and re-
election of Directors and the adoption of the procedures for proposing
a person for election as a Director.

Pursuant to the Company’s bye-laws 84 and 85, Mr. Yip Wai Ming and
Mr. Man Kwok Kuen, Charles, both are independent non-executive
Directors, shall retire by rotation and being eligible, will offer
themselves for re-election at the 2013 annual general meeting.

The Board recommended the re-appointment of the retiring Directors
standing for re-election at the 2013 annual general meeting of the
Company.

The Company’s circular dated 20 March 2013 contains detailed
information of the retiring Directors standing for re-election.

Remuneration Committee

The Remuneration Committee was established by the Board on 1
December 2010. The primary objectives of the Remuneration
Committee include making recommendations to the Board on the
remuneration policy and structure and remuneration packages of the
Directors and the senior management. The Remuneration Committee is
also responsible for establishing transparent procedures for developing
such remuneration policy and structure to ensure that no Director or
any of his/her associates will participate in deciding his/her own
remuneration, which is determined by 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 determination of the annual
remuneration packages of the Directors and the senior management
and other related matters. The human resources department is
responsible for collection and administration of the human resources
data and making recommendations to the Remuneration Committee
for consideration. The Remuneration Committee shall consult the
Chairman and/or the Board about these recommendations on
remuneration policy and structure and remuneration packages. The
Remuneration Committee held one meeting during the year ended 31
December 2012 to review the remuneration packages of the Directors
and senior management of the Company and to establish a formal and
transparent procedure for developing remuneration policy.

Pursuant to Code Provision B.1.5 of the CG Code, the remuneration of
the members of the senior management by band for the year ended 31
December 2012 is set out below:

Remuneration band

N Aa 5l

FNZE e MUBHFHERRREEARE
TEEREREEABFEFHMTBRELMA
MEBRTEE - ANBERISFIBERERE
BANERBE TRAFMEZESELER
NHEEE - FMEZESAAXTHMBERLK
RERFHTEEAZALTER REFE -
FMESeRBE T+ =-RA=+—H
IFFEERT-REH  AEHEFRARF
BAREEEOFAS - I HIE B BURET
TIERMABERENEF o

RIBMEEATRISFREEB. 1 5K - IREL
E-T——HF+-A=+—B It FERFMNAE
REDZ SHEREABFMEHEIWOT

Number of individuals

A

Nil to HK$ 1,000,000

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

Z 2% 1,000,000 7T

1,000,001 # 7T = 2,000,000 7T
2,000,001 77T % 3,000,000 7T
3,000,001 37L& 4,000,000 37T

1
1
1

Further particulars relating to Directors’ emoluments and the five
highest paid individuals as required to be disclosed pursuant to
Appendix 16 of the Listing Rules are set out in note 10 to the
consolidated financial statements.

Corporate Governance Function

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

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

The Directors acknowledge their responsibility for preparing the
financial statements of the Company for the year ended 31 December
2012.

The statement of the external auditors of the Company about their
reporting responsibilities on the financial statements is set out in the
“Independent Auditor’s Report” on pages 53 to 54.

INTERNAL CONTROL

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

AUDITOR’'S REMUNERATION

The remuneration paid to the external auditor of the Company in
respect of audit services for the year ended 31 December 2012
amounted to approximately HK$1,200,000. There was no non-audit
service provided by the external auditor of the Company for the year
ended 31 December 2012.

SHAREHOLDER RIGHTS AND INVESTOR

RELATIONS

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

(c)

meetings

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

Communication with shareholders and investors
General meetings of the Company provide a direct forum of
communication between Shareholders and the Board.
Shareholders are welcome to put forward enquiries to the Board
or the management thereat and the Chairman of the Board, or in
his absence, an executive Director, as well as chairmen of the
Audit Committee, Nomination Committee and Remuneration
Committee, or in their absence, other members of the respective
committees, and where applicable, the Independent Board
Committee, will be commonly be present and available to answer
questions and Shareholders may also contact the Company
Secretary(ies) to direct their written enquires.

The Company is committed to enhancing communications and
relationships with its investors. Designated senior management
maintains an open dialogue with institutional investors and
analysts to keep them abreast of the Company’s developments.

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

On behalf of the Board

NIE Guoming
Chairman
Hong Kong, 14 March 2013
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The Directors present their report together with the audited financial
statements for the year ended 31 December 2012.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

The principal activity of the Company is investment holding 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 (“EFT-POS") products and provision of
related services.

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

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31 December 2012 are set
out in the consolidated income statement on page 55.

The Directors do not recommend the payment of a dividend (2011: Nil).

RESERVES

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

DONATIONS
Charitable donations of HK$1,238,000 were made by the Group during
the year (2011: Nil).

PROPERTY, PLANT AND EQUIPMENT

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

SHARE CAPITAL AND SHARE OPTIONS

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

The Company operates 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, representing
100,000,000 shares (subject to the terms of the Scheme and the
relevant provisions under the Listing Rules) under the Scheme adopted
by a resolution of the Board on 1 December 2010.

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

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

During the year ended 31 December 2012, 80,400,000 share options
were granted to certain Directors and employees of the Group and
250,000 share options were lapsed. The particulars of the options
granted to each of the Directors and employees of the Group under
the Scheme are as follows:
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Movements in the share options of the Company (the “Share Options”)

during the year ended 31 December 2012:

RARRBE_TE——F+-_A=+—HILF
e R (PR ]) 28 -

Number of
Share
Number of Options
Share outstanding
Options held at
at 1 January 31 December
2012 2012
RZE-ZF Granted Exercised Lapsed Cancelled H=-F--%
Exercise -F-A during during during during T=A=1+-H
Name Date of grant price it the year the year the year theyear  HEXTHEM
fe REAH TRE  BREHE FRE FRE FREXX FREH BREHE
(HKS)
(A7)
Directors
B2
Nie Guoming 22 June 2012* 1.230 - 10,000,000 - - - 10,000,000
ZEH ZR-CERAZTZRx
Jiang Hongchun 22 June 2012* 1.230 - 6,000,000 - - - 6,000,000
BE ZE-ZFRAZ+ZA*
Li Wenjin 22 June 2012* 1.230 - 10,000,000 - - - 10,000,000
FXE Sty S oy i =
- 26,000,000 - - - 26,000,000
Employees
8
(In aggregate) 22 June 2012* 1.230 - 54,400,000 - (250,000) - 54,150,000
(#5t) ZE-CERAZTRF
* The Share Options will be vested to the grantees, among which 30% of the Share * BREFBARA  EP30%BERENKZLBHE

Options would be vested on the date of grant, a further 30% of the Share Options
be vested on the first anniversary of the date of grant and the remaining 40% of the
Share Options will be vested on the second anniversary of the date of grant. These

options will expire on 21 June 2017.
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DISTRIBUTABLE RESERVES

As at 31 December 2012, the Company had no reserves available for
distribution as calculated under the Companies Act 1981 of Bermuda
(as amended) (2011: Nil). However, the Company’s share premium
account, in the amount of HK$1,230,276,000 (2011:
HK$1,230,276,000) may be distributed in the form of fully paid bonus
shares.

PRE-EMPTIVE RIGHTS

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

FIVE YEARS FINANCIAL SUMMARY

A summary of the results and financial position of the Group for the
last five financial years is set out on page 132.

PURCHASE, SALE OR REDEMPTION OF
SECURITIES

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

DIRECTORS

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

Executive Directors:
NIE Guoming

JIANG Hongchun

LI Wenjin

Independent Non-executive Directors:
YIP Wai Ming

WU Min

MAN Kwok Kuen, Charles

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

Mr. Yip Wai Ming and Mr. Man Kwok Kuen, Charles will retire and,
being eligible will offer themselves for re-election at the forthcoming
annual general meeting.
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DIRECTORS’ SERVICE CONTRACTS

As at the date of this report, each of the executive Directors has
entered into a service contract with the Company for a term of three
years from 20 December 2010 unless and until terminated by either the
Company or the Directors giving to the other a notice of not less than
three months.

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

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

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

DIRECTORS’ INTERESTS IN CONTRACTS

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

DIRECTORS’ INTEREST IN COMPETING BUSINESS
As at 31 December 2012, none of the Directors, the management
shareholders or substantial shareholders of the Company or any of their
respective associates has engaged in any business that competes or
may compete with the business of the Group, or has any other conflict
of interests with the Group.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 December 2012, the interests and short positions of each
Company'’s Director and chief executive in the Company’s shares (the
“Shares”), underlying shares and debentures of the Company and its
associated corporations (within the meaning of the Securities and
Futures Ordinance (“SFO™)), as recorded in the register maintained by
the Company under Section 352 of the SFO or as notified to the
Company and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code for Securities Transactions by
Directors of the Listed Companies were as follows:

Ordinary shares of HK$0.10 each in the Company

EERITHARRKG - HERG
RESHEZRKXR

W_E——F+_A=+—H ' FXQF=ESH
RITERABEN ARG REFEEE (T& R EF
KHAE 50 ([ H R EE KRG ])) B ARG
(TBRMm D - RN RESHT MEBRAR
AEIRIEFEF R EGFIEIEEFENER
MekiRIE FTBITAZERETELRR HNIZE
FABHNEARRREEBMARZHMER AR
([P MR AR T ¢

AATEREEO0I0EBTHEBER

Number of Approximate
share options percentage of
Name of Director Capacity held @ Total interests © shareholding*
IR RERIBEA
EEHA ERES BEERERE® ERmEe AL *
Nie Guoming Beneficial owner 10,000,000 10,000,000(L) 0.96%
& B A EnEEA
Jiang Hongchun Beneficial owner 6,000,000 6,000,000 (L) 0.58%
(Chief Executive Officer) ZE#=EA A
BtE (ITBRH)
Li WenJin Beneficial owner 10,000,000 10,000,000 (L) 0.96%
FNE EnEEA
Notes: Bfat
(i) The letter “L" denotes a long position in shares. (i) [L] RRBRGBEITE -

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

* The percentage is calculated based on the total number of issued shares of the
Company as at 31 December 2012 which were 1,037,728,000 ordinary shares.

(ii) BEARRIETREEMNERE  ARFABENIES
BIRE (B E] & -

* BOLTREAARR=-Z—=—F+=-A=+—HE
TR {7 #2840 1,037,728,000 X E AR AT E -
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Save as disclosed above, as at 31 December 2012, none of the
directors, the chief executives of the Company nor their associates had
any interests or short positions in any shares, underlying shares or
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as recorded in the register
maintained by the Company pursuant to section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions by Directors of the Listed
Companies.

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

The register of substantial shareholders maintained under Section 336
of the SFO shows that as at 31 December 2012, the Company had
been notified of the following substantial shareholders’ interests and

BREXHIEEEN BE-_FT—=—F+=A
=t+—H ARAISEF  THEHIHEH
BMEATHERNA R RERELZE (THERE
HFREEKROIEXVE) MG - BERDRE
HF o BACRARRARIREE S RS K
EINKEEFENELMIBELMEITAES
EITEHRSHIZESTR D NS AR R REBR
PRIt AR o

FEERRRERABRS G0
R#

BARRIREEZ N HE RD 5336 1617 E X
IZERECMABT R=T——F+-A
=t—B ARAEMAETHEIERREEFAR

short positions, being 5% or more of the Company’s issued share
capital. These interests are in addition to those disclosed above in

RAIDBITIRA 5% 3 EHER AR © %
SRR EXMERERRALEERITHA

respect of the Directors and Chief Executive. s o

Approximate

Total number percentage

Class of of Shares  of shareholding

securities (Note 1) (Note 2)

Name of shareholders REEE BHER BRHELE  BAEREIL

(BftzE1) (PiF3E2)

Hi Sun Technology (China) SR (RE) Ordinary 444,000,000 (L) 42.79%
Limited BRAR TR

Digital Investment Limited Digital Investment Limited Ordinary 118,400,000 (L) 11.41%
(Note 3) (Mi3) Timi

HAO Capital China Fund L.P. HAO Capital China Fund L.P. Ordinary 118,400,000 (L) 1.41%
(Note 3) (M1iF3) Tk

891 Venture Limited 891 Venture Limited (#15£4) Ordinary 118,400,000 (L) 11.41%
(Note 4) T

Dream River Limited Dream River Limited (#/7#5) Ordinary 118,400,000 (L) 11.41%
(Note 5) T

HAO Capital Fund II L.P. HAO Capital Fund Il L.P. (Ff5£5) Ordinary 118,400,000 (L) 11.41%
(Note 5) Eimik

HAO Partners L.P. HAO Partners L.P. (f1:£6) Ordinary 118,400,000 (L) 11.41%
(Note 6) T

Hao Partners (Holdings) Limited Hao Partners (Holdings) Limited Ordinary 118,400,000 (L) 11.41%
(Note 7) (Kiz£7) Timi

Liu Yangsheng (Note 8) 258 (K5t s) Ordinary 236,800,000 (L) 22.82%
LR

Bao Lei (Note 9) RE(H59) Ordinary 236,800,000 (L) 22.82%
Timik

FIL Limited FIL Limited Ordinary 93,626,000 (L) 9.02%
TR
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Notes:
1. The letter “L" denotes a long position in Shares.
2. The percentage is calculated based on the total number of issued shares of the

Company as at 31 December 2012.

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

4. 891 Venture Limited is incorporated in the Cayman Islands and is the general
partner of HAO Capital China Fund L.P. As such, 891 Venture Limited is deemed to
be interested in 118,400,000 Shares owned by Digital Investment by virtue of the
SFO.

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

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

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

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

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

Save as disclosed above, other than the Directors or chief executives of
the Company, there were no other parties who had interests or short
positions in the Shares or underlying shares of the Company as
recorded in the register required to be kept by the Company pursuant
to Section 336 of the SFO as at 31 December 2012.
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CONNECTED TRANSACTIONS

The Group has occupied and rented office premises owned by Hi Sun
in Beijing under a tenancy agreement. Based on the agreed annual
rental of each of the tenancy agreement, as each of the applicable
percentage ratios (other than the profit ratio) of the transactions
contemplated under the tenancy agreements are on an annual basis
less than 0.1%, the tenancy agreements will constitute de minimis
continuing connected transactions which are exempt from the
reporting, announcement and independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules.

The Group has purchased raw materials from a subsidiary of Hi Sun
under a purchase agreement. Based on the total value of purchase
under the purchase agreement for the year ended 31 December 2012,
as each of the applicable percentage ratios (other than the profit ratio)
of the transactions contemplated under the purchase agreement are on
an annual basis less than 0.1%, the purchase agreement will constitute
de minimis continuing connected transactions which are exempt from
the reporting, annual review announcement and independent
shareholders’ approval requirements under Chapter 14A of the Listing
Rules.

The following are the continuing connected transactions of the Group
during the year ended 31 December 2012 which are subject to the
reporting, announcement, annual review and/or independent
shareholders’ approval requirements under Chapter 14A of the Listing
Rules:

(a) Licence agreement with Pax Data

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

Pursuant to the Licence Agreement, PAX Data agreed to license
to the Company, inter alia, the terminal subsystem program of a
payment solution known as “BroadPOS Terminal Platform”
together with its software development kit owned by PAX Data
(the “Licensed Program™), at a licence fee of US$20 per electronic
funds transfer point-of-sale product (the “EFT-POS Product”)
which was equipped with the Licensed Program. The term of the
Licence Agreement commenced on 13 April 2012 and would
terminate on 31 December 2014 unless otherwise terminated.
The annual caps of the licence fees payable under the Licence
Agreement for each of the financial years ending 31 December
2012, 2013 and 2014 will not exceed US$1,200,000,
US$3,400,000 and US$6,000,000 respectively. As the relevant
percentage ratios (other than the profits ratio) in respect of the
annual fees payable under the Licence Agreement were less than
5%, the transactions contemplated under the Licence Agreement
were exempted from independent shareholders’ approval but
subject to the reporting, announcement and annual review under
Chapter 14A of the Listing Rules.
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(b) Framework agreement with Hi Sun (b) EEEEETMERGZH

On 18 April 2012, the Company entered into a framework
agreement (the “Framework Agreement”) with Hi Sun, a
substantial shareholder of the Company holding approximately
42.8% interest in the Company’s issued share capital. As such, Hi
Sun is a connected person of the Company and the transactions
contemplated under the Framework Agreement constituted
continuing connected transactions under the Listing Rules.

Pursuant to the Framework Agreement, the Group agreed to sell
and Hi Sun (together with its subsidiaries) agreed to purchase the
EFT-POS Products for the mobile and other payment solutions
services of Hi Sun and its subsidiaries. The cap on the total
contract value for the sale and purchase of EFT-POS Products
under the Framework Agreement for a term from its effective
date (being 23 May 2012, the date on which approval was
obtained from the independent shareholders of the Company at
its special general meeting relating to the Framework Agreement)
to 31 December 2012 is HK$130,000,000. Since one or more of
the applicable percentage ratios (other than the profits ratio) in
respect of the annual cap exceeded 5% and cap exceeded
HK$10,000,000, the transactions contemplated under the
Framework Agreement were subject to the reporting,
announcement, independent shareholders’ approval and annual
review requirements under Chapter 14A of the Listing Rules.

On 19 December 2012, another framework agreement was
entered into between the Company and Hi Sun regarding the
same subject matter of the Framework Agreement (the “New
Framework Agreement”). The term of the New Framework
Agreement would commence from 15 January 2013, the date on
which the relevant approval was obtained from the independent
shareholders of the Company at its special general meeting, to
31 December 2015. The annual caps of the total contract value
for the sale and purchase of EFT-POS Products under the New
Framework Agreement for the three years ending 31 December
2013, 2014 and 2015 were HK$330,000,000, HK$600,000,000
and HK$700,000,000 respectively. Since one or more of the
applicable percentage ratios (other than the profits ratio) in
respect of the said annual caps exceeded 5% and
HK$10,000,000, the transactions contemplated under the New
Framework Agreement were also subject to the reporting,
announcement, independent shareholders’ approval and annual
review requirements under Chapter 14A of the Listing Rules.

Please also refer to note 32(a) to the consolidated financial
statements.
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The independent non-executive Directors have reviewed the
above continuing connected transactions and in their opinion,
these transactions entered into by the Company were:

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

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

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

Details of the related party transactions which constituted a connected
transaction or continuing connected transaction not exempted under
Rule 14A.31 or Rule 14A.33 of the Listing Rules during the year ended
31 December 2012 are disclosed above and Group has complied with
the disclosure requirements in accordance with Chapter 14A of the
Listing Rules in respect of such transactions.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year ended 31 December 2012.

DEED OF NON-COMPETITION AND CONFLICTS OF
INTERESTS

Hi Sun has pursuant to the deed of non-competition dated 1 December
2010 between the Company and Hi Sun, undertaken to the Company
that, among other things, at any time during which the Shares are
listed on the Stock Exchange or any stock exchange recognized under
the SFO and for so long as it remains the controlling shareholder of the
Company, Hi Sun will not, and will procure that its subsidiaries (other
than the Group) will not directly or indirectly engage or otherwise be
interested in the design, manufacture and/or sale of EFT-POS products
and the provision of related services in the PRC, Hong Kong or any part
of the world in which any member of the Group may from time to time
operate. The undertaking does not apply to Hi Sun’s interests in the
Shares (including the exercise of any right as a shareholder) and any
interests held by Hi Sun and its associates in up to 5% of any class of
listed securities of a company that engages in the business of the
Group.
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Hi Sun has undertaken to the Company that, if any time that the Group
or our independent non-executive Directors have reasonable cause to
believe that Hi Sun may be in breach of the non-compete undertaking,
contravening the undertaking of the Company to keep the information
received confidential except for disclosures of such information as may
be necessary to comply with our legal or regulatory obligations, or such
information that is already in the public domain other than as a result
of our breach of the confidentiality undertaking or for the purposes of
enforcement of the non-compete undertaking, Hi Sun will at our or our
independent non-executive Directors’ request provide all such
information that it possesses and may be lawfully disclosed pertaining
to such request so as to enable us or our independent non-executive
Directors to make an informed assessment as to whether or not there
has in fact been a breach of the non-compete undertaking. Hi Sun has
signed an annual declaration of compliance with the Deed of
Non-competition for the year ended 31 December 2012 confirming it
has complied with the non-compete undertaken given above.

None of the Directors of Hi Sun nor the Company have any interest in
any competing business that is discloseable under Rule 8.10(1) and Rule
8.10(2), respectively, of the Listing Rules. In respect of any other
conflicts of interest that may arise between the Group and Hi Sun
Group, common Directors of the two groups or any Director with an
interest in the relevant transaction(s) will be required to abstain from
voting on the relevant Board resolutions.

MAJOR CUSTOMERS AND SUPPLIERS

The percentages of purchases and sales for the year ended 31
December 2012 attributable to the Group’s major suppliers and
customers are as follows:

Purchases

- the largest supplier 28.1%
- five largest suppliers combined 50.7%
Sales

- the largest customer 12.4%
- five largest customers combined 40.4%

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

The subsidiaries operating in Hong Kong are required to participate in a
defined contribution retirement scheme or the Group or Company set
up in accordance with the Hong Kong Mandatory Provident Fund
Ordinance. Under the scheme, the employees are required to contribute
5% of their monthly salaries up to a maximum of HK$1,000 or
HK$1,250 (effective from 1 June 2012) and they can choose to make
additional contributions. The employer's monthly contributions are
calculated at 5% of the employee’s monthly salaries up to a maximum
of HK$1,000 or HK$1,250 (effective from 1 June 2012) (the
“Mandatory Contributions”). The employees are entitled to 100% of
the employer’s Mandatory Contributions upon their retirement at the
age of 65 years old, death or total incapacity.

In addition, pursuant to the government regulations in the People’s
Republic of China (the “PRC"), the Group is required to contribute an
amount to certain retirement benefit schemes based on 8% to 12% of
the basic wages of those workers in the PRC. The local municipal
government undertakes to assume the retirement benefits obligations
of those workers of the Group.

SUFFICIENCY OF PUBLIC FLOAT

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

AUDITORS

The financial statements have been audited by PricewaterhouseCoopers
who 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, 14 March 2013
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independent Auditor’s Report
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Independent Auditor’s Report
To the shareholders of PAX Global Technology Limited
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of PAX Global
Technology Limited (the “Company”) and its subsidiaries (together, the
“Group”) set out on pages 55 to 131, which comprise the consolidated
and company balance sheets as at 31 December 2012, and the
consolidated income statement, the consolidated statement of
comprehensive income, the consolidated statement of changes in
equity and the consolidated cash flow statement for the year then
ended, and a summary of significant accounting policies and other
explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion solely
to you, as a body, in accordance with Section 90 of the Companies Act
1981 of Bermuda and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free
from material misstatement.
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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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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation of consolidated financial statements
that give a true and fair view in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting
estimates made by the Directors, as well as evaluating the overall
presentation of the consolidated financial statements.

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

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as at
31 December 2012, and of the Group’s profit and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 14 March 2013
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Consolidated Income

/N ><
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Statement

Year ended 31 December
BZ+TZA=+—HLEFE

2012 2011
—E——F —T—%F
Notes HK$'000 HK$'000
Bt aE FET FET
Revenue PN 5 1,313,330 1,103,180
Cost of sales 85 & AR 8 (849,143) (711,478)
Gross profit EF 464,187 391,702
Other income H A A 5 28,408 41,712
Other gains — net H s — F58 6 1,671 -
Selling expenses SHERIX 8 (113,674) (124,100)
Administrative expenses 1T E A 8 (157,336) (101,851)
Operating profit/profit R T BRTSRLATR R
before income tax 223,256 207,463
Income tax expense FriS a2 11 (40,297) (25,668)
Profit for the year attributable to RAFERRE ABIEFEE R
equity holders of the Company 182,959 181,795
Earnings per share for the profit FRARRFERFFEA
attributable to equity holders of a8 TR AR
the Company during the year (AEBRETEY])
(expressed in HK$ per share)
— Basic -5 13 0.176 0.175
— Diluted —#E 13 0.176 0.175

The notes on pages 62 to 131 are an integral part of these consolidated 562 & 131 B WM i Jh4r A B SRR B B e &8

financial statements.
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Consolidated Statement of
Comprehensive Income
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Year ended 31 December
BZ+TZA=1+—HLEFE

2012 2011
—B-=f -T—%
HK$'000 HK$'000
THET FET
Profit for the year FERER 182,959 181,795
Other comprehensive income Hib 2 E W&
Exchange differences arising on BEFINTB R A
translation of the financial statements of ~ BAfR R E £ HIME K =58
foreign subsidiaries 6,348 27,403
Total comprehensive income RATEREFEAEN
for the year attributable to FRAEZEHKRARE
equity holders of the Company 189,307 209,198

The notes on pages 62 to 131 are an integral part of these consolidated 2562 % 131 B 89Kl 31 Jh4x & B 76 SR 3% &9 H = &0

N

financial statements. 7 e
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Consolidated Balance Sheet

GOEERR%
As at 31 December
BR+=-—A=+—H
2012 2011
—E——F —T—%F
Notes HK$'000 HK$'000
M5 FHET FET
ASSETS BE
Non-current assets ERBEE
Property, plant and equipment Y - BB KRB 15 10,263 10,809
Leasehold land HEL 16 231 235
Total non-current assets kRBEERE 10,494 11,044
Current assets REBEE
Inventories FE 19 243,801 305,666
Trade and bills receivables e ER 5 &J_Ej‘l&mﬁ% 20 544,476 503,715
Deposits and other receivables e N E b YR 20 10,333 17,305
Financial assets at fair value through }EQE’ZEJEHE“ A A
profit or loss NEENSREE 21 10,057
Restricted cash ZPRHIIR & 22 16,173 16,017
Cash at bank and on hand RITNF LIRS 23 1,358,426 1,152,291
Total current assets REBEEHAE 2,183,266 1,994,994
Total assets EEHAE 2,193,760 2,006,038
EQUITY EHE
Equity attributable to AABEREE AR
equity holders of the Company xR
Share capital A% X 24 103,773 103,773
Reserves B 26 1,707,061 1,497,381
Total equity e 1,810,834 1,601,154

The notes on pages 62 to 131 are an integral part of these consolidated

financial statements.
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Consolidated Balance

".H'D:éj]:%ﬁ%?z (m,a‘)

Sheet (Continued)

As at 31 December

BR+=-—A=+—H
2012 2011
—E——F %
Notes HK$'000 HK$'000
M5 F&T FET
LIABILITIES =
Current liabilities REBAE
Trade payables FETER K 27 224,879 249,570
Other payables and accruals E b e BRF N FERT FUR 27 131,301 140,414
Taxation payable FERTFE IR 26,746 14,900
Total current liabilities and FBEEREREEHAE
total liabilities 382,926 404,884
Total equity and liabilities EEkEEHE 2,193,760 2,006,038
Net current assets REEEZFE 1,800,340 1,590,110
Total assets less current liabilities ESEZEBERREBERE 1,810,834 1,601,154
On behalf of the Board
REEES
NIE GUOMING LI WENJIN
=B B =XE
Director Director
o o

The notes on pages 62 to 131 are an integral part of these consolidated

financial statements.
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Balance Sheet

SEAER

As at 31 December

R+=—A=+—H
2012 2011
—F—=F —
Notes HK$'000 HK$'000
M5 FET FET
ASSETS BE
Non-current assets FEREBEE
Investment in a subsidiary R B R EHIRE 17 541,355 528,103
Total non-current assets FRBEELE 541,355 528,103
Current assets REBEE
Deposits and other receivables ?Ef‘t\&ﬁf‘@?éﬂﬂlm 20 721 2,016
Amount due from a subsidiary i S NS B 18 90,000 90,000
Financial assets at fair value through }EQ?@JEHEQ@J%)\
profit or loss A EENSREE 21 10,057 -
Cash at bank and on hand RITERFLR® 23 697,091 702,503
Total current assets REBEEHAE 797,869 794,519
Total assets EEHE 1,339,224 1,322,622
EQUITY B
Equity attributable to AR ERFEA
equity holders of the Company iR
Share capital &7 24 103,773 103,773
Reserves T 26 1,233,274 1,216,676
Total equity e 1,337,047 1,320,449
LIABILITIES afE
Current liabilities REBEE
Other payables and accruals Eo A FE T BR SR SR FERTRUIR 27 2,177 2,173
Total current liabilities and REBEEAEREEHE
total liabilities 2,177 2,173
Total equity and liabilities EEREEAESE 1,339,224 1,322,622
Net current assets RBEERE 795,692 792,346
Total assets less current liabilities EEZABRAHERS 1,337,047 1,320,449
On behalf of the Board
REEFE
NIE GUOMING LI WENJIN
FEE A E=XE
Director Director
EF e
The notes on pages 62 to 131 are an integral part of these consolidated  F62 & 131 BEH M T 4R A B RS RER Y E AR 30
financial statements. 5 e
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Consolidated Statement of
Changes in Equity

nﬂ'DWEﬁﬁ"‘&“@]%

Attributable to equity holders of the Company

AAREREEAEL
Reserves
53
Share
Share Share Capital option Exchange  Retained Total
capital  premium reserve reserve reserve  earnings Total equity
BA  ROEE EARE BRERE NERE REEN A ERAH
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHL FHT FHL FHT FHL FHL FEL FHL
For the year ended BE-%--f%
31 December 2012 TZRAZT-RLEEE
Balance at 1 January 2012 RZZ-—f-A-H
ke 23 103,773 1,230,276 (414,978) - 64,257 617,826 1,497,381 1,601,154
Comprehensive income ElE
Profit for the year FNEF - - - - - 182959 182,959 182,959
Other comprehensive income Htt2EWE
Exchange differences arising on BERINIBAR
translation of the financial B BIRRAE A
statements of foreign subsidiaries ERER - - - - 6,348 - 6,348 6,348
Total comprehensive income Eallenret - - - - 6,348 182,959 189,307 189,307
Transaction with owners HEBANRS
Share option scheme — value of BivEsE
services provided (note 10) — BRERBHER
(BizE10) - - - 2371 - - 20313 20373
Balance at RZB-Z%
31 December 2012 +ZRA=t-RMEeH 103,773 1,230,276  (414,978) 20,373 70,605 800,785 1,707,061 1,810,834
For the year ended HE-Z-—-%
31 December 2011 +_H =t-ALEE
Balance at 1 January 2011 RZF——F-f—-AR
E/.Jn\ R 100,000 1,129,204 (414,978) - 36,854 436,031 1,187,111 1,287,111
Comprehensive income 2EME
Profit for the year EREF - - - - - 181,795 181,795 181,795
Other comprehensive income Hit2EkE
Exchange differences arising on BEFINEBAR
translation of the financial B BIRRE A
statements of foreign subsidiaries EHEE - - - - 27,403 - 27,403 27,403
Total comprehensive income Ealenrats - - - - 27403 181,795 209,198 209,198
Transaction with owners HERANRS
Over-allotment of shares pursuantto 145 2 FRE EBERIE
the Global Offering (note 24(c)) MR (FH3E24(0) 3773 101,072 - - - - 101,072 104,845
Balance at RZB-—-%
31 December 2011 +ZAST-AM&B 103773 1230276 (414978) - 64257 617826 1497381 1601154
The notes on pages 62 to 131 are an integral part of these consolidated %62 % 131 B 8 5 Jh 4R & B 53R 2= 0 EL 2B

financial statements.

60 PAX GLOBAL TECHNOLOGY LIMITED e ANNUAL REPORT 2012

N

~

e



Consolidated Cash Flow Statement

nJT'C:ligigiz)ﬁiggz

Year ended 31 December

BE+-—A=+—HLEE

2012 2011
—B—=fF —E——f
Notes HK$'000 HK$'000
b FET FET
Cash flows from operating activities B2 XBENRERE
Cash generated from operations KEFTSHE® 29(a) 230,632 10,761
Hong Kong profits tax paid ERNBEBENEH (12,684) (15,067)
PRC income tax paid AR EIAEH (15,960) (15,182)
Net cash generated from / (used in) IRB RS
operating activities (FTR) B &8 201,988 (19,489)
Cash flows from investing activities REFENRERE
Purchase of financial assets BRI ARAEEN
through profit or loss TREE (8,386) -
Purchase of property, BEEYE  BERE
plant and equipment (2,762) (2,366)
Interest received B UFE 12,034 4,798
Net cash generated from WEEBMSRE 558
investing activities 886 2,432
Cash flows from financing activities BEFENRERE
Proceeds from over-allotment of BIEEREE BB RN
share pursuant to the Global Offering ~ Frig s - 108,657
Payment of share issue expenses S EEITIR - (3,812)
Increase in restricted cash ZIR &3R80 - (13,171)
Net cash generated from BB EB AT
financing activities b = 91,674
Net increase in cash and HeRBEESEEYHEMFLE
cash equivalents 202,874 74,618
Exchange gains on cash and Re MRS EEBYRE K
cash equivalents 3,261 11,147
Cash and cash equivalents at FURELREEFEY
beginning of the year 1,152,291 1,066,526
Cash and cash equivalents at end FRBESRELEEY
of the year 23 1,358,426 1,152,291

The notes on pages 62 to 131 are an integral part of these consolidated

financial statements.

F62E13NAMMETIERAMBRRAOEHE
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Notes to the Consolidated

Financial Statements
fr O B F5 #R R Bft 5

62

GENERAL INFORMATION

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

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

These financial statements are presented in thousands of units of
Hong Kong dollars (HK$'000), unless otherwise stated. These
financial statements have been approved for issue by the Board
of Directors on 14 March 2013.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

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

2.1 Basis of preparation

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

The preparation of financial statements in conformity with
HKFRSs requires the use of certain critical accounting
estimates. It also requires management to exercise its
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
fr O B F5 #R R Bft 51

2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and disclosures

(a)

New and amended standards adopted by the
Group:

There are no new and amended standards to
existing HKFRS that are effective for the Group's
accounting year commencing 1 January 2012
that could be expected to have a material
impact on the Group.

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
2012, and have not been applied in preparing
these consolidated financial statements. None
of these is expected to have a significant effect
on the consolidated financial statements of the
Group, except the following set out below:

— Amendment to HKAS 1, “Financial

statement presentation” regarding other
comprehensive income. The main change
resulting from these amendments is a
requirement for entities to group items
presented in “other comprehensive
income” (OCl) on the basis of whether
they are potentially reclassifiable to profit
or loss subsequently (reclassification
adjustments). The amendments do not
address which items are presented in OCI.
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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) New standards and interpretations not yet
adopted: (continued)

HKFRS 9, “Financial instruments”,
addresses the classification, measurement
and recognition of financial assets and
financial liabilities. HKFRS 9 was issued in
November 2009 and October 2010. It
replaces the parts of HKAS 39 that relate
to the classification and measurement of
financial instruments. HKFRS 9 requires
financial assets to be classified into two
measurement categories: those measured
as at fair value and those measured at
amortised cost. The determination is
made at initial recognition. The
classification depends on the entity’s
business model for managing its financial
instruments and the contractual cash flow
characteristics of the instrument. For
financial liabilities, the standard retains
most of the HKAS 39 requirements. The
main change is that, in cases where the
fair value option is taken for financial
liabilities, the part of a fair value change
due to an entity’s own credit risk is
recorded in other comprehensive income
rather than the income statement, unless
this creates an accounting mismatch. The
Group is yet to assess HKFRS 9's full
impact and intends to adopt HKFRS 9 no
later than the accounting period
beginning on or after 1 January 2015.
The Group will also consider the impact
of the remaining phases of HKFRS 9 when
completed by the Board.
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Notes to the Consolidated
Financial Statements

#n B BT IS HR KRB 5L

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and disclosures

New standards and interpretations not yet
adopted: (continued)

HKFRS 10, “Consolidated financial
statements”, builds on existing principles
by identifying the concept of control as
the determining factor in whether an
entity should be included within the
consolidated financial statements of the
parent company. The standard provides
additional guidance to assist in the
determination of control where this is
difficult to assess. The Group is yet to
assess HKFRS 10's full impact and intends
to adopt HKFRS 10 no later than the
accounting period beginning on or after 1
January 2013.

HKFRS 12, “Disclosures of interests in
other entities”, includes the disclosure
requirements for all forms of interests in
other entities, including joint
arrangements, associates, special purpose
vehicles and other off balance sheet
vehicles. The Group is yet to assess HKFRS
12's full impact and intends to adopt
HKFRS 12 no later than the accounting
period beginning on or after 1 January
2013.
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Notes to the Consolidated
Financial Statements

#n B T IS R KRB 5L

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2
POLICIES (continued)
2.1 Basis of preparation (continued)
2.1.1 Changes in accounting policy and disclosures
(continued)
(b) New standards and interpretations not yet
adopted: (continued)

—  HKFRS 13, "Fair value measurement”,
aims to improve consistency and reduce
complexity by providing a precise
definition of fair value and a single source
of fair value measurement and disclosure
requirements for use across HKFRS. The
requirements, which are largely aligned
between HKFRSs and US GAAP, do not
extend the use of fair value accounting
but provide guidance on how it should be
applied where its use is already required
or permitted by other standards within
HKFRS or US GAAP. The Group is yet to
assess HKFRS 13's full impact and intends
to adopt HKFRS 13 no later than the
accounting period beginning on or after 1
January 2013.

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

Financial Statements
fr O B F5 #R R Bft 51

2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.2 Consolidation and combination

2.2.1 Subsidiaries

Subsidiaries are all entities over which the Group has
the power to govern the financial and operating
policies generally accompanying a shareholding of
more than one half of the voting rights. The existence
and effect of potential voting rights that are currently
exercisable or convertible are considered when
assessing whether the Group controls another entity.
The group also assesses existence of control where it
does not have more than 50% of the voting power
but is able to govern the financial and operating
policies by virtue of de-facto control.

De-facto control may arise from circumstances where
it does not have more than 50% of the voting power
but is able to govern the financial and operating
policies by virtue of de-facto control.

Subsidiaries are fully consolidated from the date on
which control is transferred to the Group. They are
de-consolidated from the date that control ceases.

Inter-company transactions, balances, income and
expenses on transactions between group companies
are eliminated. Profits and losses resulting from inter-
company transactions that are recognised in assets
are also eliminated. Accounting policies of subsidiaries
have been changed where necessary to ensure
consistency with the policies adopted by the Group.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

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

(@)

Business combination

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

Acquisition-related costs are expensed as
incurred.

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

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

Financial Statements
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2

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

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

(a)

(b)

(©

Business combination (continued)

Goodwill is initially measured as the excess of
the aggregate of the consideration transferred
and the fair value of non-controlling interest
over the net identifiable assets acquired and
liabilities assumed. If this consideration is lower
than the fair value of the net assets of the
subsidiary acquired, the difference is recognised
in the consolidated income statement.

Changes in ownership interests in subsidiaries
without change of control

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

Disposal of subsidiaries

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

2.2 Consolidation and combination (continued)
2.2.2 Separate financial statements

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

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

2.3 Segment reporting

Operating segments are reported in a manner consistent
with the internal reporting provided to the chief operating
decision-maker. The chief operating decision-maker, who is
responsible for allocating resources and assessing
performance of the operating segments, has been identified
as the Executive Directors that make strategic decisions.

2.4

Foreign currency translation

(a)

Functional and presentation currency

ltems included in the consolidated financial
statements of each of the Group’s entities are
measured using the currency of the primary economic
environment in which the entity operates or the
currency in which funds from financing activities are
generated (the “functional currency”). The
consolidated financial statements are presented in
HK$, which is the Company’s functional currency and
the Group’s presentation currency.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.4 Foreign currency translation (continued)
(b) Transactions and balances

(9]

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

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

Group companies

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

() 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 exchange differences are recognised
as a separate component of equity.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

24

2.5

Foreign currency translation (continued)

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

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

Property, plant and equipment

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

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

2.5

2.6

Property, plant and equipment (continued)

Depreciation of property, plant and equipment is calculated

using the straight-line method to allocate cost to their

residual values over their estimated useful lives, as follows:

Buildings 5%-10%

20% or over lease
terms, whichever
is shorter

Leasehold improvements

Office furniture and equipment ~ 18%-25%

Plant and equipment 9%-25%

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

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

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

Leasehold land

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

2.7

2.8

Impairment of investments in a subsidiary and
non-financial assets

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

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

Financial assets

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

(@)  Financial assets at fair value through profit or
loss

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

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

(b)  Loans and receivables

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

2.8.2 Recognition and measurement

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

2.9 Offsetting financial instruments

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

Assets carried at amortised cost

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

Evidence of impairment may include indications that the
debtors or a group of debtors is experiencing significant
financial difficulty, default or delinquency in interest or
principal payments, the probability that they will enter
bankruptcy or other financial reorganisation, and where
observable data indicate that there is a measurable decrease
in the estimated future cash flows, such as changes in
arrears or economic conditions that correlate with defaults.

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

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

Impairment testing of trade and other receivables is
described in note 2.12.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.11 Inventories

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

2.12 Trade, bills and other receivables

Trade, bills and other receivables including retention money
receivables are recognised initially at fair value and
subsequently measured at amortised cost using the
effective interest method, less provision for impairment. A
provision 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 provision is the
difference between the asset’s carrying amount and the
present value of estimated future cash flows, discounted at
the original effective interest rate. The carrying amount of
the assets is reduced through the use of an allowance
account, and the amount of the loss is recognised in the
consolidated income statement within administrative
expenses. When a trade receivable is uncollectible, it is
written off against the allowance account for trade
receivables. Subsequent recoveries of amounts previously
written off are credited against administrative expenses in
the consolidated income statement.

2.13 Cash at bank and on hand

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

2.14 Share capital

Ordinary shares are classified as equity.

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

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

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

2.16 Borrowings

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

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

2.17 Borrowing costs

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

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

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

2.18 Current and deferred income tax

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

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

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

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

Deferred income tax is provided on temporary differences
arising on investments in subsidiaries, except for deferred
income tax liability where the timing of the reversal of the
temporary difference is controlled by the Group and it is
probable that the temporary difference will not reverse in
the foreseeable future.

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

(a)

(b)

Employee leave entitlements

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

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

Pension obligations

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

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

(b)

(0

Pension obligations (continued)

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

Profit sharing and bonus plans

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

2.20 Share-based payments

(a)

Equity-settled share based payment transactions

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

o including any market performance conditions;

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

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

(a)

(b)

Equity-settled share based payment transactions
(continued)

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

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

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

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

Share-based payment transactions among group
entities

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

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

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

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

2.22 Revenue recognition

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

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

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

(b) Provision of service

Revenue from fixed-price contracts is generally
recognised in the period in which the services are
provided, using the straight-line basis over the terms
of contracts.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.22 Revenue recognition (continued)

() Interestincome
Interest income is recognised on a time-proportion
basis using the effective interest method.

2.23 Leases (as the lessee for operating leases)

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

2.24 Value added tax refund

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

2.25 Government grants

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

2.26 Research and development

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

2.27 Dividend distribution

Dividend distribution to the Company’s shareholders is
recognised as a liability in the Group'’s financial statements
in the period in which the dividends are approved by the
shareholders or directors, where appropriate.
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3

FINANCIAL RISK MANAGEMENT

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

(a)

Foreign exchange risk

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

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

For companies with HK$ as their functional currency

As at 31 December 2012, if RMB had weakened/
strengthened by 5% against HK$ with all other
variables held constant, profit for the year and equity
of the Group would have been approximately
HK$1,075,000 (2011: HK$1,067,000) lower/higher,
respectively, mainly as a result of the foreign
exchange difference on translation of RMB
denominated cash at bank and on hand and the
current account with related parties.
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FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)

(a)

Foreign exchange risk (continued)

As at 31 December 2012, if EUR had weakened/
strengthened by 5% against HK$ with all other
variables held constant, profit for the year and equity
of the Group would have been approximately
HK$26,000 (2011: HK$78,000) lower/higher,
respectively, mainly as a result of the foreign
exchange difference on translation of EUR
denominated cash at bank and on hand.

For the company with RMB as its functional currency

As at 31 December 2012, if HK$ had weakened/
strengthened by 5% against RMB with all other
variables held constant, profit for the year and equity
of the Group would have been approximately
HK$2,698,000 (2011: HK$1,428,000) lower/higher,
respectively, mainly as a result of the foreign
exchange difference on translation of HK$
denominated cash at bank and on hand and the
current account with related parties.

As at 31 December 2012, if US$ had weakened/
strengthened by 5% against RMB with all other
variables held constant, profit for the year and equity
of the Group would have been approximately
HK$1,000 higher/lower (2011: HK$46,000 lower/
higher), respectively, mainly as a result of the foreign
exchange difference on translation of US$
denominated cash at bank and on hand and the
current account with related parties.
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FINANCIAL RISK MANAGEMENT (continued)
3.1 Financial risk factors (continued)

(b)

(9]

Price risk

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

Credit risk

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

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

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

(9]

(d)

Credit risk (continued)

The Group has concentration of credit risk. Sales of
goods and services to the top five customers
constituted 40.4% (2011: 55.9%) of the Group's
revenue for the year ended 31 December 2012. They
accounted for approximately 66.2% (2011: 73.0%)
of the gross trade receivable balances as at 31
December 2012. Collections of outstanding receivable
balances are closely monitored on an ongoing basis
to minimise such credit risk.

Liquidity risk

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

Surplus cash held by the operating entities over and
above the balance required for working capital
management are transferred to interest bearing bank
deposits with appropriate maturities to manage its
overall liquidity position. As at 31 December 2012,
the Group maintained cash at bank and on hand
of approximately HK$1,358,426,000 (2011:
HK$1,152,291,000), that are expected to be readily
available and sufficient to meet the cash outflows of
its financial liabilities, hence, management considers
that Group’s exposure to liquidity risk is not
significant.
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FINANCIAL RISK MANAGEMENT (continued) 3

3.1 Financial risk factors (continued)

(d)

Liquidity risk (continued)

The table below analyses the Group and the
Company’s non-derivative financial liabilities into
relevant maturity grouping based on the remaining
period at the balance sheet date to the contractual
maturity date. The amounts disclosed in the table are
the contractual undiscounted cash flows. Balances
due within 12 months equal their carrying values as
the impact of discounting is not significant.
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BEARRHGETES R A
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Less than
1 year Total
DPR—F et
HK$'000 HK$'000
FET FHET
Group REH
At 31 December 2012 RIE——F
+=ZA=+—H
Trade payables FERHBRX 224,879 224,879
Other payables and accruals H{th BN BRI FE 5T 5008 31,697 31,697
Total Bt 256,576 256,576
At 31 December 2011 RZZ——F
+ZA=+—8
Trade payables FEfTEREX 249,570 249,570
Other payables and accruals H i fEAT RN FE 5T 70E 42,430 42,430
Total Bt 292,000 292,000
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3 FINANCIAL RISK MANAGEMENT (continued) 3
3.1 Financial risk factors (continued)

(d)

(e)

90

BERBER @

3.1 B¥ERBREZEE)

Liquidity risk (continued) d) FEELERE)
Less than
1 year Total
LPR—F st
HK$'000 HK$'000
FET FET
Company VNN |
At 31 December 2012 RZE——F
+=ZA=+—H
Other payables and accruals Hoh e AR SR R FE R RUIA 2,177 2,177
Total Bt 2,177 2,177
At 31 December 2011 R-ZFE——%F
+-A=+—8H
Other payables and accruals Hth B BRI BT 70 2,173 2,173
Total 85 2,173 2,173
Interest rate risk (e) FIERER
The income and operating cash flows of the Group REEE AR R B U R 88

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

As at 31 December 2012, 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$6,687,000 (2011:
HK$5,587,000) higher/lower respectively, due to
higher/lower interest income earned on the deposits.

As at 31 December 2012, if interest rates on all
interest-bearing bank and cash deposits had been 50
basis points higher/lower with all other variables held
constant, loss for the year and equity of the Company
would have been HK$3,402,000 (2011:
HK$3,354,000) lower/higher respectively, due to
higher/lower interest income earned on the deposits.
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3  FINANCIAL RISK MANAGEMENT (continued)

3.2

3.3

Capital risk management

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

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

The Group monitors capital on the basis of the gearing
ratio. This ratio is calculated as total borrowings divided by
total equity. As at 31 December 2011 and 2012, the Group
had no borrowings, the gearing ratio is not applicable.

Fair value estimation

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

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

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

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

3 BKRRERE®
32 BEAEKREE

3.3
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92

FINANCIAL RISK MANAGEMENT (continued)

3.3

Fair value estimation (continued)
The following table presents the Group’s assets that were
measured at fair value at 31 December 2012 (2011: Nil).

BEERER )
3.3 AVEMESE)

TREIAEBR=_ZE——F+=
A=1+—BERAFEFENEE(Z
E——F |-

Level 1 Level 2 Level 3 Total

B B B=R et

HK$'000 HK$'000 HK$'000 HK$'000

FTExT FTHET FTET FTET

Assets BE

Financial assets at fair value & A TFEFEEH
through profit or loss B RPN
BENSREE

— Trading securities —BAEER 10,057 - - 10,057

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

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

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

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

FINANCIAL RISK MANAGEMENT (continued)

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

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

CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS

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

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 during the ordinary course of business. Where
the final tax outcome of these matters is different from the
amounts that were initially recorded, such difference will
impact the income tax and deferred tax provision in the
period in which such determination is made.

(a)

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.

3
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4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (continued)

94

(b)

(c)

Provision for inventories

The Group assesses the carrying amounts of inventories in
accordance with their net realisable value which is based on
the realisability of these inventories. Net realisable value for
inventories is determined by reference to management'’s
estimates of the selling price based on prevailing market
conditions, less applicable variable selling expenses. Based
on management’s best estimates, there is no material
impairment of inventories at 31 December 2012.

Impairment of receivables

The Group makes provision for impairment of receivables
based on an assessment of the recoverability of the
receivables. Provisions are applied to the receivables where
events or changes in circumstances indicate that the
balances may not be collectible. The identification of
impairment requires the use of judgment and estimates.
Where the expectation is different from the original
estimate, such difference will impact the carrying value of
the receivables and provision for impaired receivables in the
period in which such estimate has been changed.
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5

REVENUE AND OTHER INCOME

The Group is principally engaged in the sale of EFT-POS products
and provision of related services. Revenue and other income
recognised during the year were as follows:

WA & H AU A

ANEE B E B F B E EFT-POS B fn M IR
HERY - REBFEEEANKARE
AR AT

Year ended 31 December

BEt+t-A=1+—HLEE

2012 2011
—E-C-F —ET——%F
HK$'000 HK$'000
TExT FET
Turnover MR
Sales of electronic payment products HEETINER 1,294,871 1,089,431
Provision of electronic payment services R E T RS 18,459 13,749
1,313,330 1,103,180
Other income Habg A
Interest income B A 10,699 6,317
Value added tax refund (note (i) REIER (MEEG) 16,154 31,283
Subsidy income AU A 68 1,207
Others Hi 1,487 2,905
28,408 41,712
1,341,738 1,144,892
note (i) The amount represents the Group’s entitlement to value added tax refund 0]

in relation to sales of self-developed software products in the PRC.

OTHER GAINS — NET

6 Hfttlzw — 5

ZEEERARENTEHE 8 SHERNE
a2 A RENIBER -

Year ended 31 December
BZ+ZBA=+—HLEFE

2012 2011
—E—-F —F——F
HK$'000 HK$'000
FET FHET
Fair value gains on financial assets at fair &2 AF{EHE B E &8t G T
value through profit or loss (note 21) SEIENEREENAFE
Yezs (FHRE21) 1,671 -

ARBHREARAT o« ~F—
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SEGMENT INFORMATION

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

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

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

An analysis of the Group’s turnover and results during the year by
segment is as follows:

EEERMASBEAMBREAFGREAL
DEEIR - EEEREBEANITESEMN
PAE R S BORE RN B3R &S M e X5 0
18 o AEEE R FEFT-POS KRR AR IR
ARER BEERA/AEEEEE X
kR -

AEEIZRER  PE(HEETEE
TR RMARE) REXBE(XEDE
2o BREEARRESRAZNEB
RAMLEFE A RENERR -

ERERBBRBASBEE RN, (BIR)
At ERHAEE D BRI -

REBFERANEBRDEE D H L EHE
NEENDITWT

Year ended 31 December 2012
BE-Z-"HFt-A=+-HLEE

PRC,
other than
Hong Kong,
Macau and
Taiwan  Hong Kong US  Elimination Total
HE (B8
154
=15 B EdE i a5
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TER TERT TER TERT
Turnover from external customers — RENMIEFRIZESE 986,219 309,539 17,572 - 1,313,330
Inter-segment turmover NERERHE 192,187 21,014 - (213,201) -
Total turnover BExE 1,178,406 330,553 17,572 (213,201) 1,313,330
Segmental earnings/(loss) before R FI B -

interest expense, taxes, HE -MER

depreciation and amortisation SRR/ (BR)

("EBITDA") (EBITDA]) 146,881 92,876 (10,652) (2,474) 226,631
Depreciation N1 (2,780) (48) (541) - (3.369)
Amortisation B (6) - - - (6)
Segmental operating profit/lossy A HELEEF/(EE)/

profit/(loss) before income tax BEEHARR,/ (BE) 144,095 92,828 (11,193) (2,474) 223,256
Income tax expense FEIRAY (40,297)
Profit for the year ERET 182,959
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SEGMENT INFORMATION (continued)

7 DEER®

Year ended 31 December 2011
HE-_ZT——F+-A=+-HI%E

PRC,

other than

Hong Kong,

Macau and
Taiwan Hong Kong us Elimination Total

hE(FE

2R
aIERIN BE xE s bk
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER FET TER TEx FER
Turnover from external customers — RESNIEFPHIE X% 755,329 344,250 3,601 - 1,103,180
Inter-segment tumnover NEEEEE 249,644 3,839 - (253,483) -
Total turnover et 1,004,973 348,089 3,601 (253,483) 1,103,180
Segmental EBITDA S FBEBITDA 165,758 57,919 (14,095) 1,014 210,596
Depreciation nE (2,564) (40) (523) - (3,127)
Amortisation gk (6) - - - (6)

Segmental operating profitfloss) ~ HREELER|,/ (B8 /

profit/(loss) before income tax 3 Fﬁﬁ%ﬁ AEF/ (BB 163,188 57,879 (14,618) 1,014 207,463
Income tax expense SIS (25,668)
Profit for the year ERET 181,795
BHEBRRREABRAR « —T— _FER 97
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SEGMENT INFORMATION (continued)
The segment assets and liabilities at 31 December 2012 and
additions to non-current assets for the year ended 31 December

2012 are as follows:

TEER @

R-B——F+-_A=+—HNDEEE
rEEARBE-E——F+-_A=+—

BILFEIFRBEEARENT

As at 31 December 2012

RZE-—F+=ZA=+—H

PRC,
other than
Hong Kong,
Macau and
Taiwan Hong Kong us Total
HE (B8 -
B R
BEERID) &8 ESei B
HK$'000 HK$'000 HK$'000 HK$'000
THET THET THET TET
Segment assets DEEE 1,248,680 924,518 20,562 2,193,760
Segment liabilities NEBE 365,347 16,612 967 382,926
Year ended 31 December 2012
BE-Z-—-HF+t-A=+—-HLHEE
PRC,
other than
Hong Kong,
Macau and
Taiwan Hong Kong us Total
HE (B8 -
R R
=3 {53 BB £ ok
HK$’000 HK$’000 HK$'000 HK$'000
THET THET THET THET
Additions to non-current assets JERBEEXNRE 2,460 52 250 2,762
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SEGMENT INFORMATION (continued) 7 SEER®
The segment assets and liabilities at 31 December 2011 and R-E——F+ A=+ HNDBEE
additions to non-current assets for the year ended 31 December FEEURHE - E—F+ _A=1+—

2011 are as follows:

BILFEFFRBEENRENT

As at 31 December 2011
RZE——F+ZH=1+—H

PRC,
other than
Hong Kong,
Macau and
Taiwan Hong Kong us Total
HE(EE -
PR
aERIN) Bk £ #wE
HK$'000 HK$'000 HK$'000 HK$'000
FHET THET TET TET
Segment assets DEEE 1,124,047 873,729 8,262 2,006,038
Segment liabilities NEBE 375,197 29,276 a1 404,884

Year ended 31 December 2011
BHE_Z——F+-_A=1+—HILEE

PRC,

other than

Hong Kong,

Macau and
Taiwan Hong Kong us Total

R (B

RPI R
aERIN) BE 35 Pk
HK$'000 HK$'000 HK$'000 HK$'000
FHT FHT FHT FHT
Additions to non-current assets JERBNE ERRE 2,302 62 2 2,366
Segmental EBITDA represents segmental operating profit/loss S FAEBITDATEHIBR B & B AN ~ P18 BB
before finance costs, income tax expense, depreciation of Y oME - BERRETEAREE i
property, plant and equipment and amortisation of leasehold AN ECE RN BE - D EEE
land. Segment assets consist primarily of property, plant and TEREYE  BENEE HELH -
equipment, leasehold land, inventories, deposits and other B8 Re RHEMEBKFUE - BEERR KL
receivables, trade and bills receivables, financial assets at fair JEWER - AV EFTEBEZFH A
value through profit or loss, restricted cash and cash at bank and FlkBEENemMEE  IRHIRSARR
on hand. Segment liabilities consist primarily of trade payables, TERFLES HHEEEXEREEMNE

other payables and accruals and taxation payable.

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

Revenue of approximately HK$162,453,000 (2011:
HK$210,038,000) is derived from the largest customer,
representing 12.4% (2011: 19.0%) of the total revenue, which is
attributable to the PRC operating segment. HK$136,096,000
(2011: HK$123,578,000) is derived from the second largest
customer, representing 10.4% (2011: 11.2%) of the total
revenue, which is attributable to PRC operating segment (2011:
Hong Kong operating segment).

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

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

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

DRER )
IRDEERECREVE  BEKEE
HIRE °

A 8#)162,453,0008 L (= F ——F ¢
210,038,000/ 7T ) K AT K B 8 — &
AEF  ZEWAREFRANI.4%
(ZE——F  19%) UTEERNPEER
D 8. A& B 4136,096,0008 T ( — &
——4F : 123,578,000 7T ) &) Y A Jb 3K
AE—FZARF 2SR AEEFHRA
B1104% (ZZ——F : 112%)WEBER
FPREEBSL( = ——F HEEBS
&) -

FHMITEERENETEZREGEEWHR
RATE—H -

AEBETBUEE  FERXBEREM
i o
REBIRZEEMAEMEIEREN & ZE KR
PEEZMEHIOT ¢

As at 31 December

R+=-—HA=+-—H
2012 2011
—E——F —ZT——%F
HK$’000 HK$'000
FET FET
Non-current assets FREBEE
PRC, other than Hong Kong, R (B - R
Macau and Taiwan KA EBRIN 9,084 9,347
Hong Kong &5 146 142
us EH 1,264 1,555
10,494 11,044
Current assets REBEE
PRC, other than Hong Kong, R (RS - R
Macau and Taiwan EEBRIN) 1,239,596 1,114,700
Hong Kong B 924,372 873,587
us EH 19,298 6,707
2,183,266 1,994,994
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EXPENSES BY NATURE

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

EMHEESHAX
FTABERAE « HEMRAT RITERHA XA
AT

Year ended 31 December

BEt+t-A=1+—HLEE

2012 2011

—E——F —ET——F

HK$’'000 HK$'000

FET FHT

Auditors’ remuneration — audit services ZHANE — TR 1,310 1,077
Depreciation of property, plant and Y - BEREETE

equipment (note 15) (Bg5E15) 3,369 3,127
Amortisation of leasehold land (note 16) TR &+ b #E 5% (FisE 16) 6 6
Employee benefit expenses (including EEBNAY (BREEEME)

Directors’ emoluments) (note 10) (Mg 10) 132,624 91,055
Costs of inventories sold (note 19) EHFERA (M 19) 832,535 694,303
Operating lease rentals in BFKLHERS

respect of buildings 10,637 8,131
Research and development costs Lt N 82,808 52,695
Loss on disposal of property, HEME - BE L& HERNEE

plant and equipment 8 -
(Write back of provision)/provision for FEUERFURE (BB R E), it

impairment of trade receivables (MF5E20(c))

(note 20(c)) (1,919) 28
Donation B 1,238 -
NET FOREIGN EXCHANGE LOSS 9 HMNEFEEE

The net foreign exchange loss recognised in administrative
expenses for the year ended 31 December 2012 amounted to

HK$223,000 (2011: HK$4,726,000).

HEERMBARAT « T ZEFH

BE_ZE——H+-A=1+—RA1FER
THRREZIFTHEROINEFEE B
223,000/8 0 (=& ——14 : 4,726,000
TT) °
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EMPLOYEE BENEFIT EXPENSES (INCLUDING
DIRECTORS’ EMOLUMENTS)

10 EERARAX (BREESHE)

Year ended 31 December

BEt+-A=1+—HLEE

2012 2011

—E——F %

HK$’000 HK$’'000

FTET FAT

Wages and salaries ITENFHS 100,946 82,327
Share options granted to directors and BTEENEBMEERE

employees 20,373 -

Social security and pension costs HERE KRR 11,305 8,728

132,624 91,055

(a) Directors’ and chief executive's emoluments
The Directors’ and chief executive’s emoluments during
2011 and 2012 are both equivalent to key management
compensation.

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

(a) EERTHAZMNS
RZE——FRZT——FEER
THASMESHEENTEEEERN
e -

RBEBEE  AABZEZERITR
BERBEIO

Year ended 31 December 2012

BE-S-“E+tZA=1-HLEE

Employer's
contribution
Discretionary ~ to pension Share
Fees Salary bonus scheme options Total
£
Bihe
ik #é RMEEA eI BIRE ot
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Name of Directors EEps TR TR TR TR TET TR
Executive Directors HITES
Nie Guoming EEH 1,000 719 200 3 2,534 4,486
Jiang Hongchun [ =S
(Chief Executive Officer) (f1848%) 900 800 = 2 1,520 3,252
Li Wenjin ENE 800 - 200 14 2534 3,548
2,700 1,519 400 79 6,588 11,286
Independent Non- BUEHTES
Executive Directors
Yip Wai Ming (e 100 - - - - 100
Wu Min RE 100 - - - - 100
Man Kwok Kuen, Charles bl 100 - - - - 100
300 = = = = 300
3,000 1,519 400 79 6,588 11,586
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10 EMPLOYEE BENEFIT EXPENSES (INCLUDING
DIRECTORS’ EMOLUMENTS) (continued)
(a) Directors’ and chief executive’s emoluments
(continued)

10 EERFMAX(BRESHE)

(&)

(a)

ESRTHRERME (@)

Year ended 31 December 2011

HE-2——F+-A=t-EILFE
Employer's
contribution
Discretionary to pension
Fees Salary bonus scheme Total
ExH
EIhe
fika i BBIEA st B ek
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Name of Directors L £2:34 TR TR FET FAT TAT
Executive Directors HiTES
Nie Guoming EEH 1,000 724 200 45 1,969
Jiang Hongchun BxE
(Chief Executive Officer) (T8 #3) 900 706 200 6 1812
Li Wenijin ENE 800 - 200 13 1,013
2,700 1,430 600 64 4,794
Independent Non- BUFHTES
Executive Directors
Yip Wai Ming EzH 100 - - - 100
Wu Min R 100 - - - 100
Man Kwok Kuen, Charles XE# 100 - - - 100
300 - - - 300
3,000 1,430 600 64 5,094

During the year ended 31 December 2012, no Directors of
the Group waived any emoluments and no emoluments
were paid by the Group to any of the Directors as an
inducement to join or upon joining the Group or as
compensation for loss of office (2011: Nil).

There was no arrangement under which the Directors
agreed to waive any emolument during 2011 and 2012.

RBE-_T——F+-_HA=1+—H
LFE MEANSEEEREMLM
M AEBRERERESN
MEERTSIREMAREELR
1R %5 AN £2 [ A5 ) SR B ol B BBl
B(=F——%F:8|)-

RZB——FR_FT—_F HE
EERERECAMEOREE -
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10 EMPLOYEE BENEFIT EXPENSES (INCLUDING 10
DIRECTORS’ EMOLUMENTS) (continued)

(b) Five highest paid individuals

The five individuals whose emoluments were the highest in
the Group for the year ended 31 December 2012 included
three Directors (2011: three). The emoluments payable to
the remaining two (2011: two) individuals during the year

are as follows:

EERIFEX(BEEEHE)

(%)

(b) EREREHFAL
AEEBBE-_ZT—Z_F+=A
—t+—HLEFEREERFTALTE
BF=REF(ZE—F:=4) -
AEERNHTME(ZE——F :
ME) ATHBEEIImT

2012 2011
—E——F —ZT——%F
HK$'000 HK$'000
F&T FHET

Salaries, allowances, share options e o RRL - B
and benefits in kind L EVMEH 6,427 2,652
Pension cost BRIRE A 48 42
6,475 2,694

The emoluments fell within the following band:

B2 oI R -

Number of individuals

AE
2012 2011
—E——F —ZT——%F
Emolument band i< 48 51
Nil to HK$ 1,000,000 0/%7C—1,000,0007%5 7T - 1
HK$1,000,001 — HK$2,000,000 1,000,001 & 7T —
2,000,000 /& JT - 1
HK$2,000,001 — HK$3,000,000 2,000,001 70—
3,000,000 /& JT 1 -
HK$3,000,001 — HK$4,000,000 3,000,001 77T —
4,000,000 & T 1 -
2 2
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1"

INCOME TAX EXPENSE

11 FERMAX

Year ended 31 December
BZ+TZA=+—HLEE

2012 2011
—E——F —T——%F
HK$'000 HK$'000
FET FET

Current income tax BUERFR1S R
— PRC corporate income tax — B ETER 23,847 15,241
- Hong Kong profits tax —BBNER 15,909 10,425
Under provision in prior year BEFERETR 541 2
Income tax expense FrS i 40,297 25,668

Hong Kong profits tax has been provided for at the rate of 16.5%
(2011: 16.5%) on the estimated assessable profit for the year
ended 31 December 2012.

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

Pax Computer Technology (Shenzhen) Co., Ltd. (“Pax Computer
Shenzhen”), a subsidiary of the Company, is located in the
Shenzhen Special Economic Zone. Pursuant to the Corporate
Income Tax Law of the PRC effective from 1 January 2008 (the
“CIT Law”), Pax Computer Shenzhen is subject to income tax at
rates gradually increase from 18% in 2008 to 25% in 2012 over
a 5-year transition period unless the preferential rate is applicable.
Pax Computer Shenzhen was qualified as a High and New
Technology Enterprise in 2009 under the CIT Law and is eligible
to enjoy a preferential tax rate of 15% for 3 years from 2009. As
such, the applicable enterprise income tax rate of Pax Computer
Shenzhen was 15% for the year ended 31 December 2011. In
addition, Pax Computer Shenzhen applied to the relevant
authorities in the PRC and has successfully extended the
qualification as a High and New Technology Enterprise in the
PRC. It is entitled to a concessionary CIT tax rate of 15% for a
period of 3 years from 2012 to 2014.

Pax Technology, Inc., a subsidiary of the Company in the US, was
operating at a net loss position and did not have any assessable
profit for the year ended 31 December 2012 (2011: Nil).

BE-_T——F#+-_A=+—RHIEE -
EBFESHBIE G ERT S FIRR X
16.5% (ZF——F : 16.5% ) fEH B -

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

RATIMB AT EETEEEM ORI
ER AR BBERRI DA RRY
R RER-_TTN\F—A—A4%
WP RECEMSHE(CEMSGH
E])  BERTERRYIBMATS AT R
=TT )\F 8 18% LA T4 8 B
WINEZT—ZF825%  BEHEXE
RERIN - BREBEEMEEE  B=:TE
BRIN ZZTENFBR SR E -

T ETANFR-FHEAERESE
1I5%HEEHER Ay HE_F——
FH+ZA=1+—HIEFE  BSTEHE
NEOBRACEMEBEAE15% © Loh -
AEFERFINATREBE BRBILK
NEEFRE MR EEER MR ZE
— R NFEE-FHMEA
15% KB R ZEFTISTBIE o

Pax Technology, Inc. ( X 2 &) iz 7 35 Bl &Y
—HMEAR) RBE=_E——F+=A
=+ ALFESBSBIEFE  WEER
ERBAEF(ZT——F : £8) -
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11 INCOME TAX EXPENSE (continued)

11 FEFRBAX W

12

106

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:

AR B B PTG A5 A A A A AR TR BB AR E A
REERDERER KA G E B8R N 80 ik F
B EFEAIER SR ZRM D

Year ended 31 December

BE+-—A=+—HLEE

2012 2011
—EB-——fF -
HK$'000 HK$'000
FTER FAT
Profit before income tax R PRASTE Aa F 223,256 207,463
Tax calculated at domestic tax rates EREEBRREERFIE
applicable to profits in the BRI RTENTIE
respective countries 34,840 32,003
Income not subject to taxation HR M EBA (1,722) (6,220)
Tax incentives for research and development — FAAR B EE AR 37 Y BB A 7
expenses available for a subsidiary M EEANTHIEER
incorporated in the PRC (note (i) (FIEEG)) (3,963) (4,146)
Expenses not deductible for taxation BT E DA R A
purposes 6,573 1,836
Unrecognised tax losses RERH TR IAE 15 1,649 2,193
Tax effect on VAT incentives HIRETEEELED
MBTE 2,379 -
Under provision in prior year F—FEBETR 541 2
40,297 25,668

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

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

The weighted average applicable tax rate was 15.6% (2011:
15.4%) for the year ended 31 December 2012.

LOSS ATTRIBUTABLE TO EQUITY HOLDERS
OF THE COMPANY

The loss attributable to equity holders of the Company is dealt
with in the financial statements of the Company to the extent of
HK$3,775,000 for the year ended 31 December 2012 (2011:
HK$5,203,000).

12
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Q) - AR E — R B E A R E A
ESTHBEBREHEARMN —ERRES - RIR
BRARBEEMAR - ANEE A R FEINEER
HeREFNRBHEEMANS0%  EEFH
BT R RERR o

BE_Z——H+_-_A=1+—RBIFE "
IR E AR R A15.6% (T ——4 :
15.4%) °

RAREZBEARGER

BHE-T——F+-_A=+—HIEFE"
RRAFERFFA AFE(LETE3,775,000%8
JT(=Z——% : 5,203,000/ 7T) JIRA
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13 EARNINGS PER SHARE

(a)

(b)

Basic

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

13

BRER

(a)

BEx
BREABRNDEARNBRERE
ANEBEAFEEFRFADETE
ARG E -

Year ended 31 December

BE+T-A=+—HLEE

2012 2011
—E——fF —E——fF
Profit attributable to equity holders KR BERFEE ARG
of the Company (HK$'000) (F&mT) 182,959 181,795
Weighted average number of ordinary BT BRI T
shares in issue (thousand shares) (FR) 1,037,728 1,036,488
Basic earnings per share FRREREAN
(HK$ per share) (&) 0.176 0.175

Diluted

Diluted earnings per share is calculated by adjusting the
weighted average number of ordinary shares outstanding
to assume conversion of all dilutive potential ordinary
shares. The Company has two categories of dilutive
potential ordinary shares: Over-allotment Option (note 24
(c)) for year 2011 and share options (note 25) for year
2012. For the Over-allotment Option, 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 from 1
January 2011 to the date exercised Over-allotment Option)
based on the monetary value of the subscription right
attached to outstanding Over-allotment 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 Over-allotment Option. The remaining
Over-allotment Option not exercised was expired on 13
January 2011. 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 options. 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.

HEERMBARAT « T ZEFH

(b)

e
BREERFNTEANABRE
BT BB S R R T EAR A
RO ETTBROMEFSE -
ANA R BT R B e
TR T —F SRR R
(24 R ——FEHERE
(MI5E25) - BABEERREN S © A
BEAEAFEGRARARDR
—E——F—A—HE{IFBRERE
BEBSHENFEFOTEET)BA
WD EE - AR M ARTT B
BRI REREEEEED
AE R EMARFENRDEE
BERREITFEEERRERED ET
BN B FEELER « B2 N i R ITIE
BEREREE R = —F—A
T-HE®R - BREFE  RHE
TEERERMRBENEEEE
SHE UEBEARAFE(EAR
ARIRMEANFETE)EEN
AP E - & bt AR ETE R
2 E R R R T PR ED B
TEORRD BB fELLER -
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EARNINGS PER SHARE (continued)
(b) Diluted (continued)

13 BREF @
(b) #BE(®)

Year ended 31 December

BE+t=-A=+—HLEFE

2012 2011
—E——F —T——F
Profit attributable to equity holders RABIERFFE ABG R
of the Company (HK$'000) (F%&T) 182,959 181,795
Weighted average number of ordinary BT E BRI T8
shares in issue (thousand shares) (Fh%) 1,037,728 1,036,488
Adjustments for share options SLEBREF L AR
(thousand shares) (FR%) 1,742 -
Weighted average number of ordinary BREERN N T RRK
shares for diluted earnings per share hniEF98K
(thousand shares) (FR%) 1,039,470 1,036,488
Diluted earnings per share BREERF
(HK$ per share) (AERETZ27) 0.176 0.175

Diluted earnings per share for the year ended 31 December
2011 is the same as the basic earnings per share as the
conversion of potential ordinary shares in relation to the
outstanding Over-allotment Option would have anti-dilutive
effect to the basic earnings per share.

14 DIVIDENDS

No dividends had been paid or declared by the Company during
the year ended 31 December 2012 (2011: Nil).
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15 PROPERTY, PLANT AND EQUIPMENT - GROUP 15 ¥%¥ - BEERXE — F~KE

Office
Leasehold  furniture and Plant and Motor
Buildings improvements  equipment  equipment vehicles Total
HE BAE BE
¥ NE%E  BERRE Rt "E by

HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000
TiEn T T TiEx TiEn TiEn

At 31 December 2010 RZB-Z5+-A=1-H
Cost KA 7143 988 8,905 1,812 3,704 22,55
Accurnulated depreciation ZitE (3399 (839) (4,544) (1327) (1,249) (11,358)
Net book amount FEFE 3,744 149 4,361 485 2,455 11,194
Year ended 31 December 2011 HE-Z——

TZA=T-BLEEE
Opening net book amount HUEEHE 3,744 149 4,361 485 2,455 11,194
Additions NE - - 984 759 623 2,366
Depreciation (note 8) RE (M) (698) (152) (1,366) (220 (691) (3,127)
Exchange differences EXEE 144 3 105 2 92 376
Closing net book amount HREHEE 3,190 - 4,084 1,056 2,479 10,809
At 31 December 2011 W=E-——F+=-A=1—H
Cost R 7,446 1,030 9,986 2,665 4,484 25,611
Accumulated depreciation ZiHnE (4,256) (1,030) (5.902) (1,609) (2,005) (14,802)
Net book amount REFE 3,190 - 4,084 1,056 2,479 10,809
Year ended 31 December 2012 BE-B--%

TZAST-BALEE
Opening net book amount BOREFE 3,190 - 4,084 1,056 2,479 10,809
Additions RE - - 1,505 1,257 - 2,762
Depreciation (note 8) 18 (K 8) (866) - (1,428) (274) (801) (3,369)
Disposals HE = = @) = = @)
Exchange differences EXER 15 - 2% 20 10 69
Closing net book amount BRREFE 2,339 - 4177 2,059 1,688 10,263
At 31 December 2012 R-E--£+-A=1-H
Cost B 7,504 1,038 11,292 3,950 4,517 28,301
Accumulated depreciation ZiE (5,165) (1,038) (7,115) (1,891) (2,829) (18,038)
Net book amount REFE 2,339 - 4177 2,059 1,688 10,263
All depreciation of the Group’s property, plant and equipment AEBWE  BERREHAAITED S
has been charged to administrative expenses. ATHES -
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LEASEHOLD LAND — GROUP

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

16 HELTH# —FKEH
AEEREE LRI — RN
# o HBREFES T :

Year ended 31 December

BE+-—A=+—HLEE

2012 2011

—E--F —T——%F

HK$'000 HK$'000

TET FAT

Opening net carrying value EAF AR DA 235 231
Amortisation (note 8) o (fsEs) (6) (6)
Exchange difference = 2 10
Closing net carrying value B RBREFE 231 235

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

INVESTMENT IN A SUBSIDIARY — COMPANY

AREMFAE AN T E - HHA10
E50F - AEEME M ERHE
HASTBAX -

17 RMBARNKRE —A2FH

As at 31 December

R+=—A=+—8
2012 2011
—E--F —T——F
HK$'000 HK$'000
FTER FAET
Investment, at cost: ®E - HBKAREE -
Unlisted shares FE LR 528,103 528,103
Investments arising from share-based IR RER X NEERRE
payments (note (i) (BT 5% () 13,252 -
541,355 528,103

note (i): The amount represents share-based payments arising from the grant of
52,300,000 share options of the Company to directors and employees of
subsidiaries for their services provided to the subsidiaries. Further details on
the Group'’s share option scheme are disclosed in note 25.
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17

INVESTMENT IN A SUBSIDIARY — COMPANY

17 RMIBATINKRE — A2

(continued) (&)
The following is a list of subsidiaries as at 31 December 2012: RZE——F+_A=+—8  KEAA
WBENT
Place of incorporation Principal activities and Particulars of issued and
Name and type of legal entity place of operation paid up/registered capital
HMA LS ITEBR BRARA/ Interest held
£ REEERER BB EMERFE Fr
Grand Global International Limited British Virgin Islands, limited Investment holding in 2 ordinary shares of US$1 each 100%(#)
liability company Hong Kong UREREE 1 ZTNERR
ABRRES BRAA EEBRRERERR
Pax Technology Limited Hong Kong, limited liability Sales of EFT-POS products 26,250,000 ordinary shares of HK$1 100%
AERBERAA company and provision of related each, 8,750,000 series A preference
FiE - ARAR services in Hong Kong shares of HK$ 1 each: 8,750,000
EEBHET-POSERRIRE series B preference shares of HK$ 1
TRRRR each
26,250,000 B REE BTN ERR -
8,750,000 R EREE 1 BTH 2T
AERR : 8,750,000 REREE 1
BT 258 BER
BEHEREI (RN BRAT PRC, limited liability company Development and sales of EFT-POS  HK$200,000,000 100%
(Pax Computer Technology HE - ARAR products and provision of 200,000,000/ 7T
(Shenzhen) Co., Ltd.) (*) related services in the PRC
EPEHERTREFT-POSER
REEIEERE
Pax Technology, Inc. US, limited liability company Sales of EFT-POS products in the US  US$1,000 100%

B ARAA EREHELFT-POS ER
# Interest held directly by the Company.
* The English name of Pax Computer Shenzhen represents the best effort by

the management of the Group in translating its Chinese name as it does not

have an official English name.

18
COMPANY

AMOUNT DUE FROM A SUBSIDIARY —

18

The amount due from Pax Technology Limited, one of the
indirectly owned subsidiary of the Company, is unsecured,
interest-free and repayable on demand.

1,000%7
# AAREEF AR
* mMABEEEERTEEANEXERE )

HAXEBRRAEEERERBETXER
BT HERAE N -

FEUH & X RIRRIE — AR A F

R AR B EP —EREEAEENHE AR
BEMRARAFRRAERELRR 28R
AEERIEE -
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19 INVENTORIES — GROUP 19 FE —XKHE
As at 31 December
R+=ZA=+—H
2012 2011
—E——F %
HK$'000 HK$'000
THET FET
Raw materials JRA 69,904 73,815
Work in progress TR 42,502 31,578
Finished goods RIEK SR 131,395 200,273
243,801 305,666
The cost of inventories included in cost of sales during the year RARFE - HEXNERPEEOHTFEEKRL
amounted to approximately HK$832,535,000 (2011: £832,535,0008 w( = & — — F:
HK$694,303,000). 694,303,000 L) °
No provision for obsolete inventories was made during the year RAFEE  BERREFETIREE(Z
(2011: Nil). T——F )
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20 TRADE AND BILLS RECEIVABLES, DEPOSITS 20

BUERRREREE RERK

AND OTHER RECEIVABLES HipEWFRIE
Group Company
FEE b /NG
As at 31 December As at 31 December
W+=ZB=+—-H W+=ZB=+—-H
2012 2011 2012 2011
—E-—& —T——4 —E-C-& —T——F
HK$'000 HK$'000 HK$'000 HK$'000
FTER FET TR TAT
Trade receivables (note (a)) TEYBR R (5T (a)) 409,756 430,313 - -
Amount due from related parties & Ut BB 75 7008
(note 32(b)) (Pt 3£ 32(b)) 4,082 - = -
Less: provision for impairment A R TORE
of receivables (note (c)) B (M) (28) (1,953) - -
Trade receivables, net e BR TR 5 413,810 428,360 = -
Bills receivables (note (b)) e ZHE (MisE (b)) 130,666 75,355 - -
Trade and bills receivables G e 544,476 503,715 - -
Deposits and other receivables e REMEWRIE 10,333 17,305 721 2,016
Trade and bills receivables, deposits &L R 31 & L Z 3 -
and other receivables Be M HMERZIE 554,809 521,020 721 2,016

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

RE B o A A FE W AR R B R IR 4 -
BE MEMEYGRIENERRETATIE

in the following currencies: BBEtE
Group Company
KxEH RAF]
As at 31 December As at 31 December
R+=ZA=+—H R+=ZB=+—8H
2012 2011 2012 2011
—E-C-F —T——F —E-——F —F——1F
HK$'000 HK$'000 HK$'000 HK$'000
FERT FET TET FET
HK$ BT 8,829 7,645 721 2,016
RMB AR 524,753 480,871 = -
US$ ETT 21,227 32,504 - -
554,809 521,020 721 2,016

The fair values of trade and bills receivables, deposits and other
receivables approximated their carrying values as at 31 December

2011 and 2012.

RZE——FR_FT——F+-A=+—
B ERERNEREE  me REAwmE
WER R A EEEREERS -
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20 TRADE AND BILLS RECEIVABLES, DEPOSITS

AND OTHER RECEIVABLES (continued)

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

20 BURAREBEURERE BER

H b fE W FRIE ()
(a) MW

REEHRTEZHIEHANEEHRR
0£180B 1% - At KEHEMEE
AR E R RAEF X HEIE 180
ANEES R ——FR_F
——F+=ZA=1+—8 " BRER

BRI D ATUOT
As at 31 December
R+=-—HA=+-—H
2012 2011
—E—_—F —_F—

HK$’'000 HK$'000
FET FHIT
Up to 90 days 90 HIAM 303,746 290,318
91 to 180 days 912180 H 56,048 84,058
181 to 365 days 181£365H 16,824 21,593
Over 365 days 365 B £ 37,220 34,344
413,838 430,313

As at 31 December 2012, trade receivables included
retention money receivables of HK$37,561,000 (2011:
HK$46,726,000), which represents approximately 2% to
5% (2011: approximately 2% to 5%) of the relevant
contract sum granted to certain number of the customers
in the PRC that has a retention period of three to five years.
As at 31 December 2012, retention money receivables aged
over 365 days amounted to HK$28,150,000 (2011:
HK$31,789,000).

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
40.4% (2011: 55.9%) of the Group's turnover for the year
ended 31 December 2012. They accounted for
approximately 66.2% (2011: 73.0%) of the gross trade
receivable balances as at 31 December 2012.

Receivables that were neither past due nor impaired
amounted to approximately HK$404,877,000 (2011:
HK$428,360,000) as at 31 December 2012.
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MBHMBEIA=ZZRF - R_F
——F+-_A=+—8 " BHFRE
#e 8 18 365 H 89 48 %8 /5 28,150,000
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20 TRADE AND BILLS RECEIVABLES, DEPOSITS
AND OTHER RECEIVABLES (continued)

(a)

(b)

Trade receivables (continued)

As of 31 December 2012, trade receivables of
HK$8,933,000 (2011: Nil) were past due but not impaired.
These relate to a number of independent customers for
whom there is no significant financial difficulty and based
on past experience, the overdue amounts can be recovered.
The ageing analysis of these trade receivables is as follows:

20 BURRREREE REK

HaEWRRIE ()
(a) FEUWBRER (&)

R-IEBE——F+_A=+—H8 &
I BE $£8,933,000 T ( —Z & — —
F oE)DBPERRE BER
ZUWEEAVERAENBEIR,E
B RERBALER  @ARIER]
FULE o 15 EUWRER A EBRER DT
NN

As at 31 December

R+=—A=+—A~

2012 2011
—E——F —ZT——%F
HK$’'000 HK$'000
FET FHETT
Up to 90 days 90 HIAA 4,403 -
91 to 180 days 91£%180H 1,448 -
181 to 365 days 181 £ 365H 1,118 -
Over 365 days 365 B E 1,964 -
8,933 -

Bills receivables (b) EWEE

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

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

ZEERIE DI AR AN E A AR
SRITENZRE -

REBERKEENEIBERAT -

As at 31 December

R+=—A=+—H
2012 2011
—E——fF —E——F
HK$'000 HK$'000
THET FAT
Up to 90 days 90 H AR 75,333 21,937
91 days to 180 days 91THZ180H 55,333 53,418
130,666 75,355
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20 TRADE AND BILLS RECEIVABLES, DEPOSITS 20 BUIRRREWRREE RER

AND OTHER RECEIVABLES (continued) H {th FE U FRIE (40)
(c) Provision for impairment of trade receivables () EWRIUBERE
The movement on the provision for impairment of trade JEWBR R E R BEB T

receivables is as follows:

As at 31 December

Rt+t=A=+—H
2012 2011
—E——F —EF——

HK$’000 HK$’'000

FET FET

At beginning of the year REH] 1,953 1,846
(Write back of provision)/provision Rir e W m R ERR
recognised in the consolidated (B ERm), B

income statement (note 8) (Mtzx8) (1,919) 28

Exchange differences EH R (6) 79

At end of the year RER 28 1,953

The maximum exposure to credit risk at the reporting date RipE BEENRAKEERR A

is the carrying values of each class of receivables mentioned PR EAERGIBENREE - RN

above. The Group did not hold any collateral as security for T——F+-A=1+—H  KEH

these receivables as at 31 December 2012 (2011: Nil). A 4 iR 2 E U SR IB 1 A (] R

m(ZT——F : |\) -
The other classes within trade and bills receivables, deposits RUWEER R EWERE R REM
and other receivables do not contain impaired assets. FEUGRIE R E b 48 51 A I & 2 R (E

A7
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21 FINANCIAL ASSETS AT FAIR VALUE THROUGH 21 ZEAFEFTEEHZEHTT AR

PROFIT OR LOSS — GROUP AND COMPANY AHEENEMEE — £ &
BRART
As at 31 December
R+=HA=+—H
2012 2011
—E——F —ET——F
HK$'000 HK$'000
THET FHT
Listed securities — held-for-trading ETEEFE — BARSENMEE
— Equity securities — HK —REES — BB 10,057 -
Market value of listed securities LB AFNTE 10,057 -
Financial assets at fair value through profit or loss are presented BATERE ARG AR BB
within ‘investing activities’ in the consolidated cash flow TREESNGAREREREAT [RE
statement. JEE)] o
Changes in fair values of financial assets at fair value through RATEFE BEEH T ARFSEIEN
profit or loss are recorded in ‘other gains — net’ in the TREENQHEZ S AGE WmKRE
consolidated income statement (note 6). T [E bzt — F58 I (FIEe6) ©
The fair value of listed securities is based on their current bid EMESHATEDREENGREMTISH
prices in an active market. WITBEANEBRE o
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#n B T IS R KRB 5L

RESTRICTED CASH - GROUP

22 ZRERE —FEEH

As at 31 December

R+=HA=+—8H
2012 2011
—E——fF —ZT——%F
HK$'000 HK$'000
FET FET
Restricted bank deposits SR EIERITIER 16,173 16,017

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.

As at 31 December 2012, the effective interest rate on restricted
bank deposits was 0.35% (2011: 0.5%) per annum. All restricted
cash were kept in the bank accounts opened with banks in the
PRC as at 31 December 2011 and 2012, where the remittance of
funds is subject to foreign exchange control.

CASH AT BANK AND ON HAND

XRHEBRSEAREERRIZNEREZS
URHETFEPNERMNFRNRITF
Ko TIAAREEHE -

RZB——F+-_A=+—8 " ZRHR
THEFHEBRANERTF035%(ZF
——F:05%)c RZE——FR=ZF
——F+-A=+—8 FBEXRHES
FHRAEFRBIEARITRMLABRITERS - M
EHESHNNEZRIINEE S o

23 RITRFLRE

Group Company
biN | NN
As at 31 December As at 31 December
R+=A=+-H W+=A=+-8
2012 2011 2012 2011
—E-CF —E——% —B-=F —T——F
HK$’000 HK$'000 HK$'000 HK$'000
THET TiET THER FAT
Cash at bank and on hand BINFLRS 681,505 560,611 59,170 150,430
Short-term bank deposits 5 ERERTTIF N 676,921 591,680 637,921 552,073
1,358,426 1,152,291 697,091 702,503

As at 31 December 2012, funds of the Group amounting to
HK$519,162,000 (2011: HK$316,016,000) were deposited in
bank accounts opened with banks in the PRC where the
remittance of funds is subject to foreign exchange control.
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23 CASH AT BANK AND ON HAND (continued)
The effective interest rate per annum on short-term bank deposits
of the Group was 0.13% (2011: 0.49%) per annum. These
deposits have an average maturity of 53 days (2011: 82 days).
The carrying amounts of cash at bank and on hand were
denominated in the following currencies:

23

BOTEFLERES®
AEBRBHETERNERFNE A
0.13% (=T ——% : 0.49%) ° ZS5FXK
MFHYEEHE ASH(ZZE——F : 82
)BT RFEESHNIREMETID B
TR EEEEHE ¢

Group Company
EE AT
As at 31 December As at 31 December
R+=R=+-—8H R+=B=+-—8H
2012 2011 2012 2011
—F--F % —¥—C-F —F——F
HK$’000 HK$'000 HK$'000 HK$'000
THET FiET THER FHET
HK$ BT 727,100 709,468 696,900 702,295
RMB AR 469,212 315,342 - -
Us$ Vi 161,589 125,915 191 208
EUR BT 525 1,566 - -
1,358,426 1,152,291 697,091 702,503

The maximum exposure to credit risk of the Group and the
Company as at 31 December 2012 were HK$1,358,318,000
(2011: HK$1,152,065,000) and HK$697,091,000 (2011:
HK$702,503,000) respectively.

R-E——F+-_A=+—H KEAK
ARAal & REERRBRS AN A
1,358,318,000% w( = & — — F:
1,152,065,000 % 7T ) & 697,091,000 % 7T
—Z——% :702,503,000/&7T) °

24 SHARE CAPITAL 24 R
(a) Authorised share capital of the Company (@) ALFHEERE
Number of Ordinary
ordinary shares of
shares HK$0.1 each
SREEO0.1
ZEREA BTHNEBER
(Thousand
shares) HK$'000
(FH) TET
Authorised EE
At 1 January 2011, 31 December 2011 and R—ZE——F—A—H
31 December 2012 —E——F+ZA=+—HK
—E-—F+-A=1+—H 2,000,000 200,000

HEERMBARAT « T ZEFH
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(b)

(o)

24 SHARE CAPITAL (continued) 24 RIS ()
Issued share capital of the Company (b) ALATHERITRAE
Number of Ordinary
ordinary shares of
shares HK$0.1 each
BREEO.1
ZEREA BTHEBR
(Thousand
shares) HK$'000
(FR) THERT
Issued and fully paid ERITRAR
At 1 January 2011 RZE——F—H—H 1,000,000 100,000
Shares issued for Over-allotment Option PR SRR AR A

in connection with the Global Offering BT An (B3 ()

(note(c)) 37,728 3,773
At 31 December 2011 RZE——F+-_A=+—H 1,037,728 103,773
At 1 January 2012 and 31 December 2012 RZZE——F—F—BK

—E-H+A=1+—H 1,037,728 103,773
Over-allotment Option (c) BEEmpRAE

120

On 12 January 2011, the Over-allotment Option was
partially exercised and the Company issued an aggregate of
37,728,000 additional shares at the offer price of HK$2.88
per share. Gross proceeds in relation to the over-allotment
amounted to HK$108,657,000 was received by the
Company on 17 January 2011. The excess of issue price
over the par value of the ordinary shares of
HK$101,072,000 were credited to share premium, after
deducted the share issuance cost of HK$3,812,000. The
remaining Over-allotment Option not exercised was expired

on 13 January 2011.
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25 SHARE OPTION SCHEME

(a)

(b)

25 BERRRESHE

Share option scheme (a) BREE
On 1 December 2010, the board of directors of the RZEBE—ZF+_A—H ARQA
Company approved a share option scheme (the “Scheme”) EE gL —ERERES S ([T
for the issuance of in aggregate no more than 10% in 2D ABITEHETBBARRFN
nominal amount of the aggregate of shares in issue on the M HEE 1 TAR D AR B A 10% (BD
listing date of the Company, representing 100,000,000 100,000,000 A& A% 17 ) (18 78 #& PR 3%
shares (subject to the terms of the scheme and the relevant STEIM G R EF ETR A AR
provisions under the Listing Rules). RE) °
The Scheme was effective from 1 December 2010 for 10 ZETEER —_E—ZEF+A—H
years and unless otherwise cancelled or amended. R BRIEER E AR FEEUE K
B85 BAIZTEEBEARE R
TEBE BB -
Share option movements (b) HEREMNEE
Number of Number of
Options Options
Exercise held at Granted Exercised Lapsed held at
Price 1 January during the during the during the 31 December
Name Date of grant HK$ 2012 year year year 2012
RZE-=F R=Z-=f
-A-A t=R=1-A
e FrsH Frsd
#E RitAH Br  BRE%A ERRH ERffE Ergy  BREHA
Directors
Bz
Nie Guoming 22 June 2012 1.230 - 10,000,000 - - 10,000,000
ZEH “E-CERACTCR
Jiang Hongchun 22 June 2012 1.230 - 6,000,000 - - 6,000,000
LA “E-CERACTCR
Li Wenjin 22 June 2012 1.230 - 10,000,000 - - 10,000,000
FXE “E-ZERAZTZH
- 26,000,000 - - 26,000,000
Employees
k8
In aggregate 22 June 2012 1.230 - 54,400,000 - (250,000) 54,150,000
ozt “E-ZERAZTZH
Total - 80,400,000 - (250,000) 80,150,000
@it
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25 SHARE OPTION SCHEME (continued)

(b)

(c)

122

Share option movements (continued)

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. As to 30% of the share options are
un-conditional on the grantees which is vested on the date
of grant, a further 30% of the share options are conditional
on the grantees completing one year’s service since the
date of grant and the remaining 40% of the share options
are conditional on the grantees completing two years’
service since the date of grant. These options will be
expired on 21 June 2017. The Group has no legal or
constructive obligation to repurchase or settle the options
in cash.

During the year ended 31 December 2012, 250,000 share
options were lapsed and no share options were exercised.
Out of the 80,150,000 outstanding options (2011: Nil),
24,045,000 options (2011: Nil) were exercisable.

Fair value of share options

The directors of the Company have used the Binomial
Model to determine the fair value of the options granted,
which is to be expensed over the vesting period. Significant
judgement on parameters, such as risk free rate, dividend
yield and expected volatility, is required to be made by the
directors in applying the Binomial Model, which are
summarised as below.

25

BRAERTE (e
(b) BRENEH(E)

(9]

WZZE—=—F#~A=-+=8"
80,400,000 17 I IR #E L 1T E TR
123BLBETFTETEERES -
30% BERRAE AR ) A BRI BR
FEEA - BIN30% ERIELRTE
AERTEN —FRBFEIETSEB
FHERA  HEr40% BRIERE D
H ER#E ST M RIS B B IR 55 8
FTEBAN - ZEBEREBRZ=_Z
—tFARNAZ+T—HE®M  AKH
WHEEESEEEM  UWIRSEE
REEZEHRE -

BE-T—_f+-A=1T—HL
FE + 250,000 19 IR & KWK
A £ 77 58 4F {A] B AR 4 © 80,150,000
DEARTEERE(ZS——4F:
) R 24,045,00010 BERRE(—F
——F B BRI TITE -

BRENATE
ARRERCEA_BAABEAETE
EREBRENRFELRE R
BEBAIRFEHRN - EFAHE
AZEARA W28 (Flm &Rk
FE BB R MIEFHRE) (FH
EXRHE - BT o

31 December

2012
—E—_F
+=ZA=+—H

Fair value of share option at date of grant
Weighted average share price at the grant date
Risk free rate

Dividend yield

Expected volatility (note (i)

ey ek

note (i):  The expected volatility, measured as the standard deviation of
expected share price returns, is determined based on the average
daily trading price volatility of the shares of comparable

companies over 5 years.

See note 10 for the total expenses recognised in the income
statement for share options granted to directors and
employees.
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26 RESERVES 26 f#fE
(a) Group (a) &%KH
Capital Share
Share reserve option  Exchange  Retained
premium  (note (i) reserve reserve  earnings Total
BRfifE

BevaE (W) BRERE SHERE RERA £y
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000
TER TER TER TR TER TER

For the year ended HEo2--f

31 December 2012 +=ZA=1+-H

LEE

Balance at RZZ—C

1 January 2012 —A—BmEsH 1,230,276 (414,978) - 64,257 617,826 1,497,381
Comprehensive income 2HkE
Profit for the year ERET - - - - 182959 182,959
Other comprehensive Hitt2Ek R

income
Exchange differences arising R EIGHHIE N ]

on translation of the HBRREEN

finandial statements of EHESR

foreign subsidiaries - - - 6,348 - 6,348
Total comprehensive income 2 E K15 - - - 6348 182,959 189,307

Transaction with owners HBEEANRZS

Share option scheme B2l
— value of services — BERERBEH
provided (note 10) EE(HEE10) - - 20,373 - - 20,373
Balance at R-Z——F
31 December 2012 +-A=1+—-H
igfes 1230276 (414,978) 20,373 70,605 800,785 1,707,061
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26 RESERVES (continued)

124

26 f#E

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 2012, retained earnings
comprised statutory reserves fund amounting to HK$62,868,000
(2011: HK$50,904,000).
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(a) Group (continued) (a) ZA&EE (&)
Capital
Share reserve Exchange Retained
premium (note (i)) reserve eamings Total
BRGER
RiPEEB (BEE()) INE G REEF it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAR TAT FHL TAT TR
For the year ended Bz-2--f
31 December 2011 +ZB=+-H
JI:3:5
Balance at A ZF——
1 January 2011 —A—BREH 1,129,204 (414,978) 36,854 436,031 1,187,111
Comprehensive income 2EkE
Profit for the year EREN - - - 181,795 181,795
Other comprehensive income  Etr2E
Exchange differences arisingon S E SN B L A
translation of the financial HBREREEN
statements of foreign subsidiaries ~ [E ¥ =58 - - 27,403 - 27,403
Total comprehensive income FANERE - - 27,403 181,795 209,198
Transaction with owners HREBANRS
Over-allotment of shares REZHEERSD
pursuant to the Global Offering B H R
(note 24(c) (M 24(0)) 101,072 - - - 101,072
Balance at RZE——F
31 December 2011 +-A=1t—H
iope-a 1,230,276 (414,978) 64,257 617,826 1,497,381
Note: MEE -
(i) Capital reserve (i) ERGEE
Capital reserve represents the difference between (i) the aggregate BARBEBIETMENESE : ()RE
of the consideration for the acquisitions upon the Reorganisation; ARHKERELATE: RKATE
and (ii) the aggregate of the share capital and share premium of the BEEANW B KR R S E
direct owned subsidiaries of the Company. YA o
(ii) Statutory reserves (ii) EERE

ARA R E BT A RIZEAS A R4
FE10% PEEEAEHES  EEZ
HESEZHFIMEARNS0% - &8
MERILER EERELTARE
R BESIEMEFMER -
HESREAEFTNETMER25%
BWKFE -RZT—=F+=-ZA=+—
B RBRANOEELIECHESR
62,868,000 T( — & — — £
50,904,000 7T) ©
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26 RESERVES (continued) 26 &M
(b) Company (b) AT
Share
Share option Accumulated
premium reserve loss Total
BROEE BRERE St &t
HK$'000 HK$'000 HK$'000 HK$'000
THERT THET TET TET
Balance at R-Z-=F
1 January 2012 —B—Hf & 1,230,276 - (13,600) 1,216,676
Loss for the year FEERE - - (3,775) (3,775)
Share option scheme BEERT 2l
— value of services provided — BRERBR
(note 10) BE (MsE10) - 20,373 - 20,373
Balance at R-ZTE-——F
31 December 2012 +=B=+—8
E 1,230,276 20,373 (17,375) 1,233,274
Share
Share option  Accumulated
premium reserve loss Total
maE  BRERE ZEEE &&t
HK$'000 HK$'000 HK$'000 HK$'000
TET FET FET THET
Balance at RZE——%F
1 January 2011 —A—HBM& 1,129,204 - (8,397) 1,120,807
Loss for the year FEEE - - (5,203) (5,203)
Shares issued for Over-allotment gt 2 I3 & MiBEE
Option in connection with I A i B 1 TR (R
the Global Offering (note 24(c))  (Fff&¥ 24(c)) 101,072 - - 101,072
Balance at RZE——%F
31 December 2011 +=-A=+—H
B A5 BR 1,230,276 - (13,600) 1,216,676
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27 TRADE PAYABLES, OTHER PAYABLES AND AR HMESERERRE
ACCRUALS st IE
Group Company
i 3 | ¥ NS
As at 31 December As at 31 December
W+t=A=+-8 W+=—R=+-H
2012 2011 2012 2011
—E-C-F —T——F —E-C-F —T——f
HK$'000 HK$'000 HK$'000 HK$'000
TAERT THET TET FAET
Trade payables (note (a)) FERERS (FT3E () 224,837 249,570 = -
Amount due to a related party ﬁ?&fﬁ %Eaﬁmwﬁ
(note 32(b)) (PH3E32(b)) 42 - - -
224,879 249,570 - -
Other payables and accruals HibERRTR
FEET R
Receipt in advance TR
from customers EFFA 58,751 78,791 = -
Other tax payables Hib e 40,853 19,193 - -
Accrued expenses e 13,336 26,962 1,773 2,173
Others Hih 18,361 15,468 404 -
131,301 140,414 2,177 2,173
356,180 389,984 2,177 2,173
(a)  The ageing analysis of trade payables is as follows: (@ ENEREFORES AT
As at 31 December
R+=A=+—8H
2012 2011
—B——fF —ZT——f
HK$'000 HK$'000
FET BT
Up to 90 days 90 HILAW 204,141 228,969
91 to 180 days 91H=180H 18,483 18,904
181 to 365 days 181 HZ=365H 1,861 1,369
Over 365 days 365 B A 394 328
224,879 249,570

126

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

(a)

Deferred tax assets are recognised for tax losses carry
forward to the extent that the realisation of the related tax
benefit through future taxable profits is probable. At 31
December 2012, the Group has unrecognised tax losses to
be carried forward against future taxable income amounted
to HK$51,470,000 (2011: HK$40,480,000). These tax
losses will expire from 2028 to 2032. The potential deferred
tax assets in respect of these tax losses which have not
been recognised will be calculated based on the effective
income tax rates according to prevailing tax laws and
regulations in which the Group operates.

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

As at 31 December 2012, deferred income tax liabilities have not
been provided for in the consolidated financial statements in
respect of the withholding tax that would be payable on
unremitted earnings of the PRC subsidiary of the Group
amounting to approximately HK$26,558,000 (2011:
HK$21,174,000), as the Group is able to control the timing of
the reversal of the temporary differences and it is probable that
the temporary differences will not reverse in the foreseeable
future.

28

HEERMBARAT « T ZEFH

BEFEH — AEH

(a)

REBIBEE YA EABERIENZ
BRI BB R A& ERB R FI#E M
BATEENTIRBEERR - R
T——_F+_-_A=+—H KA£E
B R TR B B 548 & 51,470,000 7
(= F — — 4 140,480,000
JC) v Al AEEE LA GH B 1R FERR B UK
A WEBBEEBEEBHER S -N\F
BEZE=FEmM o MARERNZ
EHEFENELRLERIBEER
BIEAEELEEBERNTHE LER
BIBLERIROIETE -

FHBRERBBERBEEELN
BRLR2008]|F 1 BAR_ZTEN
FZ_AZ+-—BER - RBREZB
MeoERECE(IINERED B
E-ZTE+F+-A=+—HKEZ
FHREBBF MEIMNEEE TR
BREHBABMBIMEE - B2F
TNFE-—A—BEMRERANFEIRMN
AEE - #1% 10% BT R B IMRE
BHEWTEBIFTSH - BRIEFINEE
HEA B R AR A BT A
TIBIEL - ARETRATEIIRZHE ©

N-E——F+-A=+—H0 BREKE
(5] A 2 1) B B e = R A RS R B R 2 R
ARG R A BARRE R - MU RB AL
o2 7 o [B0  Bf JBB A ) AR P R N1 1 A5 T
BN RE VB HRRELREMEHRAE
1 15 #926,558,000/8 (=& — — F :
21,174,000787T) ©
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29 CASH GENERATED FROM OPERATIONS

128

cash generated from operations

(a) Reconciliation of profit before income tax to

29 RERBHNRE

() BRATGBANEFNEEERER
TR

Year ended 31 December

BEt+t-A=1+t—HLEE

2012 2011
—E——F —ET——F
HK$’000 HK$'000
FET FET
Profit before income tax & P 1555 A1l 4 ) 223,256 207,463
Adjustment for: AR
Interest income (note 5) FEUA (HIFES) (10,699) (6,317)
Fair value gains on financial assets at BEAFEFTEEEES)
fair value through profit or loss FT A F kB B
(note 6) CREEMATE
Wz (FI5E6) (1,671) -
Depreciation of property, W - B REETE
plant and equipment (note 8) (fF5E8) 3,369 3,127
Amortisation of leasehold land (note 8) THE iy (fTEE8) 6 6
Loss on disposal of property, HEME - HE R&HED
plant and equipment (note 8) &8 (Mizr8) 8 -
Share-based payments (note 10) VARR D A ELHE S A+
(KtzE10) 20,373 -
(Write back of provision)/provision for FEUS BR FORVE
impairment of trade receivables (B E#R ),/
(note 20) Bt (BI5E20) (1,919) 28
232,723 204,307
Changes in working capital: BEEARE
Increase in trade and bills receivables, JE UK BR 2 e U 2R A
deposits and other receivables Re RE M EWKRIE
0 (29,059) (225,581)
Decrease/(increase) in inventories FERL, (18 m) 63,413 (146,753)
Increase in restricted cash PR HIZR & 1 A0 (31) -
(Decrease)/increase in trade payables, FERBRIR - HAibEHERER
other payables and accruals REFTRE L),/
140 (36,414) 178,788
Cash generated from operations RS TR S 230,632 10,761
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29 CASH GENERATED FROM OPERATIONS 29 REMBHWERT®

(continued)

(b) In the consolidated cash flow statement,
proceeds from sale of property, plant and

equipment comprise:

(b) ZERESRMERT  HEWH -
= R SR BRI TS ROR B IE

Year ended 31 December

BE+-—A=+—HLEE

2012 2011
—F-—=F —
HK$'000 HK$'000
FTER FAT
Net book amount REVFE 8 -

Loss on sale of property, LEWE - BE R
plant and equipment FENEE (8) -

Proceeds from sale of property, Hj’§¢7)¥ B F
plant and equipment BRI FTSEIE = -

30 CONTINGENT LIABILITIES 30 HAREE

As at 31 December 2011 and 2012, the Group had no contingent

RZE——F R ——F+f=+—

liabilities. B AEELERAEE -
31 OPERATING LEASE COMMITMENTS 31 REHEERE

As at 31 December 2012, the Group had future aggregate
minimum lease payments under non-cancellable operating leases
in respect of certain office premises as follows:

R-FB——F+-_A=1t—H FAEER
BETHAEMENTIRBEEHER
BMARRREESMREENT

As at 31 December

R+=HA=+—8H
2012 2011
—E——F —T——%F
HK$'000 HK$'000
FET FET
Not later than one year TR —F 7,925 4,459
Later than one year and B —F
not later than five years BRNEBRF 6,914 4,384
14,839 8,843
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RELATED PARTY TRANSACTIONS 32 EBARS

Parties are considered to be related if one party has, directly or i —% AT AR DB BT E M A
indirectly, the ability to control the other party or exercise Tk EH A A L1 B RS & R R &
significant influence over the other party in making financial and HigMEAXE  BZATHREEEZE
operating decisions. RPNz 2):

(a) Transactions with related parties (a) EERIEEA RS

Except for disclosed below, the Group has no significant
transaction with related parties during the year. All the
related party transactions disclosed below are also either
connected transaction or continuing connected transaction
as defined in chapter 14A of the Listing Rules.

BT XAAEES  AEERAF
BB W BREFMERARS © T
BETXRENEB TR ST R LT
BRAEVAAE PR ERER ZH

Year ended 31 December

BE+=-—A=t+—HLEE
2012 2011
—E——fF —E——fF
HK$’000 HK$'000
FExT FiET
Sales of electronic payment products to SRR (R E) AR AT
subsidiaries of Hi Sun Technology (=5 ) * B A RIHE
(China) Limited (“Hi Sun")* (note (i) BFZAEM G 27,390 -
Licence fees to a subsidiary of Hi Sun BEIEGIEVNEIEEN
(note (ii)) TR (PHRE (i) 795 -
Rental fees paid to a subsidiary of Hi Sun  [ASBHIHEB AT HEE
(note (iii) and (v)) (B Gii) B2 (v)) 615 526
Purchase of raw materials from BEREHNBAREER
a subsidiary of Hi Sun (notes (iv) and (v)) AT (BFEE (iv) &2 (V) 467 -

* The Company is an associated company of Hi Sun whose shares
are 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 18 April 2012.

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

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

note (iv): Purchase of raw materials was conducted on normal commercial
terms.

note (v): These transactions were de minimis continuing connected
transactions exempt from the reporting, annual review,
announcement and independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules.
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BREG) -

B (i)

B 5 (i)

HIE Giv)

R (V)

ARABAEERE(PE) ERARN
B AR BB R AR LT o

AEENHERAREEEFNE
mIEARAEABEAN T - ZF
79 A + )\ B AT 32 A9 HE 28 16 3 P 3 R
RRAFIHEITRRS -

CAEEHNEARSNETRER
ARRBEBBEIR T ——_FOA
= B AT SZ A R AR 195 5 P B IR X
AT

CAEENMEARXNMNEEEAR
ZEEERKE - BRIKES AR

B

CBEBRME R R GO -

CREZSRETHRAEMATET
SEBRBEHEWVERS  #RET
I FERM AMRBIRE
RUFERIIRTE ©
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32 RELATED PARTY TRANSACTIONS (continued)

33

(b) Balances with related parties
The balances with the subsidiaries of Hi Sun are unsecured,
interest free and with terms no less favourable to the Group
than those from independent third parties.

32 BEMARS @)

(b) EREARETT A ER
ZEEBENNBRRNERRE
HH - 2B BEGRTERAEE
ST E=TIRRIAE -

As at 31 December

R+=-—A=+—H
2012 2011
—E——fF —E——fF
HK$'000 HK$'000
FTER FH&T
Amounts due from subsidiaries of Hi Sun & U= 5 #9 Bt 8 A &)
@ 4,082 -
Amount due to a subsidiary of Hi Sun ARSI PNG
B IE 42 -

(c) Key management compensation
Details of key management compensation during the year
have been disclosed in note 10.

SUBSEQUENT EVENTS

Framework agreement for the purchase of raw
materials — continuing connected transactions

On 21 February 2013, the Company entered into the framework
agreement (the “Framework Agreement”) with Hi Sun, pursuant
to which the Group will purchase and Hi Sun and its subsidiaries
will sell the raw materials for production of EFT-POS related
products by the Group.

The term of the Framework Agreement commences on the date
of the Framework Agreement, which is 21 February 2013 and
will expire on 31 December 2013 (both days inclusive). The cap
on the total contract value for the sale and purchase of the raw
materials under the Framework Agreement from 21 February
2013 to 31 December 2013 is HK$40,000,000.

33

HEERMBARAT « T ZEFH

(00 FEEEEMWS
FEEBEERAFENSHFBRE
TERMIEE10

HERESEE
REBEMBNWERGE — SERE
RS

RoTE—=F—"A=-+—H AAREF
PHa] SAEZR ek ([HEZR R ]) « HRuE - A&
EEEBFEEM=GREMBAGTBHER
MR AR B A EEFT-POSAEBEE M ©

EXBZEBEERBEBH - —=F=
A-t+—HR4ESR TR-ZT—=F+=
A=+—HE®R(BEEEMA) KT
— =% -_RA-+—HzZZT—=F+=-A
=+—B BBREXRBZEERMENE
A #){E £ BR 440,000,000 T °
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Five Years Financial Summary

hEFeEE

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

reclassified as appropriate, is set as below:

WA RELYBHRRMRERBAEFDE
MAREBEREMBERE AMEEEER
FREERBEMENT

2012 2011 2010 2009 2008
—®--f —F—% -FT-TF —FENF —FI\F
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
TET FHEL FET FAT FET
Results E
Revenue A 1,313,330 1,103,180 723,610 492,942 493,589
Gross profit E7 464,187 391,702 291,870 192,860 190,890
Operating profit S ywil 223,256 207,463 172,508 100,512 117,601
Profit for the year attributable RRARERFAA
to the equity shareholders FEIESE AEF
of the Company 182,959 181,795 145,423 84,551 106,062
Financial position B EARR
Assets and liabilities BERARE
Total assets BEE 2,193,760 2,006,038 1,505,360 565,707 490,149
Total liabilities BEE 382,926 404,884 218,249 142,646 151,639
Capital and reserves N
Total equity BEmE 1,810,834 1,601,154 1,287,111 423,061 338,510
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