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Management Discussion and Analysis
SIR[E 2 51mEd i

FINANCIAL HIGHLIGHTS MBRHE
The key financial figures for the six months ended 30 June 2017 are HBZE-_ZT—+tFXA=+tHLEXNEANEEE
extracted as follows: BE BT -

For the six months ended 30 June
BEANA=1tHIEAEA

2017 2016
—E—+tF —E—REF +/(-)
RESULTS (in HK$"000) @\ (T#ET)
Revenue A 1,605,699 1,332,715 +20.5%
Gross profit E A 669,792 581,558 +15.2%
EBITDA EBITDA 305,729 358,369 -14.7%
Profit attributable to the owners of ZN/NCIESY DN Xl
the Company i ) 264,942 310,569 -14.7%
Research and development expenses  fiff 2 i 52
(included in administrative expenses) (B FEETHERA) 119,290 62,105 +92.1%
PER SHARE (in HK$) R (Ex)
Earnings per share for profit attributable N2 &35 8 A FE(RE T 2
to the owners of the Company BREN
— Basic e 0.238 0.279 -14.7%
— Diluted —#58 0.237 0.276 -14.1%
Interim dividend per ordinary share T BERF RS 0.040 0.040
FINANCIAL RATIOS B tE =&
Gross profit margin ESVIES 41.7% 43.6%
EBITDA margin EBITDAFI B & 19.0% 26.9%
Operating profit margin B T & 18.2% 26.6%
Net profit margin F R & 15.8% 23.3%
As at As at
30 June 31 December
2017 2016
R=ZB—tF RIZ—RF
NA=+H +tZH=1+—H +/(-)
KEY BALANCE SHEET ITEMS FEEEREBERER
(in HK$’000) (F%&x)
Total current assets BN E EBT 4,351,378 4,220,419 +3.1%
Total assets BEER 4,700,344 4,433,063 +6.0%
Net current assets REEEFE 3,457,835 3,295,002 +4.9%
Total equity 1B 3,797,784 3,501,283 +8.5%
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Management Discussion and Analysis

SRR 2 s75mE 7

Revenue

Turnover increased by 20.5% or HK$273.0 million to HK$1,605.7
million for the six months ended 30 June 2017 from HK$1,332.7
million for the six months ended 30 June 2016. Turnover from overseas
markets increased by HK$348.7 million to HK$1,087.0 million,
representing a strong growth of 47.2%. Turnover from the People’s
Republic of China (the “PRC") excluding Hong Kong, Macau and
Taiwan (”"China Market"”) decreased by 12.7% or HK$75.7 million to
HK$518.7 million.

Sales by Geographical Region

For the six months ended 30 June

32.3% 16.4% 44.6%

2017 2016

35.5%

WA
BEHERBEZE—T—AFAA=THLEAEAN
1,332.7E BB TIEIN20.5%5273.08 &FLE
B2 -Z—+FA=1THI/XMEAM1,605.7
BEBILOBIITIGEEBIEMIM8TEE ST
£1,087.0E6 8B L @SB RA7 2% - REFE
AREMBE ([FRA]) (TEEES BRMEE
&) ([HEmE]) e ERE N F12.7%k75.78
BABTTE5187TEEB T

BiED BHHER

BEAA=tHIEAEA

LACIS

24.5%
@® EMEA
® APAC

® USCA

17.3% China Market
Bl IS

For the six months ended 30 June
BEAA=1THLAEA

2017 2016
—E—+tF ZE-RF
HK$’000 HK$'000
FE T FET +/(-)
Overseas markets BINTIE
— Latin America and the Commonwealth —Hz T 2 i1 A0 Y5 B 5% B =1
of Independent States (“LACIS") (TLACIS 1) 569,653 230,787 +146.8%
— Europe, Middle East and Africa — UM~ B K FEIMN
("EMEA") (TEMEA ]) 263,464 326,243 -19.2%
— United States of America and Canada —E 12 X [&
Region ("USCA") (fuscal) 149,368 96,090 +55.4%
— Asia Pacific Region (except for — D KRE (BrEIREESN)
Mainland China) (“APAC") (TAPAC ) 104,485 85,199 +22.6%
1,086,970 738,319 +47.2%
China Market FE T 5 518,729 594,396 -12.7%
Total k] 1,605,699 1,332,715 +20.5%
* Overseas markets and China Market turnover classification is according to locality of * BN R BTG EEBEARERERLE D -
customers.
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Management Discussion
SIR[E 2 51mEd i

Turnover generated from overseas markets increased by 47.2% to
HK$1,087.0 million for the six months ended 30 June 2017 from
HK$738.3 million for the six months ended 30 June 2016. Most
overseas business units recorded notable growth especially in the LACIS
and USCA. Overseas markets turnover contributed to 67.7% of total
revenue compared with 55.4% for the six months ended June 2016. As
at 30 June 2017, we had in aggregate over 90 overseas distributors and
partners worldwide.

Turnover generated from the China Market decreased by 12.7%
to HK$518.7 million for the six months ended 30 June 2017, from
HK$594.4 million for the six months ended 30 June 2016. China
Market turnover contributed to 32.3% of total revenue compared
with 44.6% for the six months ended 30 June 2016. The decrease was
mainly due to the influence of the newly implemented interchange rate
payment policy and the continuously keen market competition.

6 PAX GLOBAL TECHNOLOGY LIMITED INTERIM REPORT 2017
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Management Discussion and Analysis

SRR 2 s75mE 7

Sales by Product Category RERDENHEER
For the six months ended 30 June BEAA=1+HLAKEA
2% 2%

B RIHEENLR
(BFTR®])

Services

B

Others

Hith

@ Electronic funds transfer point-of-sale terminals
("E-payment Terminals”)

For the six months ended 30 June

HEAA=1TRHIELAEA

2017 2016

—ZE—+tF ZE-RF

HK$'000 HK$'000
FTHET FHET +(-)
E-payment Terminals B R 1,467,938 1,272,538 +15.4%

Services: PR 7 -

Payment Solutions Services SRR =R 76,477 20,216 +278.3%
Maintenance Services HEERRTS 24,592 15,513 +58.5%
Others* Hitn> 36,692 24,448 +50.1%
Total L] 1,605,699 1,332,715 +20.5%
* The relevant amount mainly represented accessory items sold to customers. Examples ~ * RS EEERAT S HENE Y - @A HIER
of such accessory items were download cable, telephone line, thermal paper, sticker BIETEHELR  Bamsr  KEK ALK RIEHHE

and barcode scanning gun, etc.

o
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Management Discussion
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E-payment Terminals products

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

Turnover from the sales of E-payment Terminals products increased by
16.0% to HK$1,504.6 million for the six months ended 30 June 2017
from HK$1,297.0 million for the six months ended 30 June 2016. The
increase is mainly due to the increase in sales in the overseas markets
during the period.

Services

i) Payment Solutions Services
Turnover from the provision of payment solutions services
increased by 278.3% to HK$76.5 million for the six months
ended 30 June 2017 as compared to HK$20.2 million for the six
months ended 30 June 2016. Payment solutions services income
was mainly generated from the provision of value-added solutions
services in the China Market.

ii) Maintenance Services
Turnover from the provision of maintenance services increased
by 58.5% to HK$24.6 million for the six months ended 30 June
2017 as compared to HK$15.5 million for the six months ended
30 June 2016. Maintenance services income was generated in
Hong Kong and Italy.

Gross Profit Margin

Gross profit margin for the six months ended 30 June 2017 was
41.7%, representing a slight decrease in 190 basis points compared to
43.6% for the six months ended 30 June 2016. This was mainly due to
the keen competition in the China Market and the incentive given to
long-term customers in overseas markets.

Other Income

Other income, comprising primarily value-added tax refund and interest
income, decreased by 14.6% to HK$27.3 million for the six months
ended 30 June 2017 from HK$31.9 million for the six months ended
30 June 2016. The decrease was mainly due to the decrease of value-
added tax refund.
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Management Discussion
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Selling Expenses

Selling expenses increased by 55.1% to HK$195.1 million for the six
months ended 30 June 2017, from HK$125.8 million for the six months
ended 30 June 2016. The increase was mainly due to the increase of
sales and after-sales service staff headcounts.

Administrative Expenses

Administrative expenses increased by 57.9% to HK$209.9 million for
the six months ended 30 June 2017 from HK$132.9 million for the six
months ended 30 June 2016. The increase was mainly due to expansion
of research and development (“R&D") centres and teams and additional
headcounts.

Profit Attributable to the Owners of the Company and Net
Profit Margin

As a result of the foregoing, the profit attributable to the owners of the
Company decreased by 14.7% to HK$264.9 million for the six months
ended 30 June 2017 from HK$310.6 million for the six months ended
30 June 2016. The net profit margin decreased to 15.8% for the six
months ended 30 June 2017 from 23.3% for the six months ended 30
June 2016.

OVERVIEW

The Group is an innovative global E-payment Terminals solutions
provider, engaging in the development and sales of E-payment
Terminals products and the provision of relevant services (collectively,
the "E-payment Terminals solutions business”). Owing to its
outstanding services and leading position, PAX Global Technology
Limited (“PAX" or the “Company”) and together with its subsidiaries
(the “Group”) is one of the fastest growing suppliers in the payment
industry which possesses the most advanced production facilities,
excellent R&D capabilities as well as sales networks and cooperation
channels worldwide. Today, the Group has a huge customer base and
works with over 90 distributors or partners from all over the world.
The Company sells products to over 100 countries and regions and has
established a strong global presence.

and Analysis
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Management Discussion and Analysis
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MARKET ANALYSIS AND INDUSTRY TRENDS

i)

10

Overseas Markets

Overseas market demand for PAX E-payment Terminals is
expected to grow consistently in coming years, as driven by four
key factors: (i) increasing global trend of cashless and contactless
transactions, (ii) new demand for payment terminals with built-
in cameras and scanners catering for QR code technology, (iii) still
low penetration level of E-payment Terminals in many emerging
markets, and (iv) supportive government and industry policies.

. LACIS

With its dominant leading position in the Brazilian mobile
payment terminals (“mPOS"”) market, Pax recorded
substantial growth in LACIS, attributing to the gradual
expansion of customer scale and successful launch of
traditional payment terminals in Brazilian market in the
fourth quarter of 2016. According to the data from the
Central Bank of Brazil, the approximately 8.7% and 6.8%
year-on-year respective increase in volume and amount
of credit card transactions in Brazilian market in 2016,
and the quarter-on-quarter positive growth of Brazil's
gross domestic product in the first quarter of 2017 have
altogether provided positive driving force to the Brazilian
payment industry. While PAX maintains strong relationship
with major merchant acquirers in Brazil, other acquirers
have also started using PAX's products gradually. In terms
of products, in addition to its principal sales of mPOS, PAX
also continues to promote traditional payment terminals
to customers. Meanwhile, benefiting from the renowned
acceptance and reputation in Brazil, the Group's sales
and market share have continued to record growth in
other Latin America markets. Under the Central Bank
of Argentina’s promulgation of streamlined and secure
payment transactions with reduced use of cash, PAX
achieved an exciting sales increment in Argentina and we
expect to receive more and more sales orders in the second
half of 2017. In Russia, PAX's market recognition has
further enhanced through the deployment of model D200
payment terminals on all metro ticket machines in Moscow
in 2016. We are looking forward to achieving new sales
record in Russia this year.
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USCA

In the US market, PAX is in growth stage and keeps on
gaining more new customers and larger market share,
primarily driven by our diversified and high-quality products,
established team of experienced American staffs and PAX's
growing brand recognition over the years. Going with the
prevailing trend of Europay, Mastercard and Visa ("EMV")
migration and the further delay of EMV migration in
certain markets such as retail and petroleum stations, we
expect the demand of E-payment Terminals in the US will
remain strong over the next few years. PAX will introduce
a new family of payment terminals to target three market
segments: integrated multilane for large chain stores,
new generation cash registers for small to medium sized
merchants and unattended solutions for petroleum stations.

APAC

According to the data from the Reserve Bank of India,
the number of E-payment Terminals installed in the
Indian market recorded a growth of more than 50%
from December 2016 to June 2017, reflecting the
implementation of demonetization policies in second half
of 2016, such as banknote replacement and reduction of
electronic transaction charges which have brought positive
stimulation to the payment market. With a more than
one billion population, we expect the demand of mPOS
in the Indian market to grow substantially in the future. In
many other APAC markets, owing to our comprehensive
and high-quality product line and its adaptiveness to local
infrastructure environment, PAX will continue to be in a
leading position.

Management Discussion and Analysis
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i)

12

° EMEA

Following the acquisition of CSC ltalia S.r.l. (“CSC Italia”)
in early 2017, one of the largest local service providers for
installation and maintenance of E-payment Terminals and
other electronic equipment in Italy, PAX is positioned as a
key payment terminals solution supplier to acquiring banks
in Italy. In Eastern Europe, sales grew steadily, while new
product certifications have been in progress in certain major
European markets in mid-2017. Shipments slightly slowed
down in certain parts of the Middle East region in the first
half of the year. In the African region, PAX continues to
diversify its product line in order to strive for stable growth
and market share.

China Market

China Market remained volatile in the first half of the year for two
key reasons: the influence of the newly implemented interchange
rate payment policy in September 2016, and the continuously
keen market competition.

The increasingly competitive China payment market continues
to put pressure on our product price and gross margin. Through
R&D, the Group keeps on developing low-cost and high-quality
products in order to alleviate the margin compression. The new
payment policy of interchange rates has led to the emergence
of two main market trends towards the low-end mPOS or the
smart payment terminals. While the extent of influence of the
latter trend will be subject to market receptiveness and yet to
be determined, the driving force of the low-end mPOS during
the period has been evident which has stimulated the demand
of PAX's high-quality and low-cost mPOS products, thus partially
offset the impact on revenue affected by product mix shifting.

PAX GLOBAL TECHNOLOGY LIMITED INTERIM REPORT 2017
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Payment technology in China has developed rapidly over the
past few years. QR code payment, being one of the payment
trends, has opened up more opportunites for the payment
terminals industry. This year, PAX has introduced QR55, a new
payment terminal type focusing on near field communications
(NFC) and QR code payments, targeting to take advantage of
the micro and small merchants’ demand for secure and low-
cost payment terminals. Notwithstanding the aforesaid newly
generated demand, some merchants choosing to use solely QR
code technology for transaction processing will nonetheless
impact on the demand of traditional payment terminals, as well as
stimulating the transition of the terminals market.

In terms of service income, Shanghai Kashuo Information
Technology Company Limited, a subsidiary of the Company, is
currently in the business development and investment phase, and
we consider factors such as the rapid technological changes and
unexpected market responses in China may pose challenges to
the growth potential of the recently launched business initiatives.

According to market research, the penetration rate of cashless
payment is still less than 50%. Additionally, the penetration
rate of credit card in the China Market (a per capita credit card
possession of 0.34 card in 2016) remains remarkably low when
compared with more mature markets, such as the U.S. (a per
capita credit card possession of 1.65 cards in 2016). Relevant
payment industry data reveals a continuous growth of the
number of installed terminals, and the number of bank cards in
China will increase from 6 billion in 2016 to 9 billion in 2020
according to market forecast. In the future, we believe that there
will be lots of room for growth of different forms of cashless
payments in China. In recent years, the Chinese government has
stepped up its efforts to implement new payment policies and
initiatives, leading to a more standardized payment market in the
long run. Owing to persistent growth of China’s gross domestic
product, huge population, and its world-class leading payment
technology, the growth opportunities in China’s payment industry
are innumerous.
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MANAGEMENT STRATEGIES

PAX is committed to continuing to invest in R&D so as to launch
new products and maintain a solutions roadmap that meets market
expectations in order to maintain a strong competitive edge.

In the second half of 2017, we will introduce a new generation of
payment terminals integrated with electronic cash register (E-series) to
address the needs of customers for one-stop payment platform. PAX
will form a dedicated product development team catering for the China
Market. In the second quarter of 2017, PAX has launched two new
services, PAXPAY and PAXSTORE, to enhance our customers’ stickiness
and diversify the Group's service income:

° PAXPAY: An all-round payment gateway system supporting access
between new mobile payment forms and multiple acquiring
channels.

o PAXSTORE: A software-as-a-service platform providing application
management, terminals management, and value-added solution
to customers.

In terms of service, while continuing to explore possibilities of
cooperation with our business partners, we will also carefully monitor
the market response and consummate more effective management and
optimization of service investment in the future. In overseas markets,
the Group will invest more resources in increasing sales channels and
distributors, to enhance our market share in the overseas regions.

Mergers & Acquisitions Activities and Latest Developments
PAX maintains a proactive stance towards mergers and acquisitions
opportunities to move the Group further towards the provision of an
array of diversified payment related services, for both hardware and
software.

As of the date of this report, the Group completed one minority stake
investment and one acquisition in 2017 as follows:

o The Group subscribed for a 20% equity stake in a Swedish
company Onslip AB (“Onslip”), for a consideration of EUR2.1
million in April 2017. Onslip is principally engaged in developing
and marketing a software-as-a-service platform for offering and
managing payment and other value-added applications and
deploying point-of-sale solutions to merchants globally. This
investment has been recognized as available-for-sale financial
asset in the unaudited interim condensed consolidated financial
information.
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o The Group acquired and subscribed for an aggregate of 60%
equity stake in an Italian company CSC ltalia, for an aggregate
consideration of EUR3.0 million in April 2017. CSC ltalia is one
of the Italy’s leading installation and service support companies
for E-payment Terminals, personal computers, cash handling
equipment and automatic teller machines.

As of the date of this report, the Group, through its subsidiaries,
entered one share purchase agreement and one minority stake
investment agreement in 2017 as follows:

o A subsidiary of the Group entered into a share purchase
agreement with Kwang Woo Information & Communication Co.,
Ltd. (“Kwang Woo") and its existing shareholders to conditionally
acquire up to 80% equity stake of Kwang Woo, for an aggregate
consideration of up to US$6.4 million in up to four tranches in
July 2017. Kwang Woo is principally engaged in the business of
development, manufacturing and sales of E-payment Terminals in
the Korean market.

o A subsidiary of the Group entered into an investment agreement
with Shanghai Coshine Software Co., Ltd. (“Shanghai Coshine”)
to conditionally acquire and subscribe for an aggregate of 20% of
equity stake of Shanghai Coshine in July 2017, for an aggregate
consideration of RMB17.0 million. Shanghai Coshine is an
advanced system and services provider in payment infrastructure,
electronic business software solution and outsourcing operation.

As of the date of this report, the Group, through its subsidiary, entered
into an acquisition of land use rights agreement in 2017 as follows:

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

and Analysis
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Liquidity and Financial Resources

As at 30 June 2017, the Group had cash at bank and on hand and
short-term bank deposit of HK$1,774.5 million (31 December 2016:
HK$2,207.2 million). As at 30 June 2017, the Group reported net
current assets of HK$3,457.8 million, as compared with HK$3,295.0
million as at 31 December 2016. For the six months ended 30 June
2017, net cash used in operating activities was HK$325.7 million, as
compared to HK$117.3 million for the six months ended 30 June 2016.

Capital Structure and Details of Charges
As at 30 June 2017, the Group did not have any borrowings or charge
on the Group's assets and the gearing ratio is not applicable (2016: Nil).

Approximately HK$762.8 million, HK$756.8 million, HK$232.7 million,
HK$22.1 million and HK$0.1 million (31 December 2016: HK$1,356.5
million, HK$721.5 million, HK$103.3 million, HK$25.3 million and
HK$0.6 million) of the Group’s cash balances were denominated in
Renminbi (“RMB"”), Hong Kong dollar (“HK$"), US dollar (“US$"),
European dollar (“EUR") and other currency respectively as at 30 June
2017.

Significant Investment
Save as disclosed in this interim report, the Group had no significant
investment held as at 30 June 2017 (2016: Nil).

Material Acquisition and Disposal of Subsidiaries

Save as disclosed in this interim report, the Group did not have any
material acquisition or disposal of subsidiaries during the six months
ended 30 June 2017 (2016: Nil).

Use of Proceeds
The net proceeds raised from the global offering received by the
Company was approximately HK$805.9 million.
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As at 30 June 2017, the planned and utilised amount of usage of total
net proceeds are as follows:

and Analysis

REZ—tHFRA=+TR  @MEFIRFENG
HAERkEYHAEENT:

Net Proceeds

FBRIEFE
Planned Utilised
amount amount
ESE EEBALE
HK$ million HK$ million
BEET BEET
Enhancing R&D effort AR E R A 322.4 322.4
Expanding distribution network R 7 A AR 120.8 120.8
Potential mergers and acquisitions BIEOHEE 282.1 124.8
General working capital —REEES 80.6 80.6
805.9 648.6

The remaining net proceeds have been placed on deposits with banks in
Hong Kong.

Future Plans for Significant Investment or Capital Assets
Save as disclosed in this interim report, there was no specific plan for
material investments or capital assets as at 30 June 2017 (2016: Nil).

Exchange Rates Exposure

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

The management considers 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.
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Contingent Liabilities
The Group had no significant contingent liabilities as at 30 June 2017
(2016: Nil).

Human Resources and Remuneration Policies

The total number of employees of the Group as at 30 June 2017 was
1,917. The following table shows a breakdown of employees of the
Group by function as at 30 June 2017:

and Analysis

FREE
AEBR-_ZT—tEFANA=ZTRELEEFREKR
SARBBE(ZZ—RE|E) -

ADERRFHMBUR
RZE—tFRA=1+H REBEHKER917
ZREE - TERIIN =T —EtFA=TAHRE
Baeglo S EEBEE

Management EIRE 14
Sales and after-sales services and marketing HEREERRBIARTSHRE 639
R&D IS 982
Quality assurance i 42
Administration and human resources TBREANER 75
Accounting g5 58
Production, procurement and inventory control AE REBREEES 57

1,917

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 this interim report. 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’s current financial performance. Additionally as 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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INTERIM DIVIDEND

The Board of Directors of the Company (the “Board”) has resolved
to declare an interim dividend of HK$0.04 per ordinary share for the
six months ended 30 June 2017 (six months ended 30 June 2016:
HK$0.04 per ordinary share) payable on 11 September 2017 (Monday)
to Shareholders whose names appear on the register of members of the
Company (the “Register of Members”) at the close of business on 28
August 2017 (Monday).

CLOSURE OF REGISTER OF MEMBERS

For determining the Shareholders’ entitlement to interim dividend, the
Register of Members will be closed from 24 August 2017 (Thursday) to
28 August 2017 (Monday), both days inclusive, during which period no
transfer of shares will be registered. In order to qualify for the interim
dividend, all transfer documents accompanied by the relevant share
certificates must be lodged with the Company’s branch share registrar
and transfer office in Hong Kong, Tricor Investor Services Limited at
Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong not
later than 4:30 p.m. on 23 August 2017 (Wednesday).

SHARE OPTION SCHEME

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

As at 30 June 2017, the entire number of share options have been
granted to the eligible participants of the Scheme and no further shares
is available for issue in respect of which options may be granted under
the Scheme.

Eligible participants of the Scheme would be any person or an entity
belonging to any of Directors (including executive Directors, non-
executive Directors and independent non-executive Directors) and
employees of the Group and any advisers, consultants, distributors,
contractors, suppliers, agents, customers, business partners, joint
venture business partners, promoters or service providers of any
member of the Group who, the Board considers, in its sole discretion,
have contributed or will contribute to the Group.
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SHARE OPTION SCHEME (continued)

The purpose of the Scheme is to reward the relevant participants who
have contributed to the Group and to give incentives thereto working
towards enhancing the value of the Group for the benefit of the Group
and the Shareholders as a whole.

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

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

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

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

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

(3)  the nominal value of the Shares.

During the six months ended 30 June 2017, no share option was
granted and a total of 5,320,000 share options, which were part
of the share options granted to the employees on 28 May 2014,
were exercised, and the weighted average closing price of the shares
immediately before the dates on which the share options were exercised
was HK$4.90 per share. In addition, a total of 6,000,000 share options,
which were part of the share options granted to the employees on 22
June 2012, have lapsed during the period. The particulars of the share
options under the Scheme are as follows:
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SHARE OPTION SCHEME (continued) BRESTE (e

Movements in the share options of the Company ARRNBRESD

Number of Number of
outstanding outstanding
share options share options
held as at held as at

1 January 30 June
2017 2017
R=B-t#& R=B-t#&
-A-H Granted Exercised lapsed  Cancelled ~A=TH
fi#2  duringthe  duringthe  duringthe  during the figz

Name Date of grant Exercise price EAR{THE period period period period AT

.23 ped=p ?Tfsﬂf BREHE HRRE il HRXN MRae BREZE

(HK$)
(B7)

Directors

Nie Guoming 22 June 2012* 1.230 - - - - - -

6 “E-ZERAZTCR

LuJie 22 June 2012* 1.230 - - - - - -

EA “E-CERACTCAY

Li Wenjin 22 June 2012* 1.230 - - - - - -

EXE ZE-ZFRAZTZA*

Total for Directors - - - - - -

e

Employees

E&8

(In aggregate) 22 June 2012* 1.230 6,000,000 - - (6,000,000) - -

(&3t ZE-CHERAZTIE

(In aggregate) 28 May 2014* 4.860 12,274,000 - (5,320,000) - - 6,954,000

(&3 ZE-MERAZTNE

Total for Employees 18,274,000 - (5320000 (6,000,000 - 6,954,000

BB

Consultants

s

(In aggregate) 28 May 2014* 4860 1,580,000 - - - - 1,580,000

(@t) ZE-MERAZTNA

Total for Consultants 1,580,000 - - - - 1,580,000

Elakan

Togjl 19,854,000 - (5,320,000)  (6,000,000) - 8,534,000

@

* The share options will be vested to the grantees, among which 30% of the share ~ * ERERBARA  BEF30%ERENT L ASHE
options would be vested on the date of grant, a further 30% of the share options & ZN30%BREBVREEHBP-—BFEREE &
be vested on the first anniversary of the date of grant and the remaining 40% of BRA0%FEIRERS N B B F 58 - ZFHER
the share options will be vested on the second anniversary of the date of grant. The ERAERSAEARE AR RS-

validity period of these share options shall be 5 years from the date of grant.
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS EERTHARKES - HERAG R
AND SHORT POSITIONS IN THE SHARES, BEZEERARR

UNDERLYING SHARES AND DEBENTURES

As at 30 June 2017, the interests and short positions of each director of RZZT—tFA=+H FARFEE([F
the Company (the “Director”) and chief executive of the Company in  F ) RITBAHN AR R KA BB EZE (&
the Company'’s shares (the “Shares”), underlying shares and debentures B R EEED ([ 5 RIS A ) EXVER
of the Company and its associated corporations (within the meaning of ~ HIAR R &I ([ARH 1) - N2 BMEEE KRG RE
Part XV of the Securities and Futures Ordinance (“SFO")), as recorded 5% ' A B L ALNR RIRIEE 5 MBS 15615
in the register maintained by the Company under Section 352 of the 352M&F & 2 EacfsiiRiE Em T AEEET
SFO or as otherwise notified to the Company and the Stock Exchange  #EH R 5 21ZE<FR] ([REFA D EHEAR
pursuant to the Model Code for Securities Transactions by Directors of Al B Prz #Em FOABIATN -

Listed Issuers (the “Model Code”) are as follows:

Ordinary shares of HK$0.10 each in the Company AATEREEI0GETZEER

Number of shares/
underlying shares
held in the Company

REQRFEN
Bt HERGEE
Approximate
percentage of
Interest in Share Total shareholding*

Name of Director Capacity shares options interests" REz
BEEMA BB g0 B% 15 R &= IR A ERBE HHEIH
Nie Guoming (Chairman) Beneficial owner 4,200,000 - 4,200,000(L) 0.38%
BB (EE) EmEAA
Lu Jie (Chief Executive Officer) Beneficial owner 8,870,000 - 8,870,000(L) 0.80%
BEAR(77BAEE) EmEAA
Li Wenjin Beneficial owner 2,890,000 - 2,890,000(L) 0.26%
ENE EmEAA
Notes: Kiat -
(i) The letter “L" denotes a long position in the Shares. (i) [LIRTEHZHE-

* The percentage is calculated based on the total number of issued shares of the — * BALDIRBEARTR -_E—+FRA=ZTHENE
Company as at 30 June 2017 which was 1,113,194,000 ordinary Shares. TR 2 20 (B11,113,194,0000% & @A) 515 -
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SUBSTANTIAL SHAREHOLDERS' INTERESTS

AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES

As at 30 June 2017, the interests and short positions of substantial
shareholders (not being a Director or the Chief Executive) in the shares,
underlying shares and debentures of the Company and its associated
corporations as recorded in the register maintained by the Company

under Section 336 of the SFO are as follows:

ETERRRBRO K AEERD 2 sk
R

BRARRNARIREZR AR RAEKDIE3364GFENZ
HMABER RZE—tEXA=Z+R - TER
R (MIFZFRATEAE) RAA 7 R EH AR
B 17 - AERERR 1 R (B R T B0 s ROk
B

Total number

Approximate
percentage of
shareholding

of Shares (Note 2)
(Note 1) R
Name of shareholder Capacity Class of securities IR 42 48 2 Aok
RERERE g1 ook bl (Kiaz1) (Kia22)
Hi Sun Technology (China) Limited  Beneficial owner Ordinary 364,000,000 (L) 32.70%
AR (R E) BRAT HisEA £l
Baillie Gifford & Co Investment manager/ Ordinary 89,588,000 (L) 8.05%
(Note 3) (H17£3) Interest of controlled L E A
corporation
BB Pl
NGIEOE &
FMR LLC Interest of controlled Ordinary 73,254,581 (L) 6.58%
(Note 4) (B1i+4) corporation TmAR
BT 422 1) /2 B) B 48 245
Fidelity Investment Trust Beneficial owner Ordinary 57,745,181 (L) 5.19%
His e A B
FIL Limited Interest of controlled Ordinary 56,365,050 (L) 5.06%
(Note 5) ( H15£5) corporation SRl
P42 I 2 B) B 18 2
Notes: Hiat -

The letter “L” denotes a long position in the Shares.

The percentage is calculated based on the total number of issued shares of the
Company as at 30 June 2017 which was 1,113,194,000 ordinary Shares.

78,118,000 Shares (approximately 7.02% of shareholding) were held in the capacity
of interest of controlled corporation (through various 100% controlled corporations)
and 11,470,000 Shares (approximately 1.03% of shareholding) were held in the

FMR LLC, through its various 100% controlled corporations and a 64% controlled
corporation (483A Bay Street Holdings LP), is interested in an aggregate of
73,254,581 Shares and unlisted derivative interests of 2,187,988 Shares to be

2.
3.
capacity of investment manager.
4.
physically settled.
5.

FIL Limited, through its various 100% controlled corporations, a 41% controlled
corporation (FIL Asset Management (Korea) Limited), a 59% controlled corporation
(FIL Asset Management (Korea) Limited) and a 36% controlled corporation (483A
Bay Street Holdings LP), is interested in an aggregate of 56,365,050 Shares.

1. FEILRFTABROEEFRE -

2. BOoIIREARGIR_E—+FA=1THE
BTN 4828 (BN1,113,194,0000% % @ A% ) 51 -

3. 78,118,0000% B 15 (497.02% M5 #E) Ty (iE B % [
100%Z A E) AZREEERN S HEF T
11,470,0000% B 15 (491.03% M%) BIl A 5 & 4< 38
WEHEE-

4. FMR LLCEBEE T100%1E 5] 2 A5 K& —H64%
24l 2 2 B(483A Bay Street Holdings LP)A & #t
73,254,581 % i% 19 R % B R 2 2 742,187,988/ &
MWD PR FE E AT MR

5. FIL Limited® 38 H & T100%# &l 2 A &
—M41%4Z§| 2 A AI(FIL Asset Management
(Korea) Limited) —f59%3% % 2 A BI(FIL Asset
Management (Korea) Limited) % —36%1% §1 2 A
7)(483A Bay Street Holdings LP)i* 4 ££56,365,050
& 1) 7 M o
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Additional Information
Hith &

PURCHASE, SALE OR REDEMPTION OF SHARES
Neither the Company nor any of its subsidiaries had purchased, sold or
redeemed any of the Company's shares during the six months ended 30
June 2017.

DIRECTORS' SECURITIES TRANSACTIONS

The Group has adopted a code regulating the securities transaction of
Directors and executive officers named in the Company’s Annual Report
(the "Executive Officers”), on terms no less exacting than the required
standard set out in the Model Code as set out in Appendix 10 to the
Listing Rules.

Specific enquiry had been made to all Directors and Executive Officers
and they have confirmed that they have complied with the Model Code
throughout the six months ended 30 June 2017.

The Company has also established written guidelines regulating the
transactions of securities of the Company by senior management and
employees who are likely to be in possession of any inside information
of the Company.

CORPORATE GOVERNANCE PRACTICES

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

In formulating and implementing its corporate governance practices,
the Company has applied the Principles and complied with all applicable
Code Provisions for the six months ended 30 June 2017.

REVIEW OF INTERIM RESULTS BY AUDIT
COMMITTEE

The Audit Committee has reviewed with the management the
accounting principles as well as practices adopted by the Group and
discussed risk management and internal control as well as financial
reporting matters including the review of the unaudited interim
condensed consolidated financial information for the six months ended
30 June 2017 with the Directors.
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Additional Information
Hth & i

DIRECTORS' INTEREST IN COMPETING BUSINESS
As at 30 June 2017, none of the Directors engaged in any business that
competed or may compete with the business of the Group, or has any
other conflict of interests with the Group.

PENSION SCHEME

The subsidiaries operating in Hong Kong are required to participate in a
defined contribution retirement scheme of the Group or the Company
set up in accordance with the Hong Kong Mandatory Provident Fund
Schemes Ordinance. Under the scheme, the employees are required to
contribute 5% of their relevant income up to a maximum of HK$1,500
and they can choose to make additional contributions. The employer’s
monthly contributions are calculated at 5% of the employee’s relevant
income up to a maximum of HK$1,500. Upon their retirement at
the age of 65 years old, death, total incapacity, or fulfillment of the
employees are entitled to 100% of the accumulated contributions and
investment return or, such other conditions as prescribed under the
Hong Kong Mandatory Provident Fund Schemes Ordinance.

In addition, pursuant to the government regulations in the PRC, the
Group is required to contribute in favour of the employees in the PRC
an amount of 7% to 20% of their basic wages to certain retirement
benefit schemes. The local municipal government undertakes to assume
the retirement benefits obligations of those employees 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 at all times during the six months ended 30
June 2017 sufficient public float as prescribed by the Listing Rules.

EERHBRRBzER
BE-T—tFAA=TA BEEFLEAR
EAEBEBHFATHLHRFNES REA%
B EAE R SER-

RAKEEHE
REELEZHBRARAZEREBLARF]
RIBE BRI RTRESF BGPIKL 2 EREH
FORKEHE - ARIBRTE) - RE AR AR AS%IE
HAFR - EIRR1,500/8 7T MR & A& B E
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Interim Condensed Consolidated
Income Statement

i & O\
DEARSERER S
Unaudited
RBERZ
Six months ended 30 June
BEAA=+tHILAEA
2017 2016
—E—tF —E—RF
Notes HK$'000 HK$'000
B 5 FExT FTAT
Revenue W A 6 1,605,699 1,332,715
Cost of sales 55 A A 8 (935,907) (751,157)
Gross profit EX 669,792 581,558
Other income H A 6 27,253 31,922
Selling expenses HEMRY 8 (195,083) (125,759)
Administrative expenses THRER (209,885) (132,917)
Operating profit R R 292,077 354,804
Finance costs B 7% & A 9 (1,199) (7,369)
Profit before income tax B BT 15 % AR F 290,878 347,435
Income tax expense Frisfims~ 11 (37,110) (40,222)
Profit for the period HRE R 253,768 307,213
Profit attributable to: FEfR &R
Owners of the Company ZAN/NEIESF =N 264,942 310,569
Non-controlling interests FEFE RS (11,174) (3,356)
253,768 307,213
HKS$ per share  HK$ per share
BRET BT
Earnings per share for profit attributable 4 2 73585 A 15
to the owners of the Company: BN ZERER:
— Basic — &R 12(a) 0.238 0.279
— Diluted —Ee 12(b) 0.237 0.276

The notes on pages 33 to 72 form an integral part of this interim

condensed consolidated financial information.
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Interim Condensed Consolidated
Statement of Comprehensive Income

PHIRPAGRES T BRAER

Unaudited
RISER
Six months ended 30 June
BEABA=1tHIAEA

2017 2016
—E—tF ZE—RF
HK$'000 HK$'000
TERT FHET
Profit for the period iR 253,768 307,213
Other comprehensive income, net of tax ~ Ef2HEH U (HIRHIE)
Items that may be subsequently BB 7B Em B
reclassified to profit or loss
Change in value of available-for-sale At EemEE CBENE
financial asset 1,156 -
Exchange differences arising on translation = BisTNUN =N B B
of the financial statements of EECZEHZERE
foreign subsidiaries 56,429 (1,842)
Total comprehensive income for the period, ¥ 2 mE k4258 (fIBRFIE)
net of tax 311,353 305,371
Total comprehensive income for the period HANEEKELE
attributable to: FE(L -
Owners of the Company ZAN/NEIESZS DN 322,690 309,155
Non-controlling interests FEfE R (11,337) (3,784)
311,353 305,371

The notes on pages 33 to 72 form an integral part of this interim  $33%F728 2 Kz Tyt F BARG AR 4R & BT 15 & K
condensed consolidated financial information. ZHAPHS
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Interim Condensed Consolidated

Balance Sheet
PHIS RO EE8ER

Unaudited Audited
RIBER KEZ
30 June 31 December
2017 2016
—E—+tF ZE—RF
AAB=+H +ZA=1+—8H
Notes HK$000 HK$'000
B 5 FExT T
ASSETS BE
Non-current assets RBEE
Property, plant and equipment N 14 64,100 67,919
Land use rights s R 15 188 186
Prepayment for land use rights T Mo FARETE T 3R 15 83,333 -
Intangible assets mEAE 17 118,613 89,392
Deferred income tax assets RIEMEMEE 18,107 16,794
Available-for-sale financial asset At ESRERE 18,282 -
Other non-current assets EMmIEREEE 46,343 38,353
Total non-current assets IRBEELTE 348,966 212,644
Current assets REBEE
Inventories FE 728,849 596,539
Trade and bills receivables FEWEBR R R R R R 16 1,743,572 1,347,446
Deposits and other receivables ZE R E A FEIGRIE 92,492 68,919
Restricted cash EREIRS 11,916 310
Cash at bank and on hand RITAF LR 1,774,549 2,207,205
Total current assets REBEELARE 4,351,378 4,220,419
Total assets EEHE 4,700,344 4,433,063
EQUITY &
Equity attributable to the owners AARFEAEGER
of the Company
Share capital &N 19 111,319 110,787
Reserves s 20 3,658,233 3,354,748
3,769,552 3,465,535
Non-controlling interests FERER 28,232 35,748
Total equity fERBE 3,797,784 3,501,283

The notes on pages 33 to 72 form an integral part of this interim

condensed consolidated financial information.
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Interim Condensed Consolidated
Balance Sheet
o & O\ MR = ==
PHISRGOEEEER
Unaudited Audited
R ER KA
30 June 31 December
2017 2016
—E—+tF —E—RF
~NA=tH +ZA=+—H
Notes HK$'000 HK$'000
B 5 FET FET
LIABILITIES =R
Non-current liabilities ERBEE
Deferred income tax liabilities RIEMSHRAERE 9,017 6,363
Current liabilities REaE
Trade payables FETBR IR 18 704,928 662,485
Other payables and accruals H MR R ERTFIE 129,489 226,791
Taxation payable FES IR 59,126 36,141
Total current liabilities REBBEEEE 893,543 925,417
Total liabilites ~~~~~~~~~~ ®f®s® 202,560 __ __ 931,780
Total equity and liabilities ERREEEE 4,700,344 4,433,063
On behalf of the Board REXEES
NIE GUOMING LI WENJIN
= E B ENE
Director Director
BH 2

The notes on pages 33 to 72 form an integral part of this interim
condensed consolidated financial information.
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Interim Condensed Consolidated
Statement of Changes in Equity

PHARSBASR S

2B E%

Unaudited
KEBEM
Attributable to the owners of the Company
KRRRENEE
Reserves
1
Available-
Share  forsale Non-
Share Share  Capital  option revaluation Exchange Retained controlling Total
capital premium  reserve  reserve  reserve  reserve earnings Total interests  equity
qHiHE
BE ROEE S4ARE BRERE GERE HERE REEN A% FERkEs RREE
HKS'000  HKS'000 HKS'000 HKS'000 HKS$'000 HK$'000 HKS$'000 HKS$'000 HKS$'000  HK$'000
TEn THAx TAx TExn TFEx TEx TEx TEx TExr TEzn
For the six months ended BE-B-tF
30 June 2017 AAZTALEAER
Balance at 1 January 2017 iyt o3
mee______Th-BzEm | R
Comprehensive income 2EKE
Profit for the period HRE7 - - - - - - 264942 264942  (11,174) 253,768
Other comprehensive income ~ EA2E K&
Change in value of available-for-sale A/t HESREE 2
financial asset BENE - - = = 1,156 - = 1,156 = 1,156
Exchange differences arising on BB EINBL )
translation of the financial BBRRELL
statements of foreign subsidiaries [ %X 2% - - - - - 56,592 - 56,592 (163) 56,429
Total comprehensive income MR 2ENEEE
for the period NN - - - o WS GiRR dRnh dE) W) SR
Transactions with owners BERAZRS
Share option scheme fEiiEsal
— exercise of share options —fiiE kg
(Note 19) (Hi19) 532 25323 - - - - - 2533 - 25855
Dividends paid ERRE - - - - - - (44528)  (44,528) - (44,528)
Non-controlling interests arising ~~ £BAHELZ
_ on business combination ore 29)_ FEREE(WE2) -z I ___I____I____I____z__ 38 _3m
Balance at 30 June 2017 RZE-tE
AAZTAZER 111319 1324847 (414,978) 81,173 1,156 (105,878) 2,771,913 3,658233 28232 3,797,784

The notes on pages 33 to 72 form an integral part of this interim

condensed consolidated financial information.
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Interim Condensed Consolidated
Statement of Changes in Equity

PHAGBRR S EmEENE

Unaudited
REEY
Attributable to the owners of the Company
NS PN
Reserves
G
Share Non-
Share Share Capital option  Exchange  Retained controlling Total
capital  premium reserve reserve reserve  earnings Total interests equity
B BAEE AARE BRERE NERE REEN &8 rpkhEs  EREE
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TEr  TEr TEx  TEx  TEx  TEr  TEx  TEx  TEn
For the six months ended HE-E-RE
30 June 2016 AB=TALAER
Balance at 1 January 2016 RZB-RF
L _____TR-Bz&# VN1 13349 (U978 713N (370%) 2017638 2966373 13025 3090599
Comprehensive income 2ENE
Profit for the period HRRH - - - - - 310,569 310,569 (3,356) 307,213
Other comprehensive income 2 E Uz
Exchange differences arising on BEBNHBAT
translation of the financial FBRREEL
statements of foreign subsidiaries B X Z%E - - - - (1,414) - (1,414) @8) (1,84
Total comprehensive income Br2AUELE
forthepeiod T T _I_____c__ 4w 3059 30915 (78 305371
Transactions with owners BEFAZRS
Share option scheme R 2l
~ value of services provided -BREREZEE - - - 3,803 - - 3,803 - 3,803
~ exercise of share options —1TiBRERE
(Note 19) (M&Er9) 586 27,89 - - - - 8% - 28480
Dividends paid EfRe - - - - @33 @33 - @)
Non-controlling interests arising $HabiELL
_onbuhesscombination ____FERRE - T T ..t .T.__..c._._.- U8 1%
Balance at 30 June 2016 RZB-RF
ANE=ZTHZES 11,787 1351333 (414,978) 81,173 (38,510) 2,305,875 3,284,893 30,272 3,426,952

The notes on pages 33 to 72 form an integral part of this interim  Z33&728 7 Mz Tyt R AR RAAR & B 75 & K

condensed consolidated financial information. ZEFES
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Interim Condensed Consolidated
Cash Flow Statement

PHAIRBAGROIREIRER

Unaudited
RIBEZ

Six months ended 30 June

BEAA=tHILLAMEA

2017 2016
—E—+tF ZE-RF
Notes HK$'000 HK$'000
ihg=2 FExT T
Cash flows from operating activities EEEBNBESHE
Cash used in operations KETAES (309,031) (81,555)
Income tax paid BTFTEH (15,442) (28,377)
Interest paid SENEESS (1,199) (7,369)
Net cash used in operating activities EZEKFABRSBE (325,672) (117,301)
Cash flows from investing activities REFEHNERESHE
— Acquisition of a subsidiary, — i —EHEAA
net of cash acquired AR S 23 (13,263) (10,446)
— Purchase of available-for-sale —EEAHEEcmEE
financial asset (17,126) -
— Prepayment for purchase of —BE T AEENR
land use rights 15 (83,333) -
— Purchase of property, plant and —BEVE BERRE
equipment 14 (4,420) (1,722)
— Prepayment for purchase of property, —-BEVE BEX
plant and equipment BECIENNEN (9,063) (7,839)
— Interest received —BUF B 7,936 9,247
Net cash used in investing activities RETBHFARSFE (119,269) (10,760)
Cash flows from financing activities BEFENBESRE
— Proceeds from issuance of shares —BRITE IR BT AR
in connection with exercise of Fr {53 /8
share options 25,855 28,480
— Dividends paid —BRE (44,528) (22,332)
Net cash (used in)/generated from BEES (FTA),/
financing activities FIBEEFEE (18,673) 6,148
Net decrease in cash and cash ReERESEENHRI FE
equivalents (463,614) (121,913)
Cash and cash equivalents at MR kREEEYD
beginning of the period 2,207,205 2,144,312
Exchange gains/(losses) NS (B18) 30,958 (2,534)
Cash and cash equivalents atend of HIARERBELSEEY
the period 1,774,549 2,019,865

The notes on pages 33 to 72 form an integral part of this interim  2533&728 7 MiFE Tyt AR RAAR & B 75 & K
condensed consolidated financial information. ZHAPEHS
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GENERAL INFORMATION

PAX Global Technology Limited (the “Company”), being an
investment holding company, and together with its subsidiaries,
(collectively referred to as the “Group”) are principally engaged
in the development and sales of electronic funds transfer point-
of-sale terminals ("E-payment Terminals”) products, provision of
payment solutions services and maintenance services (collectively,
the “E-payment Terminals solutions business”).

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

The Company'’s shares were listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) on 20
December 2010.

This interim condensed consolidated financial information is
presented in thousands of Hong Kong dollar (HK$'000), unless
otherwise stated.

This interim condensed consolidated financial information was
approved for issue by the Board of Directors of the Company on 9
August 2017.

This interim condensed consolidated financial information has not
been audited.

Significant event and transaction

The operational highlight of the period is the completion of the
acquisition and subscription of an aggregate of 60% equity stake
in CSC ltalia S.r.l. (“CSC Italia”), a company that is principally
engaged in the business of installation and technical assistance
on E-payment Terminals, personal computers, systems cash-in or
cash-out and automatic teller machines in Italy. Further details are
given in Note 23.

Notes to Interim Condensed Consolidated
Financial Information
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Notes to Interim Condensed Consolidated

Financial Information
chHARGBA AR & Bif #5 & ikt Bfit 5

2

34

BASIS OF PREPARATION

This interim condensed consolidated financial information for
the six months ended 30 June 2017 has been prepared in
accordance with Hong Kong Accounting Standard (“HKAS") 34
“Interim financial reporting” issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA"). This interim condensed
consolidated financial information should be read in conjunction
with the annual financial statements for the year ended 31
December 2016, which have been prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs").

ACCOUNTING POLICIES

Except as described below, the accounting policies applied are
consistent with those of the annual financial statements for the
year ended 31 December 2016, as described in those annual
financial statements.

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

Available-for-sale financial assets are subsequently carried
at fair values. Changes in the fair value of monetary and
non-monetary securities classified as available-for-sale are
recognised in other comprehensive income. When securities
classified as available-for-sale are sold or impaired, the
accumulated fair value adjustments recognised in equity
are included in the interim condensed consolidated income
statement.

Dividends on available-for-sale equity instruments are
recognised in the interim condensed consolidated income
statement as part of other income when the Group'’s right
to receive payments is established.

PAX GLOBAL TECHNOLOGY LIMITED INTERIM REPORT 2017

mBEXE
BE-_Z—+FNAZ=Z+THLEXNEAZI
FHEARGBAAR & IS A I D ARIE BB S 5HAD
A ([FFeMag])EHrESE
SR ([ BB TR ) 553455 [ ARAS
BME]HE P HERALRE M ER
EHEE_T—RFT_A=T—HBItHF
EzFEVBHRE—HEE ZFENH
WERTIRIBE BB HREER ([EBHB
WELERRR -

BETBUR

BT XA ESN TR E SRR RRE
—E-AFETZAST-ALFREZEE
BE BRI R S M BRI
%~

(a) AHHETHMEE
AL ESREEREEBILER
HARDBEFEAEMBR 2 IEITE
TR -BIFEBIREIMNERER
BRMEHRAN2EANEEFRE
KE BRZEEEAFERDE
=2

AL ESREERRARFER
EEE  DBRRAIHEEZ B’ R
FEBESATEEYNEMEE
W AHER - BB ARHHERE
FELERBPTRER - NS AE
ROZA RN TEARG AT HE
R e Wk o

fig A SR B AR WOERSKOR RO R - BIR]
HHEEREE T ARSND GRS
BRERAERBEMUKAST B

fne



Notes to Interim Condensed Consolidated
Financial Information

chHARR BA %= & B 75 S i Bfd 53

3 ACCOUNTING POLICIES (continued) 3 BFEE®)
(b) Amendments to HKFRSs effective for the b) REBEE=-ZE—+tH+=H4

(c)

financial year ending 31 December 2017 do not
have a material impact on the Group

Taxes on income in the interim periods are accrued using

the tax rate that would be applicable to expected total
annual earnings.

Impact of standards issued but not yet applied
by the Group

0}

HKFRS 9 “Financial instruments”

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

While the Group has yet to undertake a detailed
assessment of the classification and measurement
of financial assets, equity instrument held by the
Group currently classified as available-for-sale
financial asset would appear to satisfy the conditions
for classification as at fair value through other
comprehensive income (“FVOCI”) for which a FVOCI
election is available and hence there will be no change
to the accounting for these assets.

The Group does not expect the new guidance to
have a significant impact on the classification and
measurement of its financial assets.

There will be no impact on the Group’s accounting
for financial liabilities, as the new requirements only
affect the accounting for financial liabilities that
are designated at fair value through profit or loss
and the Group does not have any such liabilities.
The derecognition rules have been transferred from
HKAS 39 “Financial instruments: recognition and
measurement” and have not been changed.

(c)
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Notes to Interim Condensed Consolidated
Financial Information

chHEARR BA %R & B 75 S Bfd 5%

3 ACCOUNTING POLICIES (continued) 3 ERBEm®
(c) Impact of standards issued but not yet applied () EEMEARKEAKEREL
by the Group (continued) VB ()
(i) HKFRS 9 “Financial instruments” (continued) () EBUBREEANFE
MmIA] (&)
The new impairment model requires the recognition PR EER 2R ATEAME IS
of impairment provisions based on expected credit B mIEE BT HEAIE3958
losses (“ECL") rather than only incurred credit losses TMELAE E A E AE BRI
as is the case under HKAS 39. It applies to financial B - 5% T i A A IR B 8
assets classified at amortised cost, debt instruments RADENSREE EAF
measured at FVOCI, contract assets under HKFRS Bt At 2 ERENEBK T
15 “Revenue from contracts with customers”, lease B BEU S ImERERE 155
receivables, loan commitments and certain financial [REEFAHMEAITH
guarantee contracts. While the Group has not ENEE EBREER BEX
yet undertaken a detailed assessment of how its EERETUBERREH F
impairment provisions would be affected by the new BN M R BEETIE AL AT g
model, it may result in an earlier recognition of credit HREREEROTEEITHT
losses. AT - MEE AT AR B BUR AR
RIEAERE-
The new standard also introduces expanded disclosure FTAERITN S| AREf ) 4% 58 5K
requirements and changes in presentation. These RE2FNFRES ZEFEHTE
are expected to change the nature and extent of the HEERAREERE ST
Group's disclosures about its financial instruments BERBENEENIRE  LHERE
particularly in the year of the adoption of the new REFTE R FE -
standard.
HKFRS 9 must be applied for financial years BB BHREENESRAR
commencing on or after 1 January 2018. The ZE-N\F-A—HxkzER
Group does not intend to adopt HKFRS 9 before its MR E AR o R E
mandatory date. TR Eog il B BIRTERANE S
B 5 3R 5 AR Rl S8 955
(ii) HKFRS 15 “Revenue from contracts with (i) BEMKREERHEI55E[R
customers” BEFAEXAMNBA

36

The HKICPA has issued a new standard for the
recognition of revenue. This will replace HKAS 18
which covers revenue arising from the sales of goods
and the rendering of services and HKAS 11 which
covers construction contracts. The new standard is
based on the principle that revenue is recognised
when control of a good or service transfers to
a customer. The standard permits either a full
retrospective or a modified retrospective approach for
the adoption.
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Notes to Interim Condensed Consolidated
Financial Information

chHARR B %= & B 75 & i Bfd 53

3 ACCOUNTING POLICIES (continued) 3 EFBEw®W
(c) Impact of standards issued but not yet applied (o) EEMEREEIRERLEA
by the Group (continued) WEE (&)
(ii) HKFRS 15 “Revenue from contracts with (i) BEBMBREEREISHE R

customers” (continued)
Management is currently assessing the effects of
applying the new standard on the Group's financial
statements and has identified the following areas that
are likely to be affected:

o Revenue from service — the application of HKFRS
15 may result in the identification of separate
performance obligations which could affect the
timing of the recognition of revenue.

o Accounting for certain costs incurred in fulfilling
a contract — certain costs which are currently
expensed may need to be recognised as an
asset under HKFRS 15.

o Rights of return — HKFRS 15 requires separate
presentation on the balance sheet of the right
to recover the goods from the customer and the
refund obligation.

At this stage, the Group is not able to estimate the
impact of the new rules on the Group's financial
statements. The Group will make more detailed
assessments of the impact over the next twelve
months.

HKFRS 15 is mandatory for financial years
commencing on or after 1 January 2018. At this
stage, the Group does not intend to adopt the
standard before its effective date.
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Notes to Interim Condensed Consolidated
Financial Information

chHEARR BA %R & B 75 S Bfd 5F

3 ACCOUNTING POLICIES (continued) 3 BItEEXw®
(c) Impact of standards issued but not yet applied ()0 EEMEAKEEAKEREL
by the Group (continued) N (8
(iii) HKFRS 16, “Leases” (i) BFEMBHREERE165%

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

The accounting for lessors will not significantly
change.

The standard will affect primarily the accounting
for Group’s operating leases. As at the reporting
date, the Group has non-cancellable operating
lease commitments of HK$41,788,000, see Note
22. However, the Group has not yet determined
to what extent these commitments will result in
the recognition of an asset and a liability for future
payments and how this will affect the Group's profit
and classification of cash flows.

Some of the commitments may be covered by the
exception for short-term and low-value leases and
some commitments may relate to arrangements that
will not qualify as leases under HKFRS 16.

The new standard is mandatory for financial years
commencing on or after 1 January 2019. At this
stage, the Group does not intend to adopt the
standard before its effective date.

&l

EREHERRMERE ZHN
ERBEUENIERT  BEH
BHREERFE 165 HETIT
FAMERNEFRABEERER
PRER - ARIBFER AEE
(HEHEB®ERE) e
BEMNE SIS ERZ S
& MEERERE T
5l

HRANEERETEEE
Ko

ZEABETEFEAERK
EHENDTEE -NRER
B RSB TR REECERE
& A&IE 541,788,000 7T (R
Pt 5E22) o SR - 7N & [ 8
EMEE AR SR
BEMKRNFEBENSRE
A K2 B o] s B SR B /D S
FIRBREREN -

BB AGER RERHAR & (B

EREEEMEFEREEE
ERBE Ao AHE A a

TMIEEBMBRELERF 16
ST HEZRMLHEBR -

AR —Z—NF—A—
Sl EIEE:
RA-RILEE  AEEL
BN R AR E TR AN LR

There are no other new/revised HKFRSs or HK (IFRIC) I AR AR B3R SR BB
interpretations that are not yet effective that would be expected B ELERRES (BRMBREER2
to have a material impact on the Group. BZEg REEMeUASEEELAEXR

o

i
i

B8 H

KRG
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Notes to Interim Condensed Consolidated

Financial Information
chHARGBA AR & Brf #5 & it Bit 5

4

ESTIMATES

The preparation of interim financial information requires
management to make judgements, estimates and assumptions
that affect the application of accounting policies and the reported
amounts of assets and liabilities, income and expense. Actual
results may differ from these estimates.

In preparing this interim condensed consolidated financial
information, the significant judgements made by management
in applying the Group’s accounting policies and the key sources
of estimation uncertainty were the same as those that applied
to the consolidated financial statements for the year ended 31
December 20176.

FINANCIAL RISK MANAGEMENT AND
FINANCIAL INSTRUMENTS
5.1 Financial risk factors
The Group's activities expose it to a variety of financial risks:
foreign exchange risk, credit risk and liquidity risk.

The interim condensed consolidated financial information
does not include all financial risk management information
and disclosures required in the annual financial statements,
and should be read in conjunction with the Group’s annual
financial statements for the year ended 31 December 2016.

There have been no significant changes in the risk
management policies since 31 December 2016.

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

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

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

flst
ERERRET RN B AN AT EY
G TR AR A RA E - AR

ﬁﬁiZE#& TR HIE - A R R
ERERATEEARN U F At

RREAR R RS IS E R - B8
[E 7 AR S B & SR R ik st e B
K2 FERRKIEL 2 ERHE - HEA
REBEZEZZ—RE+_A=+—HLEE
Zira MR EMEE -

BHEREEREMTIA

51 HMEEKEZ
ZK%E’J?E@U@%T%EEMKH el

ERE  EERRLREE SRR
THERREMBENL NRESF

BB HRNARD| 2 A B R
REREMIINERE SEELSE
BEHE—FT—R"E+-_A=1+—H
LR 2 FEPBERER — G 6IHE
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EREEBRMESKEH-
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Notes to Interim Condensed Consolidated

Financial Information
chHARGBA AR & Brf #5 & it Bft 5

5 FINANCIAL RISK MANAGEMENT AND 5
FINANCIAL INSTRUMENTS (continued)
5.2 Fair value estimation (continued)
o Inputs for the asset or liability that are not based on
observable market data (that is, unobservable inputs)
(level 3).

The following table presents the Group's financial asset and
financial liability that is measured at fair values at 30 June

BEEREEREMIA 5

52 AFEME(E)
. BEMABGEWIERIETEERT
HEUER A (BNIER] & 538

A) (F3E) -

TERHIAEBR _ZE—+F <A
“tHRATEFEZEREER

2017. SREE-
Level 1 Level 2 Level3 Total
$£1E $2E £E3E @z
HK$'000 HK$'000 HK$'000 HK$'000
FAT FET TFET TAT
Financial Asset TREE
Available-for-sale AR EEmMmEE

financial asset

— Investment in unlisted — R IE TR ER
equity interest "E - - 18,282 18,282
Financial Liability cHBE
At fair value through BAFERABE
profit or loss
— Contingent —ENRARE
consideration payable - - 6,529 6,529
As at 30 June 2016 and 31 December 2016, the Group did RZZE—REN Jr Ak=F
not have significant financial instruments measured at fair —RNE+= E‘f— AN SE
value. AT TEqu;ZEj(%mEETE °

There were no transfers between Level 1, Level 2 and Level
3 fair value hierarchy classifications.
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Notes to Interim Condensed Consolidated
Financial Information

chHARS B %= & B 15 & i Bfd 5F

5 FINANCIAL RISK MANAGEMENT AND 5 HXEREERESHMIA @
FINANCIAL INSTRUMENTS (continued)
5.3 Fair value measurements using significant 5.3 EAERTAHEBANAYF
unobservable inputs (Level 3) Bt & (%385t A
Available- Contingent
for-sale Consideration
financial asset payable
aHtHE 5
SREE RAKRE
HK$'000 HK$'000
FHET FHET
Six months period ended —E—tFXA=THRHEA
30 June 2017 1 ER
Opening balance at 1 January 2017 R=ZZE—tF—H—HA2
HAW A R - -
Addition NE 17,126 -
Acquisition of a subsidary (Note 23) W8 — R B A7) (A/:£23) - 6,116
Change in value arising from RIEH ZHEENEBERE
foreign exchange difference 1,156 -
Exchange differences arising from B R 2FHEEELED
translation to presentation E 5 =5
currency - 413
Closing balance at 30 June 2017 RZ-ZE—tFXA=+HZ
HIR R RE 18,282 6,529

BERFRBEERART —EB—t&408Es 41
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Financial Information
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5 FINANCIAL RISK MANAGEMENT AND
FINANCIAL INSTRUMENTS (continued)

5.3

54

42

Fair value measurements using significant
unobservable inputs (Level 3) (continued)

The available-for-sale financial asset represents an
investment in a 20% equity interest of an unlisted company
incorporated in Sweden. It is principally engaged in
developing and marketing a software-as-a-service (SaaS)
platform for offering and managing payment and other
value-added applications, and deploying point-of-sale
solutions to merchants global.

The fair value of the Group's available-for-sale financial
asset as at 30 June 2017 is determined based on the recent
transaction price.

The Group’s finance department reviews the valuations of
the Group's financial instruments and non-financial assets
that are stated at fair value for financial reporting purposes,
including Level 3 fair values. These valuation results are then
reported to the directors for discussions in relation to the
valuation processes and the reasonableness of the valuation
results.

Fair value of financial assets and liabilities
measured at amortised cost

The fair value of the following financial assets and liabilities
approximate their carrying values:

o Trade and bills receivables

o Deposits and other receivables
o Cash and cash equivalents

o Restricted cash

o Trade and bills payables

o Other payables and accruals
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Notes to Interim Condensed Consolidated
Financial Information

chHARR BA %= & B 75 S i Bfd 53

6 REVENUE AND OTHER INCOME 6 WAREMEA
The Group is principally engaged in the sales of E-payment REEFEREHET FINKWmER
Terminals products, the provision of payment solutions services TR ST RHERR 77 ZR AR TS I 4 R ARG - PO HA
and maintenance services. Revenue and other income recognised NEERRWA REAMBANT

during the period are as follows:

Unaudited
RISE
Six months ended 30 June
BEAB=tHLAEA

2017 2016
—E—+tF —E-RF
HK$°000 HK$'000
THET FHT
Revenue WA
Sales of E-payment Terminals products HESFXNEIREM 1,504,630 1,296,986
Services: AR 7 -
Payment solutions services YA ERR T RRTE 76,477 20,216
Maintenance services HeE RS 24,592 15,513
1,605,699 1,332,715
Other income Hig A
Interest income FB A 7,936 8,404
Value-added tax refund (Note (i) WEBRR (HE0)) 8,535 22,404
Subsidy income 1 ON 9,233 152
Others HAth 1,549 962
27,253 31,922
Note (j) The amount represents the Group’s entitlement to value-added tax refund in Wit(i) ZeBEAEERPEARLNRA ([+
relation to sales of self-developed software products in the People’s Republic EDHEBTRERGERMEANIEE
of China (the “PRC"). TR M -
7 SEGMENT INFORMATION 7 oEEH
The management reviews the Group's internal reporting in order EEEENANEENDRE AT EHREL
to assess performance and allocate resources. The management AEER - EREBRIBFANTERMEMH
has determined the operating segments based on the internal AEE SRR E RIS ME T L E D
reports reviewed by the Executive Directors to make strategic o AEEETENFTEFINEmBRT
decisions. The Group is principally engaged in the E-payment REW EEEBRAR/RNEELEE X5
Terminals solutions business, and the management considers that DE o

the Group operates in one single business segment.
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7

44

SEGMENT INFORMATION (continued)

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

The management assesses the performance of the operating
segments based on a measurement of segmental operating profit/

(loss).

An analysis of the Group’s turnover and results for the period by

segment is as follows:

PEER (@)
NEBEIBERNES FE (TRESS &
FIRAE) ZEREAFICELT S8
B0t 40 190 £ P R A IR A 2 TR A R KO FFF
T ST A A Wy 3R

ERERESBEERT, (BB 03t
B SENRR

REIANA B D BB D E RN EE
DA :

Unaudited
RIBER

Six months ended 30 June 2017
HE-Z-t&~A=tRHILAEA

PRC,
excluding
Hong Kong,
Macau and
Taiwan Hong Kong us Italy  Elimination Total
H
(FEfE
&% RA
)&= )| A EY EAFH 1 8 ok
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET THT TET TET TET
Turnover from external customers REMIEFRHEER 693,429 733,659 149,368 29,243 - 1,605,699
Inter-segment turnover NEREER 521,093 46,242 - = (567,335) =
Total turnover BEEE 1,214,522 779,901 149,368 29,243 (567,335) 1,605,699
Segmental earning/(loss) before HERFES L HIE-

interest expense, taxes, IE R R

depreciation and amortisation &%/ (B8)

("EBITDA/(LBITDA)") (TEBITDA/(LBITDA) |) 12,508 271,101 27,995 (3,224) (2,651) 305,729
Depreciation e (11,308) (135) (59) (223) - (11,725)
Amortisation A (1,497) - - (430) - (1,927)
Segmental operating profitfloss) ~ HBEEEF/ (BE) (297) 270,966 27,936 (3.877) (2651) 292,077
Finance costs B%ER (1,199)
Profit before income tax BRATSEAT R 290,878
Income tax expense IR Y (37,110)
Profit for the period HRE 7 253,768
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Notes to Interim Condensed Consolidated
Financial Information

chHARR BA %= & B 75 S i Bfd 53
7 SEGMENT INFORMATION (continued) 7 SEER®

Unaudited
RIEER
Six months ended 30 June 2016
BE-Z-AERA=TAHLAAEAR

PRC,

excluding

Hong Kong,

Macau and
Taiwan  Hong Kong us Italy Elimination Total

hE (T e

F RN
keE) 3 E30l BAH i Fk
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TEL TEL TEL TEL TEL

Turnover from external customers 2K B 5MIPR F B & %58 770,724 420,642 96,090 45,259 - 1,332,715
Inter-segment turnover NEREEER 393,404 97,632 - - (491,036) -
Total turnover BEEE 1,164,128 518,274 96,090 45,259 (491,036) 1,332,715

Segmental EBITDA 7 JEEBITDA 234,853 126,040 7,260 3,614 (13,398) 358,369
Depreciation e (1,824) (134) (185) (149) - 2.292)
Amortisation B 831) - - (442) - (1,273)
Segmental operating profit AREE R 232,198 125,906 7,075 3,023 (13,398) 354,804
Finance costs M ER (7,369)
Profit before income tax BRAEEANER 347,435

Income tax expense e HAX (40,222)
Profit for the period iy 307,213
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7 SEGMENT INFORMATION (continued) 7 2EER®
The segment assets and liabilities as at 30 June 2017 and RZE—tFAA=THNSEEERE
additions to non-current assets for the six months ended 30 June BEARBEZZT—+tFA=THILNE
2017 are as follows: ASERBEENRED T
Unaudited
REER
As at 30 June 2017
R-B-t&XA=1H
PRC,
excluding
Hong Kong,
Macau and
Taiwan Hong Kong us Italy  Elimination Total
HE
(T B
i8R
kag) E# E3E BEAA M “E

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET TET THET

Segment assets NEEE 3,334,692 1,703,612 143,120 134,001 (615,081) 4,700,344
Segment liabilities AEEE 1,193,845 92,714 155,146 46,247  (585,392) 902,560
Unaudited
REER

Six months ended 30 June 2017
HE-Z-t&~A=1RHILAEA

PRC,
excluding
Hong Kong,
Macau and
Taiwan Hong Kong us Italy  Elimination Total
H
(B
B RM
k&H) B E3E EXA i am
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TRT THET THERT TER

Additions to non-current assets FRBDEERNRE 95,262 300 240 31,166 - 126,968
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7 SEGMENT INFORMATION (continued) 7 o¥EH®
The segment assets and liabilities as at 31 December 2016 and REZE—RFT_A=+T—HOEEE
additions to non-current assets for the six months ended 30 June RBEUREBE-_Z—RFA=THIL
2016 are as follows: NERAFERBEENRENT
Audited
27

As at 31 December 2016
RZE-RFE+-A=1+—H

PRC,

excluding

Hong Kong,

Macau and
Taiwan  Hong Kong us Italy Elimination Total

hE (T e

F RN
keE) 3 E30l BAH i Fk
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TEL TEL TEL TEL TEL

Segment assets NEEE 3,360,671 1,483,999 127,537 70,631 (609,775) 4,433,063
Segment liabilities AEER 1,224,057 113,234 167,499 20,695 (593,705) 931,780
Unaudited
REER

Six months ended 30 June 2016
BEZZT-AFAA=tHLAER

PRC,

excluding

Hong Kong,

Macau and
Taiwan  Hong Kong us Italy Elimination Total

hE (T e

B RN
k&E) BE = BAH B ok
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TEL TEL TEL TEL TEL

Additions to non-current assets ~ ERBEEMNRE 85,058 29 170 615 - 85,872
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48

SEGMENT INFORMATION (continued)

Segmental EBITDA/(LBITDA) represents segmental operating
profit/(loss) before income tax expense, depreciation of property,
plant and equipment and amortisation of land use rights and
intangible assets. Segment assets consist primarily of property,
plant and equipment, land use rights, prepayment for land use
rights, intangible assets, inventories, trade and bills receivables,
deposits and other receivables, restricted cash and cash at
bank and on hand. Segment liabilities consist primarily of trade
payables, other payables and accruals and taxation payable.

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

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

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

DEER (1)

53 ¥AEBITDA/LBITDA)E 1Bk FT15 FihA 2
M - WS R AR ST 8 R (i PR A K
FEE#RHEAN D BEE R, () -
DEEETEOEDE BERSE L+
AR LIERBEMNR BEEE T7
B EUERR R ERER - e REAER
RIEZREBEEARBITRF LRS-
DHEBEEEREERMNER  EMBEMAR
T8 N JERT SRIE A R FE S R TE o

FRBEENAEIZHAEYNE BFE

i L ERRERNFARELEE
MR BEEBREBRA ST RBELER
NE e

AEBETZUEE TE EBEREXF
AeET i -

BZEEMEME SN AEEEREEE
HHmT -

Unaudited Audited
REEX REZ
As at As at
30 June 31 December
2017 2016
R=Z—tHF RKR-T—RF
RA=tH +ZA=+—H
HK$'000 HK$'000
TR FHETT
Non-current assets FREBEE

PRC, other than Hong Kong, FRE(ES BRFAREE
Macau and Taiwan 279,215 196,845
Hong Kong aE 23,129 626
us EH 306 125
Italy BAF 46,316 15,048
348,966 212,644
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7

SEGMENT INFORMATION (continued)

For the period ended 30 June 2017, revenue of approximately
HK$455,132,000 is derived from the largest customer,
representing 28.3% of the total revenue, which is attributable to
the Hong Kong operating segment; HK$110,570,000 is derived
from the second largest customer, representing 6.9% of the
total revenue, which is attributable to PRC operating segment.
For the period ended 30 June 2016, revenue of approximately
HK$151,417,000 is derived from the largest customer,
representing 11.4% of the total revenue, which is attributable
to the PRC operating segment; HK$142,668,000 is derived from
the second largest customer, representing 10.7% of the total
revenue, which is attributable to Hong Kong operating segment.

Information provided to the Executive Directors is measured
in @ manner consistent with that of the interim condensed
consolidated financial information.

EXPENSES BY NATURE

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

TEER )
HE-Z—+FXA=-t+HILBHH A
2 #9455,132,0005% 7T A A TY 3K B & K
B SN BT R28.3% 5B
REBFE 5 88 7 20110,570,000/% 7T
BB ATIREE ZAEF  ZE WAL
WA BI6.9%0 55 B P BI85 9 5 - 3
E-E-XENAZTAHLERM A&
151,417,000 TR AT R B R AE -
ZEWAEBIARIN 4% SFER A
7159 5 - 5 %0142,668,00078 7T A WA
DREEZREP  ZEWAGRIRAR
10.7%I SHBREBEBH -

ATEFRENEHZET HERERS
M EM BN TG E-

BEMEETHEX
SABERA  HEFALRITRE RN
LA :

Unaudited
RIBE
Six months ended 30 June

BEANA=tTRHILEAEAR

2017 2016

—E—+tF —ET-RF

HK$°000 HK$'000

THET FHE T

Auditor’s remuneration ZEEN BN 2 1,447 1,097
Depreciation of property, plant and M- BB &

equipment (Note 14) mEE (Mat14) 11,725 2,292
Amortisation of land use rights (Note 75) T3 fF RS (f17#715) 3 3
Amortisation of intangible assets (Note 17) 2 & EE# 84 (#15F17) 1,924 1,270
Employee benefits expense (including EERMHZ (BRESHE)

Directors’ emoluments) (Note 10) (H1a10) 200,910 123,824
Costs of inventories sold ERFERA 919,641 738,140
Operating lease rentals in respect of BFHLEHEERS

buildings 13,377 11,007
Research and development costs AR RN 119,290 62,105
Reversal of provision for REGEREERD

obsolete inventories (2,928) (6,684)
Donation B 750 -
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9  FINANCE COSTS 9 HMBEA

Unaudited
RIBEZ
Six months ended 30 June

BERNA=tTHLANER

2017 2016

—E—+tF ZE—RF

HK$000 HK$'000

FTHER FET

Factoring costs RIBEBER 1,199 7,369

10 EMPLOYEE BENEFITS EXPENSE (INCLUDING 10 ESERAHX (BEES#HE)
DIRECTORS’ EMOLUMENTS)

Unaudited
REER
Six months ended 30 June
BEXA=t+HLAEA

2017 2016

—E—tHF ZE—RF

HK$’'000 HK$'000

TET FHET

Wages and salaries TERF® 174,177 102,989
Share options granted to employees RTREE IR E - 3,513
Social security and pension costs e RE FR RS AR 26,733 17,322
200,910 123,824
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11 INCOME TAX EXPENSE

11 FIBRiEX

Unaudited

REER

Six months ended 30 June

BEANA=1tTRHILEAEAR

2017 2016
—E—+F —E—RF
HK$'000 HK$'000
FET FET

Current income tax BOEAFT1S B4
— PRC corporate income tax —HFECFEEH 783 24,065
— Hong Kong profits tax —BBFER 45,143 21,892
(Over)/under provision in prior years BEFE (RERE) BETR (7,471) 453
Total current income tax BIERFTIS 7 4858 38,455 46,410
Deferred income tax EIEFTIS R (1,345) (6,188)
Income tax expense Frigfim 2 37,110 40,222

Hong Kong profits tax has been provided for at the rate of 16.5%
(six months ended 30 June 2016: 16.5%) on the estimated
assessable profit for the six months ended 30 June 2017.

Taxes on overseas profits have been calculated at the rates of tax

prevailing in the jurisdictions in which the Group operates, based

on existing legislation, interpretations and practices in respect

thereof.

BEFNEHRBESEEZE T —+tF A=
B 1E 7N E R A FTFE SR B R R B X
165% (B2 —FT—A"FNA=Z+HIER

&7 :16.5% ) E B -

BINE IR D RIBA KRB E R PT
ERRDEEEMBRITEN 2B LB

BBIIMEAE -
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1"

52

INCOME TAX EXPENSE (continued)

Pursuant to the Corporate Income Tax Law of the PRC effective
from 1 January 2008 (the "CIT Law"), companies in the PRC
are subject to income tax of 25% unless preferential rate is
applicable. Pax Computer Technology (Shenzhen) Co., Ltd.
("Pax Computer Shenzhen”), a wholly-owned subsidiary of the
Company, is located in the Shenzhen Special Economic Zone.
Pursuant to Caishui [2016] Circular 49 jointly released by the
Ministry of Finance, the State Administration of Taxation, the
National Development and Reform Commission and the Ministry
of Industry and Information Technology of the PRC, management
performed self-assessment on the eligibility for the tax incentives.
Management estimated that Pax Computer Shenzhen was
qualified as a National Key Software Enterprise and entitled to the
preferential corporate income tax rate of 10% starting from the
year ended 31 December 2016. As such, the applicable corporate
income tax rate of Pax Computer Shenzhen is 10% for the six
months ended 30 June 2017.

Wonder Pax Technology (Shenzhen) Co. Ltd. (“Wonder Pax”), a
wholly-owned subsidiary of the Group, obtained approval from
the relevant tax authorities in April 2015 for a preferential tax
treatment and is fully exempted from PRC corporate tax for two
years, starting from 2014, followed by a 50% tax exemption for
the ensuing three years. As such, the applicable corporate income
tax rate of Wonder Pax is 12.5% for the six months ended 30
June 2017.

The application of the preferential tax rate is a critical accounting
estimate.
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12 EARNINGS PER SHARE 12 BREF
(a) Basic (@) EX
Basic earnings per share is calculated by dividing the profit BREXRBNTEANREIHEE AE
for the six months ended 30 June 2017 attributable to the EEHEZT—+tFA=+AHILN
owners of the Company by the weighted average number EARNEABE - —+FRH
of ordinary shares in issue during the six months ended 30 =+ B IR E A B BT S BRI
June 2017. FHEGEE-
Unaudited
REEEZ

Six months ended 30 June

BEANA=1tTRHILEAEAR

2017 2016
—E—tF ZE—RF
Profit attributable to the owners PAN/NSIESFS DNl
of the Company (HK$'000) wA (F#7T) 264,942 310,569
Weighted average number of ordinary B 217 & @ INE F 19 &
shares in issue (thousand shares) (Fh) 1,111,019 1,114,220
Basic earnings per share (HK$ per share) SMEARZF (BB T) 0.238 0.279
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12 EARNINGS PER SHARE (continued)

54

(b) Diluted

Diluted earnings per share is calculated by adjusting the
weighted average number of ordinary shares outstanding to
assume conversion of all potentially dilutive ordinary shares.
The Company has one category of potentially dilutive
ordinary shares: share options. For the share options, a
calculation is done to determine the number of shares that
could have been acquired at fair value (determined as the
average market share price of the Company's shares for the
period) based on the monetary value of the subscription
rights attached to outstanding share options. The number
of shares calculated as above is compared with the number
of shares that would have been issued assuming the
exercise of the share options.

12 BRERN @

(b)

BE
FREEARN N ET A RERE
e BB RUE R B BUA
ETEITE BRI E
ARRA—BABEE SR ENT
PR PR A - BE R T M 4R R
TTRBRERMRERE 2 ERER
AHE UEEARATE CEASHN
AARBD 2 FHHE) BEZ KD
28 - B REFEZ R EE &
BRBEREETERECETZR
BB fEHL &

Unaudited
RBEZ

Six months ended 30 June

BEANA=Z+HLEAER

2017 2016
—E—+tF —E—RF
Profit attributable to the owners of the AR FFA AFEEEF
Company (HK$'000) (F#7T) 264,942 310,569
Weighted average number of ordinary 317 & 3 B AN#E S 15 8
shares in issue (thousand shares) (F) 1,111,019 1,114,220
Adjustments for share options HEREEDOFAE (FR)
(thousand shares) 4,792 10,563
Weighted average number of ordinary s B &SR EHEE R 6T EME
shares for diluted earnings per share MEEFHE (FRR)
(thousand shares) 1,115,811 1,124,783
Diluted earnings per share FBiREERN (BRET)
(HK$ per share) 0.237 0.276
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13 DIVIDEND

The Board has resolved to declare an interim dividend of HK$0.04
per ordinary share for the six months ended 30 June 2017 (six
months ended 30 June 2016: HK$0.04 per ordinary share),
totaling to approximately HK$44,528,000 (six months ended 30
June 2016: HK$44,715,000) payable on 11 September 2017
to shareholders of the Company whose names appear on the
register of members of the Company at the close of business on
28 August 2017. The amount of interim dividend declared was
calculated based on the number of ordinary shares in issue at the
date of approval of the interim condensed consolidated financial
information.

14 PROPERTY, PLANT AND EQUIPMENT

13 RE

EEQEANR-_Z—+tFALA+T—HH
RZEBE—+tFNAZ+N\HEEBREE
REZINRARARBRREMZRNAE R
RERHE-Z—tENA=ZFTAHLEAN
8 A 2 # B B B R T EAR0.0478 7T (B
E-T-RFERNAZTHIEANEAR &K
L iBAR0.04787T) - 72 814944,528,0007 7T
(BEZZ—R"FRA=THLERHEA:
44,715,000%7T) - FIEIR 2P HIR S & &8
THER P EIRSRAGR & IS B RHER A E B
ZEBETTRREBEHE-

14 Y% BERRE

Unaudited
RBEX
HK$'000
FET

Net book value as at 1 January 2017 RZFE—+F—H—-BZEEFE 67,919
Additions NE 4,420
Depreciation (Note 8) e (K1:8) (11,725)
Disposal & (51)
Acquisition of a subsidiary (Note 23) W — R B AR (A15+23) 1,706
Exchange differences ME H ZE AR 1,831
Net book value as at 30 June 2017 R-FE—+FRNAZ+HZEEFE 64,100
Net book value as at 1 January 2016 AT RNF—A—BZ2EEFE 11,480
Additions NE 1,722
Depreciation (Note 8) e (K:8) (2,292)
Disposal k= (7)
Acquisitions of subsidiaries U BE B B A B 1,115
Exchange differences M H Z AR (3)
Net book value as at 30 June 2016 RZE—RFERNA=THZEEFE 12,015

Depreciation expense of HK$8,280,000 (2016: Nil) has been
charged to cost of inventories sold and HK$3,445,000 (2016:

7 E R 28,280,000/ T ( =& — <4 -
#) B 5t ATE & Ak AN N3,445,00078 7T (=

HK$2,292,000) has been charged to administrative expenses. T — X4 2,292,000 ) EFF AT HE

%o
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15 LAND USE RIGHTS

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

15 T Hh{E ARE

AEER T fE AR IR TSR
HRTEARRIE - ERREDFHES TN T

follows:
Unaudited
RISE
HK'000
FET
Net book value as at 1 January 2017 RZZE—+F—A—HZEAFE 186
Amortisation (Note 8) Bgy (Y iE8) (3)
Exchange differences b H Z & 5
Net book value as at 30 June 2017 R_EBE—+FEXNA=THZEEZE 188
Net book value as at 1 January 2016 RZE—ARF—A—BAZEmFE 203
Amortisation (Note 8) B (B7E8) (3)
Net book value as at 30 June 2016 R-E—RNEXNA=ZTHZEEFE 200

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

During the period, the Group entered into an agreement with.
Urban Planning, Land & Resources Commission of Shenzhen
Municipality to acquire the land use rights in respect of a parcel
of land in Shenzhen, the PRC and prepaid a consideration
of Renminbi 73,000,000 (equivalent to approximately HK$
83,333,000).
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16 TRADE AND BILLS RECEIVABLES 16 BURRKEWRE

Unaudited Audited
RISE SR
30 June 31 December
2017 2016
—E—+F ZE—RF
~NA=+tH +Z-A=+—H
HK$'000 HK$'000
F&ET FHET
Trade receivables (Note (a)) FEUBRFR (BT at@)) 1,642,804 1,245,947
Amount due from a related party JiE Y — FeEl BA BS: 75 5RIB
(Note (a), 24(b)) (Kiat(a) 24(b)) 76,488 65,196
Less: provision for impairment of W FEUR FUR B BB
receivables (5,022) (4,067)
Trade receivables, net FEURBR FOF 58 1,714,270 1,307,076
Bills receivables (Note (b)) FEW IR (H5F b)) 29,302 40,370
Trade and bills receivables IR R R U R R 1,743,572 1,347,446
Notes: Hiat -
(@)  Trade receivables (a) EWERER

AEEKRTEZIBEHANEERN F0E
1808 &« SATH - 4CBE 7E 14 PTIZ (A BB R
MEFHEEBBEISORNEESH R %
—+tFXRNA=ZFTHE=ZZE—X"F+=A
=+ -8 BEREFREZAHNERRS

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 30 June 2017 and
31 December 2016, the ageing analysis of the trade receivables based on
invoice date was as follows:

W :
Unaudited Audited
RISERZ Bz
30 June 31 December
2017 2016
—E—tF ZE—RF
ANA=tH +=ZA=+—H
HK$'000 HK$'000
FET FExT
Up to 90 days 90H AR 1,137,600 846,807
91 days to 180 days 91H £180H 210,750 277,772
181 days to 365 days 181H &365H 233,260 58,915
Over 365 days 365H A 137,682 127,649
1,719,292 1,311,143

BERMMRARAR —2—tFHhHRE 57



Notes to Interim Condensed Consolidated
Financial Information

chHEARR BA %R & B 75 S Bfd 5%

16 TRADE AND BILLS RECEIVABLES (continued)

Notes: (continued)

16 EVERFREWERE @)

Biat: (#)

(@)  Trade receivables (continued) (@) FEWRER(E)
As at 30 June 2017, trade receivables included retention money receivables RZZE—+FARNA=+8 BRERBIERE
of HK$98,475,000 (31 December 2016: HK$77,874,000) which represents Ug 78 0 & %A98,475,0008 7L ( —Z T — N F
approximately 2% to 5% (31 December 2016: approximately 2% to 5%) +=A=+—H:77,874,000/% t) - B
of the relevant contract sum granted to certain number of customers in CHRERTHEETEFPOBEBENESE
the PRC that has a retention period of three to five years. As at 30 June K2%ZE5% (ZFT—R"F+_A=+—H:
2017, retention money receivables aged over 365 days amounted to #2%%E5% ) BEHMR=ZFRHF - R_F
HK$65,843,000 (31 December 2016: HK$57,932,000). —tFAA=1+H KRB IA3658 M EHK
T80 & %8 565,843,0008 7T (Z T — X F
+=ZA=+—H:57,932,0007T) °

(b)  Bills receivables (b) EWERE
The balance represents bank acceptance notes with maturity dates within six ZAERIE T EA A RN E A AR B IRITHA,
months. ik

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

Unaudited Audited

RCERZ KB

30 June 31 December

2017 2016

—g—tf —E-AF

NA=tH +=ZA=+—8

HK$'000 HK$'000

FET FET

Up to 90 days 90H AR 15,543 40,370
91 days to 180 days 91H £180H 13,759 -
29,302 40,370
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17 INTANGIBLE ASSETS 17 EBREEE
Contractual

customer
relationships

Goodwill and others Total
EREFBRR
BmE REA B
HK$'000 HK$'000 HK$'000
FHET FHET FHE T
Net book value as at 1 January 2017 R =-Z—+4F
—A—RZEREFE 64,583 24,809 89,392
Acquisition of a subsidiary (Note 23) UBE — B E AR (A7a£23) 20,385 8,062 28,447
Amortisation charge (Note 8) AR (WF8) - (1,924) (1,924)
Exchange differences R 2,058 640 2,698
Net book value as at 30 June 2017 W-ZE—+FxA=1+H
Z BREDFE 87,026 31,587 118,613
Net book value as at 1 January 2016 R =Z— /N4
—A—BZEREFE 8,144 7,481 15,625
Acquisitions of subsidiaries Lt B B BB A ) 60,833 22,202 83,035
Amortisation charge (Note 8) B (H728) - (1,270) (1,270)
Exchange differences I 3 =5 180 6 186
Net book value as at 30 June 2016 HR-ZE—X~FA=1+H
ZEREFRE 69,157 28,419 97,576
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18 TRADE PAYABLES

60

As at 30 June 2017 and 31 December 2016, the ageing analysis

of the trade payables based on invoice date was as follows:

18

LAREEN
R-T—tFRNA=Z+BER-_T—KRF
TZA=+—B ENEREFREZEEN
RS :

Unaudited Audited

RREX REZ

30 June 31 December

2017 2016

—E—+tF —E-REF

AA=tH +ZA=1+—H

HK$'000 HK$'000

THET FHET

Up to 90 days 90H A 647,502 567,613
91 days to 180 days 91H £180H 51,052 92,649
181 days to 365 days 181H £365H 758 -
Over 365 days 3658 A 5,616 2,223
704,928 662,485

The average credit period granted by the Group’s suppliers ranges

from 0 to 180 days.
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19 SHARE CAPITAL 19 KRR
(a) Issued and fully paid share capital of the (@) ARATECBRITRHBERE
Company
Number of Ordinary shares
ordinary shares of HK$0.1 each
EREE0.1E T
EZBEREE ZER
thousand shares HK$'000
F % FHET
Issued and fully paid EBITRAME
At 1 January 2016 RZE—XRF—H—H 1,112,014 111,201
Employee share option scheme EERBRERE
— proceeds from shares issued —BEBITRHABREIA 5,860 586
At 30 June 2016 RZTE—XRFRNA=+H 1,117,874 111,787
Issued and fully paid EBITRAE
At 1 January 2017 RZE—+F—H—H 1,107,874 110,787
Employee share option scheme & BB AR 2
— proceeds from shares issued —BEBETIRHERIE 5,320 532
At 30 June 2017 R-ZE—LFRXA=1H 1,113,194 111,319
(b) Share option of the Company (b) FNTEIERE
(i) Share option scheme (i) HERESE

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.

R—E—ZEF+=-A—A8"
RAREEZGHE—TBER
&l ([ZEH 8l AT E
HATBBARAT N L™ HE
BTN BEER10% ' B
100,000,000/ f& 17 (1B 78 #%
FREZET RIS 8T LR
BIMBEHRE)

%At 8l g LR G A WA
EEHEREE T  WetE2
HERRNABRERRAOERE
et BHREARDRREK
EEE

ZER=ZE-ZEF+=A
—HAXC BRIERTTREENE

FE+ F AR AR AR
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19 SHARE CAPITAL (continued) 19 BRAE&%E
(b) Share option of the Company (continued) (b) ELOTBIERE(HE)
(i) Share option movements (i) BREZH
Audited Unaudited
HE327 REER
Number of Number of
Share Options Share Options
held at held at
1 January 30 June
2017 2017
R=B-t& Granted Exercised Lapsed Cancelled R=Z—-t%#
-B-H during the during the during the duringthe ~ XA=1AH
Name Date of grant Exercise price fri& period period period period g3
#e R BH HFE  BREHE HRE HRTE BRXN MR BREZA
(HK9)
(A1)
Employees
EE
(In aggregate) 22 June 2012 1.230 6,000,000 - - (6,000,000) - -
(#3t) ZZ-ZFRAZTZH
(In aggregate) 28 May 2014 4.860 12,274,000 - (5,320,000) - - 6,954,000
(#31) “Z-mERA=tN\A
18,274,000 - (5,320,000) (6,000,000) - 6,954,000
Consultants
B
(In aggregate) 28 May 2014 4860 1,580,000 - - - - 1,580,000
(&3) ZE-EERAZTAR
Total 19,854,000 - (5,320,000) (6,000,000) - 8,534,000
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19 SHARE CAPITAL (continued) 19 KRR (%)
(b) Share option of the Company (continued) (b) FLOTEIERE(E)
(i) Share option movements (continued) (i) B\BRESH(E)
Audited Unaudited
gEY REEX
Number of Number of
Share Options Share Options
held at held at
1 January 30 June
2016 2016
R=B-5x§ Granted Exercised Lapsed Cancelled R=B-~E
-B-H during the during the during the duringthe ~ XA=1AH
Name Date of grant Exercise price fri period period period period g3
#e RAAH EE  BREHE BREL BRTE BREN BhiEE  BREYUE
(HK9)
(A1)
Employees
EE
(In aggregate) 22 June 2012 1.230 6,000,000 - - - - 6,000,000
(#3t) ZE-ZFRAZTCH
(In aggregate) 28 May 2014 4.860 18,134,000 - (5,860,000) - - 12,274,000
(#3t) “E-mERAZTNR
24,134,000 - (5,860,000) - - 18,274,000
Consultants
B
(In aggregate) 28 May 2014 4860 1,580,000 - - - - 1,580,000
(&3) ZZ-mERAZTAR
Total 25,714,000 - (5,860,000) - - 19,854,000
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19 SHARE CAPITAL (continued)
(b) Share option of the Company (continued)
(ii) Share option movements (continued)
Movements in the number of share options
outstanding and their related weighted average
exercise prices are as follows:

19 KA

(b) ADTWRE ()
) WEEED ()
AT RIS B IR
HFTER 2 EHNT

Unaudited
REER

For the six months ended 30 June

BEXA=THLAEA

2017 2016
—F-tF —E-RF

Average Average

exercise exercise

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

ShEREZ BiEREL
THIEE BIRE THTRE B
(B7) (F13) (B7) (F)
At 1 January w—A—A 3.763 19,854 4,013 25,714
Exercised BT 1.230 = 1.230 -
Exercised BT 4.860 (5,320) 4.860 (5,860)
Lapsed B&# 1.230 (6,000) - -
At 30 June WARA=Z1H 4.860 8,534 3.763 19,854

On 22 June 2012, 80,400,000 share options were
granted to certain directors and employees at an
exercise price of HK$1.23 per share. These options
were expired on 21 June 2017.
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19 SHARE CAPITAL (continued)
(b) Share option of the Company (continued)

(ii)

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.

For the period ended 30 June 2017, no share
based payment expense was recognised in the
interim condensed consolidated income statement
(30 June 2016: HK$3,803,000).

The weighted average share price immediately before
the share options exercised dates was HK$4.90 (30
June 2016: HK$7.16) per share. As at 30 June 2017,
out of the 8,534,000 (30 June 2016: 19,854,000)
outstanding options, 8,534,000 (30 June 2016:
19,854,000) options were exercisable.

19 BRA (@)

(b) ALQFBKRE(E)

(i)

BERMMRARAR —2—tFHhHRE

BRESE (E)
RZZE—NFRA=FNR"
22,254,00017 B AR 1R TR (B
BkaseBETLETETREE
KB o % BB IEE F30%
AL BEBREARA - B5h
30% R AH—AFERE -
H#R40% & IH B BB F 55
B-ZERREKN=-_Z—N
FRAZ+EBEEM-

HE-_T—+FA=+HI1t
HARE 30 AR (9 S2 A R S R
HERAGEs e XBER (=T
—"ERAZ=1A : 3,803,000
HBIT) o

SRR BN T B HART 2 Nk
FHRRE A EIRL0E T (=
E—RERNA=TH:7.16%
TL) cRZE—+EFRA=TF
A+ 748,534,00013 (= Z— X
FXxA=+H:19,854,000
) i R A7 B AR R
8,534,00017 (ZZF —RF X
A=+ H:19,854,00013 ) &
gt Rl 1700
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20 RESERVES

(i)

(i)

Capital reserve

Capital reserve represented the difference between (i) the
aggregate of the consideration for the acquisitions upon the
reorganisation; and (ii) the aggregate of the share capital
and share premium of the directly owned subsidiary of the
Company.

Statutory reserves

The subsidiary of the Company in the PRC is required to
allocate 10% of the company’s net profit to the statutory
reserves fund until such fund reaches 50% of its registered
capital. The statutory reserves fund can be utilised, upon
approval by the relevant authorities, to offset accumulated
losses or to increase its registered capital, provided that such
fund is maintained at a minimum of 25% of its registered
capital. As at 30 June 2017, retained earnings comprised
statutory reserves fund amounting to HK$130,274,000 (31
December 2016: HK$125,275,000).

21 CONTINGENT LIABILITIES
As at 30 June 2017 and 31 December 2016, the Group had no
contingent liabilities.
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22

23

COMMITMENTS

Operating lease commitments

As at 30 June 2017, the Group had future aggregate minimum
lease payments under non-cancellable operating leases as follows:

22

AYE

2EHEAE
RoE—+EXA=+A AEEBET
A AT B R RS TS (e
-

Unaudited Audited
RIBERZ LRz
30 June 31 December
2017 2016
—E—+F —E—RF
ANA=+H +ZA=+—H
HK$'000 HK$'000
FExT FTAT
Not later than one year THA—F 17,977 23,460
Later than one year and MBE—FETHBERT
not later than five years 23,811 24,225
41,788 47,685
BUSINESS COMBINATION 23 ¥4t

Pursuant to an agreement signed between Pax Technology
Limited, a wholly-owned subsidiary of the Company (“Pax
Technology”), CSC ltalia S.c.a.r.l. and the quotaholders of CSC
[talia, Pax Technology acquired and subscribed for an aggregate of
60% equity stake in CSC Italia in the forms of:

(i)  cash consideration amounted to European dollar (“EUR")
1,750,000 (equivalent to approximately HK$14,272,000)
paid to the original quotaholders of CSC lItalia;

capital injection of EUR500,000 (equivalent to
approximately HK$4,078,000) to CSC ltalia; and

gross contingent consideration of EUR750,000 (equivalent
to approximately HK$6,116,000) to the original
quotaholders of CSC ltalia.

Upon the completion of the acquisition on 20 April 2017, CSC
ltalia became a subsidiary of Pax Technology. Up to 30 June
2017, the total acquisition-related costs incurred in relation to the
business combination was approximately HK$570,000, in which
approximately HK$360,000 have been charged to administrative
expenses in the interim condensed consolidated income
statement for the period ended 30 June 2017.

BEAARZEMNBRAREERHIARA
A ([A&®HL]) - CSC Htalia S.c.a.rl.E2CSC
taliafd REFF B AFTEET 2 e B SR
U B8 & REBCSC ltaliad F£60%AE A %S -
AN b AR

()  MCSC htaliaRDEEF B A
841,750,000 T (M E R4
14,272,000 7T ) :

(i)  MCSC ltaliay¥ & 500,000 7T (F8E
R #4,078,00087T) : &

MCSC ltalia R D EEF H A X 3k
AR E750,000B8 7T (HEE R &
6,116,000/ 7T) °

(iii)

MR- Z—FmMA =+ A5 kEE®% - CSC
taliaf AE B R B AR -HEZT
—tFNA=TH WHESEEZAEERAE
4238 5 #9570,0007 7T + H 1 49360,0007%8
TEFABEZZ—tFA=1THIH
R EARAAR & W RN TTELE A -
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23 BUSINESS COMBINATION (continued) 23 EBEHt )
The provisional fair values of assets acquired and liabilities THREMNKERBREAEERAEEE
assumed, the consideration paid and the carrying value of non- NEEATE BXNIRERFEERER
controlling interests at the acquisition date are summarised in the KRR {E
table below:
HK$'000
FET
Consideration RE
Cash paid [EENEE 14,272
Capital injection = 4,078
Contingent consideration payable FERTSHARE 6,116
24,466
Recognised amounts of identifiable assets BATBNEERAEEGB/N
acquired and liabilities assumed ERRALE
Property, plant and equipment (Note 14) M- BRE KRB (A1) 1,706
Intangible assets — contractual customer BEEE-—AHNEP
relationships and others (Note 77) R REM (HiF17) 8,062
Trade receivables JRE s AR 3K 9,997
Cash and cash equivalents RekReEFED 5,087
Trade payables FEHBR K (7,950)
Other payables and accruals H R R ERT A (6,017)
Deferred income tax liabilities BEPREMEE (2,983)
Total identifiable net assets AR E E R AR 7,902
Non-controlling interests FEE AR (3,821)
Goodwill (Note 17) R (Hit17) 20,385
24,466
Cash consideration paid ENEeRE 18,350
Less: cash and cash equivalents acquired B BARSKASEED (5,087)
Net cash outflow on acquisition for the period R IR &R LR 13,263
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23

24

BUSINESS COMBINATION (continued)

The goodwill is attributable to a number of factors, amongst
others, to the synergies expected to arise after the Group's
acquisition of this subsidiary. None of the goodwill recognised is
expected to be deductible for income tax purposes.

The fair value of trade receivables is HK$9,997,000. The gross
contractual amount for trade receivables due is HK$9,997,000, all
of which is expected to be collectible.

The fair value of the acquired identifiable assets was provisional
pending receipt of the final valuations of those assets. Deferred
income tax liabilities of HK$2,983,000 have been provided in
relation to the fair value adjustments.

The contingent consideration represents the amount payable up
to EUR750,000 (equivalent to approximately HK$6,116,000) to
the original quotaholders of CSC Italia upon fulfillment of certain
profit targets. The potential undiscounted amount of all future
payments that the Group could be required to make under this
arrangement is between EURO and EUR750,000 (equivalent to
approximately HK$0 and HK$6,116,000).

The revenue included in the interim condensed consolidated
income statement since 20 April 2017 contributed by CSC ltalia
was HK$7,768,000. It had a net loss of HK$81,000 over the same
period.

Had CSC ltalia been consolidated from 1 January 2017, the
interim condensed consolidated income statement would
show pro-forma revenue of HK$1,618,385,000 and profit of
HK$253,448,000.

RELATED PARTY TRANSACTIONS

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

23

24

BERMBRARAR —2—tFHhHRE

¥BE0t )
BHENRERSERE  (HHa5E)RAE
= BRI B A A TR SE £ 1R
WIE B ERT S  BEHRRNE R
TEHRE TR S B A, -

JiE g B 3R A9 A 1B 459,997,000/ 7T » EI| B
JEURBR BV 484 #0458 429,997,000/ 7T
TEHR 2 ER AT A UR ] o

EHBO B EENATFEREEN
FUBZFEENRRMEER TRE
& RIS T B 52,983,000 TEH A
FEFBEIREE-

FER SR AR BIRNERE THEF B IZH
FERFCSC ltala R 1D BB B A Z HIBRZ
750,000 7T (18 E 7 476,116,000% 7T )
RNEBBERBZLHER RN R EERE
IR & 5N TOBUT £750,00080 7T (HHE
#9075 7 26,116,000/ 7T) °

BE-Z—+FMA-+H##E CSC ltalia®
BN EF AP B RG A RE RO BA R
7,768,000/ 7T © 1 % 7[R BA &5 18 /281,000
BITe

§CSC ItalaBE —ZF—+tF—H—HEE
EHAR BIPHAGRAGERERESR
5l 48 & UL A1,618,385,0005% 7T M 3k
253,448,000/ 7T °

BB L X5

i —B AT BN ERKKFEEESEMBA
TRAERMA TR T MG EREEE
HigMEBREE  AIZALTHABREZSA
H AN TERIRETT
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24 RELATED PARTY TRANSACTIONS (continued)
(a) Transactions with related parties
Except as disclosed below, the Group has no other

significant transactions with related parties for the six
months ended 30 June 2017.

24

BEARR S (&)

(a) HEEBSHXS
BTXFREN AEERBE T
—EXNAZ+ A I E B R

FIWEEMBEBRRH o
Unaudited
RISER

Six months ended 30 June

BEANAZ=+HLEAER

2017 2016
ZEB—+tF —E—RF
HK$'000 HK$'000
FTET FHETT
Rental expenses to a subsidiary of mEEEHE (RE) BRA A
Hi Sun Technology (China) Limited (I=B]) 2K B
("Hi Sun")* (Note (i)) XNELER (W) 714 787
Sales of electronic payment products MeEsMBRARIHEEETFX
to subsidiaries of Hi Sun (Note (i) EEm (HaE) 73,734 44,016
Purchase of raw materials from BBz HBATEERME
a subsidiary of Hi Sun (Note (ii}) (H7at(i)) 30,785 11,679
Commission income from a subsidiary of 8115 F5 < Bt &8 X 71 U Bx
Hi Sun (Note (iv)) BeWA (K5 0v)) 89 -

(ii)

(iii)

(iv)

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

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

The sales of electronic payment products to subsidiaries of Hi Sun
were transacted pursuant to the terms and conditions set out in the
framework agreement entered into by the Company and the relevant
party on 19 December 2012. The terms and conditions of the
framework agreement have been renewed on 31 December 2015.

Purchase of raw materials from a subsidiary of 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 terms and conditions of the framework
agreement have been renewed on 30 December 2016.

Commission received from a subsidiary of Hi Sun was charged at a
rate mutually agreed between the two parties.
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24 RELATED PARTY TRANSACTIONS (continued) 24 BEBAERS (@)
(b) Balances with related parties (b) EEREAHE T AVASER
The balances with subsidiaries of Hi Sun are unsecured, ZEHEEG B ARNES AE
interest-free and with a credit period of 60 days. 2B BWFe0REEH -
Unaudited Audited
RGEX BEZ
30 June 31 December
2017 2016
—E—+tF AN
~NAB=+H +=ZA=1+—8
HK$°000 HK$'000
THET FET

(i)  Amount due from a subsidiary () FEUEEEZ —RHEBAF

of Hi Sun O 76,488 65,196
(i) Amount due to a subsidiary iy ENEEz—EE QA
of Hi Sun EB 7,916 13,214
() Key management compensation () FEEBEAEWHE
Unaudited
REEERZ

Six months ended 30 June
BEAA=+tHILAHEA

2017 2016

—E—+tF —E-RF

HK$'000 HK$'000

FExT FHET

Fees e 2,120 1,566

Other emoluments: Habihe -

Basic salaries, other allowances EXRE< EEE K

and benefits in kind EYREF 1,099 1,872

Contributions to pension scheme RIREFTEIMHR 27 27

3,246 3,465
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25

72

EVENT AFTER THE REPORTING PERIOD

On 3 July 2017, Pax Technology entered into a share purchase
agreement with Kwang Woo and its existing shareholders to
conditionally acquire up to 80% of the issued share capital of
Kwang Woo (the “Acquisition”) at an aggregate consideration of
up to US$6,400,000 in up to four tranches. Subject to fulfillment
of certain conditions precedents, the Group shall acquire an
aggregate of 51% of the Kwang Woo's issued share capital
upon completion of the first tranche of the Acquisition at a
consideration of US$4,080,000. Immediately after completion of
the first tranche, Kwang Woo shall become an indirect subsidiary
of the Company and the accounts of Kwang Woo shall be
consolidated to the accounts of the Group. As at the date on
which the interim condensed consolidated financial information
was issued, the Acquisition has not been completed.
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