D11

PAX Glohal Technology Limited
BREHRHEARAT

(Incorporated in Bermuda with limited liability)
(REFETMAIOERAA)
Stock Code &3 X5k : 00327

ual Report

entification Purpose Only

S




Financial Highlights
B ¥5 ik =2

REVENUE HKS million CAGREAFHER :
e g BEBT 34.6%
2500 2,373.3
2000
1,472.5
1500 1,313.3
1,103.2
1000 723.6
500
0
20104 20114 20124 20134 20145

SALES BY PRODUCT CATEGORY

BEEREXE
1% 1% 29 1% ) )
———— i 4% @ CE-payment Terminals @ Contactless devices
> ‘ 93% BF XK A RRE
Consumer ® Services
activated devices RIS
SHEERERE Others
Hits
2013 2014
SALES BY GEOGRAPHICAL REGION
Rt EE A
71% 29% 58% 42%
@ China market
PEIT S
Overseas market
p=2i
2013 2014
GROSS PROFIT MARGIN
ERMZE
2010 2011 2012 2013 2014
Year FE —_E-FF _—T——F _"T-—_F _—T-= —EB-F
Gross Profit Margin (%) ERZE (%) 40.3 35.5 35.3 36.7 36.4
OPERATING PROFIT MARGIN
RN =
2010 2011 2012 2013 2014
Year FE —T-TF T ~—FT-——F —T—= —E-NF
Operating Profit B HE (%)
Margin (%) 23.8 18.8 17.0 18.1 19.5




Financial Highlights
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TURNOVER DAY SNOTE

g g

2010 2011 2012 2013 2014
Year FE —ET-TF —T—— T ZT—=F =—B—NF
Inventory T 126 157 105 139 114
Trade and bills receivables FEUSBR SR M FE U = R 137 167 152 147 118
Trade payable ETBRERK 121 128 97 131 105
Cash conversion days ReEMAH 141 196 160 155 127
Notes FisE

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
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2014 2013
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For the year ended BE+=-A=1+—H
31 December (in HK$'000) HEE(FHBT)
Revenue WA 2,373,272 1,472,488 +61%
Gross profit EF 864,866 541,129 +60%
EBITDA EBITDA 467,195 269,920 +73%
Operating profit gyl 463,194 266,190 +74%
Profit for the year (excluding the A (B F5 0 PR i
share option scheme expenses) EIER) 420,413 240,240 +75%
Profit for the year F 5 A 391,806 226,540 +73%
Research and development R
expenses (included in (BEATHRERN)
administrative expenses) (113,841) (94,480) +20%
At 31 December (in HK$'000) Rt+=—B=+—B(F#&x)
Total assets BEBE 3,334,313 2,832,808 +18%
Total liabilities BERE 786,133 745,686 +5%
Total equity RS AREE 2,548,180 2,087,122 +22%
Net current assets REEERE 2,536,531 2,078,738 +22%
Per share (in HK$) BRGET)
Earnings per share ERER
— Basic — EK 0.363 0.218 +67%
— Diluted — s 0.353 0.211 +67%
Financial ratios Bt =
Gross profit margin EFE 36.4% 36.7%
Operating profit margin B R 19.5% 18.1%
Net profit margin P lespe 16.5% 15.4%
Current ratio mENE = 4.2 3.8
Return on equity’ MEZR B R 15.4% 10.9%
Return on assets? & [0 e 11.8% 8.0%
Notes FiaE

L Return on equity = Profit for the year/Equity as at year end
2 Return on assets = Profit for the year/Total assets as at year end
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Bank Card Transaction Flow of

Electronic Payment
RIT KRB AT

The following is a simplified diagram illustrating the transaction
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flow in a typical electronic payment transaction g2
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(e.g. Visa/lMasterCard/China UnionPay)
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Source: Analysys International, CSI
" " E-payment Terminal solutions providers sell E-payment Terminal products

and provide related services to merchant service providers and acquirers.

" Merchant service providers provide transaction processing solutions to

merchants by assisting merchants in setting-up their operations to accept
cards as a form of payment from their customers.
1: Cardholder purchases with card at a merchant through an E-payment Terminal.
2: The E-payment Terminal sends transaction data to the acquirer.
3&4: The acquirer sends authorization request and verifies with the card issuer that the
card number and transaction amount are both valid through the network of card

association.

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

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

(for reference only)

SBirdER(2HS3E)

E-payment Terminals & F 3% {4 K i

The below are D-Series, Greener S-Series and multilane-Series E-payment
Terminal products. In general, most of the products from D-Series and
Greener S-Series lines are embedded with built-in 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. The Multilane-Series features a
reliable capacity of capturing signature with anti-static pen to enable easier
transaction process.

TEADRIERRSAIIRSERAINEF X EIHER - —RME * DRIIK
RIRSRFE RGP ABHERE RARNENFCIIAL - A EEUREREA - THIRIR
SRIIERFE @ BRMBANERERENIK - BEEE IRF - ZEBRIE
BHENETE  ARASENETHERS - FRHBREEGE -

. General features: accept smart card, magnetic stripe and contactless
transactions, large memory capacity, and built in contactless card
reader supports NFC, Certain Models support QR code application

3 Models: New (D-Series)D180, D200, D210, D300, D800

. — RN ATREEVERER MR R IEEE R EE - ABERLERE A
B ENFCAIER B RE RES - e AL Al SR — IR e

. #5% - #=(DX%)D180 * D200 * D210 * D300 * D8OO

D200 D800

. 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 S60, S80, S90, S58, S78

. — RN ATEEVEAE R C AR TRRHERFR - BRRRERTE
HEM  BEERRREEE

° A5 - FEIRIRSEFS60 ~ S80 + S90 + S58 ~ S78

S78 S90

. General features: provide a fast and accurate touch response
capabilities, and able to be integrated with a variety of POS systems.
. —AREFMN - ABRBIBENBREEL S - WLHSEPOSERES °

PX7

Consumer Activated Devices HE &2 1ERE

. General features: support a variety of connection options to work
with E-payment Terminals

. Models: SP20, SP30, $S200, S300, S500, S800, S900

. —AREME - RSB E TR RIRRERR R

. FUgR : SP20 ~ SP30 + S200 * S300 * S500 * S800 * S900

S800 SP30

Contactless Device FFiEME =B FRE

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

o Models: R50, R30, T610, T60

. —REMN ERFEBAIMNME LFA
MasterCard#JPayPass & Visa )payWave

. AU5E © R50 ~ R30 ~ T610 * T60

ZEENFE  BE

R50
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Simplified Corporate Chart
REIRIBER

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

PAX Global
Technology Limited

(Stock code: 327)
(CEE))

100%

Pax Technology Limited

(GIN)

100%
Pax Computer Technology Wonder Pax Technology
(Shenzhen) Co., Ltd. (Shenzhen) Co., Ltd. Pax Technology, Inc.

(PRC) (PRC) UsA)
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Simplified Corporate Chart
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Directors and Senior Management

EENSHERE

As at 5 March 2015, 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 52, 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 19 years of experience
in the card payment industry. He joined Pax Technology Limited ("Pax
Technology”) since its founding on 20 March 2000. He was the vice
president of Pax Technology from 20 March 2000 to 1 January 2001
and the president of Pax Technology from 2 January 2001 to 14 June
2010. He was appointed as the chairman of Pax Technology on 14 June
2010. Mr. Nie previously worked as an engineer in the Information
Technology Department of the Headquarters of China Merchants Bank
in the People’s Republic of China (the “PRC") from 1996 to 1999.
Mr. Nie graduated from Tsinghua University in 1984 with a bachelor’s
degree in Radio Electronics and obtained a master’s degree in Radio
Electronics Engineering from Southeast University in 1991. He was
appointed as the Chairman and an Executive Director of the Company
on 1 December 2010.

LU Jie Chief Executive Officer

Mr. Lu, aged 50, is the Chief Executive Officer and an Executive Director
of the Company and the president of Pax Computer Technology
(Shenzhen) Co., Ltd. (“Pax Technology (Shenzhen)”). He joined the
Group in August 2001 and is responsible for managing all the business
development, sales and marketing functions of the Group in the PRC.
Mr. Lu has over 14 years of experience in sales and marketing in the
electronic payment industry and served a number of management
positions and executive role at Beijing Order Computer Company
(“Beijing Order”), a system integration company, from 1998 to 2001,
including general manager of insurance department, general manager
of marketing department and vice president of the company. He had
also worked as an engineer of the Ministry of Geology and Mineral
Resources of the PRC and the Chinese Academy of Geological Sciences
from 1986 to 1994 and from 1994 to 1995 respectively. Mr. Lu holds
a bachelor’s degree from Chengdu Geology Institute. He obtained an
Executive Master of Business Administration degree from the Cheung
Kong Graduate School of Business in 2010. He was appointed as the
Chief Executive Officer and an Executive Director of the Company on
23 May 2013.
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Directors and Senior Management

EERSREIERE

LI Wenjin

Mr. Li, aged 51, 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 23
years of experience in investment and administrative affairs. Mr. Li
was the director of Hi Sun Information Technology Services Limited
(“HSITSL") from 1 August 1997 to 3 May 2005. HSITSL was a Hong
Kong company, which was a representative and purchasing office
engaging in general trading and provision of consultancy services.
HSITSL provided consultancy services to Pax Technology from 2002 to
2003. Mr. Li is also the managing director of Hi Sun Limited since 16
August 1999 and an executive director of Hi Sun Technology (China)
Limited (“Hi Sun”), a substantial shareholder of the Company, since
7 June 2001. He has also been appointed as an executive director of
both Hi Sun Limited and Hi Sun and certain of their subsidiaries. Prior
to joining Hi Sun Limited in 1999, he worked for several companies in
the PRC and Hong Kong, including Beijing Order from 1994 to 1995
where he was responsible for investment and administrative affairs.
Mr. Li obtained a master’s degree in law from the Peking University in
1989. He was appointed as an Executive Director of the Company on
24 February 2010.

Independent Non-Executive Directors

YIP Wai Ming

Mr. Yip, aged 49, 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 (b
SRR AR AR, Ju Teng International Holdings Limited (B &
B4R AR A 7)), Far East Horizon Limited (BB R AR A F]), Poly
Culture Group Corporation Limited ((R ¥ {b =B A% 15 B R A7) and
Yida China Holdings Limited ({&3E 7 BlIZ AR A 7)), all of which are
companies listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). Mr. Yip graduated from The University of Hong
Kong with a bachelor’s degree in social sciences in 1987. He also holds
a bachelor’s degree in laws from the University of London. Mr. Yip is
a fellow of the Association of Chartered Certified Accountants, and
a member of the Hong Kong Institute of Certified Public Accountants
and the Chinese Institute of Certified Public Accountants.
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Directors and Senior Management

SERSREIERE

WU Min

Dr. Wu, aged 43, was appointed as an Independent Non-Executive
Director of the Company on 1 December 2010. Previously, Dr. Wu
was an assistant professor at The Hong Kong University of Science &
Technology Business School and The University of Hong Kong School of
Business. Dr. Wu has been teaching International Accounting Standards,
US Generally Accepted Accounting Principles and Chinese Accounting
Standards. Her academic research achievements in identifying US
accounting restatements and frauds were reported by various media,
including the Wall Street Journal, New York Times, Business Week,
Fortune, CNN, etc. Dr. Wu used to cooperate with major accounting
firms and the Public Company Accounting Oversight Board (US) in
research in the areas of accounting manipulation and frauds by US
listed companies. She also provides professional interpretation and
analysis services for investment funds on accounting standards and on
listed companies’ financial statements. Dr. Wu graduated from Peking
University with a bachelor’s degree in Economics in 1994. Dr. Wu
obtained a master’s degree in Economics from Tufts University in 1996
and a Ph.D. in Accounting from Stern School of Business, New York
University in 2003.

MAN Kwok Kuen, Charles

Mr. Man, aged 56, was appointed as an Independent Non-Executive
Director of the Company on 1 December 2010. Mr. Man graduated
from The University of Hong Kong with a bachelor’s degree in laws in
1981. Mr. Man was admitted as a solicitor in Hong Kong in 1984 and
has practised as a solicitor at Joseph S. C. Chan & Co. (formerly known
as Chan and Lo) in Hong Kong since then. He is currently a partner of
Joseph S.C. Chan & Co.
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Directors and Senior Management

EERSREIERE

SENIOR MANAGEMENT

For the year ended 31 December 2014, Mr. Luo Shaowen and Mr. Lee
Chris Curl were the Company's senior management.

LUO Shaowen

Mr. Luo, aged 46, is the executive vice president of Pax Technology
(Shenzhen). He is responsible for the procurement and supplies
activities, and oversees the finance of the operations in Shenzhen.
Mr. Luo graduated from Wuhan University with a bachelor’s degree
in economic management. Mr. Luo has over 18 years of experience
in the card payment industry and over 13 years of experience in
financial administration and supply chain management. He joined
Pax Technology (Shenzhen) in December 2004 as the chief financial
officer. Prior to joining the Group, Mr. Luo served various management
positions including general manager of the Zhuhai Branch of Beijing
Order.

LEE Chris Curl

Mr. Lee, aged 38, is the Chief Financial Officer and Joint Company
Secretary of the Company. He is responsible for overseeing the
business development, operation and finance, compliance, merger
and acquisition, and investor relations of the Group. He joined PAX
as the Group Financial Controller in August 2011. Prior to joining
PAX, Mr. Lee was the Group Finance Manager of a family-owned
investment firm where he oversaw the business development and
finance operation. He also worked as an associate in Harvest Capital
Partners, a Greater China real estate private equity fund, and account
manager of Global Commodities finance in Fortis Bank. Mr. Lee started
his career with Deloitte and later Ernst & Young specializing in assurance
advisory of financial services sector. Mr. Lee graduated with a Masters
of Commerce majoring in Funds Management from The University of
New South Wales, Australia and a Bachelor of Commerce majoring in
Accountancy 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.
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Chairman’s Statement
FREWHRS

Dear Shareholders,

On behalf of the board of Directors (the “Board”) of PAX Global
Technology Limited (“PAX", and together with its subsidiaries, the
“Group”), | am pleased to present the annual report of the Group for
the year ended 31 December 2014.

FINANCIAL RESULTS

The year 2014 was a fruitful year for the Group, when the Group's
turnover amounted to HK$2,373.3 million, representing a growth
of 61% compared to HK$1,472.5 million in 2013. The annual sales
volume of electronic funds transfer point-of-sale terminals (“E-payment
Terminal”) exceeded 2.5 million units, which is one of the meaningful
milestones of PAX. Profit for the year attributable to equity holders of
the Company was HK$391.8 million, representing a growth of 73% as
compared to HK$226.5 million in 2013. Excluding share option scheme
expenses, profit for the year attributable to equity holders of PAX was
HK$420 million, representing a growth of 75% as compared with last
year. Basic earnings per share for the year was 36.3 HK cents (2013:
21.8 HK cents).

In 2014, the China market recorded turnover of HK$1,386.0 million,
representing an increase of 33% as compared to HK$1,046.1 million in
2013. The increase in the turnover of the PRC segment was attributable
to the high growth of the whole industry, in particular the strong
demand brought about by rapid expansion of third-party payment
service operators (the “"Operators”). Apart from this, the increasing
demand of vertical applications also benefited the market growth,
which made an increasingly remarkable contribution to the domestic
revenue of PAX.

The overseas market turnover of the Group was HK$987.3 million in
2014, representing an increase of 132% as compared to HK$426.4
million in 2013. Turnover of Asia Pacific except for the PRC (“APAC"),
Europe, Middle East and Africa (“"EMEA™), Latin America and
Commonwealth Independent States (“LACIS”), and the United States
of America and Canada Region (“USCA") business units recorded
robust growth. Moreover, the share of overseas market in aggregate
turnover was 42%, as compared to 29% in the corresponding period

last year.
* China market and overseas market turnover classification is according to locality of
customers.
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OUTLOOK

As stated in The Nilson Report, an authoritative magazine on payment
industry published in June 2014, PAX was ranked number 3 globally
in terms of the volume of E-payment Terminals shipped in 2013.
Among the top 5 E-payment Terminal solutions providers, we reached
the fastest growth with an annual growth rate of 64%, which in turn
proved PAX’s vitality and its industry position in the world. Today, PAX
becomes a global mainstream brand and we firmly believe that the
ranking of PAX will reach another new height going forward.

We will continue to focus on the China market. By capitalizing on the
Group's leading position in the PRC, 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 E-payment Terminal solutions providers in the future. We will
endeavor to capture these opportunities to consolidate and expand our
domestic market share.

Overseas market will continue to be a major growth driver of the
Group's business. Regarding the overseas market, PAX introduced a
series of new key products, such as launching of high-end multimedia
(Multilane products) which are rarely provided by suppliers from
across the world, and develop various products on mobile mPOS.
They have significantly improved functions, designs, compatibility and
materials utilization as compared to those of old products. Among
which, another key E-payment Terminal model won a design award
in Europe. Most of the new products are equipped with built-in Near
Field Communication (“NFC") function or various communication
modules to cater for NFC’'s worldwide applications such as Apple
Pay and UnionPay’s “Quick Pass”. In most markets, our current
flagship products’ three levels certifications have been obtained whilst
certifications of new products have been applying in the major markets.
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In addition to the provision of the greater technical support to existing
partners and distributors worldwide, PAX is further enhancing its
marketing. In order to achieve the “GLOBAL PRESENCE"”, we have
looked for more local partners with solid reputations and operating
capacity, especially in Europe, South America and the Commonwealth
of Independent States. At the same time, we also increased the
members of our international sales team to provide more services to
overseas customers. Last year, we set up an overseas support team to
provide testing, Terminal Management System (“TMS") training, and
after sales service support for international markets. After years of
hardwork, in last year and the year before that we finally successfully
entered Brazil, India and Indonesia markets. Those markets will provide
huge growth potential for PAX in the coming years. Furthermore, we
expect meaningful sales amount in mature payment markets, such as
North America and Europe in 2015.

Research and development (“R&D") capability is one of the Group's key
competitive advantages. The total number of employees in PAX’s R&D
team increased by approximately 16% as compared to 2013, which
evidenced our commitment to R&D investment as a National High and
New Technology Enterprise and Key Software Enterprise in the PRC.
The Group will invest more resources and enlarge the team to develop
new products and perfect existing products to cater to different
global users’ needs. Apart from this, PAX will actively seek merger and
acquisition opportunities with technology enterprises which can provide
technological know-how or strengthen our upstream supply chain
management to boost our R&D capability. At the same time, we would
look for downstream merger and acquisition opportunities, which can
speed up our certification application process, enabling PAX to provide
one-stop solution to our customers and increase our recurring income.
In December 2014, PAX Technology Limited, a wholly owned subsidiary
of the Company entered into an agreement with the shareholdes
of Nanchang Kashuo Information Technology Company Limited
(“Nanchang Kashuo") to effectively acquire a 51% equity interest
to Nanchang Kashuo so as to enable the Group to go towards the
direction of “Big Data”, directly establish relationship with merchants
and maintain sustainable income. Whether it is customer relationship
management (“CRM") and integrated payment application software,
or professional tools such as payment terminals, or application software
such as enterprise resource planning management (“ERP”), will be the
direction for development of payment industry. Furthermore, secondary
advancement of sales network is also very important. It signifies
that the mergers and acquisitions distributors will bring about direct
sales network, software support and services income to strengthen
localization of services. As a young company, Pax Global will follow the
development pace of predecessors across the globe and match towards
the goal. We believe that we will be ahead of them in the near future.
The management believes that the above forward looking strategies
will lead us to move a step closer to our goal — “To become one of the
leading players in the global market”.
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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 2014. | look forward to
achieving further brilliant performances in the future.

Nie Guoming
Chairman

Hong Kong, 5 March 2015
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The Group is an E-payment Terminal solutions provider principally
engaged in the development and sale of E-payment Terminal products
and provision of related services (collectively the “E-payment Terminal
solutions business”). The Group is one of the leading suppliers in the
E-payment Terminal solutions market in the PRC and one of the most
active international players. Our E-payment Terminal solutions are sold
in over 80 overseas countries and regions including the United States,
Canada, Singapore, Taiwan, Hong Kong, Japan, New Zealand, France,
Italy, Finland, Saudi Arabia, South Africa, Nigeria, Brazil and Russia.
Currently, we work with over 80 distributors and partners worldwide.

MARKET OVERVIEW

In recent years, active merger and acquisition activities within the
industry presented PAX with enormous business opportunities in both
mature and emerging markets. After years of effort, PAX's global
market share has recorded notable growth. The PRC 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 22% in 2010 to 42% in 2014. 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 E-payment 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 12.03 million by the end of 2014
(The end of 2013: 7.63 million) and in-network E-payment Terminals
grew to over 15.94 million sets by the end of 2014 (The end of 2013:
10.63 million sets) in the PRC. Today, the penetration of E-payment
Terminals in the PRC is still relatively low, creating vast potential
growth opportunities within the industry. Consumers in the PRC are
becoming accustomed to using bank cards in settling their payments
and purchases. A total of 4.936 billion bank cards had been issued in
the PRC as at the end of 2014, representing a growth of 19.13% as
compared with the end of 2013 and each individual on average held
approximately 3.64 bank cards as at the end of 2014. 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. The PRC 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.
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Extensive adoption of NFC Applications such as UnionPay’s
"Quick Pass”

According to the statistics released by UnionPay China, the inter-bank
card transaction amount increased by 27.3% to RMB 41,100 billion
in 2014. Bankcard has become one of the major tools for payment
in domestic markets. Nationwide, the number of merchants which
accept UnionPay cards increased by 58%. The number of POS terminal
increased by 50%, among which one quarter of the 4 million POS
terminals support UnionPay’s “Quick Pass”. Worldwide, more than 30
million merchants accept UnionPay in 150 countries and regions and its
acceptance scale ranked third in the world. As NFC payment provides
great convenience, the growth potential is expected to be huge. In
addition, the People’s Bank of China and China UnionPay are currently
driving for rapid development of NFC E-payment Terminal network that
fuels the demand for related products.

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

Regionally, the penetration rate of E-payment Terminals in the 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 encouraged financial institutions to promote non-cash
payment in rural areas to bring E-payment Terminal payment systems
to the vast markets in central and western regions.

New Market Patterns Created by Third-Party Payment
Service Operators

As of 31 December 2014, the People’s Bank of China issued payment
licences to 269 third-party payment service Operators. 53 of them
obtained bank card acceptance licences. Those licensed Operators have
commenced installing E-payment Terminals in merchants. Most of those
merchants were a customer group previously neglected by financial
institutions. We anticipate that the Operators will still strengthen the
expansion for rolling out their E-payment Terminals networks and
brought more growth to the industry for coming years.

and Analysis
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OVERSEAS MARKET

Significant Room for Growth in Emerging Markets

The penetration rate of E-payment 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 E-payment 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 such as Apple Pay

Some countries in Organisation for Economic Co-operation and
Development (“OECD") have started to adopt the newest and highest
PCI certifications. PAX's new series of products has already passed
the highest international certifications to reckon this opportunity. The
tendency towards wide usage of NFC was related to the popularization
of contactless cards by Visa and MasterCard. As a result of vigorous
promotion of contactless cards such as PayPass and payWave, demand
for NFC products will significantly increase, especially in the mature
markets. Since Apple Pay made its debut in October 2014, two
thirds of contactless transactions on Visa, MasterCard and American
Express were made by Apple Pay service in the fourth quarter of 2014,
Currently, more than 500 banks and credit institutions throughout the
United States have signed an agreement with Apple for supporting
Apple Pay. Also, more than 200,000 stores have partnership with
Apple. Adoption of mobile payment is gaining popularity in major
retailers. Along with the rapid growth of mobile payment by Apple Pay,
the development of global NFC industry will accelerate. Similar model
may be extended to the PRC and other emerging 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 E-payment Terminals in the United States will increase significantly
from the current level in the next three years. By the end of 2015,
MasterCard and Visa will force an upgrade to all the United States
retail POS terminals to adopt chip-and-pin or NFC in replacement of
traditional swipe-and-sign model. Over the past five years, there were
busy mergers and acquisitions in the industry. To date, PAX has become
one of the few international mainstream E-payment Terminal solutions
providers. PAX has a high global ranking with a complete product line
and it has basically achieved “GLOBAL PRESENCE"”. Our products can
be sold to all major global markets and we can provide service support
to our partners. Capitalising on PAX's solid international reputation,
we are confident in our ability to seize expansion opportunities from
industry consolidation.
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FINANCIAL REVIEW

The key financial figures for the year ended 31 December 2014 are

extracted as follows:

and Analysis

g dE)

BEBRERT

For the year ended 31 December
BE+=-A=1+—HLEFE

HE_ZT—NF+_A=+—HIFEMNEEH

2014 2013
—E2-mF —E—=F
HK$'000 HK$'000
FHET FET +/(-)
Revenue WA 2,373,272 1,472,488 +61%
Gross profit EF 864,866 541,129 +60%
Other income EAA 70,445 50,075 +41%
Other gains — net Hibles — F58 = 303 -
Selling expenses PHERY (218,568) (131,124) +67%
Administrative expenses 1TEVE A (253,549) (194,193) +31%
Operating profit AR T 463,194 266,190 +74%
Income tax expense FTig B (71,388) (39,650) +80%
Profit for the year attributable to RNATE=TEE ABIGFE
equity holders of the Company il 391,806 226,540 +73%
EBITDA EBITDA 467,195 269,920 +73%
Research and development expenses #iff35 52
(included in administrative expenses) (E#E7E77H 2 H A7) (113,841) (94,480) +20%
As at 31 December
®+=A=+-—8H
2014 2013
—E-mF —E-=F
HK$'000 HK$'000
FET FAT +/(-)
Total current assets REBEERE 3,322,664 2,824,424 +18%
Total non-current assets EmBEERE 11,649 8,384 +39%
Total assets BERE 3,334,313 2,832,808 +18%
Total liabilities BEE5E 786,133 745,686 +5%
Net current assets MBEEFE 2,536,531 2,078,738 +22%
Total equity AR 2,548,180 2,087,122 +22%

BAERREHRERAR —2—NFFR
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For the year ended 31 December
BE+=-A=1+—HLEE

2014 2013
—E—E —E—=%F +/(-)
PER SHARE DATA SREE
Earnings per share for the profit RAEIEREFEFA
attributable to equity holders of JE A 5 1 B
the Company BRRER
— Basic (HK$) — BEARGEIT) 0.363 0.218 +67%
— Diluted (HK$) — #E(Br) 0.353 0.211 +67%
For the year ended 31 December
BE+-—A=+—HLEE
2014 2013
—E—NF —E-=F
FINANCIAL RATIOS Bt =R
Gross profit margin FEH= 36.4% 36.7%
EBITDA margin EBITDAX 19.7% 18.3%
Net profit margin SEREER 16.5% 15.4%
Revenue L'ON

Turnover increased by 61% or HK$900.8 million to HK$2,373.3 million &X¥HEHHBE T -—=F+_A=+—HIF

for the year ended 31 December 2014 from HK$1,472.5 million for E#1,472.58 AT MN61%5(900.88 &8

the year ended 31 December 2013. Turnover from the China market TEHEZEZZT—HF+-A=+—HILFEHX

grew by 33% year on year or HK$339.9 million to HK$1,386.0 million.  2,3733B&#E 7T - 2RE R EMIHH & ERHIRF

Similarly, turnover from overseas market grew by HK$560.9 million to 3 H133%3339.9F & ABLE1,386.08 & T

HK$987.3 million, representing a growth of 132%. Atk BINTHISEEFEIEINS09BEBTE
987.3ABATT - 1BK132% °

Sales by Product Category BREEMEXRE

1% 1% 1%

3% ,—2% 4% @ E-payment Terminals @ Contactless devices
-~ NS
> ‘ 93% BF R A ERRE
Consumer ® Services
activated devices PR#&
HEERIERE Others
Hits

2013 2014
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For the year ended 31 December
BEt+t-A=+t—-HLFE

2014 2013

=k =%

HK$'000 HK$'000
FHET FET +/(-)
E-payment Terminals BF T4 2,221,605 1,366,580 +63%
Consumer activated devices SHEERVERE 91,733 48,348 +90%
Contactless devices B ERRE 11,537 16,407 -30%
Services AR 7% 26,435 20,687 +28%
Others* Hith* 21,962 20,466 +7%
2,373,272 1,472,488 +61%
* Amount mainly represented accessory items sold to customers. Examples of such * EHeHEERAEFPLENRN - BEEMEER

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

E-payment Terminals

Turnover from the sale of E-payment Terminals increased by 63%
to HK$2,221.6 million for the year ended 31 December 2014 from
HK$1,366.6 million for the year ended 31 December 2013. Turnover
growth has been driven by the increase in both China and overseas sale
during the year.

Meanwhile, bankcard payment has been gaining popularity in the
PRC. Besides UnionPay Merchant Services Co. Ltd. (“UMS"), financial
institutions and the Operators have been aggressively building their
E-payment Terminal networks in order to capture the benefits from the
rising usage of electronic payment and high levels of retail consumption
in the PRC. Furthermore, due to the consideration of revenue tax
control and speeding up economic flow, state policies in the recent
years have supported building of electronic transaction networks and
deducted commission charges to encourage merchants to accept
electronic payment, which further fuels the fast growth of E-payment
Terminals demand.

Consumer Activated Devices

Turnover from the sale of consumer activated devices increased by
90% to HK$91.7 million for the year ended 31 December 2014 from
HK$48.3 million for the year ended 31 December 2013. Since 2014,
there has been increasing demand in pin pads in emerging markets
such as China and LACIS.
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Contactless Devices

Turnover from the sale of contactless readers decreased to HK$11.5
million for the year ended 31 December 2014, and by 30% from
HK$16.4 million for the year ended 31 December 2013. The fall in
demand was mainly because that our upgraded E-payment Terminals
generally have built-in contactless card reader.

Services

Turnover from the provision of services increased by 28% to HK$26.4
million for the year ended 31 December 2014 as compared to HK$20.7
million for the year ended 31 December 2013. Maintenance services
made up the bulk of service income and were mainly generated in
Hong Kong, and contributed a main portion of the service income
growth.

Sales by Geographical Region

71% 29% 58%

and Analysis

FEBAERRE
HEEBAERRENEEERRE—_T—=
FH-A=+T—HIEFEMN164EEB T T &
B0NEHE_T—NF+_A=T—HBIEFE
WITS5EEET - B THRERE S/ R
EF IR —REMEANE B E R
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PR 3%
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=+ —BUEFEEMN07TEEBTEINE%EE
ECENEFTZA=T—HIFEN2064E8S
BT o ERBIERBURANAH D - TERE
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BinE D EHNERE

42%
@ China market
REIT S

Overseas market

BINIE

2013 2014
For the year ended 31 December
BE+=-A=1t—HLEE
2014 2013
—Z-mF —E—=F +/(-)
HK$'000 HK$'000
FHET FHET
China market F TS 1,385,986 1,046,095 +33%
Overseas market IS 987,286 426,393 +132%
2,373,272 1,472,488 +61%
* China market and overseas market turnover classification is according to locality of * RIS B INTISE EBURKRRTPEME S ©

customers.
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Turnover generated from the China market increased by 33% to
HK$1,386.0 million for the year ended 31 December 2014, from
HK$1,046.1 million for the year ended 31 December 2013. Turnover
generated from China market accounted for 58% of total revenue
compared with 71% for the fiscal year of 2013. The growth was mainly
attributable to the Operators and vertical application sectors. Among
the sectors, the increase of shipment volume to the Operators achieved
the most prominent growth.

The PRC has experienced rapid economic growth in recent years.
However, the overall E-payment Terminal penetration ratio is still
relatively low compared with mature markets. The bankcard issuance
and transaction volume continue to grow. The demand growth for POS
“Quick Pass”
one of the major tools for payment, the demand for E-payment

terminals is still significant. As the Unionpay’s becomes
Terminals with built-in NFC and wire-less communication functions
recorded significant growth.

Turnover generated from the overseas market increased by 132%
to HK$987.3 million for the year ended 31 December 2014 from
HK$426.4 million in last accounting year. Turnover generated from
overseas markets accounted for 42% of total revenue, growing from
29% in fiscal year 2013. All overseas business units recorded explosive
growth especially in EMEA and LACIS business units. North Africa,
Middle East and South America become new focal points for business
growth of PAX in the near future. As of the end of 2014, we had over
80 overseas distributors and partners worldwide.

Gross Profit Margin

Gross profit margin for the year ended 31 December 2014 was
36.4%, slightly decreased by 0.3 points as compared with 36.7% in
last accounting year. The decrease was mainly due to dynamic pricing
strategy in order to expand market share. We consider that our gross
profit margin maintains at a healthy level.

Other Income

Other income comprised primarily value added tax refund, interest
income from time deposit and subsidy income. It increased by 41% to
HK$70.4 million for the year ended 31 December 2014 from HK$50.1
million in last accounting year. The increase was mainly due to the
increase of value added tax refund and interest income.

and Analysis
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Selling Expenses

Selling expenses increased by 67% to HK$218.6 million for the year
ended 31 December 2014, from HK$131.1 million for the year ended
31 December 2013. The expenses grew in line with the turnover
growth and mainly attributable to the increase of sales and after-sales
force and increase of service charges.

Administrative Expenses

Administrative expenses increased by 31% to HK$253.5 million for
the year ended 31 December 2014 from HK$194.2 million in the
preceding financial year, mainly reflecting the expansion of research
and development team and increase of share option scheme. Also, due
to upgrade for product type, old models occurred one-off provision for
obsolete inventories.

Net Profit and Net Profit Margin
As a result of the foregoing, the net profit for the year attributable to
the equity holders of the Company increased by 73% to HK$391.8
million for the year ended 31 December 2014 from HK$226.5 million
for the year ended 31 December 2013.

The net profit margin improved to 16.5% for year ended 31 December
2014 from 15.4% in the preceding financial year mainly as a result of
improved operating efficiency and thus decrease in the proportion of
selling and administration expenses.

OUTLOOK

To date, PAX has sold more than 7 million E-payment Terminals in over
80 countries and regions and worked with over 80 distributors and
partners worldwide since the establishment of the Group. In a report
issued by The Nilson Report in June 2014, PAX was ranked number
3 globally in terms of the volume of E-payment Terminals shipped in
2013.
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INDUSTRY TREND

Offline Payment Remains Dominant

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

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

Application of New Technology

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

and Analysis
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CHINA MARKET

PAX is one of the leading players in E-payment Terminal solutions
market in the PRC. UMS, financial institutions and the Operators are
some of our largest customers. The PRC 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 E-payment Terminal solutions industry can flourish. Research
has indicated that the number of E-payment Terminals installed in
the PRC is less than 11 terminals per 1,000 inhabitants in 2014 as
compared to an average of 23 installed E-payment Terminals per 1,000
inhabitants in certain mature markets. With such a low E-payment
Terminal penetration rate, the increasing acceptance of card payment
transactions, the ease of obtaining credit cards by consumers and
the PRC government’s support in developing the country’s electronic
payment infrastructure are just a few factors expected to continually
drive demand for E-payment Terminals in the PRC.

Operators are the main driver of market growth. According to the
available data, in 2014, over 50% of the supplies were provided
by Operators, who spared no effort in identifying middle-sized and
smallsized merchants. The low market penetration rate in second
and third tiers cities as well as the Great North-west Region provided
them with enormous room for business growth. The support from
the state policies aimed at facilitating the economic development in
backward regions through the accelerated economic flow of electronic
payment. In the meantime, taking into consideration of the deducted
commission charge, tax control and management, transaction cost and
safety concern, offline electronic payment became the first choice. It is
expected that the demand for middle-class model among middle-sized
and small-sized merchants will experience significant growth. Alongside
the promotion of Intelligent Card transition and contactless UnionPay’s
NFC standard “Quick Pass” carried forward by the People’s Bank of
China and UnionPay respectively, the demand for the high-end built-
in contactless function and mobile model will also grow. The strategy
of PAX is to focus on three particular customer groups (UMS, Financial
Institutions and Operators) by offering various integrated services.

In the coming year, we will continue to identify other strategic business
partners to enter other subdivided markets with mixed products.
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OVERSEAS MARKET

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

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

and Analysis

BN 5

BHNTIG (BIEES  RPIMEE ) (h 2T S
DEERIB80% F HEEMm = BE 2 —EEKRT
% o NSRRI E I R R R AR A
MEBER - BE—TTTFLUR - BEAIER
B - RERER MO REMM A BBA S
DEFITEEERBESERITERE - BEERB
TF  BMBRAXREERELHENSE UL
N EER SN EREE - EREE/ME
BERMEMES - BIREMEA « LACIS * APACLA K
USCA ° RIFF + FFIthp B INMEE S - IR R
TEEEK o EFHRBINTISIHEXNBIERAEREE

MBNHBTE

it - B HEEFREIFNREEEEND
RBHmE - BEMENENER  BARKE
ks - —RFESHHEERN  EHERR
% MEMERARAFHENTE EELTE
W5 - ZPHME A EER SRR AR RIFEELER
MERHENE D R - KBS FHER - 3
FRINES BB = R RRE - INE B BRI
ERENFRRENRIEACAMENERS -
HELEMmSESR(INRE  TMS - BRRMGSE)
WG - BRRNEFRD ARG - B
ERBERERRENBZREERNKS - £E
fh b - EFERFMEL —RINNBBE FARE
(TmPOS |) - BREE M A AN A E B
# - FIRERIEHESCORES - MEEG N
BRRLABEREBRHEYEE - BXBITHER
o WEHADHETE o R - SR - BN
M5 BRAIBEERNERLBSELNES ° #
—REBVREEEBITENEREER - blEE
HEH - R - A IAEEINTISR RN
ETMS - ERRAZEMEMREENS - KRt
B MABIITHOMEE  2ESEENT
ERE  LAENERWIIRE - JFIRE
BINREBARRIERMNGIE

BRERMRARAT —2-nEFE 25



Management Discussion and Analysis

EI2[E 2 51 5m 5 7

In addition, we succeed to gain market share in Italy in 2014. Our
products were also certified in the United Kingdom, Portugal, Germany
and other major European Union countries. Management team are
confident that the European market will bring substantial, long-lasting
market share in the next few years.

OVERALL MANAGEMENT STRATEGIES

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

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

By leveraging on our strong position in E-payment Terminal solutions
market in the PRC and consolidated international market experience,
we believe that we will capture the rapid development of the PRC and
emerging markets as well as other important international markets. We
believe that we are on the path to becoming one of the leading global
multi-formula E-payment Terminal solutions providers.
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Liquidity and Capital Resources

During the years of 2013 and 2014, the main source of funding to
the Group was the proceeds generated from operating activities in the
usual course of business of the Company. Certain financial data are
summarised as follows:

and Analysis
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As at 31 December

R+=-—A=+—H
2014 2013
—2-mE —F—=f
HK$'000 HK$'000
FET FAT
Cash at bank and on hand BIRF LRSS 1,918,729 1,698,407
Net current assets MEEEFE 2,536,531 2,078,738
Net cash generated from K BB EERIR S FRE
operating activities 154,341 291,517
Net cash generated from BB EBEERNIRE FRE
financing activities 74,109 8,350
As at 31 December
R+=—HA=+—8
2014 2013
—ZE-MmF —T—=F
Current ratio (times) MENL R (%) 4.2 3.8
Quick ratio (times) RENLL R (fiF) 3.6 32

As at 31 December 2014, the Group had cash at bank and on
hand and short-term bank deposits of HK$1,918.7 million (2013:
HK$1,698.4 million) and no short-term borrowings (2013: Nil). As at 31
December 2014, the Group reported net current assets of HK$2,536.5
million, as compared with HK$2,078.7 million as at 31 December
2013. For the year ended 31 December 2014, net cash generated from
operating activities was HK$154.3 million, as compared with net cash
generated from operating activities of HK$291.5 million for the year
ended 31 December 2013. For the year ended 31 December 2014,
net cash generated from financing activities of HK$74.1 million (2013:
HK$8.4 million).

Capital Structure and Details of Charges

As at 31 December 2014, the Group did not have any borrowings
or charge on Group assets, and the gearing ratio is not applicable
(2013: Nil). As at 31 December 2014, approximately HK$891.5 million,
HK$726.7 million, HK$300.4 million and HK$0.1 million (2013:
HK$892.4 million, HK$591.9 million, HK$214.0 million and HK$0.03
million) of the Group’s cash balances were denominated in Renminbi
("RMB"), Hong Kong dollar (“HK$"), US dollar (“US$") and Euro
("EUR") respectively.
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Significant Investment
Save as disclosed in this annual report, the Group held no significant
investment as at 31 December 2014.

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 2014 (2013: Nil).

Use of Proceeds
The net proceeds raised from the Global Offering received by the
Company were approximately HK$805.9 million.

As at 31 December 2014, the planned and utilized amounts of usage
of total net proceeds are as follows:

and Analysis

EXRE
BARFRIEN  AEER_FT—NF+_A
=t RIESHTAEARE -

MEBARNERKEBREE
BRANERWES  AEERBEE_ZT—MOF+ =
A=1T—ALLFEIEEREROME R TEE
FHE(ZT—=F: &) -

FIERBBAE
AAREBEREEECNMEREBFENS
805.9B&/ETT °

RIZB-—MF+=R=+—H - BFREREF
HHETERERCHRSEET

Planned Utilized

amount amount

B EEBAEH

HKS million HKS$ million

BEET BEET

Enhancing research and development effort  hnARFEEI% A 322.4 314.9
Expanding distribution network HER D S 120.8 120.8
Potential merger and acquisition BIEHE 282.1 -
General working capital —MEEED 80.6 80.6
805.9 516.3

Future Plans for Material Investments or Capital Assets
Save as disclosed in this annual report, there was no specific plan for
material investments or capital assets as at 31 December 2014.

Exchange Rates Exposure

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

Contingent Liabilities
The Group had no significant contingent liabilities as at 31 December
2014.

Human Resources and Remuneration Policies

The total number of employees of the Group as at 31 December 2014
was 807. The following table shows a breakdown of employees of the
Group by functions as at 31 December 2014:

and Analysis

mRE TSNS - BUETHENR HEE
mERAAERNEEENERET WEEERAR
HETABNINERBRIENEAN - ARKEEETT
) BEE SR 7838 <7 o B BT AR M Y SN B R AR AU Ko AR
Bl - REEEYEREXES) - NERINER

)
N

HREE
AEER-ZT—NF+—A=+—RAN&ETME
REARAIE -

ANERRFHBER
RZZ—NF+=ZA=+—H TEERSEH
A8OTA » TERHIN -_ZT—NF+=-_A=+—
HiIREB S DS HERESE

Management EIRE 14
Sales and after-sales services and marketing HE RERRISIARTISHE 297
Research and development i EE 418
Quiality assurance g 23
Administration and human resources TBRATER 16
Accounting EE 15
Production, procurement and inventory control HE - R RIFEES 24

807

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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The Board is pleased to present this Corporate Governance Report in
the Group's annual report for the year ended 31 December 2014.

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

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

CORPORATE GOVERNANCE PRACTICES

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

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

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

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

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in Appendix
10 to the Listing Rules.

Specific enquiry had been made to all Directors and the Directors have

confirmed that they have complied with the Model Code throughout
the year ended 31 December 2014.

30 PAX GLOBAL TECHNOLOGY LIMITED ANNUAL REPORT 2014

EFeMARAEEHE_ZT—NF+_H
=T ALFENFRIEZACEEARS

AARENER  EFE((EFEBRARAA
BRBERERANASENERERRE L
WEZM -

ARAARRFEEEREARFRBRERNE
2 DB EHENAARRRRENLE
BEIRER

TEERER

AR EE BRI UBTERARFHER
ARNBIRFT ) ES ERRNT LM RA DK
AFBEEEATARCEERRE (LR
AR B RE (T RAI) PRI (T = R
) B -

EEgCHERME T —FHA-HRAX
MRIERTRREVRSTA °

FA - ARBEFIERCEERRREDEMAR
A Y —EETAA ST RIES

BT HRi REEARRNEEERBERR
BORERREERENETER - EEGNE
BMAEENETFM  ARREE(EF DM
RERBRIMFEEXER  BREENAD
KERTAIMIRE -

EENRERS
AR RE ML TRAIM 05 EHHTA
(TR S R S MIRET (L) -

BR2RE S AESHE  BEOBRRS
REE-T-mE+-A=t+—BLFE-—HY
ST -



Corporate Governance Report

EFREGHS

The Company has also established written guidelines with exact terms
as set out in Appendix 10 to the Listing Rules for securities transactions
by employees who are likely to possess inside information of the
Company.

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

THE BOARD

Responsibilities

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

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

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

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

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

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

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

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

The Board currently comprises the following Directors:

Executive Directors:

NIE Guoming (Chairman)

LU Jie (Chief Executive Officer)
LI Wenjin

Independent Non-Executive Directors:
YIP Wai Ming

WU Min

MAN Kwok Kuen, Charles

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

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

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

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

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

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

All Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills. The
Company has arranged in-house trainings for Directors in the form
of seminar and provision of training materials. A summary of training
received by the Directors during the year ended 31 December 2014
according to the records provided by the Directors is as follows:

Name of Directors

EEEI
BENEAEFNRVEZERESHBNA - i
RN EBEBEAND BT RAEBLE © B5  ARF
BLEERBERRAENEI  REEENA
B DRERBESEATESER

ARRBEEEET2EFEFERRE - UK
SIBERE B NIEE - ARRERBBRITH
A MAERREENIER - REERBAEE
Fl - RBE=RHORE  EEXHE_T T
FTA=tT-HLFERZOEIBELT

Training on corporate
governance, inside
information and
other relevant topics

EER - RBHER

EEHR R E AR E ARSI
Executive Directors HITES

Nie Guoming EE A v
Lu Jie E A v
Li Wenjin =NE v
Independent Non-Executive Directors BN HITES

Yip Wai Ming e v
Wu Min 2 ® v
Man Kwok Kuen, Charles X Bt v
Directors’ and Officers’ Liabilities EERESABENEE

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

Regular Board meetings were held four times during the year for
reviewing and approving the financial and operating performance,
for approving the final results for the year ended 31 December 2013,
interim results for the six months ended 30 June 2014, quarterly results
for the three months ended 31 March 2014 and for the nine months
ended 30 September 2014 and considering and approving the overall
strategies and policies of the Company.

The individual attendance record of each Director at the four regular
quarterly meetings of the Board (not including other ad hoc meetings
of the Board held from time to time), Audit Committee meetings,

EZeeBRESHERR

FRAEBTORFREETS S @ FHMLE
MBREERR  HEBE-_T—=F1+_H
ST -HALEFENEEFRE BE_T-NFX

A=THLEANEANPRHEEAREE T

FZRA=+—HULE=EAREE=-_T—UF A
T+ RIENEANEERSE - WEBERIERAS

ARSI MR o

BEENEE_TNFT-_A=t—HLFE
HEMEFRFEEEEER(TREEMTR
BITNTEHEFEER)  BRZBEgRE

Nomination Committee meetings, Remuneration Committee meetings REZZES€# FHEEeexmLREASH
and general meetings during the year ended 31 December 2014 is set  {ERIC8EEHILT ¢
out below:
Attendance/Number of Meetings
BRLEBIRY
Audit Nomination Remuneration Regular
Committee  Committee = Committee Board
Meetings Meetings Meetings Meetings* General
EREEE REZEE FMZEEE ERESS Meetings
Name of Directors EEpng = ] ] g8 BREAE
Nie Guoming AR NARNEAR  NATER  NATER 4/4 171
Lu Jie E A N/A N3 A N/A i N/A i A 4/4 "
Li Wenjin FXE N/A 35 A n A 4/4 1"
Yip Wai Ming (2 2/2 Al ”n 4/4 il
Wu Min 2 2/2 " 7 4/4 1"
Man Kwok Kuen, Charles X Ei#E 2/2 N/A NEF N/A NE 4/4 1N
* Not all Directors are required to attend the rest of the meetings which mainly deal * WP RERHANFETEREBRITBROHETRE

with implementation of executive policies and administrative routine.
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Practices and Conduct of Meetings
Annual meeting schedules and draft agenda of each meeting are
normally made available to the Directors in advance.

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

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

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

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

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

Chairman and Chief Executive

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

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

Independent Non-Executive Directors

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

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

During the year ended 31 December 2014, the Board at all times met
the requirements of Rules 3.10(1) and 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 2014.

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 2014.
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BOARD COMMITTEES

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

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

Audit Committee

YIP Wai Ming (Chairman)
WU Min

MAN Kwok Kuen, Charles

Nomination Committee
WU Min (Chairman)

YIP Wai Ming

LI Wenjin

Remuneration Committee
YIP Wai Ming (Chairman)
WU Min

LI Wenjin

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

Audit Committee

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

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

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

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

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

The Audit Committee held two meetings during the year ended 31
December 2014 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 2014
have been reviewed by the Audit Committee.
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Nomination Committee

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

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

The Nomination Committee held one meeting during the year ended
31 December 2014 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, Dr. Wu Min and Mr.
Man Kwok Kuen, Charles, both being independent non-executive
Directors, shall retire by rotation and being eligible, will offer themselves
for re-election at the 2015 annual general meeting of the Company (the
"AGM").
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The Board recommended the re-appointment of the Directors standing
for re-election at the AGM.

The Company’s circular dated 13 March 2015 contains detailed
information of the Directors standing for re-election.

Remuneration Committee

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

The Remuneration Committee normally meets to review the
remuneration policy and structure and determine the annual
remuneration packages of the Directors and the senior management
and other related matters. The human resources department is
responsible for collection and administration of the human resources
data and making recommendations to the Remuneration Committee
for consideration. The Remuneration Committee shall consult the
Chairman and/or the Board about these recommendations on
remuneration policy and structure and remuneration packages. The
Remuneration Committee held one meeting during the year ended 31
December 2014 to review the remuneration packages of the Directors
and the senior management of the Company and to establish a formal
and transparent procedure for developing remuneration policy.

Pursuant to Code Provision B.1.5 of the CG Code, the remuneration of
the members of the senior management by band for the year ended 31
December 2014 is set out below:
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Number of individuals

AH

HK$4,000,000 to HK$4,500,000
HK$4,500,001 to HK$5,000,000
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Further particulars relating to Directors’ emoluments and the five
highest paid individuals as required to be disclosed pursuant to
Appendix 16 to the Listing Rules are set out in note 10 to the
consolidated financial statements.

Corporate Governance Function

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

RESPONSIBILITIES IN RESPECT OF THE FINANCIAL
STATEMENTS

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

The Directors acknowledge their responsibilities for preparing the
financial statements of the Company for the year ended 31 December
2014.

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

INTERNAL CONTROL

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

The remuneration paid to the external auditor of the Company in

respect of audit services for the year ended 31 December 2014

amounted to approximately HK$1,650,000. There was no non-audit

service provided by the external auditor of the Company for the year
ended 31 December 2014.

SHAREHOLDER RIGHTS AND INVESTOR
RELATIONS

(a)

(b)

(9]

42

Procedures for Requisitioning a Special General
Meeting

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

Procedures for Putting forward Proposals at General
Meetings

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

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

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

On behalf of the Board

NIE Guoming
Chairman
Hong Kong, 5 March 2015

ARRBERS NoR BEIRE 088 &
RoEERREEARERBREENSD
TERE AN - WERAARERE -

AR BV INER A 48 Uhwww . paxglobal.com.hk
HERRBEBERREE - WBEERK

B EBIER -
REEES

£y

EE

5E —T-HF=HEHH

BEBENRRERAT —S-NEFE 43



Report of the Directors
ES58HRS

The Directors present their report together with the audited financial
statements for the year ended 31 December 2014.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

The principal activity of the Company is investment holding and
the Group are principally engaged in the development and sales of
E-payment Terminal products and the provision of related services.

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

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2014 are set
out in the consolidated income statement on page 60.

The Directors do not recommend the payment of a dividend (2013: 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 25 to the consolidated financial
statements.

DONATIONS

Charitable donations of HK$ 1,256,000 were made by the Group during
the year (2013: HK$10,000).

PROPERTY, PLANT AND EQUIPMENT

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

SHARE CAPITAL AND SHARE OPTIONS

Details of the movements in the Company’s share capital are set out in
notes 23 and 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 the nominal amount
of the aggregate of shares in issue on 20 December 2010 (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 on 1 December 2010 and unless otherwise
cancelled or amended, will remain valid and effective for the period of
10 years from that date.

During the year ended 31 December 2014, 22,254,000 share options
were granted to certain employees and the consultants of the Group,
2,404,000 share options which were part of the share options
granted to the participants on 22 June 2012 had lapsed, 54,957,000
share options which were part of the share options granted to the
participants on 22 June 2012 and 1,340,000 share options which were
part of the share options granted to the participants on 28 May 2014
were exercised by Mr. Nie Guoming and Mr. Lu Jie, Directors, and
certain employees and consultants of the Group under the Scheme
and the weighted average closing price immediately before the dates
on which the options were exercised was HK$4.71 per share. The
particulars of the changes of the share options under the Scheme are as
follows:
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SSERS
MOVEMENTS IN THE SHARE OPTIONS OF THE RATNERES
COMPANY
Number of Number of
Share Share
Options Options
held as at held as at
1 January 31 December
2014 2014
R-B-IF Granted Exercised Lapsed Cancelled R=-F-NF
Exercised -A-H during  duringthe  duringthe  duringthe +=A=+-H
Name Date of grant price iz the year year year year iz
i3] R AH EE  EREHA FRRE ERfTE EREXY FhEE BREHA
(HK$)
(A7)
Directors
Bz
Nie Guoming 22 June 2012* 1.230 8,000,000 - (8,000,000 - - -
Gl S AV; ey =
Lu Jie 22 June 2012* 1.230 10,000,000 - (10,000,000) - - -
EX —E-CEXAT TR
Li Wenjin 22 June 2012* 1.230 10,000,000 - - - - 10,000,000
ENE S AV; ey =
Total for Directors 28,000,000 - (18,000,000) - - 10,000,000
EESCh
Employees
E&
(In aggregate) 22 June 2012* 1.230 45,361,000 - (36,957,000) (2,404,000 - 6,000,000
(48zt) - A0 B i =
(In aggregate) 28 May 2014* 4.360 - 20,554,000 (1,280,000 - - 19,274,000
(48zt) “E-MERA=NRF
Total for Employees 45,361,000 20,554,000 (38,237,000) (2,404,000) - 25,274,000
EB @
Consultants
R
(In aggregate) 28 May 2014* 4.860 - 1,700,000 (60,000) - - 1,640,000
(48zt) “E-MERA=HNRF
Total for Consultants - 1,700,000 (60,000) - - 1,640,000
R
Total 73,361,000 22,254,000 (56,297,000) (2,404,000 - 36,914,000
Fky
* The share options will be vested to the grantees, among which 30% of the share * BERERBAEA  EP30%BRENEL AEHE

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. The
validity period of these share options shall be 5 years from the date of grant.

46 PAX GLOBAL TECHNOLOGY LIMITED ANNUAL REPORT 2014

& R 30%BRESNE L AN TRFRE - K&k
A0%BRBHENREAARNEFES - ZSHBREDN
B AARE AR RF -



Report of the Directors
E58HRS

DISTRIBUTABLE RESERVES

As at 31 December 2014, the Company had no reserves available
for distribution as calculated under the Companies Act 1981 of
Bermuda (as amended) (2013: Nil). However, the Company’s share
premium account, in the amount of HK$1,306,427,000 (2013:
HK$1,237,947,000) 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 144.

PURCHASE, SALE OR REDEMPTION OF
SECURITIES

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

DIRECTORS

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

Executive Directors:
NIE Guoming

LU Jie

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.

Dr. Wu Min and Mr. Man Kwok Kuen, Charles will retire and, being
eligible, will offer themselves for re-election at the forthcoming annual
general meeting.
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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 23 May 2013 for Mr. Lu Jie and 20 December 2013 for Mr.
Nie Guoming and Mr. Li Wenijin, unless and until terminated by either
the Company or the Directors giving to the other a notice of not less
than three months.

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

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

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

DIRECTORS’ INTERESTS IN CONTRACTS

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

DIRECTORS’ INTEREST IN COMPETING BUSINESS
As at 31 December 2014, none of the Directors or the substantial
shareholders of the Company or any of their respective associates
has engaged in any business that competes or may compete with the
business of the Group, or has any other conflict of interests with the
Group.
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS
AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 December 2014, the interests and short positions of
each Director and the chief executive of the Company (the “Chief
Executive”) in the Company’s shares (the “Shares”), underlying shares
and debentures of the Company and its associated corporations
(within the meaning of the Securities and Futures Ordinance (“SFO")),
as recorded in the register maintained by the Company under section
352 of the SFO or as notified to the Company and The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) pursuant to the Model
Code for Securities Transactions by Directors of the Listed Issuers (the
“Model Code") were as follows:

Ordinary shares of HK$0.10 each in the Company

EERTBRARRKRS - HERG
RESNERRXR

R-FE-—OF+—A=t—H FEERAQF]
TTERBE ([T ) RA R R R EARRHEE
(FERFHLHEEO (B RAEE))H
ARERRD (TP ) - M@k RESS - B
BERARRAIRERE S R AEEIIE3S21EFE
MERMERE LM ETARSETESRZ SN
FETR(MRESTA D EMERRBRREEBE
RPAARAR([BEZFT )R ARIT

RAFFREE0I10BTHERR

Number of Shares/

underlying shares

held in the Company

REQRRBEMN
B3RP EE
Approximate

Interest in Share Total percentage of
Name of Director Capacity Shares optionst interests® shareholding*
EEpE BRE S R RER iR ERAH) REZBARDL*
Nie Guoming (Chairman) Beneficial owner 7,677,000 - 7,677,000 (L) 0.70%
HER(FE) EnBA
Lu Jie (Chief Executive Officer) ~ Beneficial owner 10,100,000 - 10,100,000 (L) 0.92%
BEAR(TTHEA#E) EnBA
Li Wenjin Beneficial owner - 10,000,000 10,000,000 (L) 0.91%
ENE BB A
Notes: Hrat -
(i) The letter “L" denotes a long position in Shares. (i) [LIRTIRGEEFR -

(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 2014 which were 1,100,814,000 ordinary shares.

(ii) BARBRTEESTNELRE  AHFERARAES
GRS EBETE 4 -

* EPRDREAATR-E-MET-A=+-AR
BATAR 42 (ED1, 100,814,000 BA)EHE -
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Save as disclosed above, as at 31 December 2014, none of the
Directors, the Chief Executive nor their associates had any interests or
short positions in any Shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning
of Part XV of the SFO) as recorded in the register maintained by the
Company pursuant to section 352 of the SFO or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS

AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES

The register of substantial Shareholders maintained under Section
336 of the SFO shows that as at 31 December 2014, the Company
had been notified of the following substantial Shareholders’ interests
and short positions, being 5% or more of the Company’s issued share
capital. These interests are in addition to those disclosed above in
respect of the Directors and the Chief Executive.

BEXHBEEN  BE-E-—NF+—A
=+—B 5EF  TRAARESOWEAL
B A A R R AR A (F 5 B4 R
I EXVER) BOBR LD - HERBRS BB S - B
BEAKAAIREES R 08352167 8
BB AR IR T B AN G A 2 7 BB R T
By KA o

ERRRNR G R AAE R vERS
5979

BARAIRIEE S LB EHE 3361577 &1
TERRBTLMABRR  R-ZE—MOFE+_H
=1t—0 ARFEANSTIEZERRABAR
AR BT %A E R RAR - S5
B EREEXAEEGAMES RITRAERME

o

)

Approximate

Total number percentage of

Class of of Shares shareholding
Name of shareholder Capacity securities (Note 1) (Note 2)
BRREE g9 EHER B 1D B BAERBE S
(HiaF1) (Hfaz2)
Hi Sun Technology (China) Limited Beneficial owner Ordinary 364,000,000 (L) 33.07%
=EEHE (PR AR AR EnEAA TR
FMR LLC Investment manager Ordinary 98,894,000 (L) 8.98%
LB TR
Notes: Wizt

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 2014 which was 1,100,814,000 ordinary shares.

Save as disclosed above, other than the Directors or the Chief Executive,
there were no other parties who had interests or short positions in the
Shares or underlying shares of the Company as recorded in the register
required to be kept by the Company pursuant to Section 336 of the
SFO as at 31 December 2014.
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CONNECTED TRANSACTIONS

The following are the continuing connected transactions of the
Group during the year ended 31 December 2014 which are subject
to the reporting, announcement, annual review and/or independent
shareholders’ approval requirements under Chapter 14A of the Listing
Rules:

(a) Licence Agreement with Pax Data

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

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

BREXS

T AFEERE—F—MF+=A=+—Hi
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BAREIERT LT R
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5 o

RIBSTTEDZ  AREBERERNALQT
BT (ETBE) AEREBMAEERA
[BroadPOS#%F & |8 ([ RRTT ERH)
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EBMNFE LR 51/41,200,000% 7T
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(b) Framework Agreement with Hi Sun

52

(i)

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

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

The term of the Framework Agreement commenced from
15 January 2013, the date on which the relevant approval
was obtained from the independent shareholders of the
Company at its special general meeting, to 31 December
2015. The annual caps of the total contract value for the
sale and purchase of E-payment Terminal Products under
the Framework Agreement for the three years ending 31
December 2013, 2014 and 2015 were HK$330,000,000,
HK$600,000,000 and HK$700,000,000 respectively. Since
one or more of the applicable percentage ratios (other than
the profits ratio) in respect of the said annual caps exceeded
5% and HK$10,000,000, the transactions contemplated
under the Framework Agreement were subject to the
reporting, announcement, independent shareholders’
approval and annual review requirements under Chapter
14A of the Listing Rules.
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s

Considering that the business transactions in relation
to the sale and purchase of the mag-stripe card security
decoderchips (the “Chips”) between the Company and
Hi Sun would continue after the expiry of the term of
the framework agreement dated 21 February 2013, the
Company and Hi Sun entered into a new Framework
Agreement on 31 December 2013 (the “New Framework
Agreement”). The term of the New Framework Agreement
commenced from 1 January 2014 to 31 December 2016.
The annual caps of the total contract value for the sale
and purchase of the Chips under the New Framework
Agreement for each of the financial years ending 31
December 2014, 2015 and 2016 were HK$50,000,000,
HK$60,000,000 and HK$65,000,000 respectively. As
one or more of the applicable percentage ratios (other
than the profits ratio) in respect of the annual caps of
the total contract value for the sale and purchase of the
Chips payable under the New Framework Agreement on
an annual basis exceeded 0.1% and HK$1,000,000 but
was less than 5%, such continuing connected transactions
were only subject to the reporting, announcement and
annual review requirements and were exempt from the
independent shareholders’ approval requirements under
Chapter 14A of the Listing Rules.

Please also refer to note 31(a) to the consolidated financial

statements.

The independent non-executive Directors have reviewed the

above continuing connected transactions and in their opinion,

these transactions entered into by the Company were:

0

(ii)

(iii)

in the ordinary and usual course of business of the
Company;

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

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.

(ii)
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Details of the related party transactions which constituted connected
transactions or continuing connected transactions not exempted under
Rule 14A.31 or Rule 14A.33 of the Listing Rules during the year ended
31 December 2014 are disclosed above and the Group has complied
with the disclosure requirements in accordance with Chapter 14A of
the Listing Rules in respect of such transactions.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year ended 31 December 2014.

DEED OF NON-COMPETITION AND CONFLICTS OF
INTERESTS

Hi Sun has, pursuant to the deed of non-competition dated 1 December
2010 entered into between the Company and Hi Sun, undertaken
to the Company that, among other things, at any time during which
the Shares are listed on the Stock Exchange or any stock exchange
recognized under the SFO and for so long as it remains the controlling
shareholder of the Company, Hi Sun will not, and will procure that its
subsidiaries (other than the Group) not to, directly or indirectly engage
or otherwise be interested in the design, manufacture and/or sale of
E-payment Terminal 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.

54 PAX GLOBAL TECHNOLOGY LIMITED ANNUAL REPORT 2014

REBEE-Z-—MF+-A=+—HILFE - #EK
RE A %m ERAER HEKRERE EmRA
E14A 3RS 14A 33FEFR R BERZ H )+
B ESCHREE - MAASE B E<FiRE EmRAE
1AAZANZER HHIRERIE ©

EEEN
RBE-T-mFt-A=+—BLFE 5
AT AP AL A RA R A2 B A EALHH
SIRMMERRITRAY -

THEZBRANBZFR

BEAARRESR T TF BB
WTHERIE - BBEARARER - (HFa
1) RRRAD TE R 32 7 838 35 TR B A PR T 4
ERBESFX P TR - RER)
ARARNERIRE - AIEBIETE - LR

MBAR(ARERINTE - E%ﬁ?‘ﬁ%ﬂé%&
FE - BRRAEER B QR AR TR G ER
B2 BAEA T RET i?&/‘ﬁﬁ BFXf
RimEm RIRHAER RS SN R AR © %
AL TNERR BB R (BIETTRIE
RBREOEFERN) AN S5 M EBEARSH
AR A R RS ECEAEE XN
EFRREEMERR _ ETEH5% °



Report of the Directors
E58HRS

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 2014 confirming
it has complied with the non-compete undertaking given above. Mr.
Li Wenijin, an executive Director of the Company, is also an executive
director of Hi Sun and certain of its subsidiaries.

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

MAJOR CUSTOMERS AND SUPPLIERS

The percentages of purchases and sales for the year ended 31
December 2014 attributable to the Group’s major suppliers and
customers are as follows:

Purchases

- the largest supplier 27.01%
- five largest suppliers combined 50.22%
Sales

- the largest customer 10.78%
- five largest customers combined 38.97%
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The total sales included the electronic payment products sold to a
subsidiary of Hi Sun, which amounted to approximately HK$55,025,000
million (representing approximately 2.32% of the total sales amount),
being the Group’s largest customer for the year. Hi Sun is the
controlling shareholder of the Company holding approximately 33.07%
of its issued share capital and Mr. Li Wenjin, an executive Director of
the Company and an executive director of Hi Sun, was interested in
6,400,000 ordinary shares in, representing approximately 0.23% of,
the issued share capital of Hi Sun as at 31 December 2014.

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

PENSION SCHEME

The subsidiaries operating in Hong Kong are required to participate in
a defined contribution retirement scheme or the Group or Company
set up in accordance with the Hong Kong Mandatory Provident Fund
Ordinance. Under the scheme, the employees are required to contribute
5% of their monthly salaries up to a maximum of HK$1,250 or
HK$1,500 (effective from 1 June 2014) and they can choose to make
additional contributions. The employer’s monthly contributions are
calculated at 5% of the employee’s monthly salaries up to a maximum
of HK$1,250 or HK$1,500 (effective from 1 June 2014) (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 PRC, the
Group is required to contribute an amount to certain retirement benefit
schemes based on approximately 7% to 20% of the basic wages of
those workers in the PRC. The local municipal government undertakes
to assume the retirement benefits obligations of those workers of the
Group.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of the Directors, the Directors confirm that the
Company has maintained during the year the amount of public float as
required under the Listing Rules.
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AUDITORS %D
The financial statements have been audited by PricewaterhouseCoopers % EE GBS ER D BRMBRE - KE
who will retire and, being eligible, offer themselves for re-appointment  ERAQFEERFBASEASEE - HERFEER

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

On behalf of the Board REREZS

Nie Guoming FiE

Chairman FEZEHA

Hong Kong, 5 March 2015 BRE ZE-hF=ARH
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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 60 to 143, which comprise the
consolidated and company balance sheets as at 31 December 2014,
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 2014, 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, 5 March 2015
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Consolidated Income Statement

& A\ Al
AR E

Year ended 31 December

BEt+t-A=+—-BLFE

2014 2013
—F-mE —T-=F
Notes HK$'000 HK$'000
P s FET FET
Revenue WA 5 2,373,272 1,472,488
Cost of sales S EE AN 8 (1,508,406) (931,359)
Gross profit EF 864,866 541,129
Other income HablUr A 5 70,445 50,075
Other gains — net Haplazss — F58 6 = 303
Selling expenses PHERY 8 (218,568) (131,124)
Administrative expenses 1TEVE A 8,9 (253,549) (194,193)
Operating profit/profit before income tax 48445 F1|,/ & PR 5 BT % F1 463,194 266,190
Income tax expense SR> 11 (71,388) (39,650)
Profit for the year attributable to equity AR FI#E=IHFE ABIEFERZF
holders of the Company 391,806 226,540
HKS per share  HK$ per share
sRET BB T
Earnings per share for the profit RNFERFEE A
attributable to equity holders of the FEMR T2 FRR&A) -
Company:
— Basic —HAK 13(a) 0.363 0.218
— Diluted —#E 13(b) 0.353 0.211

The notes on pages 67 to 143 are an integral part of these consolidated

financial statements.
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Consolidated Statement of
Comprehensive Income

GBOREMEE

Year ended 31 December
BEZ+-HA=1+—HILEE

2014 2013
—E-mF —F-=F
HK$'000 HK$'000
FHET FET
Profit for the year FREF 391,806 226,540
Other comprehensive (loss)/income, Hih2E(&E) ks -
net of tax HRHIE
Items that may be subsequently HEnpEER B2 157
reclassified to profit or loss ZHEH
Exchange differences arising on BREBINHE AR
translation of the financial statements WIS RREENER Z8
of foreign subsidiaries (33,464) 27,698
Total comprehensive income RO TERTE ARG
for the year attributable to FR2EWEEE
equity holders of the Company, MBRBLIE
net of tax 358,342 254,238

The notes on pages 67 to 143 are an integral part of these consolidated

financial statements.
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Consolidated Balance Sheet

mOEERBR

As at 31 December

R+t=A=+—H
2014 2013
—F-mE —T-=F
Notes HK$'000 HK$'000
BaE THET FHET
ASSETS BE
Non-current assets kREBEE
Property, plant and equipment M - BB M 15 11,428 8,152
Leasehold land FHE LT 16 221 232
Total non-current assets FRBEEAE 11,649 8,384
Current assets REBEE
Inventories 78 19 475,461 465,114
Trade and bills receivables U BR SR M FE M B R 20 898,278 637,966
Deposits and other receivables Re REAEWEIE 20 14,084 6,324
Restricted cash ZRHIRE 21 16,112 16,613
Cash at bank and on hand RITEFLEBES 22 1,918,729 1,698,407
Total current assets REBEELE 3,322,664 2,824,424
Total assets EEHAE 3,334,313 2,832,808
EQUITY xR
Equity attributable to AARERTE AL
equity holders of the Company e
Share capital k&N 23 110,081 104,452
Reserves B 25 2,438,099 1,982,670
Total equity FERBE 2,548,180 2,087,122

The notes on pages 67 to 143 are an integral part of these consolidated

financial statements.
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Consolidated Balance Sheet (Continued)

moEEREB%R(E)

As at 31 December

R+=—HB=+—H
2014 2013
—F-mE —T-=F
Notes HK$’000 HK$'000
BaE THET T
LIABILITIES =L
Current liabilities RBARE
Trade payables FERTER R 26 423,754 445,541
Other payables and accruals HAb BRI T RIE 26 284,864 275,072
Taxation payable FERIERIAE 77,515 25,073
Total current liabilities and RBEEREREEATE
total liabilities 786,133 745,686
Total equity and liabilities EEREEEE 3,334,313 2,832,808
Net current assets RBEEZRE 2,536,531 2,078,738
Total assets less current liabilities EEAERRBAR 2,548,180 2,087,122
On behalf of the Board
REESS
NIE GUOMING LI WENJIN
=E EVE
Director Director
EF EE2

The notes on pages 67 to 143 are an integral part of these consolidated

financial statements.
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Balance Sheet

SEBEBER

As at 31 December

R+=—B=+—H
2014 2013
—ZE—MF —E-=F
Notes HK$'000 HK$'000
BaE THET FHET
ASSETS BE
Non-current assets kREBEE
Investment in a subsidiary R B A RHIEE 17 575,886 550,267
Total non-current assets FkRBEERE 575,886 550,267
Current assets RBEE
Deposits and other receivables R4 N HE eI I8 20 1,397 949
Amount due from a subsidiary FEWHI B A TR IE 18 178,694 241,000
Cash at bank and on hand WITERF LB 22 692,991 562,109
Total current assets REBEEHAE 873,082 804,058
Total assets EEHAE 1,448,968 1,354,325
EQUITY e
Equity attributable to AARERFAEA
equity holders of the Company PEihRER
Share capital k&N 23 110,081 104,452
Reserves =4 25 1,333,396 1,246,456
Total equity e 1,443,477 1,350,908
LIABILITIES =L
Current liabilities REEE
Other payables and accruals H it e BR RN K JE ST RO 26 5,491 3,417
Total current liabilities and RBEEREREEATE
total liabilities 5,491 3,417
Total equity and liabilities EEREEAE 1,448,968 1,354,325
Net current assets REEEZE 867,591 800,641
Total assets less current liabilities EEABERTHERS 1,443,477 1,350,908
On behalf of the Board
REREES
NIE GUOMING LI WENJIN
=E ENE
Director Director
EE EE
The notes on pages 67 to 143 are an integral part of these consolidated 267 % 143 8 &M 5% T 45 & B 75 3R = 9 2 &0

financial statements.
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Consolidated Statement of
Changes in Equity

ImOEmEaHER

Attributable to equity holders of the Company

ROREGEREARR
Reserves
1]
Share
Share Share Capital option  Exchange  Retained Total
capital  premium reserve reserve reserve  earnings Total equity
Bx  RHEE EARE BRERE NERE  REEN &  EnsE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FhL TAL FAL TATL FAL TATL TAL TATL
For the year ended Bz-E-mE
31 December 2014 TZRZt-RLEE
Balance at 1 January 2014 RZE-NE-A-ANEH 104,452 1,237,947 (414,978) 34,073 98303 1,027,325 1,982,670 2,087,122
Comprehensive income 2EUE
Profit for the year E3a)ail = - - - - 391806 391806 391,806
Other comprehensive loss Ht2EAE
Exchange differences arising on BREBNIBAR
translation of the financial statements ~ BISREE L)
of foreign subsidiaries EREE - - - - (33464) - (33464)  (33464)
Total comprehensive income PENEEE = = = - (33464) 391806 358342 358342
Transaction with owners BERANRS
Share option scheme ERE:
— value of services provided — BRERBOHEE = = = 28,607 - - 28,607 28,607
— exercised share option — BiTfbiEkiE 5,629 68,480 - - - - 68,480 74,109
Total transaction with owners BEEANRHER 5,629 68,480 - 28,607 - - 97,087 102,716
Balance at R=2-m%F
31 December 2014 +ZR=t-RiEE 110,081 1,306,427 (414,978) 62,680 64839 1419131 2,438,099 2,548,180
For the year ended BE-2-ZF
31 December 2013 +ZB=1-RLEE
Balance at 1 January 2013 RZZ-=5—A—H 04H 103,773 1,230,276 (414,978) 20,373 70,605 800,785 1,707,061 1,810,834
Comprehensive income 2EKE
Profit for the year FRET - - - - - 26540 226540 2265540
Other comprehensive income Hit2EKE
Exchange differences arising on AEBINHBAR
translation of the financial statements Bt REAE A4
of foreign subsidiaries EHER - - - - 27,698 - 27,698 27,698
Total comprehensive income PHEMGER - - - - 27,698 226,540 254,238 254,238
Transaction with owners BEEANRS
Share option scheme 2l
— value of services provided — BREREHER
(Note 10) (Ffz£10) - - - 13,700 - - 13,700 13,700
— exercised share option — BiTfbiEikE 679 7,671 - - - - 7,671 8,350
Total transaction with owners BEFANRHER 679 7,67 - 13,700 - - 21,371 22,050
Balance at R=%-=%
31 December 2013 +ZR=t-Bi&s 104,452 1,237,947 (414,978) 34,073 98303 1,027,325 1,982,670 2,087,122
The notes on pages 67 to 143 are an integral part of these consolidated 267 % 143 8 &M 5% Ty 45 & B 75 3R 7 9 2+ &0
financial statements. 7 e
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Consolidated Cash Flow

MOIREMER

Statement

Year ended 31 December
BE+T-A=1+—HLEE

2014 2013
—T—lmF —T=F
Notes HK$'000 HK$'000
P s FET FET
Cash flows from operating activities RELEHRESHE
Cash generated from operations REMMFHRE 28(a) 172,392 333,557
Hong Kong profits tax paid EREBNEH (4,274) (21,366)
PRC income tax paid EAR B ATSHEL (13,777) (20,674)
Net cash generated from EEETESIRE ¥
operating activities 154,341 291,517
Cash flows from investing activities REZBHNRERE
Purchase of financial assets BET An s EER
through profit or loss SREE = (1,608)
Purchase of property, plant and BEWME - BE REE
equipment (7,493) (1,406)
Interest received BUF B 23,677 14,508
Disposal of financial assets at fair value  HERAFEEBHEH
through profit or loss ARMSEENSREE = 11,968
Net cash generated from investing REEHMBHRES TR
activities 16,184 23,462
Cash flows from financing activities & ZBHNRERE
Proceeds from issuance of shares FITERE I TS
in connection with exercise of FriS s EE
share options 74,109 8,350
Net cash generated from financing BB RS
activities WEeFE 74,109 8,350
Net increase in cash and REeRAESEEYNIENFE
cash equivalents 244,634 323,329
Exchange (loss)/gains on cash and cash  IR& MRS S EWHER
equivalents (18K), W (24,312) 16,652
Cash and cash equivalents at FURERREEEY
beginning of the year 1,698,407 1,358,426
Cash and cash equivalents at end FRESRRSEEY
of the year 22 1,918,729 1,698,407

The notes on pages 67 to 143 are an integral part of these consolidated

financial statements.
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Notes to the Consolidated
Financial Statements

wn O B 15 ER R Bl 51

GENERAL INFORMATION

PAX Global Technology Limited (the “Company”) is an
investment holding company and together with its subsidiaries
(collectively referred to as the “Group”) are principally engaged
in the development and sale of electronic funds transfer point-
of-sale (“E-payment Terminal”) products and provision of
related services (collectively, the “E-payment 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 5 March 2015.

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.

The consolidated financial statements are prepared in
accordance with the applicable requirements of the
predecessor Companies Ordinance (Cap. 32) for this
financial year and the comparative period.
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Notes to the Consolidated

Financial Statements
#r O B 15 IR R Pl 5E
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.1 Basis of preparation (continued)

The preparation of financial statements in conformity

with HKFRSs requires the use of certain critical accounting

estimates. It also requires management to exercise its

judgment in the process of applying the Group’s accounting

policies. The areas involving a higher degree of judgment

or complexity, or areas where assumptions and estimates

are significant to the consolidated financial statements are

disclosed in note 4.

2.1.1 Changes in accounting policy and disclosures

(a)

New and amended standards adopted by the
Group

The following standards have been adopted
by the Group for the first time for the financial
year beginning on or after 1 January 2014:

Amendment to HKAS 32, ‘Financial instruments:
Presentation’ on offsetting financial assets and
financial liabilities. This amendment clarifies that
the right of set-off must not be contingent on a
future event. It must also be legally enforceable
for all counterparties in the normal course of
business, as well as in the event of default,
insolvency or bankruptcy. The amendment
also considers settlement mechanisms. The
amendment did not have a significant effect on
the Group's financial statements.

Amendments to HKAS 36, Impairment of
assets’, on the recoverable amount disclosures
for non-financial assets. This amendment
removed certain disclosures of the recoverable
amount of CGUs which had been included in
HKAS 36 by the issue of HKFRS 13.
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Notes to the Consolidated

Financial Statements
fn O Bl 75 ER R Bl 5

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.1 Basis of preparation (continued)
2.1.1 Changes in accounting policy and disclosures

(continued)

(a)

New and amended standards adopted by the
Group (continued)

Amendment to HKAS 39, ‘Financial instruments:
Recognition and measurement’ on the novation
of derivatives and the continuation of hedge
accounting. This amendment considers
legislative changes to ‘over-the-counter’
derivatives and the establishment of central
counterparties. Under HKAS 39 novation of
derivatives to central counterparties would result
in discontinuance of hedge accounting. The
amendment provides relief from discontinuing
hedge accounting when novation of a hedging
instrument meets specified criteria. The Group
has applied the amendment and there has been
no significant impact on the Group financial
statements as a result.

HK(IFRIC) 21, 'Levies’, sets out the accounting
for an obligation to pay a levy if that liability is
within the scope of HKAS 37 ‘Provisions’. The
interpretation addresses what the obligating
event is that gives rise to the payment a levy
and when a liability should be recognised. The
Group is not currently subjected to significant
levies so the impact on the Group is not
material.
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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 and amended standards adopted by the
Group (continued)

Other standards, amendments and
interpretations which are effective for the
financial year beginning on 1 January 2014 are
not material to the Group.

In addition, the requirements of Part 9
“Accounts and Audit” of the new Hong Kong
Companies Ordinance (Cap. 622) come into
operation as from the Company’s first financial
year commencing on or after 3 March 2014 in
accordance with section 358 of that Ordinance.
The Group is in the process of making
an assessment of expected impact of the
changes in the Companies Ordinance on the
consolidated financial statements in the period
of initial application of Part 9 of the new Hong
Kong Companies Ordinance (Cap. 622). So far
it has concluded that the impact is unlikely to
be significant and only the presentation and the
disclosure of information in the consolidated
financial statements will be affected.

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
2014, 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:
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Notes to the Consolidated
Financial Statements
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.1 Basis of preparation (continued)
2.1.1 Changes in accounting policy and disclosures

(continued)

(b)

New standards and interpretations not yet
adopted (continued)

HKFRS 9, ‘Financial instruments’, addresses the
classification, measurement and recognition
of financial assets and financial liabilities. The
complete version of HKFRS 9 was issued in July
2014. It replaces the guidance in HKAS 39 that
relates to the classification and measurement
of financial instruments. HKFRS 9 retains but
simplifies the mixed measurement model
and establishes three primary measurement
categories for financial assets: amortised cost,
fair value through OCI and fair value through
P&L. The basis of classification depends on the
entity’'s business model and the contractual
cash flow characteristics of the financial asset.
Investments in equity instruments are required
to be measured at fair value through profit or
loss with the irrevocable option at inception
to present changes in fair value in OCl not
recycling. There is now a new expected credit
losses model that replaces the incurred loss
impairment model used in HKAS 39. For
financial liabilities there were no changes to
classification and measurement except for
the recognition of changes in own credit risk
in other comprehensive income, for liabilities
designated at fair value through profit or loss.
HKFRS 9 relaxes the requirements for hedge
effectiveness by replacing the bright line hedge
effectiveness tests. It requires an economic
relationship between the hedged item and
hedging instrument and for the 'hedged ratio’
to be the same as the one management actually
use for risk management purposes.
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Notes to the Consolidated

Financial Statements
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2 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

2

72

.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and disclosures

(continued)

(b) New standards and interpretations not yet

adopted (continued)

Contemporaneous documentation is still
required but is different to that currently
prepared under HKAS 39. The standard is
effective for accounting periods beginning
on or after 1 January 2018. Early adoption is
permitted. The Group is yet to assess HKAS 9’s

full impact.

HKFRS 15, 'Revenue from contracts with
customers’ deals with revenue recognition
and establishes principles for reporting useful
information to users of financial statements
about the nature, amount, timing and
uncertainty of revenue and cash flows arising
from an entity’s contracts with customers.
Revenue is recognised when a customer obtains
control of a good or service and thus has the
ability to direct the use and obtain the benefits
from the good or service. The standard replaces
HKAS 18 'Revenue’ and HKAS 11 ‘Construction
contracts’ and related interpretations. The
standard is effective for annual periods
beginning on or after 1 January 2017 and
earlier application is permitted. The Group is

assessing the impact of HKAS 15.

There are no other HKFRSs 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
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2

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

2.2 Consolidation and combination

2.2.1 Subsidiaries

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

(a)

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. Non-controlling interests
in the acquiree that are present ownership
interests and entitle their holders to a
proportionate share of the entity’s net assets in
the event of liquidation are measured at either
fair value or the present ownership interests’
proportionate share in the recognised amounts
of the acquiree’s identifiable net assets. All
other components of non-controlling interests
are measured at their acquisition date fair value,
unless another measurement basis is required
by HKFRS.

Acquisition-related costs are expensed as
incurred.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

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

(@

Business combination (continued)

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 profit
or loss.

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.

The excess of the consideration transferred,
the amount of any non-controlling interest in
the acquiree and the acquisition-date fair value
of any previous equity interest in the acquiree
over the fair value of the identifiable net assets
acquired is recorded as goodwill. If the total
of consideration transferred, non-controlling
interest recognised and previously held interest
measured is less than the fair value of the net
assets of the subsidiary acquired in the case of
a bargain purchase, the difference is recognised
directly in the consolidated income statement.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

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

(@)

(b)

(©

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

Changes in ownership interests in subsidiaries
without change of control

Transactions with non-controlling interests that
do not result in loss of control are accounted for
as equity transactions — that is, as transactions
with the owners of the subsidiary 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 includes direct attributable
cost of investment. The results of subsidiaries are
accounted for by the Company on the basis of
dividend received 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

2.4

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.

Foreign currency translation

(a)

Functional and presentation currency

Iltems included in the consolidated financial
statements of each of the Group’s entities are
measured using the currency of the primary economic
environment in which the entity operates or the
currency in which funds from financing activities
are generated (the “functional currency”). The
consolidated financial statements are presented in
HK$, which is the Company’s functional currency and
the Group’s presentation currency.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.4 Foreign currency translation (continued)

(b)

(9]

Transactions and balances

Foreign currency transactions are translated into
the functional currency using the exchange rates
prevailing at the dates of the transactions or valuation
where items are re-measured. Foreign exchange
gains and losses resulting from the settlement of
such transactions and from the translation at year-
end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised
in the consolidated income statement, except when
deferred in other comprehensive income as qualifying
cast flow hedges and qualifying net investment
hedges.

Group companies

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

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

2.4 Foreign currency translation (continued)

= /A
N

(c) Group companies (continued)

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

(i) all resulting currency translation differences are

recognised in other comprehensive income.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated
at the closing rate. Currency translation differences
arising are recognised in other comprehensive
income.

2.5 Property, plant and equipment

78

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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Notes to the Consolidated
Financial Statements

im0 B RS R R A 5T
2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESTHBERBZEw
POLICIES (continued)
2.5 Property, plant and equipment (continued) 25 Y% BERRESE)
Depreciation of property, plant and equipment is calculated ME - BERBENTEUNERE

2.6

using the straight-line method to allocate cost to their
residual values over their estimated useful lives, as follows:

Buildings 5%-10%

Leasehold improvements 20% or over lease
terms, whichever
is shorter

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 2.6
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, loans and receivables, and available for sales.
The classification depends on the purpose for which
the financial assets were acquired. Management
determines the classification of its financial assets
at initial recognition. As at 31 December 2014, the
Group's financial assets mainly includes loans and
receivables.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.8 Financial assets (continued)

o O\
e

2.8.1 Classification (continued)

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 if they are expected to be received as
part of the normal operating cycle even when they
are not expected to be received within 12 months
after the reporting period. If not, they are presented as
non-current asset. 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 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. Loans
and receivables are subsequently carried at amortised
cost using the effective interest method.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.9 Offsetting financial instruments

o O\
B

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. The legally
enforceable right must not be contingent on future events
and must be enforceable in the normal course of business
and in the event of default, insolvency or bankruptcy of the
Company or the counterparty.

2.10 Impairment of financial assets

82

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.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.10 Impairment of financial assets (continued)

2.1

Assets carried at amortised cost (continued)

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.

Inventories

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

2.12 Trade, bills and other receivables

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

o O\
B

In the consolidated statement of cash flows, cash and
cash equivalents include cash in hand, deposits held at
call with banks, other short-term highly liquid investments
with original maturities of three months or less, and bank
overdrafts. In the consolidated and entity balance sheet,
bank overdrafts are shown within borrowings in current
liabilities.

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.

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. Trade payable are classified as current
liabilities if payment is due within one year or less (or in the
normal operating cycle of the business if longer). If not,
they are presented as non-current liabilities.

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

2.16 Current and deferred income tax

84

The tax expense for the period comprises current and
deferred tax. Tax is recognised in the consolidated income
statement, except to the extent that it relates to items
recognised in other comprehensive income or directly
in equity. In this case, the tax is also recognised in other
comprehensive income or directly in equity, respectively.

PAX GLOBAL TECHNOLOGY LIMITED ANNUAL REPORT 2014

2

FESHHEBE )

2.13

2.14

2.15

2.16

RERREEEY
RZERERER  BERREF
EVEEFERE RITGHE
FoRIABEA=ZEAIUAZE
i Hm B MR E RRITEX -
RiFERARBEEARE  RITE
XERBABERIIR

BERBBNEITHRD KB RERN
HIERARER T 25 RPT1E R
HRL A (FIRRFRIR) -

FEAS BRX

R RER BB EBUHER
REEMABBP AR -
IMRMFHRDR —F(REERE
ERIEFEXRBEY)  EARKAIK
BREARDEE - TR BRES
FRBAE -

RN RN F RN TFERER - Hi&
18 A ERR A RORIRBEIHR AT H -

ERRIELEMES
AHRRIAR X B8 H RRLEHR
H o BIEARGRA K ERER - TR
EEENEMEEREE T HERR
BHEFTAEEONIER BRI - UL
AN RIAT D RIRNE 2 as
FEE N TR -



Notes to the Consolidated

Financial Statements
fn O Bl 75 ER R Bl 5

2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.16 Current and deferred income tax (continued)

(a)

(b)

Current income tax

The current income tax charge is calculated on the
basis of the tax laws enacted or substantively enacted
at the balance sheet date in the countries where the
Company’s subsidiaries and associates 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

Inside basis differences

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.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.16 Current and deferred income tax (continued)

(b)

(9]

Deferred income tax (continued)

Outside basis differences

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

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

Offsetting

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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2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.17 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)
2.17 Employee benefits (continued)

(b)

(9]

(d)

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.

Termination benefits

Termination benefits are payable when employment
is terminated by the Group before the normal
retirement date, or whenever an employee accepts
voluntary redundancy in exchange for these benefits.
The Group recognises termination benefits at the
earlier of the following dates: (a) when the Group can
no longer withdraw the offer of those benefits; and (b)
when the entity recognises costs for a restructuring
that is within the scope of HKAS 37 and involves
the payment of termination benefits. In the case of
an offer made to encourage voluntary redundancy,
the termination benefits are measured based on the
number of employees expected to accept the offer.
Benefits falling due more than 12 months after the
end of the reporting period are discounted to their
present value.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

2.18 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.

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

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.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.18 Share-based payments (continued)

o O\
B

(@) Equity-settled share based payment transactions
(continued)
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.

(b) Share-based payment transactions among group
entities
The grant by the Company of options over its
equity instruments to the employees of subsidiaries
undertakings in the Group is treated as a capital
contribution. The fair value of employee services
received, measured by reference to the grant date
fair value, is recognised over the vesting period as an
increase to investment in subsidiary undertakings,
with a corresponding credit to equity in the parent
entity accounts.

2.19 Provisions

90

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

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

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market
assessments of the time value of money and the risks
specific to the obligation. The increase in the provision due
to passage of time is recognised as interest expense.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.20 Revenue recognition

2.21

Revenue is measured at the fair value of the consideration
received or receivable, and represents amounts receivable
for goods supplied, stated net of discounts returns and
value added taxes. The Group recognises revenue when
the amount of revenue can be reliably measured, when it
is probable that future economic benefits will flow to the
entity; and when specific criteria have been met for each
of the Group’s activities as described below. The Group
bases its estimates of return on historical results, taking
into consideration the type of customers, the type of
transactions and the specifics of each arrangement.

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

(b) Provision of 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.

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

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.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.22 Value added tax refund

o O\
B

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.

2.23 Government grants

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

2.24 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.

2.25 Dividend distribution

92

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$ and United
States dollar (“US$"”). The majority of assets and
liabilities are denominated in RMB, HK$ and US$,
and there are no significant assets and liabilities
denominated in other currencies. The Group is subject
to foreign exchange rate risk arising from future
commercial transactions and recognised assets and
liabilities which are denominated in a currency other
than HK$, 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 2014, 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$7,117,000 (2013: HK$8,689,000) 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)
For the company with RMB as its functional currency

As at 31 December 2014, 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$1,817,000 (2013: HK$2,457,000) lower/higher,
respectively, mainly as a result of the foreign exchange
difference on translation of HK$ denominated cash
at bank and on hand and the current account with
related parties.

As at 31 December 2014, 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$4,000 (2013: HK$5,000) lower/higher,
respectively, mainly as a result of the foreign exchange
difference on translation of US$ 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 not exposed to equity price risk or
commodity price risk.

Credit risk

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

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

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

3.1 Financial risk factors (continued)

(9]

(d)

Credit risk (continued)

The Group has concentration of credit risk. Sales
of goods and services to the top five customers
constituted 38.9% (2013: 39.3%) of the Group's
revenue for the year ended 31 December 2014. They
accounted for approximately 50.2% (2013: 48.1%)
of the gross trade receivable balances as at 31
December 2014. 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
2014, the Group maintained cash at bank and on
hand of approximately HK$1,918,729,000 (2013:
HK$1,698,407,000), 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.

MR EE e
3.1 M¥EAERERE)
d) RBELERRE)

TERBEBEEEHRTHHEES
WEEB D - BAREE R
ARBNITEERABI B
BRARIHARAR - TRATKE
NERRAENRURRER
B - iRTERNFETK - 8
R+ B AR EEREE
WEREE -

Less than
1 year Total
PRA—F st
HK$'000 HK$"000
FHET FExT
Group REH
At 31 December 2014 R-E—puE
tZA=+—H
Trade payables FESBRTR 423,754 423,754
Other payables and accruals HAENER R FETIIE 71,903 71,903
Total BET 495,657 495,657
At 31 December 2013 R_ZT—=F
+=—A=+—8H
Trade payables FEBR R 445 541 445 541
Other payables and accruals EHAth R BRFN K JE ST R0 41,475 41,475
Total st 487,016 487,016
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FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(d)

(e)

BERRER @)
3.1 HBEEBEZE)

Liquidity risk (continued) (d) #BESEE)
Less than
1 year Total
PR—F st
HK$'000 HK$'000
FHET FHET
Company RKAF
At 31 December 2014 R-ZT—mE+—-F=+—8H
Other payables and accruals HibEM BRI BT A 5,491 5,491
Total #Et 5,491 5,491
At 31 December 2013 wW_E—=F+-_HA=+—H
Other payables and accruals E MR BR A JE AT 5E 3,417 3,417
Total 1@t 3,417 3,417
Interest rate risk (e) FIEEM

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

As at 31 December 2014, 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$8,298,000 (2013:
HK$7,749,000) higher/lower respectively, due to
higher/lower interest income earned on the deposits.

As at 31 December 2014, if interest rates on all
interest-bearing bank and cash deposits had been
50 basis points higher/lower with all other variables
held constant, loss for the year and equity of the
Company would have been HK$2,893,000 (2013:
HK$2,775,000) 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 2013 and 2014, 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:

. 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 HBRRER@

3.2

3.3

BAERREHRERAR —2—NFFR

EXxEmER

AEBBEBRESRREL - A
SEEREANBNRREAEE
BENRSELLETARBRERRD
A K A& B Al M) 2548 B & S 2R A
7@ WEERREEREBARD

AR SEEE RS AR
BEAREZARENLE B4
RERTRE - BITHRD KL E
BEHVEE -

AEERBEARNABL XGRS
A o BRBE L R THIRE R AR
URDRAEAE - AKER-F
—=FR-F-MFET A=+
RY&EESR  EXRAEBELEENE
s

AT {EfH
TROMARBEERR A FESIRD
ERTH - ERENTRZFRE T :

o HRBEXRBENEETISEH
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FINANCIAL RISK MANAGEMENT (continued)

3.3 Fair value estimation (continued)

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

bid price. These instruments are included in level 1.

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

included in level 2.

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

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

flow analysis.

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

sheet date.

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

year.

At 31 December 2013 and 2014, the Group had no

financial instruments stated at fair value.
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4

CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS

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

(a)

(b)

(c)

Income taxes and deferred taxation

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

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

Provision for inventories

The Group assesses the carrying amounts of inventories in
accordance with their net realisable value which is based
on the realisability of these inventories. Net realisable value
for inventories is determined by reference to management’s
estimates of the selling price based on prevailing market
conditions, less applicable variable selling expenses. Based
on management’s best estimates, an impairment provision
of HK$29,421,000 was made as at 31 December 2014 (31
December 2013: HK$10,955,000).

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.

4

ERETHhEH R A
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5 REVENUE AND OTHER INCOME 5 WARHEMEKA
The Group is principally engaged in the sale of E-payment AEEFERFHEETFINRIKERR
Terminal products and the provision of related services. Revenue REAERY - REEFEEERNKA
and other income recognised during the year were as follows: AW AL

Year ended 31 December
BE+t-A=1t—HLEE

2014 2013
—T—lmF —T=F
HK$'000 HK$'000
THET FAT
Turnover EEE

Sales of electronic payment products EESTFYNER 2,346,837 1,451,801
Provision of electronic payment services IREE TR 26,435 20,687
2,373,272 1,472,488

Other income Hebg A
Interest income FLEW A 23,198 14,805
Value added tax refund (note (i)) RIRIEER (I FEG)) 41,770 32,788
Subsidy income FEREWA 3,934 535
Others HAith 1,543 1,947
70,445 50,075
2,443,717 1,522,563
note (i) The amount represents the Group's entitiement to value added tax refund MiEE() ZeBMEAKERTEEES FRERGE

in relation to the sales of self-developed software products in the PRC. i F B HIRETRRK
6 OTHER GAINS — NET 6 Hitilhz — B8

Year ended 31 December

BEt+t-HA=+—BLFE

2014 2013
—Z-mF =%
HK$'000 HK$'000
FTHET FHETT
Fair value gains on financial assets at BAFEE BHEE AT
fair value through profit or loss FEENSRMEEN D T EWS = 303
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7

SEGMENT INFORMATION

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

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

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

EREEHAEBAIRENTERIAL
HERER - BEEEREHNTESMEN
DAL SRR E R A B S MEE X0
B AEETEREE T TRmARIRT
BE REEERA/AERLEE %
B -

AEEFERES  PR(TETEEE
B RFAkeE) REB([XE g2
EEE R AERESRAZHEAR
WA EFFEARBRRIER o

o

BIEERESBEEET (BER)NTE
FHEEE DR
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SEGMENT INFORMATION (continued)

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

segment is as follows:

7 DEER®

REBFEREIBE DN AEELRE

REBEAITOT -

Year ended 31 December 2014
BE_Z-ME+-A=1+-HLEFE

PRC,
other than
Hong Kong,
Macau and
Taiwan  Hong Kong US Elimination Total
HE(EE
HMK
AMBERS) BB E3E i @m
HK$'000 HK$'000 HK$’000 HK$'000 HK$'000
FEx TEx FEx FEx TERT
Turnover from external customers R EINIEFRE 5 1,708,104 611,848 53,320 = 2,373,272
Inter-segment turnover AEREEE 566,826 41,981 - (608,807) =
Total tumover wugE 2274930 653,829 53320  (608807)  2,373272
Segmental earnings/(loss) before AERFEZL

interest expense, taxes, WE - ER

depreciation and amortisation BERRT, (FR)

(“EBITDA") ([EBITDA]) 331,097 145,429 (11,245) 1,914 461,195
Depreciation e (3.289) (177) (529) = (3,995)
Amortisation By (6) = = - (6)
Segmental operating profit(lossy D RBELER,/(FE),/

profit/(loss) before income tax BRATSRATER/ (E518) 327,802 145,252 (11,774) 1,914 463,194
Income tax expense FeimY (71,388)
Profit for the year FER A 391,806

PAX GLOBAL TECHNOLOGY LIMITED ANNUAL REPORT 2014



Notes to the Consolidated
Financial Statements

wn O B 15 ER R Bl 51

7

SEGMENT INFORMATION (continued)

7 2EEBR®m

Year ended 31 December 2013
BE-ZT-=F+-A=T—RALEFE

PRC,
other than
Hong Kong,
Macau and
Taiwan  Hong Kong us Elimination Total
HE(EE
BPIR
2ERIN BB E35i HH it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT FAT THET FAT FHET
Turnover from external customers ~— REIMIEFHLEHE 1,229,582 217,161 25,745 - 1,472,488
Inter-segment turnover AEMEES 129,027 7,450 - (136,477) -
Total turnover BEREE 1,358,609 224,611 25,745 (136,477) 1,472,488
Segmental earnings/(loss) before AERMEZE

interest expense, taxes, BE - MER

depreciation and amortisation Banas/ (E8)

("EBITDA") ([EBITDA]) 218,774 54,121 (7,645) 4,670 269,920
Depreciation e (3,149) (69) (506) - (3,724)
Amortisation e (6) - _ _ (6)
Segmental operating profitilossy DA EER/(B5E),/

profit/(loss) before income tax BETEBANER/(E8) 215,619 54,052 (8,151) 4,670 266,190
Income tax expense PSRBT (39,650)
Profit for the year FREF 226,540
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106

SEGMENT INFORMATION (continued)

The segment assets and liabilities at 31 December 2014 and
additions to non-current assets for the year ended 31 December
2014 are as follows:

7 DEER®

RZZE—NE+A=+—BHSREE
REBEURBE—E-—NF+-_A=+—

HLESFEFRBEENRENT ¢

As at 31 December 2014
R-E-ME+=-A=1-H

PRC,
other than
Hong Kong,
Macau and
Taiwan  Hong Kong US  Elimination Total
HE (RS -
R K
BRI B E3E e wE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET THET TET FET THT
Segment assets DEEE 2,415,257 1,142,449 38,297 (261,690) 3,334,313
Segment liabilities DEEE 884,063 99,881 59,781 (257,592) 786,133
Year ended 31 December 2014
BE-B-ME+-A=+-ALEE
PRC,
other than
Hong Kong,
Macau and
Taiwan  Hong Kong US Elimination Total
HE (RS -
RAR
2ERM) & E3E HH L
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TR TET TET THET
Additions to non-current assets ERYEENRE 6,439 826 228 - 7,493
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SEGMENT INFORMATION (continued)

The segment assets and liabilities at 31 December 2013 and
additions to non-current assets for the year ended 31 December
2013 are as follows:

7 2EEBR®m

R-E—=F+-A=+—BHNEEE
FEBUAREBE T =Ft+_A=+—

BIEFEIFRBEECRENT ¢

As at 31 December 2013
RZE—=F+-A=1+—A

PRC,
other than
Hong Kong,
Macau and
Taiwan  Hong Kong us Elimination Total
HE(EE
B R
&R BB E5 HH bk
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THL T THT THL THT
Segment assets DEBE 1,997,637 859,728 23,455 (48,012) 2,832,808
Segment liabilities DEEE 714,081 43,376 33,206 (44,977) 745,686
Year ended 31 December 2013
HE-T-——F+-A=1t-RALFE
PRC,
other than
Hong Kong,
Macau and
Taiwan  Hong Kong us Elimination Total
HRE(EE
B R
&R Hik % i Fat
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT TAET FHT THT FHT
Additions to non-current assets FRBDEENRE 1,223 180 3 - 1,406

Segmental EBITDA represents segmental operating profit/
loss before finance costs, income tax expense, depreciation of
property, plant and equipment and amortisation of leasehold
land. Segment assets consist primarily of property, plant and
equipment, leasehold land, inventories, deposits and other
receivables, trade and bills receivables, restricted cash and cash at
bank and on hand. Segment liabilities consist primarily of trade
payables, other payables and accruals and taxation payable.

DIEEBITDASRIIFR BB -« AT ST
X ME - BEERREBITEALRBEELTH
BHATN DL L RN, BE - DBREE
TEREME  BELRE HELH -
FE - me REMEKTOR - BUERF K
RN EE  XRAREUARBITRF L]

N
Sl

ISHRRTR K AT RIE A K A 18

DERBEI2EREMER

HAth fE
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SEGMENT INFORMATION (continued)

Additions to non-current assets comprise additions to property,
plant and equipment.

In 2014, revenue of approximately HK$255,850,000 is derived
from the largest customer, representing 10.8% of the total
revenue, which is attributable to the HK operating segment;
HK$222,171,000 is derived from the second largest customer,
representing 9.4% of the total revenue, which is attributable to
the PRC operating segment. In 2013, revenue of approximately
HK$178,153,000 is derived from the largest customer,
representing 12.1% of the total revenue, which is attributable to
the PRC operating segment; HK$141,163,000 is derived from the
second largest customer, representing 9.6% of the total revenue,
which is attributable to the PRC operating segment.

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

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

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

EER @)
ERBEERELIELYE « BE REE
HRE -

RZZE—HF  BE49255,850,00078 T
BBMATIREFARFE + ZZERALRBIR
AHI10.8% WEHEBAREBEBEHEL « BE
#9222,171,0008 TRIWATI KRB E =K
BE  ZFWAEBRANA%IL 5 E
REBEEBHE - N_T—=F  AHK
#9178,153,00078 TTHIW A T R B AR
B ZERARBERARNI12.1% T EBR
FEIZES D EF - BEAI141,163,00078 7T
WA TIREE-KREF  ZSHALR
A 8)9.6% 7 53 B P B 759556 o

FTEFRENETZREEWHR
RNTTE—H -

AEBEIENEE  PEREE/EM
ih
BZEEMEMEI DM AEBIEREEE
KomEBEETIAT

As at 31 December

R+=—A=+—H
2014 2013
—E—-F —E—=F
HK$’000 HK$'000
FH&T FHET
Non-current assets EREBEE
PRC, other than Hong Kong, REI(ES - BP
Macau and Taiwan REERIN 10,283 7,366
Hong Kong ) 906 257
us ESE 460 761
11,649 8,384
Current assets RBEE
PRC, other than Hong Kong, PEl (B - R
Macau and Taiwan REEBRIN 2,204,392 1,974,671
Hong Kong 55 1,081,991 828,434
us EH 36,281 21,319
3,322,664 2,824,424
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8 EXPENSES BY NATURE 8

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

RIEHEB TR
ATASHERA « #HERX RITKRHAX A5
XA

Year ended 31 December

BEt+t-A=+—BLFE

The net foreign exchange loss recognised in administrative
expenses for the year ended 31 December 2014 amounted to
HK$3,017,000 (2013: HK$952,000).

2014 2013

—E-IOF —T—=F

HK$'000 HK$'000

FExT FET

Auditors’ remuneration — audit services ZE NS — FAZIRTS 1,949 1,581
Depreciation of property, plant and ME - BB KRB ITE

equipment (note 15) (K$7E15) 3,995 3,724
Amortisation of leasehold land (note 16) &+ # 8 (MI5E16) 6 6
Employee benefit expenses (including EERMAZ (BREEEMHE)

Directors’ emoluments) 215,943 155,968
Costs of inventories sold (note 19) ERFEERAMEET9) 1,480,103 910,549
Operating lease rentals in respect of BFRKEEEES

buildings 15,828 12,821
Research and development costs AR 113,841 94,480
Sales commission HEMRS 48,991 11,978
Provision of trade receivables (note 20(c))  FEUBR F & (FH3E20(0)) 632 -
Loss on disposal of property plant and HEME - BB LREBD

equipment 8B 37 -
Provision for obsolete inventories [REFEEE(M:E19)

(note 19) 18,687 10,955
Donation | 1,256 10

9 NET FOREIGN EXCHANGE LOSS 9 IEFREE

BE-_T-WNF+-_A=+—BILLFE
RITBHAXFHEIRANIINEFESR &
3,017,000/ 7T (= F — =4 : 952,000/8
) °
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10

110

EMPLOYEE BENEFIT EXPENSES (INCLUDING
DIRECTORS’ EMOLUMENTS)

10

EERAHX(BEESHE)

Year ended 31 December
BE+-A=1+—HLEFE

2014 2013

—ZT-mF —T—=%F

HK$'000 HK$'000

FET FAT

Wages and salaries TITENF® 168,365 125,653
Share options granted to directors and BYEERIESHHERE

employees 26,628 13,700

Social security and pension costs HERE MERE KA 20,950 16,615

215,943 155,968

(a) Directors’ and chief executive’s emoluments
The Directors’ and chief executive's emoluments during
2013 and 2014 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) EBRITRAHMS
R-F—=FR_FT-NFEER
THAZMEHERNETEEEREN
ffE -

REMEFE  ARRBEFENRITH
BEBOMEIT

Year ended 31 December 2014

BECE-RMETZA=t-ALFE

Employer's
contribution
Discretionary o pension Share
Fees Salary bonus scheme options Total
£
£ihE
ik #&  BERL  HEER BhRE 3
HK$'000  HKS'000  HKS$'000  HK$'000  HK$'000  HK$'000
Name of Directors ESpg TR TR TERT TiEn TEn TET
Executive Directors HiTEE
Nie Guoming (Chairman) EERLE) 1,000 804 1,000 52 492 3,348
Lu Jie (Chief Executive Officer) Note *) B (778 422 (JizE%) 900 883 1,840 56 492 417
Li Wenjin FNE 800 - 1,200 17 492 2,509
2,700 1,687 4,040 125 1,476 10,028
Independent Non-Executive Directors B FH{TES
Yip Wai Ming B 114 - 50 - - 164
Wu Min R 114 - 50 - - 164
Man Kwok Kuen, Charles WA 114 - 50 - - 164
342 - 150 - - 492
3,042 1,687 4,190 125 1,476 10,520
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10 EMPLOYEE BENEFIT EXPENSES (INCLUDING 10 EEREARZ(EBEEEME)
DIRECTORS’' EMOLUMENTS) (continued) (&)
(a) Directors’ and chief executive’s emoluments (a) EERTHARME(E)
(continued)

Year ended 31 December 2013
BE-E-—E+-A=t-ALEE

Employer's
contribution
Discretionary ~ to pension Share
Fees Salary bonus scheme options Total
EEH
ik i Bigita HE 5 faikiE oE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Name of Directors ESfg TEL TAL TAL TEL TAL TEL
Executive Directors HiTES
Nie Guoming (Chairman) EAR(ZE) 1,000 744 500 32 1,704 3,980
Lu Jie (Chief Executive Officer) (Note*)  BAN(77H#5) (M) 547 498 600 24 753 2422
Li Wenjin IYE 800 - 600 15 1,704 3,19
Jiang Hongchun (Note**) BE () 353 191 - 13 570 1,127
2,700 1433 1,700 84 4,731 10,648
Independent Non-Executive Directors By FHTES
Yip Wai Ming 2% 100 - - - - 100
Wu Min o 100 - - - - 100
Man Kwok Kuen, Charles 1EE 100 - - - - 100
300 - - - - 300
3,000 1433 1,700 84 4,731 10,948
Note: BRE -
* Mr. Lu Jie was appointed as the Chief Executive Officer and an * BEREER-_Z—=FRA-+=H%E
executive Director on 23 May 2013. ZERTTREHFNTES -

*x Mr. Jiang Hongchun resigned as the Chief Executive Officer and an x BREXRER-_Z—=FHA=-T=H
executive Director on 23 May 2013. BHETTRIEHFRIITE FRAS -
During the year ended 31 December 2014, no Directors of REBEEZZT—HF+=ZA=+—H
the Group waived any emoluments and no emoluments IEFE - BEREEEENEEM
were paid by the Group to any of the Directors as an e AEETEAEMNESN
inducement to join or upon joining the Group or as Bl 1E R IR 5| 1R F 1A & E 5 R
compensation for loss of office (2013: Nil). HENN AN £ E i 1) 28 B ok B B

B =F—=F 8-

There was no arrangement under which the Directors RZB-—=FR-_FT—NF - HiE
agreed to waive any emolument during 2013 and 2014. E=RAERETAMeTHE -
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10 EMPLOYEE BENEFIT EXPENSES (INCLUDING
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 2014 included
one Director (2013: three). The emoluments payable to the
remaining four (2013: two) individuals during the year are as
follows:

10

BERINFEX(EFESHE)

(%)

(b) EEBRBHFAL
AEEBRE-T-NEL+ A
S+t-ALFEREREFALE
B AEE(CE-ZF Z4)-
AEFEERNHBTOE(CF—=F :
M) ALBEHFIMT -

2014 2013
—F-mE —T-=F
HK$’000 HK$'000
FET FAET

Salaries, allowances, share options and %% - =28k - BEAR#E
benefits in kind REWEF 23,133 2,379
Pension cost BIRE A 68 30
23,201 2,409

The emoluments fell within the following bands:

e TEIAER

Number of individuals

AE
2014 2013
—E—F —T—=%F

Emolument band Bl <48 5]

HK$1,000,001 — HK$ 1,500,000 1,000,008 7T — 1,500,000/ 7T = 2
HK$4,500,001 — HK$5,000,000 4,500,001 7T — 5,000,000/ 7C 1 -
HK$5,000,001 — HK$5,500,000 5,000,001 7T — 5,500,000/ 7T 1 -
HK$5,500,001 — HK$6,000,000 5,500,001 7T — 6,000,000/ 7T 1 -
HK$7,000,001 — HK$7,500,000 7,000,001 7T — 7,500,000/ 7T 1 -
4 2
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11 INCOME TAX EXPENSE

11 FEHiEX

Year ended 31 December

BE+-A=+—HLEE

2014 2013
—F-mF —F—=F
HK$'000 HK$'000
FHT FAIT

Current income tax BRERRRTSHE
— PRC corporate income tax — PRI ZEFSH 54,407 29,263
— Hong Kong profits tax — EEFER 26,578 10,175
(Over)/under provision in prior year BEFE (BRERE) BETR (9,597) 212
Income tax expense iR Y 71,388 39,650

Hong Kong profits tax has been provided for at the rate of
16.5% (2013: 16.5%) on the estimated assessable profit for the
year ended 31 December 2014.

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

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

HE_Z-—NF+_A=+—HILFE "
EBFEHBIE G ERT R AR X
16.5%(—ZF—=4 : 16.5% ) EL B -

I M BT SRR F A A SRR
BAREBEREMERRIRITHEGE

ARBEMBE AR A EREMORIDE
[RAR(T BB EEARI DR RY I E
FE - RER _EENF-A—HEUD
PRECEMETOEA(TREMERE]D - A
BT ERAIIN T — —FAER25% MK
BAFTEH - BERETERERI o RiF
TEMRSRE  BEAERRIIBREH
Bifi  WZT——FE-T—NF=
FHMEERER15%HEEHX -
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INCOME TAX EXPENSE (continued)

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

Pursuant to the Notice on Enterprise Income Tax Policy to Further
Promote the Development of Software and Integrated Circuit
Industry KEARNE— P RBRTEXMEKREREREREE
FTS R ER BB A)) issued by the Ministry of Finance of the
People’s Republic of China and the State Administration of
Taxation, key software enterprises (& & {4 %) which have
not yet enjoyed tax-free concessions for the relevant financial
years will be subject to enterprise income tax at the reduced rate
of 10%.

Pax Computer Shenzhen obtained the requisite approval from
the relevant applicable tax authorities in late March 2014 and
is eligible for a reduced tax rate at 10% for the financial years
2013 and 2014. The over provision of income tax accrued by Pax
Computer Shenzhen in financial year 2013, which was calculated
at the tax rate of 15%, was credited to the profit and loss in the
current year.

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 2014 (2013: Nil).
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1"

INCOME TAX EXPENSE (continued)

The taxation on the Group’s profit before income tax differs
from the theoretical amount that would arise using the weighted
average tax rate applicable to profits of the consolidated entities
in the respective jurisdictions as follows:

11 FEHEX@
7 5 B B B0 AT % R 0B B SR PR s P

REERDEERNE G

= 3 X

H g /m

I hnEF

BREAENIRRSENZRMOT

Year ended 31 December
BE+-A=1+—HLLEFE

2014 2013
—F-mF —F-=F
HK$'000 HK$'000
FET FAT
Profit before income tax SR ES =T avAl 463,194 266,190
Tax calculated at domestic tax rates R EEEREL ST
applicable to profits in the respective HERE M RAENIE
countries 75,458 40,790
Income not subject to taxation BEMT AU A (946) (1,894)
Tax incentives for research and development A rh B 5F AKX 37 BB B A &)
expenses available for a subsidiary MIAEEROBIAES
incorporated in the PRC (note (i)) (BFEEG)) (5,173) (6,231)
Expenses not deductible for taxation BEARFS T F A AT HR Y 5 =2
purposes 6,399 2,188
Unrecognised tax losses REERHTIEE R 3,626 2,145
Tax effect on other tax incentives HEMRIBERELRN
BibisZ 1,621 2,440
(Over)/under provision in prior year F—FEGRRERE) BETR (9,597) 212
71,388 39,650

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 16.3% (2013:

15.3%) for the year ended 31 December 2014.

FIREG)

AR EE B — R A o B0 B B 1 Rk A B B
FRES BB BB E R — R AEE -
REBEVBEEBRA - AEE A RHFEIN
FERIR S BEF NI EEA50%

MRS BB MR RERR

HE-_ZT—NWE+-_A=+—HIFE
IR E AR EA163% (T —=4:
15.3%) °
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12 LOSS ATTRIBUTABLE TO EQUITY HOLDERS 12 RATFERFE ARGER
OF THE COMPANY

The loss attributable to equity holders of the Company is dealt BHE_Z-—NF+_A=+—HILFE "
with in the financial statements of the Company to the extent of RAAE=FE AEEEE10,147,000%
HK$10,147,000 for the year ended 31 December 2014 (2013: TT(ZZ—=4 : 8,189,000/ 7T ) Jh A7
HK$8,189,000). REWI B HRE TR -
13 EARNINGS PER SHARE 13 SRER
(a) Basic (@ ExX
Basic earnings per share is calculated by dividing the profit BRERABF RN RERFE
for the year attributable to equity holders of the Company ANEEREFERMBRFEANDETYE
by the weighted average number of ordinary shares in issue BN EETH -

during the year.

Year ended 31 December
BE+t-A=1t—HLEE

2014 2013
—E2-IF —T-=F
Profit attributable to equity holders of  AQ FlfEzEHE A
the Company (HK$'000) (FH7T) 391,806 226,540
Weighted average number of ordinary B 317 & iR I 192
shares in issue (thousand shares) (FR%) 1,079,975 1,039,126
Basic earnings per share BRERZF
(HK$ per share) (BRB7T) 0.363 0.218
(b) Diluted (b) #H
Diluted earnings per share is calculated by adjusting the BREERNNFET N BRRERE
weighted average number of ordinary shares outstanding HMpTE BB ERUERN BRI
to assume conversion of all dilutive potential ordinary AEBEDBEITEBROIME T -
shares. The Company has one category of dilutive potential RABIRE — A B UERD
ordinary shares:share options. For the share options, a LimAREARE - SEEREM S - 1%
calculation is done to determine the number of shares that i R 17 {55 A AR T BT SR B 1) B M
could have been acquired at fair value (determined as the BEFE  LWEEARATE(ER
average market share price of the Company'’s shares for the KRB EAANRFImE)EEMN
period) based on the monetary value of the subscription D& E - &Lt A XA ERRGD
rights attached to outstanding share option. The number of HH EREREREETEREDE
shares calculated as above is compared with the number of TR BB VELLER o

shares that would have been issued assuming the exercise
of the share options.
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13 EARNINGS PER SHARE (continued)
(b) Diluted (continued)

13

BERERN @)
(b) #E(E)

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

2014 2013
—E-IOF —E-=fF
Profit attributable to equity holders of N2 RIS E AFE(G 5 A
the Company (HK$'000) (FA&m) 391,806 226,540
Weighted average number of ordinary B %47 AR ik F 192k
shares in issue (thousand shares) (F5) 1,079,975 1,039,126
Adjustments for share options TR REER R
(thousand shares) (F5%) 30,914 34,386
Weighted average number of ordinary &% #58 & F| #9 I FA%
shares for diluted earnings per share DIREF 98
(thousand shares) (F1%) 1,110,889 1,073,512
Diluted earnings per share TS & A
(HK$ per share) (B T) 0.353 0.211

14 DIVIDENDS

14

No dividends had been paid or declared by the Company during

the year ended 31 December 2014 (2013: Nil).

Hﬁ/%\
BE—Z—mE+=-A=+—HIFEF
ARBEERMNSTREMBE (=
—=F |
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15 PROPERTY, PLANT AND EQUIPMENT — GROUP 15 ¥%*¥ - BERZHE — AKE

Office
Leasehold  furniture and Plant and Motor
Buildings improvements equipment equipment vehicles Total
HE BOE K=
gF LIES:A BERRE P& "E @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET TET TET FET FERT TR
At 31 December 2012 RZE—=F+=-A=+—H
Cost KA 7,504 1,038 11,292 3,950 4,517 28,301
Accumulated depreciation 2EHE (5,165) (1,038) (7,115) (1,891) (2,829) (18,038)
Net book amount BREFE 2,339 - 4177 2,059 1,688 10,263
Year ended 31 December 2013 H2-ZT—=F
TZA=t—RIFE
Opening net book amount BUREFE 2,339 - 4,177 2,059 1,688 10,263
Additions NE - - 1,240 166 - 1,406
Depreciation (note 8) & (KiFE8) (889) - (1,556) (526) (753) (3,724)
Exchange differences ERERE 55 - 65 53 34 207
Closing net book amount BAREFE 1,505 - 3,926 1,752 969 8,152
At 31 December 2013 RZEB-=F+-A=+—-H
Cost KA 7,717 1,068 12,577 4,230 4,635 30,227
Accumulated depreciation 2EHTE (6,212) (1,068) (8,651) (2,478) (3,666) (22,075)
Net book amount REFE 1,505 - 3,926 1,752 969 8,152
Year ended 31 December 2014 BE-2-mF
TZB=t—HLEE
Opening net book amount HAEREFE 1,505 - 3,926 1,752 969 8,152
Additions wE = = 1,664 3,153 2,676 7,493
Depreciation (note 8) HEE (HiEE8) (884) - (1,744) (534) (833) (3,995)
Exchange differences ERES (30) - (71) (56) (28) (185)
Disposal HE - - (37) - - (37)
Closing net book amount AREDFE 591 - 3,738 4,315 2,784 11,428
At 31 December 2014 R-B-MFE+=A=+-H
Cost BA 7,537 1,043 13,485 7,133 7,199 36,397
Accumulated depreciation REHE (6,946) (1,043) (9,747) (2,818) (4,415) (24,969)
Net book amount REFE 591 - 3,738 4,315 2,784 11,428
All depreciation of the Group's property, plant and equipment REBYE - BELRBOBINED ST
has been charged to administrative expenses. AFTHRR ©
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16 LEASEHOLD LAND — GROUP 16 HELTH — AKAEE
The Group's interests in leasehold land represent upfront RNEENIEE T AR IR i — KA
payments for land and their net carrying values are analysed as o BHEREDFESTAOT
follows:

Year ended 31 December

BE+-A=+—BLEE

2014 2013

—2-mE —F=f

HK$'000 HK$'000

FHET FHEIT

Opening net carrying value HAYIRRTENFE 232 231
Amortisation (note 8) By (PIEE8) (6) (6)
Exchange difference fEH =58 (5) 7
Closing net carrying value EARBREFE 221 232
The Group's leasehold land is located in the PRC and is held on REBMBEE L AAFE - HHAR10E
leases of between 10 to 50 years. Amortisation of the Group's 506 « REBMHEE T HAMEEEDFA

leasehold land has been charged to the administrative expenses. TR o

17 INVESTMENT IN A SUBSIDIARY — COMPANY 17 R BATMNKRE — KA T

As at 31 December

B+=—HA=+-—H
2014 2013
—Z—MF —E—=F
HK$'000 HK$'000
FET FET
Investment, at cost: ®E - BKNAFHE
Unlisted shares FE LM ktn 528,103 528,103
Investments arising from share-based D BER S EENRE
payments (note (i)) (BEEE () 47,783 22,164
575,886 550,267
note (i): The amount represents share-based payments arising from the grant of MIEEG) : FORERMBARNES RESRMER R
72,104,000 (2013: 52,300,000) share options of the Company to directors PR AR 7S M 1A 1% % H172,104,00010 (==
and employees of subsidiaries for their services provided to the subsidiaries. —=4F : 52,300,000 ) A AIRE AR R FTEE A
Further details on the Group’s share option scheme are disclosed in note BILARR D R ERE ST T o B RN S B AR 5t
24. Bl — BB I 24T -
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17

120

INVESTMENT IN A SUBSIDIARY — COMPANY

(continued)

The following is a list of subsidiaries as at 31 December 2014

Place of incorporation and

Principal activities and

(%)

17 RBRATINKRE — &RQF

RZZE—NFE+_A=+—08 " WEAF

MBEMT :

Particulars of issued and

Name type of legal entity place of operation paid up/registered capital Interest held
SRR ER TEEBR BRARBMRRE/
2 EEERER BEHY EMERFE Fiisgs
Grand Global International Limited  British Virgin Islands, limited Investment holding in 2 ordinary shares of US$1 each 100%(#)
liability company Hong Kong 2RERAEIETHLRR
EERAES  ERATF ERERSRERR
Pax Technology Limited Hong Kong, limited liability Sales of E-payment Terminal 26,250,000 ordinary shares of 100%
BERBARAT company products and provision of HK$1 each, 8,750,000 series A
&5 BRAA related services in Hong preference shares of HK$1 each;
Kong 8,750,000 series B preference
ERBHEEFXNRERR shares of HK$1 each
A EBRG 26,250,000 &R EE BT
EER 8,750,000 &R
HEETHZI A BLR
8,750,000 SR EE 1T
ZIBEER
BEFEHEMORINERAT  PRC, limited liability company ~ Development and sales of HK$200,000,000 100%
(Pax Computer Technology HEl - BRAF E-payment Terminal products  200,000,0007%7T
(Shenzhen) Co., Ltd.) (*) and provision of related
services in the PRC
R REEE TR RS
EmRBERRS
EEHERECHNERAT PRC, limited liability company Development of software and HK$20,000,000 100%
((BEBE) M ARAT hardware of E-payment 20,000,000/ T
(Wonder Pax Technology Terminal products and
(Shenzhen) Co., Ltd.) provision of related services
("Wonder Pax") (*) in PRC
FRERES T ERERD
Tl REGRREEERS
Pax Technology, Inc. US, limited liability company Sales of E-payment Terminal US$1,000 100%
XB - ARAT products in the US 1,000 £

# Interest held directly by the Company.

EXEHEEFXNRRER

* The English name of Pax Computer Shenzhen and Wonder Pax represents
the best effort by the management of the Group in translating its Chinese
name as it does not have an official English name.
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18

19

AMOUNT DUE FROM A SUBSIDIARY —
COMPANY

The amount due from Pax Technology Limited, a wholly owned
subsidiary of the Company, is denominated in HK$, unsecured,
interest-free and repayable on demand.

18 BWHBQBRE —ALH

RRARB-FH2EMBRARBERRE
RARIFIERZIABTTAHE - KEER - 2
BRBRENRER

INVENTORIES — GROUP 19 78 — F5HE
As at 31 December
R+=—A=+—-8
2014 2013
—E-mEF —T—=%F
HK$'000 HK$'000
THET FHET
Raw materials FEM R 122,861 93,972
Work in progress R 73,653 77,875
Finished goods RN oA 278,947 293,267
475,461 465,114

The cost of inventories included in cost of sales during the
year amounted to approximately HK$1,480,103,000 (2013:
HK$910,549,000).

Provision of HK$18,687,000 was made for obsolete inventories
during the year (2013: HK$10,955,000).

RAFE SHEXAPBEHTFERAK
4 #1,480,103,0008 7. ( =& — =4
910,549,000/ 7T) °

RAFEE BREFEFREBAR

18,687,000/8 7T( Z&F—=% : 10,955,000
PBTT) e
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20 TRADE AND BILLS RECEIVABLES, DEPOSITS

122

20 EUIRRREWRRE  ZER

AND OTHER RECEIVABLES H b EFRIE
Group Company
rEE ¥ /N
As at 31 December As at 31 December
Rt+t=—A=+—8 R+=—A=+—8
2014 2013 2014 2013
—E-mE —FT-=F ZB-NF —FT—=F
HK$’'000 HK$'000 HK$’'000 HK$'000
FHET FAT THET FET
Trade receivables (note (a)) U BR 2 (M 5E(@a)) 662,703 478,027 - -
Amount due from related parties f&Uk B4 75 7008
(note 31(b)) (FF5E31(b)) - 69,964 - -
Less: provision for impairment of g : fEULBR FORE B S
receivables (note (c)) (FF5E()) (660) (28) - -
Trade receivables, net FEUBR FUF B8 662,043 547,963 - -
Bills receivables (note (b)) FEUWZERE (MFE(b)) 236,235 90,003 - -
Trade and bills receivables FEUS BR 20 & FE U 224 898,278 637,966 - -
Deposits and other receivables e K H A R IE 14,084 6,324 1,397 949
Trade and bills receivables, FEARBR N RN ZE IR -
deposits and other receivables &% K& H fih FEU A 912,362 644,290 1,397 949

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

REE | F A A e W AR R MBI AR -
Be MEAMERIENREETIATIE

in the following currencies: WETE -
Group Company
rEE AT
As at 31 December As at 31 December
B+=A=+-—8H R+=HA=+-—H
2014 2013 2014 2013
—E-NEFE —FT-=F ZB-NF —IFT—=F
HK$°000 HK$'000 HK$’000 HK$'000
FET FET FET FAT
HK$ T 13,163 9,156 1,397 949
RMB AR 840,313 590,826 - -
uss ET 58,886 44,308 - -
912,362 644,290 1,397 949

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

2013 and 2014.
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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 2013 and 2014,
the ageing analysis of the trade receivables is as follows:

20 EUIRRRERRE  BZER

H i EUWFRIE ()
(a) FEWERR

AEEGTESHEBANEERRO
F180B 5 o AM @ ATEEE AR
ERE R MR PR L HEA180H A
EH -HR-ZZE—=FR-_ZT—MNF
+=—A=1+—8  EKREROER
DITEAT -

As at 31 December

R+=A=+—H
2014 2013
—ZT-mF —T—=F
HK$'000 HK$'000
FE T FAT
Up to 90 days 90H AN 425,205 377,726
91 to 180 days 91£180H 121,188 79,905
181 to 365 days 181£365H 54,135 45,825
Over 365 days 365H A £ 62,175 44,535
662,703 547,991

As at 31 December 2014, trade receivables included
retention money receivables of HK$55,877,000 (2013:
HK$43,296,000), which represents approximately 2%
to 5% (2013: 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 2014, retention money receivables
aged over 365 days amounted to HK$43,565,000 (2013:
HK$36,268,000).

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
38.9% (2013: 39.3%) of the Group’s turnover for the
year ended 31 December 2014. They accounted for
approximately 50.2% (2013: 48.1%) of the gross trade
receivable balances as at 31 December 2014.

Receivables that were neither past due nor impaired
amounted to approximately HK$641,671,000 (2013:
HK$538,078,000) as at 31 December 2014.

R-—ZZE—NF+—_A=+—H "
EWERBEREREN &
55,877,000 L (=& — = &
43,296,000 7T)  EMEETFHEE
TEPHMABERBREL2%E5%
TE—ZF KNR%ES%)  MTA
MPRAA=ZRF - R_ZT—NHF
+ZA=1+—8  EHFERBR
365 A 485 /£43,565,000/8 7T (=
T— =4 : 36,268,000/ 7T) °

REEMBE AR EERFE
LEEGEESETRR -BHEZZT
—MFE+=—A=+—HILFE ¥
AARFPHENEMEIRERORE
EHRMEEELNBI%(ZT—=
F:393%) MER 2T —MWF
T A=+ —BEMEBEREEY
502%(—Z—=4F : 48.1%) °

R-—ZE—WMF+_A=+—H"
B 4 380 HF JF 48 R (B B9 FE UL RN TE 4
641,671,000 L ( Z T — =4 :
538,078,000 7T) °
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TRADE AND BILLS RECEIVABLES, DEPOSITS

AND OTHER RECEIVABLES (continued)

(a) Trade receivables (continued)
As of 31 December 2014, trade receivables of
HK$20,372,000 (2013: HK$9,885,000) were past due but
not impaired. These relate to a number of independent
customers for whom there is no significant financial
difficulty and based on past experience, the overdue
amounts can be recovered. The ageing analysis of these
trade receivables is as follows:

20

VIR R ERRE - 2R

H i FEUWFRIE ()
(a) FEWERER (&)

RZE—WMFE+ZA=+—H &
I BE 720,372,000t ( — T —=
£ : 9,885,000/ 7T ) B 81 HAE R
B BERZWES KU EEED
BYEFPHR  RERBEER
BERFRIER] TS o S IR R
BEREC D ITIAT -

As at 31 December

R+=A=+—8
2014 2013
—=—MmEF —E—=F
HK$'000 HK$'000
FE T FAT
Up to 90 days 90H A 17,109 8,302
91 to 180 days 91£180H 884 429
181 to 365 days 1812365H 967 469
Over 365 days 3658 1,412 685
20,372 9,885

(b) Bills receivables (b) EWRERE

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

L AEER e B BIEARE R 7N E B A Y
SRITAGLRIE »

AEEREEENZSERAT

follows:
As at 31 December
R+=—A=+—H
2014 2013
—ZT-mF —T=F
HK$’'000 HK$'000
FH&xT FHET
Up to 90 days 90H AR 97,600 42,397
91 days to 180 days 91HZ=E180H 138,635 47,606
236,235 90,003
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20 TRADE AND BILLS RECEIVABLES, DEPOSITS 20 BUERSRERREE  RER

AND OTHER RECEIVABLES (continued) H o FE IR IR (1)
(c) Provision for impairment of trade receivables () FEUERFURERE
The movement on the provision for impairment of trade FEWBRFURE R BT

receivables is as follows:

As at 31 December

Rt+t=A=+—H
2014 2013
—F-mF —F—=F
HK$°000 HK$’000
FET FHET
At beginning of the year REY) 28 28
Provision for the year (note 8) FNRAE (7ES) 632 -
At end of the year RER 660 28
The maximum exposure to credit risk at the reporting date RiEBPHEBHSAEERRS
is the carrying values of each class of receivables mentioned Ll R EERFIERREE - K=
above. The Group did not hold any collateral as security for T-ME+-—A=+—H  £A&HE
these receivables as at 31 December 2014 (2013: Nil). I Sh A% S R MGRIR IS A (R

m(ZF—=%F: 8&) -

The other classes within trade and bills receivables, deposits JEW R R R W RIE - 12 RH A
and other receivables do not contain impaired assets. JRE Ws R T8 Y EL i K8 Bl A I A B RLE

EEERHRARAT —®-mEss 125



Notes to the Consolidated

Financial Statements
#r O B 15 IR R Pl 5E

21

22

126

RESTRICTED CASH — GROUP

21

SRERS — AEH

As at 31 December

Rt+t=—A=+—8H
2014 2013
—E-mEF —E—=%F
HK$'000 HK$'000
FExT FATT
Restricted bank deposits ZIRHIRITER 16,112 16,613

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 2014, the effective interest rate on restricted
bank deposits was 0.35% (2013: 0.35%) per annum. All
restricted cash were kept in the bank accounts opened with
banks in the PRC as at 31 December 2013 and 2014, where the
remittance of funds is subject to foreign exchange control.

R REIEAEBERREBENEREZS
UEHE TEPOERNFROERTE
R THAANRKEEHE -

R-T—NE+-—A=+—8 " ZRH
RITFERNERFEAREF035%(=F
—=% :035%) RZE—Z=FK=F
—NFE+ZA=+—H FIEZRHIRS
TR EBRNIRITHM BIRITERP -
EEESNNESZRINEEH] o

CASH AT BANK AND ON HAND 22 RITRFLRSE
Group Company
REE RATE]
As at 31 December As at 31 December
A+=—BA=+—H R+=—A=+—H
2014 2013 2014 2013
—E-NOFE —T—=F Z—ZET-NmE =—ZT—=F
HK$'000 HK$'000 HK$'000 HK$'000
FH&T FHET TH&T FHET
Cash at bank and on hand RITEFLERS 1,818,730 1,063,915 592,992 53,043
Short-term bank deposits REERTTIER 99,999 634,492 99,999 509,066
1,918,729 1,698,407 692,991 562,109

As at 31 December 2014, funds of the Group amounting to
HK$958,408,000 (2013: HK$958,187,000) 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 1.5% (2013: 1.17%) per annum.
These deposits have an average maturity of 91 days (2013: 91
days). The carrying amounts of cash at bank and on hand were
denominated in the following currencies:

22 BITEFLBEE®

AEBRBHETERNEREFNXA
15%(ZZ—=%F : 1.17%) > ZSERH
FHEHEAIIB(ZE—=F:910) -
BAORFLEREMEMED DRI TIE
KEEHE

Group Company
rEHE PN
As at 31 December As at 31 December
Rt+t=A=+—-8 R+=HA=+-—H
2014 2013 2014 2013
—E-NOFE —T—=F ZZET-@mE =—ZT—=F
HK$'000 HK$'000 HK$’000 HK$’000
FHET FABT FExT FET
HK$ BT 726,714 591,909 692,939 561,988
RMB AR 891,527 892,435 = -
us$ ETT 300,384 214,038 52 121
EUR BT 104 25 - -
1,918,729 1,698,407 692,991 562,109

The maximum exposure to credit risk of the Group and the
Company as at 31 December 2014 were HK$1,918,561,000
(2013: HK$1,698,353,000) and HK$692,991,000 (2013:
HK$562,109,000) respectively.

R-ZE—WE+-_A=+—0 " &
SERARRAEREERRBRY NA
1,918,561,000 & ot ( = & — = £
1,698,353,000/% 7T ) % 692,991,000 % 7T
(ZZ—=%F : 562,109,000/ T) °

SHARE CAPITAL 23 R
(a) Authorised share capital of the Company (a) XA RIHEE R A
Ordinary
Number of shares of
ordinary shares HK$0.1 each
BRMEE0.1ET
EERAE B R
Thousand
shares HK$'000
TR FET
Authorised EE
At 1 January 2013, 31 December 2013 W-_Z—=F—HF—H »
and 31 December 2014 —ET-—=F+-A=+—HK
—E-MOF+=-A=+—H 2,000,000 200,000
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23

SHARE CAPITAL (continued)
(b) Issued share capital of the Company

23 B
(b) EATWERITRA

Ordinary
Number of shares of
ordinary shares HK$0.1 each
ESREE01ET
ZERHE M B R
Thousand
shares HK$'000
TR THET
Issued and fully paid ERITRAR
1 January 2014 —E—mF—H—H 1,044,517 104,452
Employee share option scheme: 1R E BT &

— Proceeds from shares issued — WRIDBITATIS A 56,297 5,629
At 31 December 2014 R-E—NF+_-_A=+—H 1,100,814 110,081
Issued and fully paid ERITRARE
1 January 2013 —T—=F—H—H 1,037,728 103,773
Employee share option scheme: EE RS

— Proceeds from shares issued — W E TR A 6,789 679
At 31 December 2013 R_E—=ZF+=-A=+—H 1,044,517 104,452

24 SHARE OPTION SCHEME

24 ERRAESTE

128

(a) Share option scheme

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

provisions under the Listing Rules).

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

Company and its shareholders as a whole.

The Scheme became effective on 1 December 2010 and
unless otherwise cancelled or amended, will remain valid

and effective for the period of 10 years from that date.
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24 SHARE OPTION SCHEME (continued)

(b) Share option movements

24 BRETE e
(b) HBRENBE

Number of Number of
Share Share
Options Options
held as at held as at
1 January 31 December
2014 2014
RoB-IE Granted Exercised lapsed  R=ZE-ME
Exercised -B-H during during the duringthe t=A=+-H
Name Date of grant price e the year year year fise
i3 RtiAH ﬁﬁifiﬁ BREHE FRFEE FRITHE FRXN BREHE
(HK9)
(A1)
Directors
BZ
Nie Guoming 22 June 2012* 1.230 8,000,000 - (8,000,000) - -
FAA ZE-CHERAZTIRr
LuJie 22 June 2012* 1.230 10,000,000 - (10,000,000) - -
BN ZE-CERRZTIRF
Li Wenjin 22 June 2012* 1.230 10,000,000 - - - 10,000,000
EXE “F-—EXR-ToAr
Total for Directors 28,000,000 - (18,000,000) - 10,000,000
BELE
Employees
E&
(In aggregate) 22 June 2012* 1.230 45,361,000 - (36,957,000) (2,404,000) 6,000,000
(a5t) Sk /2 s =
(In aggregate) 28 May 2014* 4.860 - 20,554,000 (1,280,000) - 19,274,000
() ZE-NERAZTNR*
Total for Employees 45,361,000 20,554,000 (38,237,000) (2,404,000) 25,274,000
BB
Consultants
s
(In aggregate) 28 May 2014* 4.860 - 1,700,000 (60,000) - 1,640,000
(:r) “E-MERAZFNA
Total for Consultants - 1,700,000 (60,000) - 1,640,000
g
Total 73,361,000 22,254,000 (56,297,000) (2,404,000) 36,914,000
&
* The share options will be vested to the grantees, among which 30% * BRERBARA - BP30%ERE

of the share 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. The validity
period of these share options shall be 5 years from the date of grant.

REHBAHERE - 55 30%BAES
REREBH—AFES - HH40%5H
BB E L RHRNASRE - 258
R BRI ABRE AR B F -
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24 SHARE OPTION SCHEME (continued)

(b) Share option movements (continued)

24 BERESTE (e
(b) BRENRS (5

Number of Number of
Share Share
Options Options
Exercise held at Reclassification Granted Exercised Lapsed held at
Price 1 January during during during during 31 December
Name Date of grant HKS$ 2013 the year the year the year the year 2013
R=B-Z% R=B-=%
-B-H TZA=1-H
e =i £ £R £R £R g
2] RHAH B BREHA ENAR & i b3 BREYR
Directors
2
Nie Guoming 22 June 2012 1.230 10,000,000 - - (2,000,000) - 8,000,000
i “E2-CH¥RAZTZR
Lu Jie (Note *) 22 June 2012 1.230 - 10,000,000 - - - 10,000,000
ER(WEE ) Z3-ZERRZTCA
Li Wenjin 22 June 2012 1230 10,000,000 - - - - 10,000,000
EXE Sy sl
Jiang Hongchun 22 June 2012 1.230 6,000,000 (6,000,000) - - - -
(Note **) By =
BaA(E )
26,000,000 4,000,000 - (2,000,000) - 28,000,000
Employees
&8
In aggregate 22 June 2012 1230 54,150,000 (4,000,000) - (4,789,000) - 45361,000
a5t Sy =
Total 80,150,000 - - (6,789,000) - 73361,000
&t
Notes: MiaE
* Mr. Lu Jie was appointed as the Chief Executive Officer and an * BARER-_ZT-—=FRA_T=H%

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

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

(b) Share option movements (continued)

24 BERAESTE )

Movements in the number of share options outstanding

and their related weighted average exercise prices are as

(b) BRENEB(E)

WARTTE 2 A E 2 8 B & ELAARE
REFIGITHEERR 2 EFINT

follows:
Year ended 31 December
BEt+-ZA=1+—HLFE
2014 2013
=F-mE —T=F

Average Average

exercise exercise

price price

in HK$ in HK$
per share Options per share Options
option (thousands) option  (thousands)

BEREZ GRERE
BITEY BB IR B FH el
THEE (F12) 1T10(8 (F1%)
At 1 January n—A—H 1.230 73,361 1.230 73,361
Granted [ 4.860 22,254 - -
Exercised [RAGEES 1.230 (54,957) - -
Exercised 2171 4.860 (1,340) - -
Lapesd 255K 1.230 (2,404) - -
At 31 December R+-A=+—H 3.287 36,914 1.230 73,361

On 22 June 2012, 80,400,000 share options were granted
to certain directors and employees at an exercise price of

HK$1.23 per share. The share options will be vested to

the grantees as to 30% of the share options be vested on

the date of grant, a further 30% of the share options be

vested on the first anniversary of the date of grant and

the remaining 40% of the share options be vested on the

second anniversary of the date of grant. These options will

be expired on 21 June 2017.

RZE—ZF~AZ+=H"
80,400,00017 fE I iR ITE B TR
123 TETEZREES - 1B
RO S 57 B T AR A - 30% BB
REH B ARE - 5IM30% MR E

REHAH—BFE

B Hfr40%

BRENEEBYMAEFRRE -
ZEBREBENR-_ZE—+F A

—+—BEm-
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24 SHARE OPTION SCHEME (continued)

(b)

(c)

132

Share option movements (continued)

On 28 May 2014, 22,254,000 share options were granted
to certain employees and consultants at an exercise price
of HK$4.86 per share. The share options will be vested
to the grantees as to 30% of the share options be vested
on the date of grant, a further 30% of the share options
be vested on the first anniversary of the date of grant and
the remaining 40% of the share options be vested on the
second anniversary of the date of grant. These options will
be expired on 27 May 2019.

During the year ended 31 December 2014, share
based payment expense of HK$28,607,000 (2013:
HK$13,700,000) was recognised in the consolidated
income statement and the same amount was credited in
equity.

The weighted average share price immediately before the
share options exercised dates was HK$4.71 (31 December
2013: HK$3.08) per share. As at 31 December 2014,
out of the 36,914,000 (31 December 2013: 73,361,000)
outstanding options, 21,336,000 (31 December 2013:
41,301,000) options 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
on 28 May 2014, 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.

24 FBERRAESTE )

(b)

(c)

BRENEE(E)

R-ZE—mWFRA=-+/\AH -
22,254,000 FE IR AT TR (B B IR
4868 TAE TIRE MEM - ##
SRB 2 30% IR IEE N IR T B A
FEBTZEAN  BIN0%IEIIER
RETFTRABA—BFHER  MHT
40% B BRI S 1A 1% T B HR RN IE G B
BB ZEBEBRERR-_Z—NF
AAZ++HEH -

REBEEZZT—NF+=ZA=+—H
LEFE - RERB R aERERRD X
8 428,607,000 (- E—=
£ 113,700,000/ 7T ) M A EFED
T ARRRE -

SZEERETEE A MEF
HREAFRANBT(ZE—=
F+-_A=+—H8:3088x)°
R—ZE—WmF+=-_A=+—H8"
36,914,000 (ZE—=%¢+_A8
=+—H : 73,361,00013 ) 5 AR 1T1E
BERSHER - 21,336,000 (—ZE—=
F+=—HA=+—8 : 41,301,00013)
B ARIITE -

BREzQTE

ARRBERCDEA-—AARIAE
ER-_ZE-—NERA-_+NHER
FTHERE LA TE  BREBEH
RS - 28(mMERRIIE - BB
Wk RIERRE) FRERRA
BB E R - BldanT -

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))

R T AR AE 2 A FE
RIZ T B2 IR fE
R
P B s =

JEHYR ) (MY ()

HK$1.995% 7
HK$4.8607% T
1.152%

53.38%

note (i): The expected volatility, measured as the standard deviation of daily
trading price volatility of the shares of comparable companies over 5
years

See note 10 for the total expenses recognised in the
consolidated income statement for share options granted
to directors and employees.

PAX GLOBAL TECHNOLOGY LIMITED ANNUAL REPORT 2014

BEEG) - EERBRAFHTLARRMER
RHBEIRNE 2 BREEAE -

FHEMBIORTERRER ZBR
R P FER N AER -



Notes to the Consolidated
Financial Statements

wn O B 15 ER R Bl 51

25 RESERVES 25 f{#iE
(a) Group (a) &&KH
Capital Share
Share reserve option Exchange Retained
premium  (note (i)) reserve reserve  earnings Total
EXfGE

REE  (WE0)) BRERE SNERE  REEAN st
HK$'000  HK$'000  HK$'000  HKS$'000  HKS'000  HK$'000
FET FET FET FET FET FET

For the year ended HE-Z-IF
31 December 2014 +=ZA=+-H
LFE
Balance at RZE—mE
1 January 2014 —A—B8ER 1,237,947  (414,978) 34,073 98,303 1,027,325 1,982,670
Comprehensive income 2EKE
Profit for the year E R - - - - 391,806 391,806

Other comprehensive loss  Efti2EE%
Exchange differences arising ~ #Z 5N B AT

on translation of the B RREER
financial statements of ERZEmE
foreign subsidiaries - - - (33,464) - (33,464)
Total comprehensive loss 2EREEK - - - (33464) 391,806 358342
Transaction with owners BB ANR S
Share option scheme R E
— value of services provided — — BIE{EIR
BB - - 28,607 - - 28,607
— exercised of share option ~ — B {T{FEERR#E 68,480 - - - N 68,480
Total transaction with owners  E2EA AKX 54850 68,480 - 28,607 - - 97,087
Balance at RZZE—F
31 December 2014 +-A=1t—-H
0P 1,306,427 (414,978) 62,680 64,839 1,419,131 2,438,099
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25 RESERVES (continued) 25 fREe
(a) Group (continued) (a) AKEE(E)
Capital Share
Share reserve option  Exchange  Retained
premium (note (i) reserve reserve earnings Total
BAGE
RN &EE (Hsra) HElEmE  NERE  REERF Bt
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
THET T THL THT THT THET
For the year ended HE-Z-=f
31 December 2013 +=B=1+-H
LEE
Balance at RZZT—=
1 January 2013 —A—BWEs 1,230,276 (414,978) 20,373 70,605 800,785 1,707,061
Comprehensive income 2EKE
Profit for the year ERRF - - - - 226540 226,540
Other comprehensive Hth2E B
income
Exchange differences arising  #E/EMN{EA A
on translation of the PHRREEN
financial statements of ERLER
foreign subsidiaries - - - 27,698 - 27,698
Total comprehensive income 2 E Uz 4% - - - 27,698 226,540 254,238
Transaction with owners ~ EEFANL S
Share option scheme B2
— value of services provided  — B I2(IRSH)
BE - - 13,700 - - 13,700
— exercised of share option ~ — 2 1T{F A% 7,671 - - - - 7,671
Total transaction with owners i A#)R2 5 4858 7,671 - 13,700 - - 21,371
Balance at RZZ-=F
31 December 2013 +ZA=+—H
Rt 1,237,947 (414,978) 34,073 98,303 1,027,325 1,982,670
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25 RESERVES (continued) 25 @Ew
(a) Group (continued) () FKE(HE)
Note: BfeE -
(i) Capital reserve (i) EAHERE
Capital reserve represents the difference between (i) the aggregate BABEIETIIMENZRE : ()NEE
of the consideration for the acquisitions upon the Reorganisation; BB ¢ R(NVAA T B
and (i) the aggregate of the share capital and share premium of the BHMTE A R R ARG R B4R o
direct owned subsidiaries of the Company.
(ii) Statutory reserves (ii) EEME
The subsidiary of the Company in the PRC is required to allocate AR AR B KB A R R RIAEF]
10% of the company’s net profit to the statutory reserves fund M10% DEEEETEHBE - EE %R
until such fund reaches 50% of its registered capital. The statutory HoEZEHFMEARK50% - K EH
reserves fund can be utilised, upon approval by the relevant ERIER  EAERESTAREN
authorities, to offset accumulated losses or to increase its registered R ESUEME T MER - RS
capital, provided that such fund is maintained at a minimum of 25% D RIKALER N E M E AR25% 87K
of its registered capital. As at 31 December 2014, retained earnings FoRZT—NFF+_A=+—H &
comprised statutory reserves fund amounting to HK$124,972,000 B RN IEEE #HEH$©124,972,000%
(2013: HK$81,491,000). JTL(ZT—=4 : 81,491,000/7T) °
(b) Company (b) A
Share
Share option  Accumulated
premium reserve loss Total
RADERE BRERE RHER it
HK$'000 HK$'000 HK$'000 HK$'000
FHER THER TR TR
Balance at R=B-Rm&F
1 January 2014 —R—BM&e 1,237,947 34,073 (25,564) 1,246,456
Loss for the year FEBR - - (10,147) (10,147)
Share option scheme BiiEstEl
— value of services provided — ERHEBNER - 28,607 - 28,607
— exercised of share option — BTk E 68,480 - - 68,480
Total transaction with owners HEEANR HEE 68,480 28,607 (10,147) 86,940
Balance at R-Z-DF
31 December 2014 +ZRA=+-AHEE 1,306,427 62,680 (35,711) 1,333,396
Balance at RZB-Z=f
1 January 2013 —R— B 1,230,276 20,373 (17,375) 1,233,274
Loss for the year FEEBR - - (8,189) (8,189)
Share option scheme B
— value of services provided — BRERBH
BE - 13,700 - 13,700
— exercised of share option — TR E 7,671 - - 7,671
Total transaction with owners HERANR HEE 7,671 13,700 (8,189) 13,182
Balance at R-Z-=f
31 December 2013 TZA=t+—-ANEH 1,237,947 34,073 (25,564) 1,246,456
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26 TRADE PAYABLES, OTHER PAYABLES AND 26 ENIERM - HtENRAKRE
ACCRUALS HE S
Group Company
rEH PN
As at 31 December As at 31 December
R+=A=+—8H R+=A=+—8
2014 2013 2014 2013
=E-NE —FT-=F ZE-NF —ZT-—=fF
HK$°000 HK$'000 HK$'000 HK$’'000
FHET FHET FET FAT
Trade payables (note (a)) FERTBR R (3T (a) 411,679 442,090 - -
Amount due to related parties FE~ FAE: T k18
(note 31(b)) (FF5E 31(b)) 12,075 3,451 - -
423,754 445,541 - -
Other payables and accruals E AR R
FEEHFRIA
Receipt in advance
from customers T8 S WERE P 5RIE 149,292 190,851 - -
Other tax payables H AR 63,669 42,746 - -
Accrued expenses FEETRISZ 38,735 20,688 1,731 1,640
Others Hith 33,168 20,787 3,760 1,777
284,864 275,072 5,491 3,417
708,618 720,613 5,491 3,417
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26 TRADE PAYABLES, OTHER PAYABLES AND 26 FENERR - HENERRKRE
ACCRUALS (continued) FTRE (@)
(@) The ageing analysis of trade payables is as follows: @ EREXHERRSTET

As at 31 December

R+=A=+—8
2014 2013
—E-IOF ZT—=F
HK$'000 HK$'000
FExT FHIT
Up to 90 days 90H AR 394,896 417,151
91 to 180 days 91H=180H 25,952 25,616
181 to 365 days 181HAE365H 380 106
Over 365 days 365H AL 2,526 2,668
423,754 445,541
The average credit period granted by the Group's suppliers AEBERERETFTHFEHEER

ranges from O to 180 days. N TF0E180H °
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27 DEFERRED INCOME TAX — GROUP

138

(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 2014, the Group has unrecognised tax losses to
be carried forward against future taxable income amounted
to HK$71,219,000 (2013: HK$59,485,000). These tax
losses will expire from 2028 to 2034. 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 2014, 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$46,902,000 (2013:
HK$34,938,000), as the Group is able to control the timing of the
reversal of the temporary differences and it is probable that the

temporary differences will not reverse in the foreseeable future.
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28 CASH GENERATED FROM OPERATIONS 28 REMBHES
(a) Reconciliation of profit before income tax to (a) PBRETBFHANGHELEMEES
cash generated from operations MY ¥ BR

Year ended 31 December

BEt+t-A=+—BLFE

2014 2013
—E-mF —T—=F
HK$'000 HK$'000
FExT FET
Profit before income tax B PS5 A& A 463,194 266,190
Adjustment for: N
Interest income (note 5) A EUW A (B5E5) (23,198) (14,805)
Fair value gains on financial assets at & AF(EE R EE ST A
fair value through profit or loss A ERNERMEER
(note 6) AN EWE (HEE6) = (303)
Depreciation of property, plant and Y - WEREEBITE
equipment (note 8) (fF7E8) 3,995 3,724
Amortisation of leasehold land (note 8) & + bk 45 (Fi3F8) 6 6
Loss on disposal of property, HEME - BE RRERNEE
plant and equipment 37 -
Share-based payments (note 10) VARRAD B ELhE sz 5 (FI7E10) 28,607 13,700
Provision of trade receivables JRE M B s s (B 5 20)
(note 20) 632 -
Provision for obsolete inventories PREFEREPIE19)
(note 19) 18,687 10,955
491,960 279,467
Changes in working capital: BEEREE)
Increase in trade and bills receivables, — JEUWBRF M EUSEIE « B4 N
deposits and other receivables Hth pE U ZRIB I8 hn (284,891) (73,493)
Increase in inventories FEEmN (39,779) (222,874)
Decrease in restricted cash XRFIR 2R 114 19
Increase in trade payables, other FEAEERR - HMEMER K
payables and accruals JEETSRIEE AN 4,988 350,438
Cash generated from operations KRS 172,392 333,557
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28 CASH GENERATED FROM OPERATIONS

(continued)

(b)

In the consolidated cash flow statement, proceeds
from sale of property, plant and equipment
comprise:

28

(b)

BEMBMNRES @

SERERERTD  HEWE
BB R REH S RIRRSE

Year ended 31 December
BE+ZA=1+—HILLFE

2014 2013

—F-mF —T=F

HK$’000 HK$'000

FHET FET

Net book amount EREDFE 37 -
Loss on disposal of property,

plant and equipment LEME - BEREENEER (37) -

Proceeds from sale of property,

plant and equipment FRGFIA

HEWE - BB KRB

29 CONTINGENT LIABILITIES
As at 31 December 2013 and 2014, the Group and the Company
had no contingent liabilities.

30 COMMITMENTS

140

(a)

Capital commitments

On 9 December 2014, Pax Technology Limited, a wholly
owned subsidiary of the Company entered into an
agreement with the shareholders of & <&z BRI AR
2 7] (Nanchang Kashuo Information Technology Company
Limited) (“Nanchang Kashuo”) to effectively acquire a 51%
equity interest in Nanchang Kashuo for a cash consideration
of RMB30,600,000. As a result, control of the operations
of Nanchang Kashuo will be transferred to the Group and
Nanchang Kashuo will become a subsidiary of the Group
from the completion date onwards. As at the date of this
report, the proposed acquisition is yet to complete.
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30 COMMITMENTS (continued) 30 AiE)
(b) Operating lease commitments (b) =EEHEAR
As at 31 December 2014, the Group had future aggregate RZZE—NFE+—A=+—H ' XK
minimum lease payments under non-cancellable operating SEREETHAEMER T
leases in respect of certain office premises as follows: HEEHERANRRFKEESR
SREBEELAT
As at 31 December
R+=—A=+—A
2014 2013
—E-mF —T—=F
HK$'000 HK$'000
FTET FHET
Not later than one year BB —F 6,415 8,974
Later than one year and
not later than five years BA—FETBRARE 2,116 2,620
8,531 11,594
31 RELATED PARTY TRANSACTIONS 31 EBARS
Parties are considered to be related if one party has, directly i —& AT B B s BB B E A
or indirectly, the ability to control the other party or exercise T SRAEE A AR BARS S A OR R I
significant influence over the other party in making financial and HighEBARZE  AIZALHRBREZSE
operating decisions. H A TeRAEETT -
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31 RELATED PARTY TRANSACTIONS (continued)
Transactions with related parties

Except for disclosed below, the Group has no significant
transactions with related parties during the year. All the
related party transactions disclosed below were also

142

(a)

either connected transactions or continuing connected
transactions as defined in Chapter 14A of the Listing Rules.

31

BB E RS )

(a) EEBIBES MRS
BTRXFREEN  REBRAF
BN EEAEARS o B
BETXRENEHR LS A LD
BBIEUAS R THER 5
BEERS -

Year ended 31 December

BE+-A=+-ALFE

2014 2013
—=—mEF —E—=F
HK$'000 HK$'000
FE T FAT
Sales of electronic payment products mEkEEH (P BRR AR
to subsidiaries of Hi Sun Technology (=B ) BB ARIHEE
(China) Limited (“Hi Sun”)* (note (i) B ER M) 55,025 178,263
Licence fees to a subsidiary of Hi Sun BTl EPNGIEEE)
(note (ii)) FrarrE B (BT EEGI)) 5,078 1,164
Rental fees paid to a subsidiary of BESICEl NS Rk
Hi Sun (note (iii) and (v)) (B EEGi) Kz (v)) 1,401 1,042
Purchase of raw materials from a EEEHMH B A RES R
subsidiary of Hi Sun (notes (iv)) (P 7EGv)) 38,794 26,702
* The Company is an associated company of Hi Sun whose shares * KARRBBHBE AR - EROHR

note (i):

note (ii):

note (jii):

note (iv):

note (v):

are listed on the Main Board of the Stock Exchange.

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

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

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

Purchase of raw materials from a subsidiary Hi Sun was conducted
pursuant to terms and conditions set out in the framework
agreement entered into by the Company and the relevant party on
31 December 2013. The term of such agreement commenced from
1 January 2014.

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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31

RELATED PARTY TRANSACTIONS (continued) 31 BBARSZ @)

(b)

(c)

Balances with related parties

The balances with the subsidiaries of Hi Sun are unsecured,

(b) ERERMET HVAEER
ZEEBHENNBRRNGEHRRE

interest free and with terms no less favourable to the Group T R EHEBERTERAER
than those from independent third parties. BN E = HFIRIALE ©

As at 31 December

R+t=A=t+—H
2014 2013
=F-mE —T=F
HK$'000 HK$'000
FHET THETT

Amounts due from a subsidiary of

Hi Sun &M = 5 B BT B8 2 B B IR - 69,964
Amount due to a subsidiary of Hi Sun & =5 EIFTE A Rl FIE 12,075 3,451

Key management compensation

Details of key management compensation during the year

have been disclosed in note 10.

(0 FEEEEMS
FTEEBRERAFENESHOFBR
FRFIEE10 ©
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A summary of the published consolidated results and of the #HFEKEZTEREMIRERBAEHDEN
consolidated assets and liabilities of the Group for the last five AEEBEREMBFEED QAMEGRAEEE LGS
financial years, as extracted from the audited financial statements and EEEEBEHFZSHNT

reclassified as appropriate, is set as below:

2014 2013 2012 2011 2010
—EB-mFE —T—= —E-F E2——%F CZ-ZF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTHET F&T FHET FET FHET
Results E
Revenue WA 2,373,272 1,472,488 1,313,330 1,103,180 723,610
Gross profit Sl 864,866 541,129 464,187 391,702 291,870
Operating profit P 463,194 266,190 223,256 207,463 172,508
Profit for the year attributable 72 FIEZFHE A
to the equity shareholders (G 4E A3 F)
of the Company 391,806 226,540 182,959 181,795 145,423
Financial position BFEAR R
Assets and liabilities BERBRE
Total assets B E 3,334,313 2,832,808 2,193,760 2,006,038 1,505,360
Total liabilities waE 786,133 745,686 382,926 404,884 218,249
Capital and reserves RS R fek
Total equity pr ey b 2,548,180 2,087,122 1,810,834 1,601,154 1,287,111
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