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GROSS PROFIT MARGIN

A=
2011 2012 2013 2014 2015
Year FE —TF R F T =F TG e

Gross Profit Margin (%) FEFE (%) 35.5 35.3 36.7 36.4 38.1

OPERATING PROFIT MARGIN

2011 2012 2013 2014
Year FE —E——F ZZET——F ET—=F ZZTOF
Operating Profit REEME (%)

Margin (%) 18.8 17.0 18.1 19.5 22.9
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Financial Highlights
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TURNOVER DAY SNOTE

g g

2011 2012 2013 2014 2015
Year EE —E——F ZT-——F ZT-=F ZTNF [tk
Inventory =1 157 105 139 114 112
Trade and bills receivables FEUTBR T I FE U 2248 167 152 147 118 121
Trade payable FE B TR 128 97 131 105 119
Cash conversion days ReEHmEH 196 160 155 127 115
Notes FisE

Inventory turnover days = Average Gross inventory balance/(Cost of sales for the year/365

days)

Trade and bills receivables turnover days = Average Gross trade and bills receivables balance/

(Turnover for the year/365 days)

Trade payable turnover days = Average Gross trade payable balance/(Cost of sales for the

year/365 days)

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

Trade payable turnover days

FRES U= THERFEESRER(FRHEERKE, 365
")

MR BR R K G R R A 8 A B = S R BR R R U AR A
@R (FREER,365H)
BRI B & = TR RREE(FRIEEKA, 365

H)

ReERPH-FEABAH+BRERRERREESA
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2015 2014
—E-hF —ET—NF +(-)
For the year ended B=+=-A=+—H
31 December (in HK$'000) EFE(FHET)
Revenue A 2,870,794 2,373,272 +21%
Gross profit EF 1,092,490 864,866 +26%
EBITDA EBITDA 662,977 467,195 +42%
Operating profit/profit before S|
income tax R BT 1S A A 657,973 463,194 +42%
Profit attributable to owners of the A&RQRIHFHE ARBGSEF (e #HE
company (excluding the share iBRRiERT BB M)
option scheme expenses) 635,426 420,413 +51%
Profit attributable to owners of the KA FHE AEEEF)
company 620,736 391,806 +58%
Research and development X
costs (included in administrative (BIEETHEARA)
expenses) (157,734) (113,841) +39%
At 31 December (in HK$'000) R+=—A=+—RA(F#&x)
Total assets BEMRE 4,080,199 3,334,313 +22%
Total liabilities BEBE 989,600 786,133 +26%
Total equity RS AREE 3,090,599 2,548,180 +21%
Net current assets REEERE 3,033,042 2,536,531 +20%
Per share (in HK$) SRGET)
Earnings per share FRRER
— Basic — ER 0.560 0.363 +54%
— Diluted — s 0.551 0.353 +56%
Proposed final dividend per ordinary &z &A%
share REARR S, 0.02 - -
Financial ratios [y 30
Gross profit margin ESS[E 38.1% 36.4%
Operating profit margin e T B 22.9% 19.5%
Net profit margin P AlpEspe 21.6% 16.5%
Current ratio e =& 4.1 42
Return on equity’ s ElER 20.1% 15.4%
Return on assets? & O] 572 15.2% 11.8%
Notes B 5

1 Return on equity = Profit attributable to owners of the company/Equity as at year end
2 Return on assets = Profit attributable to owners of the company/Total assets as at

year end

! BRI =ARRNE ANRERT,FRER
2 BERER=ARRFEARIGET, FREERE



Bank Card Transaction Flow of
Electronic Payment

IRITREBF IR AN

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

Cardholder
BFFA

Acquirer

Card Issuer , W
(e.g. payment process:
First Data of US, financial
Agricultural Bani

Association
gt
(e.g. Visa/lMasterCard/China UnionPay)
(BlanVisa/MasterCara/F E R )

Source: Analysys International, CSI

" E-payment Terminal solutions providers sell E-payment Terminal products
and provide related services to merchant service providers and acquirers.

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

"-"

1:

384:

58&6:

Cardholder purchases with card at a merchant through an E-payment Terminal.

The E-payment Terminal sends transaction data to the acquirer.

The acquirer sends authorisation request and verifies with the card issuer that the
card number and transaction amount are both valid through the network of card

association.

The card issuer verifies that the cardholder’s credit is sufficient and grants
authorisation.

The acquirer receives the response and relays it to the merchant.
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Terminal Products
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E-payment Terminal Products
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(for reference only)
SR raEm(iZHEE)

E-PAYMENT TERMINALS & 7 {348 3%

The below are D-Series, S-Series, Multilane-Series and Smart-Series
E-payment Terminal products. In general, most of the products are
embedded with built-in NFC function and able to accept all forms of cards.
S-Series divided to countertop and mobile payment terminal. The Multilane-
Series features a reliable capacity of capturing signature with anti-static
pen to enable easier transaction process. The Smart POS features a Android
payment devices.

THEADESG  SEF| - ZEBEES| REERINEFZEIRER - — K=
REIDEREMARNENFCIIEE - AIERSERE - SEIDASALFRHES
X - ZEBRIIREHHENETE - AR ENETHERN £
SIBREHEE - BREBET I RmEENLERRH L TRME -

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

3 Models: D180, D200, D210

. — RN ATREEVERER  WiE N IEREREE - ABEALERE A

B XENFCH IR E R
. A5 © D180 * D200 * D210

D180 D200 D210

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

. Models: S60, S80, S90, S58, S78, S500, S800, S900, $920

. — RN ATV AE R ﬁ?ﬂl%% CWERHEAR  BERERERR2ERSE
NEM  BEERREEEE  FELYE A STE —#I5EA -

° A5+ S60 ~ S80 ~ S90 + S58 + S78 » S500 + S800 * S900 * S920

S900 S90 5920

. General features: provide a fast and accurate touch response
capabilities, and able to be integrated with a variety of POS systems.

o Models: PX5, PX7, D800

. —REIE - ABREEENBRERE N

. AI5% : PX5 » PX7 ~ D800

PX7 PX5

Some of Our Products

. General features: Large and high-resolution capacitive touch screen,
dual cameras, fast thermal printer

. Model: A920

. —RE - BARIBEAMER - EGE

. S © A920
b -
L

/

BEFTENH

A920
CONSUMER ACTIVATED DEVICES 34 & & 2/E% 14

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

. Models: SP20, SP30, S200, S300

. —MREFIE - LIRS BE TR MRS RS

. AUgR : SP20 ~ SP30 + S200 * S300

S300 SP30
CONTACTLESS DEVICE EiEBREFHRE

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

3 Models: R50, R60, T610, T620

. —REMN ERAFEBAINMR LFA
MasterCard#PayPass & Visa #payWave

. #Ig% : R50 ~ R60 * T610 * T620

ZEENEFE B

R50
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Simplified Corporate Chart
RENiBER

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

PAX Global
Technology Limited

(Stock code: 327)
(Bermuda)

100%

Pax Technology Limited
((519)

100% 100% 100% 70%

Pax Computer Technology Wonder Pax Technology 1
(Shenzhen) Co., Ltd. (Shenzhen) Co., Ltd. Pax Technology, Inc. Pax Italia S.r.l.
(RO) rO) (USA) (Italy)

60%

Suzhou leasy Information

Technology Co., Ltd.

(PRC) *
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Simplified Corporate Chart
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Directors and Senior Mlanagement

EENSHRERE

As at 8 March 2016, the date of the Report of the Directors, the
biographical details of the directors (the “Directors”) and senior
management of the Company are as follows:

BOARD OF DIRECTORS

Executive Directors

NIE Guoming Chairman

Mr. Nie, aged 53, is the Chairman and an Executive Director of the
Company. He is responsible for the overall management and strategic
development of the Group. Mr. Nie has over 20 years of experience
in the card payment industry. He joined Pax Technology Limited (“Pax
Technology”) since its founding on 20 March 2000. He was the vice
president of Pax Technology from 20 March 2000 to 1 January 2001
and the president of Pax Technology from 2 January 2001 to 14 June
2010. He was appointed as the chairman of Pax Technology on 14 June
2010. Mr. Nie previously worked as an engineer in the Information
Technology Department of the Headquarters of China Merchants Bank
in the People’s Republic of China (the “PRC”) from 1996 to 1999.
Mr. Nie graduated from Tsinghua University in 1984 with a bachelor’s
degree in Radio Electronics and obtained a master’s degree in Radio
Electronics Engineering from Southeast University in 1991. He was
appointed as the Chairman and an Executive Director of the Company
on 1 December 2010.

LU Jie Chief Executive Officer

Mr. Lu, aged 51, is the Chief Executive Officer and an Executive Director
of the Company and the president of Pax Computer Technology
(Shenzhen) Co., Ltd. (“Pax Technology (Shenzhen)”). He joined the
Group in August 2001 and is responsible for managing all the business
development, sales and marketing functions of the Group in the PRC.
Mr. Lu has over 15 years of experience in sales and marketing in the
electronic payment industry and served a number of management
positions and executive role at Beijing Order Computer Company
("Beijing Order”), a system integration company, from 1998 to 2001,
including general manager of insurance department, general manager
of marketing department and vice president of the company. He had
also worked as an engineer of the Ministry of Geology and Mineral
Resources of the PRC and the Chinese Academy of Geological Sciences
from 1986 to 1994 and from 1994 to 1995 respectively. Mr. Lu holds
a bachelor’s degree from Chengdu Geology Institute. He obtained an
Executive Master of Business Administration degree from the Cheung
Kong Graduate School of Business in 2010. He was appointed as the
Chief Executive Officer and an Executive Director of the Company on
23 May 2013.
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Directors and Senior Mlanagement

EERSREIERE

LI Wenjin

Mr. Li, aged 52, is an Executive Director of the Company. He is
responsible for risk management and treasury management. He
is also responsible for overseeing operations of Pax Technology of
which he has been a director since 5 April 2000. Mr. Li has over 24
years of experience in investment and administrative affairs. Mr. Li
was the director of Hi Sun Information Technology Services Limited
(“HSITSL") from 1 August 1997 to 3 May 2005. HSITSL was a Hong
Kong company, which was a representative and purchasing office
engaging in general trading and provision of consultancy services.
HSITSL provided consultancy services to Pax Technology from 2002 to
2003. Mr. Li is also the managing director of Hi Sun Limited since 16
August 1999 and an executive director of Hi Sun Technology (China)
Limited (“Hi Sun”), a substantial shareholder of the Company, since
7 June 2001. He has also been appointed as an executive director of
both Hi Sun Limited and Hi Sun and certain of their subsidiaries. Prior
to joining Hi Sun Limited in 1999, he worked for several companies in
the PRC and Hong Kong, including Beijing Order from 1994 to 1995
where he was responsible for investment and administrative affairs.
Mr. Li obtained a master’s degree in law from the Peking University in
1989. He was appointed as an Executive Director of the Company on
24 February 2010.

Independent Non-Executive Directors

YIP Wai Ming

Mr. Yip, aged 50, was appointed as an Independent Non-Executive
Director of the Company on 1 December 2010. Mr. Yip is currently an
independent non-executive director of Ju Teng International Holdings
Limited (EBEIE A% AR A ), Far East Horizon Limited (BB Z1E
BPFRA 7)), Poly Culture Group Corporation Limited (& F| 32/t 5 B %
3 AFRAF) and Yida China Holdings Limited ({EE R BEZRERA
7)), all of which are companies listed on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”). Mr. Yip graduated from The
University of Hong Kong with a bachelor’s degree in social sciences in
1987. He also holds a bachelor’s degree in laws from the University of
London. Mr. Yip is a fellow of the Association of Chartered Certified
Accountants, and a member of the Hong Kong Institute of Certified
Public Accountants and the Chinese Institute of Certified Public
Accountants.
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Directors and Senior Mlanagement

SERSREIERE

WU Min

Dr. Wu, aged 44, was appointed as an Independent Non-Executive
Director of the Company on 1 December 2010. Previously, Dr. Wu
was an assistant professor at The Hong Kong University of Science &
Technology Business School and The University of Hong Kong School of
Business. Dr. Wu has been teaching International Accounting Standards,
US Generally Accepted Accounting Principles and Chinese Accounting
Standards. Her academic research achievements in identifying US
accounting restatements and frauds were reported by various media,
including the Wall Street Journal, New York Times, Business Week,
Fortune, CNN, etc. Dr. Wu used to cooperate with major accounting
firms and the Public Company Accounting Oversight Board (US) in
research in the areas of accounting manipulation and frauds by US
listed companies. She also provides professional interpretation and
analysis services for investment funds on accounting standards and on
listed companies’ financial statements. Dr. Wu graduated from Peking
University with a bachelor’s degree in Economics in 1994. Dr. Wu
obtained a master’s degree in Economics from Tufts University in 1996
and a Ph.D. in Accounting from Stern School of Business, New York
University in 2003.

MAN Kwok Kuen, Charles

Mr. Man, aged 57, was appointed as an Independent Non-Executive
Director of the Company on 1 December 2010. Mr. Man graduated
from The University of Hong Kong with a bachelor’s degree in laws in
1981. Mr. Man was admitted as a solicitor in Hong Kong in 1984 and
has practised as a solicitor at Joseph S. C. Chan & Co. (formerly known
as Chan and Lo) in Hong Kong since then. He is currently a partner of
Joseph S.C. Chan & Co.
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Directors and Senior Mlanagement

EERSREIERE

SENIOR MANAGEMENT

For the year ended 31 December 2015, Mr. Luo Shaowen and Mr. Lee
Chris Curl were the Company’s senior management.

LUO Shaowen

Mr. Luo, aged 47, is the executive vice president of Pax Technology
(Shenzhen). He is responsible for the procurement and supplies
activities, and oversees the finance of the operations in Shenzhen.
Mr. Luo graduated from Wuhan University with a bachelor’s degree
in economic management. Mr. Luo has over 19 years of experience
in the card payment industry and over 14 years of experience in
financial administration and supply chain management. He joined
Pax Technology (Shenzhen) in December 2004 as the chief financial
officer. Prior to joining the Group, Mr. Luo served various management
positions including general manager of the Zhuhai Branch of Beijing
Order.

LEE Chris Curl

Mr. Lee, aged 39, is the Chief Financial Officer and Joint Company
Secretary of the Company. He is responsible for overseeing the
business development, operation and finance, compliance, merger
and acquisition, and investor relations of the Group. He joined PAX
as the Group Financial Controller in August 2011. Prior to joining
PAX, Mr. Lee was the Group Finance Manager of a family-owned
investment firm where he oversaw the business development and
finance operation. He also worked as an associate in Harvest Capital
Partners, a Greater China real estate private equity fund, and account
manager of Global Commodities finance in Fortis Bank. Mr. Lee started
his career with Deloitte and later Ernst & Young specialising in assurance
advisory of financial services sector. Mr. Lee graduated with a Masters
of Commerce majoring in Funds Management from The University of
New South Wales, Australia and a Bachelor of Commerce majoring in
Accountancy from University of Wollongong, Australia. He is a member
of Chartered Accountant in Australia, Certified Public Accountant in
Hong Kong, and chartered holder of Financial Risk Manager in the
United States.
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Chairman’s Statement
FRERS

Dear Shareholders,

On behalf of the board of Directors (the “Board”) of PAX Global
Technology Limited (“PAX", and together with its subsidiaries, the
“Group”), | am pleased to present the annual report of the Group for
the year ended 31 December 2015.

FINANCIAL RESULTS

The year 2015 was a fruitful year for the Group, as the Group’s
turnover amounted to HK$2,870.8 million, representing a growth
of 21% compared to HK$2,373.3 million in 2014. The annual sales
volume of electronic funds transfer point-of-sale terminal (“E-payment
Terminal”) exceeded 4.2 million units, which is one of the meaningful
milestones of PAX. Profit for the year attributable to owners of the
Company was HK$620.7 million, representing a growth of 58%
as compared to HK$391.8 million in 2014. Excluding share option
scheme expenses, profit for the year attributable to owners of PAX was
HK$635.4 million, representing a growth of 51% as compared with
last year. Basic earnings per share for the year was 56.0 HK cents (2014
36.3 HK cents).

In 2015, the PRC excluding Hong Kong, Macau and Taiwan (“China
Market"”) recorded a turnover of HK$1,529.9 million, representing
an increase of 10% as compared to HK$1,386.0 million in 2014. The
increase in the turnover of the China Market was attributable to the
prevalence of cashless payment and the increase of shipment volume to
China Unionpay Merchant Services Co., Ltd. ("UMS") and the financial
institutions.

The overseas markets turnover of the Group was HK$1,340.9
million in 2015, representing an increase of 36% as compared to
HK$987.3 million in 2014. All overseas business units recorded
growth, especially United States of America and Canada Region
("USCA") and Latin America and Commonwealth Independent States
(“LACIS™) region business units. Moreover, the share of the overseas
markets in aggregate turnover was 47%, as compared to 42% in the
corresponding period last year.

* Overseas markets and China Market turnover classification is according to locality of
customers.
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OUTLOOK

According to the global ranking of shipments in 2014 as stated in The
Nilson Report, an authoritative magazine on the payment industry,
published in July 2015, the growth in shipment volume of PAX reached
47%, which was the fastest growth among the three international
E-payment Terminal providers in the world. By each of the regional
rankings, PAX also took the leading position in most of the regions,
proving that PAX has been recognised as one of the global mainstream
brands through years of effort.

In the China Market, PAX maintains its leading position through various
transformations. As one of the leaders providing middle-to-high-end
products, PAX is well recognised by financial institutions and the third-
party payment service operators (the “Operators”) for its products.
In 2015, not only did the Group continue to be the major payment
terminal provider for most financial institutions, but it also constantly
explored new customers. Targeting on the Operators and vertical
applications, we speeded up to invest in developing new products. It
is expected that these two segments will become a growing force in
the coming years. In recent years, we actively and closely cooperated
with raising licensed Operators, which brought abundant harvest to
PAX. Meanwhile, in response to the expansion of the mobile payment
sector, the cooperation between financial institutions and mobile
handset manufacturers or telecommunication operators promoted
the development of the sector as a whole, which will provide huge
opportunities to E-payment Terminal solution providers in the future.
We will endeavor to capture these opportunities to consolidate our
domestic market share.
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The successful experience in the China Market has established a
foundation for the expansion of PAX into the global market. In 2015,
PAX officially rolled out the high-end multimedia payment terminals
(the “Multilane”) designed specifically for the U.S. market, which only
a few providers around the world are able to develop and produce. It is
expected that such product will be rapidly promoted in other markets.
Deeply rooted in the local market, mobile E-payment Terminal (the
“mPQOS") has prompted PAX to be one of the largest providers of mPOS
in Brazil. Since its launch in 2014, mPOS has been gradually enhanced
in terms of functionality, physical design, compatibility and use of
materials, so as to be compatible with various types of application
settings.

In addition to providing stronger technical support to the existing
partners and distributors worldwide, PAX has sought for local partners
with good reputation and operating capacity in each major market.
The goal of “global presence” has thus been achieved. In 2015,
PAX successfully expanded to the mature markets, such as the U.S.,
Germany and ltaly; in emerging markets, such as Middle East, Africa,
LACIS and Asia Pacific except for Mainland China (“APAC"), PAX's
leading position has already been strengthened. It is expected that
overseas markets will become a growth factor for our sales income,
and its proportion will gradually be increased, in 2016.

R&D capability is one of the key competitive advantages of the Group.
The number of employees in the R&D team increased by 22% to 509
as at the end of 2015, accounted for 52% of all employees. Apart from
the R&D centre in Shenzhen, the Group’s R&D presence has expanded
to Arizona State in the U.S., as well as Chongging and Hangzhou in
the PRC, etc. Pax Computer Technology (Shenzhen) Co., Ltd. (“Pax
Computer Shenzhen”), a wholly owned subsidiary of the Company,
is recognised as a new advanced technology enterprise, and Wonder
Pax Technology (Shenzhen) Co. Ltd (“Wonder Pax"”), a wholly owned
subsidiary of the Company, obtained an approval from the relevant
tax authorities in April 2015 for a preferential tax treatment, showing
PAX's commitments and devotion to R&D. The Group will increase R&D
investment and enlarge the R&D team to develop new products as well
as optimise existing products to meet the needs from different users
around the world.
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In addition, PAX will actively seek merger and acquisition opportunities
with tech companies which will benefit us in technical aspects or
in relation to our upstream supply chain management to boost our
R&D capability. At the same time, we will also look for merger and
acquisition opportunities which can speed up our accreditation
progress, enabling PAX to provide one-stop service and increase our
opportunities in acquiring recurring income in the downstream. In
December 2014, Pax Technology Limited (“Pax Technology”), a wholly
owned subsidiary of the Company entered into an agreement with the
shareholders of Nanchang Kashuo Information Technology Company
Limited (“Nanchang Kashuo"”) to acquire an attributable 51% equity
interest in Nanchang Kashuo, so as to enable the Group to go in the
direction of “Big Data”, as well as directly establish a relationship with
merchants and maintain sustainable income. This acquisition is almost
completed. In July 2015, Pax Technology completed the subscription for
quota representing 70% of the distributor Pax Italia S.r.I. (“Pax Italia”)
enlarged corporate capital. Pax Italia is a system integrator which
integrates patent software of a number of European banks into the
points-of-sales (“POS") platform of the Group, and offers after-sales
services for a wide range of product models under the Group. Through
providing a stronger financial support and other corporate support to
which, the business expansion in the European markets of the Group
will be facilitated. In November 2015, Wonder Pax entered into an
agreement with Suzhou leasy Information Technology Co., Ltd. (“leasy”)
and its shareholders, to acquire and subscribe for an aggregate of
60% of the enlarged equity interests in leasy with RMB 30 million.
Such acquisition and subscription completed in February 2016. leasy
is a provider of intelligent hardware and enterprise resource planning
management (the “ERP") software for the catering industry. To cope
with the trend of Smart E-payment Terminal (the “Smart POS”) in
Mainland China, the Group will be able to integrate the applications
and the solutions for the catering industry operating on Smart POS,
so as to provide value-added services to the merchants. Furthermore,
the Group plans to integrate the ERP system of leasy and the customer
relationship management (“CRM") system of Nanchang Kashuo to
create a comprehensive marketing and integration solution.

Note: None of the three acquisitions and subscriptions above constitutes a discloseable
transaction of the Company under Rule 13.09, Chapter 14 and 14A of the Listing
Rules, or in accordance with the Inside Information Provisions (as defined under the

Listing Rules) under Part XIVA of the Securities and Futures Ordinance.
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In the coming year, PAX will continue to expand the foothold along the
payment value chain and enrich the revenue model. On the basis of a
comprehensive product line of E-payment Terminal and high quality
services, it will enlarge the revenue from the bank card promotion
and big data analysis from Nanchang Kashuo, vertical applications
of leasy for catering industry, as well as the maintenance, installation
and software development services of Pax Italia. Management will also
proactively seek for other projects that create synergy for the Group
to strengthen sales channels, increase software support and service
income, and elevate the leading position of PAX in the global market.
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The Group is an innovative global E-payment Terminal solutions
provider engaged in the development and sale of E-payment Terminal
products and provision of related services (collectively the “E-payment
Terminal solutions business”). Owing to its outstanding services and
leading position, PAX is one of the fastest growing suppliers in the
payment industry which possesses the most advanced production
facilities, excellent research and development (“R&D") capabilities as
well as sales networks and cooperation channels around the globe.
Today, the Group has a huge customer base and works with nearly
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.

MARKET OVERVIEW

Having at least 10% annual growth in global E-payment Terminal
shipment since 2010, there were numerous mergers and acquisitions
within the industry which brings along tremendous opportunities
in mature and emerging markets to PAX. After years of hard work,
PAX's global market share has continuously recorded notable growth,
especially the rapid growth in overseas sales. The contribution from
overseas markets to the total turnover increased with the approximate
percentage from 22% in 2010 to 47% in 2015. It is expected that the
contribution from overseas markets to the total turnover will continue
to increase in the coming years. This trend has established our target to
become one of the leading E-payment Terminal solutions providers in
the world.

OVERSEAS MARKETS

Significant Room for Growth in Emerging Markets with
low penetration rate

According to The Nilson Report issued in July 2015, Asia Pacific
region (including Mainland China), Middle East and Africa and Latin
America accounted for 75% of global shipment volume in 2014. The
penetration rate of E-payment Terminals in these emerging markets
was far below than that in mature markets. With a booming middle
class, the pace of domestic financial computerisation has accelerated.
The number of E-payment Terminals installed per 1,000 inhabitants
in major countries, such as India, Indonesia and Russia is less than 10
on average. It is expected that there will be a strong demand growth
of E-payment Terminals in these regions in the coming years. At the
same time, government promotion is another growth catalyst in Russia,
Middle East and Africa. The advent of mPOS captured many micro
merchants in emerging markets such as Brazil, India and Indonesia and
gave more room for growth to the industry.

and Analysis
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In major emerging markets around the world, PAX has become one of
the market leaders. In most of the areas in the APAC region, PAX has
already secured a leading position. With its comprehensive product
line and adaptation to the local infrastructure environment, PAX has
become one of the major E-payment Terminal providers in Hong
Kong, Macau, Taiwan, Vietnam and New Zealand. As at the end of
2015, PAX worked with one of the largest acquiring banks in Taiwan
to install mPOS into 14,000 taxis, which enhanced the efficiency of
payments and improved the in-taxi payment system. In October 2015,
PAX successfully became one of the major providers of Bank Rakyat
Indonesia in Indonesia. In India, the direct sales team of PAX and its
local partners have begun to make sales contribution. In the LACIS
region, Brazil is the largest economy with approximately 8.5 million
small and micro merchants according to statistics. PAX has become the
first provider which obtained all required certifications in Brazil with
its prescient strategies at the end of 2014 and commenced launching
mPOS with new features and enhanced functions customised for the
market demand in 2015. These have made PAX the absolute leader
in the Brazilian mPOS market. In Middle East, PAX has already been in
a leading position where the Group’s mPOS was awarded an Award
of Excellence by a payment processing company in Middle East in
November 2015 and selected by a renowned fast-food restaurant
chain in launching its delivery service; Multilane is also planned to be
initiated in the Middle East in order to enhance customers’ experience
of the retail terminals. In November 2015, PAX became one of the
major payment terminal providers of the Sberbank in Russia; hence it is
optimistic towards the growth in overseas sales in the coming year.

According to The Nilson Report issued in July 2015, PAX’'s market share
of E-payment Terminal shipments in the Middle East and Africa, the
Asia Pacific and Latin America reached 15%, 13% and 9% in 2014,
respectively, which are expected to rise next year.
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Increasing Requirement in Security in the United States
of America ("US") after Europay, MasterCard and Visa
(“EMV") Migration

Since October 2015, the US has officially established Fraud Liability
Shift, in which merchants are required to upgrade or replace their
E-payment Terminals by adopting the chip-and-pin or near field
communications (“NFC"”) in replacement of the magnetic swipe-
and-sign system. If a counterfeit transaction occurs on an E-payment
Terminal which only accepts magnetic strip card payments, the
merchant will be liable for the fraud as its E-payment Terminal has not
been EMV certified. According to the estimation by industry experts, as
of the end of 2015, approximately 7 million to 9 million card accepting
facilities needed to be replaced. The annual demand of E-payment
Terminals in the US in the coming three years is expected to raise
significantly from the existing level.

The US market has been very mature. Participation by various market
players in the payment value chain has led to high industry barriers.
Since from the Group established its subsidiary, Pax Technology Inc., in
the US in 2008, we strived to develop the Integrated Payment Solutions
and simplify the payment procedures of merchants and reduce the
operating costs, such as labour costs. As an E-payment Terminal
Solutions provider, PAX provides not only secure payment processing
facilities, but also solutions for integrating E-payment Terminal, cashiers
and commercial terminals. PAX's Terminal Management System (“TMS")
is popular and widely-used by merchants in the US. This innovation
allows merchants to receive information of immediate sales and
management system through computers, tablets or mobile phones,
emails or text messages in different retail settings.

EMV migration, merchants’ awareness of data security and the needs
in controlling operating costs have provided unique opportunities for
PAX to develop in the US market. Currently, several pilot projects have
been smoothly undertaken through the cooperation with retailers. The
development of PAX in the US market will most likely accelerate in the
coming years.

Industry consolidation brings with expansion opportunities
Over the past few years, there were numerous mergers and acquisitions
in the payment industry including horizontal and vertical acquisitions.
To date, PAX is the only Asian E-payment Terminal solutions provider
which ranks alongside other international mainstream providers. PAX
has a complete product portfolio. Meanwhile, our products are sold
to all major global markets while our services are provided to the local
partners. We have confidence and ability to continue capitalising our
good international reputation to seize the expansion opportunities
of industry consolidation and raise the market share of E-payment
Terminal sales as well as increasing the transaction service income.

and Analysis
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CHINA MARKET

Acceptance of bank cards has been improving

According to China payment industry data released by the People’s
Bank of China (“PBoC"), the number of in-network bank card
merchants reached 15.14 million as of third quarter of 2015 (third
quarter of 2014:10.91 million) and in-network E-payment Terminals
continued to grow to 19.89 million units (third quarter of 2014: 14.67
million units), with an increase of 36% or 5.2 million units. Today, the
penetration rate of E-payment Terminals in the China Market is still
relatively low, representing large room for growth. More and more
consumers are getting used to payment by bankcards. As of third
quarter of 2015, there were 5.252 billion cards issued in Mainland
China, which increased 10.7% or 0.506 billion as compared with
third quarter of 2014, while the number of bankcards held per capita
was 3.85 (third quarter of 2014: 3.5). The habit of settlement and
acceptance of payment and purchases with bank cards have been
successfully extended to medical, education, transportation, insurance
and telecommunication services from traditional commercial retail, food
and beverage and hotels etc. Mainland China has become one of the
biggest bank card issuers and one of the fastest growing markets with
the most potential in the global bankcard business industry.

The emergence of diversified payment methods, such as
NFC and QR code

PBoC and China UnionPay are proactively building the electronic
terminal network with NFC. More than 700 million chip cards with
“Quick Pass” function have been issued by China UnionPay globally.
Over 7 million E-payment Terminals support the “Quick Pass” function
in the Mainland China while around 100,000 E-payment Terminals in
overseas markets such as Australia, Korea, Hong Kong, Macau, Taiwan
and Singapore, have started to accept “Quick Pass”. In December
2015, China UnionPay allied with 15 commercial banks to promote
the “Cloud Quick Pass”, which applies HCE technology and enter
into cooperation with “Apple Pay” launched by Apple Inc., and with
“Samsung Pay” by Samsung Electronics respectively. It is expected that
the demand for E-payment Terminals with built-in NFC and wireless
communication functions will be stimulated in the China Market.
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Additionally, alongside with the development of QR Code as a
payment method, PAX stays abreast of the latest trends of the industry
development and pioneered upgrading its conventional E-payment
Terminals with the QR code payment function. With the functions of
displaying or scanning QR code, PAX E-payment Terminals not only
carry functions for bankcard payment in compliance with the security
standards in the industry but also support the latest QR code payments.
Therefore, the innovation achieves perfect integration of online and
offline payments.

The Operators have become one of the main forces

Since PBoC gradually issued the third party payment licenses to 270
companies from 2011, over 60 of those companies obtained bankcard
acceptance licenses. Those Operators and their agents have become
the major force for the growth of E-payment Terminal markets and
actively expanded the second, third and fourth level merchants in
second and third tier cities in Mainland China, which contributed to a
large popularity of the E-payment Terminal products in China Market
in recent years. To date, Operators have recorded the fastest growth
in the acquiring business alongside UMS and financial institutions.
Based on the continuous requirements for upgrading from consumers
and merchants, PAX worked with an Operator to launch a brand new
Smart POS, the first innovative design of PAX that is based on the
Android system and combines smartphones and secure contactless
payment terminals. The product supports QR code payment and back-
end management system of merchants. The trend of an intelligent,
mobilising E-payment Terminal and its operations under big data is
inevitable.

and Analysis
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FINANCIAL REVIEW M E R
The key financial figures for the year ended 31 December 2015 are HE-—T—AF+-_A=+—HBULHFENTEH
extracted as follows: BEIEmEET

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

2015 2014
—E-RF —ET—OF
HK$'000 HK$'000
FHET FET +/(-)
Revenue A 2,870,794 2,373,272 +21%
Gross profit EF 1,092,490 864,866 +26%
Other income EH bl A 109,235 70,445 +55%
Selling expenses HERY (235,715) (218,568) +8%
Administrative expenses 1THER (308,037) (253,549) +21%
Operating profit/profit before vyl
income tax Y SRE Tl 657,973 463,194 +42%
Income tax expense FriS iR~ (37,687) (71,388) -47%
Profit attributable to owners of VIN/NEIE=Y =N
the Company FE {3 F 620,736 391,806 +58%
EBITDA EBITDA 662,977 467,195 +42%
Research and development costs HEEF XX
(included in administrative expenses) (&L ETTIECEHA) (157,734) (113,841) +39%
As at 31 December
®+=A=+-—H
2015 2014
—B-EF —E-mE
HK$’000 HK$'000
FET FAET +/(-)
Total current assets mEBEERE 4,020,585 3,322,664 +21%
Total non-current assets EMBEERE 59,614 11,649 +412%
Total assets BERE 4,080,199 3,334,313 +22%
Total current liabilities mENaERE 987,543 786,133 +26%
Total non-current liabilities JEmEaEesE 2,057 - -
Total liabilities BEEHE 989,600 786,133 +26%
Net current assets REEEFE 3,033,042 2,536,531 +20%
Total equity R 4EER 3,090,599 2,548,180 +21%
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For the year ended 31 December
BE+=-A=1+—HLEFE

2015 2014
—E-HF —T-EF +(-)
PER SHARE DATA SREE
Earnings per share for the profit ZANSIESYSDN
attributable to owners of FEAE &R T &Y
the Company R &
— Basic (HK$) — BEARGEIT) 0.560 0.363 +54%
— Diluted (HK$) — #H(BT) 0.551 0.353 +56%
For the year ended 31 December
BE+-—A=1+—HLEE
2014
—E—[0F
FINANCIAL RATIOS Bt =
Gross profit margin FEH= 38.1% 36.4%
EBITDA margin EBITDAX 23.1% 19.7%
Net profit margin SERE R 21.6% 16.5%
Revenue WA

Turnover increased by 21% or HK$497.5 million to HK$2,870.8 million &X¥HEHHE_ZT—NE+_A=+—HBILF
for the year ended 31 December 2015 from HK$2,373.3 million for E#2,373.388ETEM21%549758 8%
the year ended 31 December 2014. Turnover from the China Market TEZEHZE-ZT—AFT-_A=1+T—HBHIFEHK
grew by 10% year on year or HK$143.9 million to HK$1,529.9 million.  2,870.8 B & & TT « 2R B B M5 & ERIRF
Similarly, turnover from overseas markets grew by HK$353.6 million to ~ #E/110%3143.98 & ELE1,529.98 &E T
HK$1,340.9 million, representing a growth of 36%. Btk BN G E EFEIEIN353.6 B &%
1,340 9B 8B T - HR36% °

T o
TLE

Sales by Product Category BREEMEXAE

1% 1% 1% 1%
1% 3% 1% o E-payment Terminals
94% 94% BFXARIE

4%
-\

Consumer
activated devices

SHEBEERIERE
[ ] Contactless devices

FREBVEFRE

([ ] Services

AR

Others
Hith
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For the year ended 31 December
BE+=-A=1+—HLEE

2015 2014

—E-RF —ET—OF

HK$'000 HK$'000
FHET FET +/(-)
E-payment Terminals BF T4 2,711,313 2,221,605 +22%
Consumer activated devices SEHEE IR VERE 103,855 91,733 +13%
Contactless devices B ERERE 5,840 11,537 —49%
Services AR 7% 29,401 26,435 +11%
Others* Hith* 20,385 21,962 7%
2,870,794 2,373,272 +21%
* Amount mainly represented accessory items sold to customers. Examples of such * FHeREZRAEFHENRY - ERRMFEER

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

E-payment Terminals

Turnover from the sale of E-payment Terminals increased by 22%
to HK$ 2,711.3 million for the year ended 31 December 2015 from
HK$2,221.6 million for the year ended 31 December 2014. Turnover
growth has been driven by the increase in both China and overseas sale
during the year.

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

Consumer Activated Devices

Turnover from the sale of consumer activated devices increased by
13% to HK$103.9 million for the year ended 31 December 2015
from HK$91.7 million for the year ended 31 December 2014. Since
2014, there has been increasing demand in PIN pads as a result of the
provision of PAX's integrated payment solution in APAC and USCA.
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Contactless Devices

Turnover from the sale of contactless readers decreased to HK$5.8
million for the year ended 31 December 2015, and by 49% from
HK$11.5 million for the year ended 31 December 2014. The fall in
demand was mainly because that our upgraded E-payment Terminals
generally have built-in contactless card reader.

Services

Turnover from the provision of services increased by 11% to HK$29.4
million for the year ended 31 December 2015 as compared to HK$26.4
million for the year ended 31 December 2014. Maintenance services
made up the bulk of service income and were mainly generated in

and Analysis
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Sales by Geographical Region R BEDENEXETE
58% 42% 47%
Overseas Markets
BINTIS
[ ] China Market
FET S
2014
For the year ended 31 December
BE+-A=t—HLEE
2015 2014
—E-FF —T— O +/(-)
HK$'000 HK$'000
TERT T8
Overseas markets OIS 1,340,907 987,286 +36%
China Market TS 1,529,887 1,385,986 +10%
2,870,794 2,373,272 +21%
* Overseas markets and China Market turnover classification is according to locality of * NS R P E TS L XU S RESEESD -

customers.
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Turnover generated from China Market increased by 10% to
HK$1,529.9 million for the year ended 31 December 2015, from
HK$1,386.0 million for the year ended 31 December 2014. Turnover
generated from China Market accounted for 53% of total revenue
compared with 58% for the fiscal year of 2014. The growth was
mainly attributable to the increase of shipment volume to UMS and the
financial institutions.

Mainland China has experienced rapid economic growth in recent
years. However, the overall E-payment Terminal penetration rate is still
relatively low compared with that in mature markets. The bankcard
issuance and transaction volume continue to grow. The demand
for E-payment Terminals is still significant. As the China Unionpay’s
“Cloud Quick Pass” and ApplePay becomes one of the major tools for
payment, the demand for E-payment Terminals with built-in NFC and
wire-less communication functions will increase.

Turnover generated from overseas markets increased by 36% to
HK$1,340.9 million for the year ended 31 December 2015 from
HK$987.3 million in last accounting year. Turnover generated from
overseas markets accounted for 47% of total revenue, growing from
42% in fiscal year 2014. All overseas business units recorded growth,
especially USCA and LACIS region business units. North America,
Middle East, Africa and Latin America have become PAX’s key overseas
markets. As of the end of 2015, we had over 90 overseas distributors
and partners worldwide.

Gross Profit Margin

Gross profit margin for the year ended 31 December 2015 was 38.1%,
rise in 1.7 points as compared with 36.4% in last accounting year. The
increase was mainly due to an increase of contribution from overseas
sales and successful cost reduction.

Other Income

Other income comprised primarily of value added tax refund, interest
income from time deposit and subsidy income. It increased by 55% to
HK$109.2 million for the year ended 31 December 2015 from HK$70.4
million in last accounting year. The increase was mainly due to the
increase of value added tax refund and government grant and subsidy.
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Selling Expenses

Selling expenses increased by 8% to HK$235.7 million for the year
ended 31 December 2015, from HK$218.6 million for the year ended
31 December 2014. The increase was mainly attributable to the
significant increase of sales and after-sales service staff salaries and
commissions but was partly offset by the decrease of service charges.

Administrative Expenses

Administrative expenses increased by 21% to HK$308.0 million for the
year ended 31 December 2015 from HK$253.5 million in the preceding
financial year, mainly reflecting the expansion of R&D centres and
teams, staff salary raises and increase of tax.

Profit attributable to owners of the Company and Net
Profit Margin
As a result of the foregoing, the profit attributable to owners of the
Company increased by 58% to HK$620.7 million for the year ended
31 December 2015 from HK$391.8 million for the year ended 31
December 2014.

The net profit margin improved to 21.6% for year ended 31 December
2015 from 16.5% in the preceding financial year mainly as a result of
improved the effective tax rate decreased in the financial year.

OUTLOOK

To date, PAX has deployed more than 10 million E-payment Terminals
in over 100 countries and worked with nearly 90 distributors and
partners worldwide since the establishment of the Group. According
to a report issued by The Nilson Report in July 2015, PAX ranked third
place globally in terms of the shipment volume of E-payment Terminals
in 2014.

and Analysis
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INDUSTRY TREND

Offline Payment Remains Dominant; Cashless Payment
Gradually Overtakes Use of Cash

The global payment system is still dominated by offline payment. The
offline transaction by bank card far surpasses online payment both in
terms of the transaction amount and the total number of transactions.
As at the end of 2015, the sales volume of Ecommerce accounts for
only less than 10% of global retail sales, which means that offline
payment still accounts for a substantial proportion. As observed, the
recent development of emerging online payment tools like E-wallets,
which includes Alipay and Wechat Pay in Mainland China, has not
hindered the room for growth of offline payment, but enabled
Operators to vigorously develop new types of payment methods which
integrate online and offline payments. The future trend will possibly be
online payment dominates in the fields of small amount shopping while
offline payment still takes priority in terms of general consumptions,
especially for the large amount consumptions or large scale merchants
after taking into consideration of security concern, tax control and
commission charge. For instance, this industry trend is evidenced by the
circumstance that some North European countries have already taken
the lead to enter into a cashless society. PAX as an E-payment Terminal
solutions provider has its irreplaceable edge.

Innovative Technology Promotes the Requirements for
E-payment Terminals

Since the promotion of contactless payment such as PayPass and
payWave by Visa and MasterCard to Apple Pay launched by Apple Inc.
in October 2014, and “Quick Pass” and “Cloud Quick Pass” launched
by China UnionPay, NFC function has been gaining popularity and it is
expected to become an indispensible function in high-end E-payment
Terminals. Other technologies, such as QR code has been widely used
in Mainland China, photonic payment, signature capture, touch screen
and palm print identification which realises biological identification will
in turn provide the industry with growth opportunities.

PAX GLOBAL TECHNOLOGY LIMITED ANNUAL REPORT 2015
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“Cloud Platform” and “Mobile Payment” will be two of the trends for
payment innovation in the industry. In 2015, PAX unveiled the Smart
POS, an Android E-payment Terminals series. This is the first innovative
design based on the Android system and fusion between smart mobile
phones and secure contactless E-payment Terminals with a small and
trendy appearance and a 5-inch HD capacitive touch screen, a quick
thermal printer on the back, and it supports various communication
methods such as bluetooth, wireless network and 3G, etc. It is
equipped with dual cameras to support QR code payment. At the same
time, it offers the merchants with a wide variety of services such as
cash management, inventory control, contactless payment support,
collection and analysis of consumption data, loyalty and other value-
added services.

Such new product line will optimise PAX's existing broad product
portfolio of the secure E-payment Terminals and offer the merchants
new business development opportunities in the new mobile generation.

Overseas Markets

Overseas markets accounted for more than 80% of the sales volume of
E-payment Terminals globally and became the major growth driver for
PAX. Overseas markets enable the Company’s business to develop in a
steady and balanced way and also diversify our business risks. Currently,
PAX's mainstream products comply with or achieve better than
major international standards, and are accredited with international
certifications. For more than ten years, we have invested significant
resources in building our sales network, worked tirelessly with our
international partners and established specialised teams to focus on
major markets, including Europe, Middle East and Africa (“"EMEA"),
LACIS, APAC and USCA. Meanwhile, we also set up after-sales support
team for international sales. Besides China Market, several of PAX's
major customers are domiciled in overseas markets. In recent years, our
significant sales growth in overseas markets has attested to our efforts.

and Analysis
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North America, Brazil, the Middle East and Africa together with
Mainland China will be PAX’s four home based markets. Each market
is featured by huge potential, different characteristics and challenges.
After years of hard work, PAX has had direct sales teams or appointed
distributors with good track record and reputation to provide after-sale
services and software development support locally. Those overseas
markets with high entry barriers (e.g. certificates, TMS and application
software, etc.) tend to be less competitive and thus bring about
better gross profit. This represents a great opportunity for PAX as an
international mainstream brand. In regard to those major markets, we
successfully obtained stringent 3-level certificates. For instance, we
obtained the Class A certification accredited by a few of the largest
leading acquirers in the US. Further based on the success of mPOS
which has been well-accepted by the merchants, PAX will launch the
traditional E-payment Terminals into Brazil market which has a very
high threshold for certification. PAX's complete product lines, including
E-payment Terminals, mPOS and Multilane, can provide secure and
efficient payment solutions for all types of merchants. For example,
the mPOS introduced in Brazil in late 2014 has gradually entered into
other markets in 2015 and at present, some of the products have been
well-equipped with built-in GPRS communication module. According
to market estimation, the CAGR of global mPOS shipment from 2015
to 2022 will reach 47% with a huge growth potential. The Multilane,
launched in the beginning of 2015, has successfully entered into US
and the sales efforts on promotion are expected to increase in 2016.
Meanwhile, our customised products were also recognised well by
the clients in Middle East and Africa. In the coming years, we will
render more supports to overseas markets, such as TMS, application
development and software development kit. We will also strengthen
our promotion in overseas markets through participating in various
major industry exhibitions, so as to introduce the products of PAX to all
over the world and establish PAX as a globally renowned brand.

In addition, we succeeded to gain market share in Italy and Germany
in 2015. Our products also began to be sold in over 10 countries
in Eastern and Southern Europe including Bulgaria and Poland. The
management is confident that PAX will be one of the leading brands in
the European market and obtain a stable and prolonged market share
in the coming few years.
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China Market

Mainland China is the second largest economy in the world with huge
commercial potential yet to be tapped. In China Market, the payment
industry still has huge room for growth. Over the past several years,
the surge in consumer spending and the increasing demand for secure
and reliable payment methods have formed the foundation upon
which the E-payment Terminal solutions industry can flourish. Research
has indicated that the number of E-payment Terminals installed in the
Mainland China is about 13-15 terminals per 1,000 inhabitants in 2015
as compared to an average of 20-30 installed E-payment Terminals
per 1,000 inhabitants in certain mature markets. Further, according to
the review of China overall payment system published by PBoC, the
penetration rate of bankcards in the consumer business was 48.01%
as of third quarter of 2015. As compared to the mature markets, there
is still great room for increase in terms of cardholders consumption
per capita and per bankcard. On the other hand, the booming of
mobile payment and vertical application bring the merchants with a
replacement demand for Smart POS, while the demands for upgraded
future products will create a vast market share.

PAX is one of the leading E-payment Terminal providers in Mainland
China. PAX's customers include UMS, financial institutions and the
Operators. Some of them are the Group’s major customers. UMS,
financial institutions and the Operators together drove the market
growth. According to market data, in 2015, over 50% of the supplies
were provided by Operators, who spared no effort in identifying mid-
sized and small-sized merchants. The low penetration rate in second
and third tiers cities provided them with enormous room for business
growth. The support from the state policies aimed at facilitating
the economic development in less developed regions through the
accelerated economic flow of electronic payment. In the meantime,
taking into consideration of the deducted merchant acquiring rate,
tax control and management, transaction cost and security concern,
offline electronic payment became the first choice. It is expected that
the demand for mid-low end models among mid-sized and small-sized
merchants will experience significant growth. Alongside the prevalence
of IC Card and China UnionPay’s NFC standard “Quick Pass” carried
forward by PBoC and China UnionPay respectively, the demand for the
high-end built-in contactless function and mobile E-payment Terminals
will also grow. The strategy of PAX is to focus on three particular
customer groups (UMS, Financial Institutions and Operators) by offering
various integrated services.

and Analysis
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In the coming year, we will continue to look for other strategic business
partners to enter other market segments with a mix of products.
Capitalising Nanchang Kashuo's bank card promotion, CRM platform,
big data analysis, and leasy’s vertical application for catering industry,
PAX's revenue model in the Mainland China will be diversified.

OVERALL MANAGEMENT STRATEGIES

The corporate culture of PAX is adherence to compliance and prudence
while incorporating perseverance and creativity. The foundation of
the payment industry is security of transaction for consumers and
merchants while PAX places a strong emphasis on the provision of
secure and user-friendly payment solutions for them.

Expanding along the payment value chain through mergers and
acquisitions is the major development strategy for PAX over the past
few years. Opportunities arise in four significant areas in the payment
industry, namely, hardware infrastructure, software development,
service of payment solution and payment value-added services. In the
past few years, there were numerous mergers and acquisitions in the
payment industry. The key to success, whether online or offline, is
creating values for merchants. On the merchant side, combination of
the integrated payment solution and professional management tools
such as CRM or ERP system and the provision of integrated services to
merchants will be one of the trajectories the Group will deploy. PAX
has currently built a stronghold in the payment software and hardware
arenas of the payment industry. Based on the established advantages in
the E-payment Terminal market, PAX will continue to actively develop
services, data, offer convenience to merchants and integrate internal and
external systems through mergers and acquisitions in major markets.
Eventually, the goal is to establish a payment ecosystem across major
markets and completely cover the payment value chain. Among these,
additional E-payment Terminal product line, transforming overseas
distribution into a direct sales model, overseas payment gateway
(Gateway) for transaction processing services and payment-related
value-added services are the key layout. These business models will
ultimately build a direct relationship between PAX and the merchants,
transform to a recurring income model with stronger ties with customer
and higher gross profit and extend PAX's presence along the payment
value chain.
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In December 2014, Pax Technology entered into an agreement with
the shareholders of Nanchang Kashuo to indirectly acquire 51%
equity interests in Nanchang Kashuo. This acquisition is expected to be
completed soon. The income generating from the bank card promotion
of Nanchang Kashuo and its CRM platform may enable the Group to
go towards the direction of “Big Data”, as well as directly establish a
relationship with merchants and maintain sustainable income. In July
2015, Pax Technology completed the subscription for an amount of Pax
Italia, a distributor, representing 70% of the enlarged corporate capital.
Through providing a stronger financial support and other corporate
supports to which, coupled with software and hardware services in
order to strengthen the support to the regional distributors, sales
of Pax Italia in the Italian market in 2015 grew remarkably, leading
PAX to become one of the local leading brands. In addition, Pax Italia
engages in development and customisation software system for banks
in Italy and provides after-sales services for a wide range of models of
the Group’s products such as maintenance, installation, and software
development service. The acquisition may enhance the position of PAX
in the European market and facilitate the business expansion of the
Group in Europe. In November 2015, Wonder PAX entered into an
agreement with leasy and its shareholders, to acquire and subscribe
for an aggregate of 60% of the enlarged equity interests in leasy for
a consideration of RMB30 million. Such acquisition and subscription
completed in February 2016. leasy is a cloud-based ERP provider for
the F&B chains, providing software and hardware all-in-one solutions
to enhance use of technology in the catering industry. The platform
will enable the Group to foster the link between payment and the
operation of merchants in the catering industry. As the consumption
among local people in the Mainland China continues to grow, we
are confident that these value-added services will consolidate PAX's
leadership in the Mainland China. Through these projects, the Group is
confident it can create the new generation Smart POS, with ERP, CRM
functions, and generate further recurring service income in three to five
years.

Notes: The aforesaid three acquisitions and subscriptions of the Group neither constitute
the discloseable transactions of the Company under Rule 13.09, nor notifiable
transactions under Chapter 14 of the Listing Rules.
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PAX has been operating with an asset-light business model and
maintain an excellent and stable partnership with every supplier in
order to source its product assembly and procession to independent
EMS manufacturer and devote the resources of the Group to R&D and
sales. Looking forward, PAX will continue to focus on strengthening
and enhancing our R&D capabilities as well as establishing global
sales network. Not only is R&D the foundation of secure payment but
it is also the core competitiveness of PAX. PAX keeps on expanding
the R&D team to cope with the rising application needs. Among
which, a R&D centre has been set up in Arizona in the US. The
overseas software engineer team develops applications targeting on
the US market. A number of R&D teams have been newly formed in
Hangzhou and Chongging in the PRC to support overseas markets.
Many of PAX's products passed rigorous testing procedures of China’s
State Cryptography Administration and successfully obtained special
cryptographic certification. In the international market, PAX's key
injection facility (KIF) has been certified PCI PIN security requirements.
We enhance R&D investment continuously, recruit the experienced and
top hardware and software key designers in the industry and retain the
talented employees through effective incentive mechanism. In 2015,
the Group established a new business sector and was committed to the
development of new Smart POS. In few years ahead, PAX will have the
opportunities to build direct and close relationship with merchants and
participate in the bank card promotion market in the Mainland China
with a scope of tens billions every year.

In short, our long term goals are to enhance R&D (for example
software application), develop new models of E-payment Terminal,
raise the service income proportion to 20% in five years, consolidate
sales network and to seize the growth opportunities in the global
market through mergers and acquisitions. Leveraging our strong
position in E-payment Terminal solutions in the China market and the
comprehensive global market experience, we are certain to capture
the business opportunities arising rapidly from the Mainland China and
emerging markets as well as other important international markets. We
believe we are moving forward to become one of the forerunners in
the E-payment Terminal multi-solutions around the globe.
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Liquidity and Capital Resources

During the years of 2014 and 2015, the main source of funding to
the Group was the proceeds generated from operating activities in the
usual course of business of the Company. Certain financial data are
summarised as follows:

and Analysis
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As at 31 December 2015, the Group had cash at bank and on
hand and short-term bank deposits of HK$2,144.3 million (2014
HK$1,918.7 million) and no short-term borrowings (2014: Nil). As at 31
December 2015, the Group reported net current assets of HK$3,033.0
million, as compared with HK$2,536.5 million as at 31 December
2014. For the year ended 31 December 2015, net cash generated from
operating activities was HK$317.1 million, as compared with net cash
generated from operating activities of HK$154.3 million for the year
ended 31 December 2014. For the year ended 31 December 2015, net
cash used in financing activities of HK$4 million as compared with net
cash (used in)/generated from financing activities of HK$74.1 million
for the year ended 31 December 2014.

Capital Structure and Details of Charges

As at 31 December 2015, the Group did not have any borrowings or
charge on Group assets, and the gearing ratio is not applicable (2014:
Nil). As at 31 December 2015, approximately HK$1,029.0 million,
HK$849.0 million, HK$246.4 million and HK$19.9 million (2014:
HK$891.5 million, HK$726.7 million, HK$300.4 million and HK$0.1
million) of the Group’s cash balances were denominated in Renminbi
("RMB"), Hong Kong dollar (“HK$"), United States dollar (“US$") and
European dollar (“EUR") respectively.
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Significant Investment
Save as disclosed in this annual report, the Group held no significant
investment as at 31 December 2015.

Material Acquisition and Disposal of Subsidiaries

Save as disclosed in this annual report, the Group did not have any
material acquisition or disposal of subsidiaries during the year ended 31
December 2015 (2014: Nil).

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

As at 31 December 2015, the planned and utilised amounts of usage
of total net proceeds are as follows:

and Analysis
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B EEBAEH

HK$ million HKS$ million

BAEER BEET

Enhancing research and development effort  hnARFEER A 322.4 322.4
Expanding distribution network HER D A 120.8 120.8
Potential merger and acquisition BIEOHE 282.1 89.2
General working capital —MREEER 80.6 80.6
805.9 613.0

Future Plans for Material Investments or Capital Assets
Save as disclosed in this annual report, there was no specific plan for
material investments or capital assets as at 31 December 2015.

Exchange Rates Exposure

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

Contingent Liabilities
The Group had no significant contingent liabilities as at 31 December
2015.

Human Resources and Remuneration Policies

The total number of employees of the Group as at 31 December 2015
was 974. The following table shows a breakdown of employees of the
Group by functions as at 31 December 2015:

and Analysis
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Management EIEE 14
Sales and after-sales services and marketing HE M EB RGN TIGHEE 329
Research and development B 509
Quiality assurance g 39
Administration and human resources TBRATER 30
Accounting &t 25
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974

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

Disclaimer:
Non-GAAP measures

Certain non-GAAP (generally accepted accounting principles) measures, such as EBITDA, are
used for assessing the Group's performance. These non-GAAP measures are not expressly
permitted measures under GAAP in Hong Kong and may not be comparable to similarly
titled measures for other companies. Accordingly, such non-GAAP measures should not
be considered as an alternative to operating income as an indicator of the operating
performance of the Group or as an alternative to cash flows from operating activities as
a measure of liquidity. The use of non-GAAP measures is provided solely to enhance the
overall understanding of the Group current financial performance. Additionally because the
Group has historically reported certain non-GAAP results to investors, the Group considers
the inclusion of non-GAAP measures provides consistency in our financial reporting.
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The Board is pleased to present this Corporate Governance Report in
the Group's annual report for the year ended 31 December 2015.

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

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

CORPORATE GOVERNANCE PRACTICES

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

The Company has applied in formulating its corporate governance
practices the Principles and complied with all the Code Provisions for
the year ended 31 December 2015.

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

DIRECTORS’ SECURITIES TRANSACTIONS

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

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

confirmed that they have complied with the Model Code throughout
the year ended 31 December 2015.
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The Company has also established written guidelines with exact terms
as set out in Appendix 10 to the Listing Rules for securities transactions
by employees who are likely to possess inside information of the
Company.

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

THE BOARD

Responsibilities

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

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

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

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

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

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

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

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

The Board currently comprises the following Directors:

Executive Directors:

NIE Guoming (Chairman)

LU Jie (Chief Executive Officer)
LI Wenjin

Independent Non-Executive Directors:
YIP Wai Ming

WU Min

MAN Kwok Kuen, Charles

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

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

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

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

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

38 PAX GLOBAL TECHNOLOGY LIMITED ANNUAL REPORT 2015

ERgARERERII LR BEE T
BAARRIEAR RITEBLHE -

EEgEmAEKEEK  BRE=Z2WTEER
=—RBIUIFTES °

EESRHATEEEMN

HITES:
BER(E/E)

B N(TTE#EER)
FXE

BYFHTES:
ESELT
R &
X Bt

EFRE(RERR) FRAARIRE EHRRIT
B8 ) PT A (R AR -

EEMEEENMREREETEKEHR(FRIR)
TRETHRAHNORE(WE)ELAFRIEZR
SRERE e ARE -

ZE - EBRERES
ARFEHEERNBRERAENEEREIRES
REIRER ©

PREFTABFETANZCESL  AEIE=
FWEGSE—R TARKRRBAFRGERS
e

WITEECEAEARRGINRBEALN - EAL
EMTHE T —=—FRA-T=AHET BEH
e EMEEEEMFHA =T —=F1+=A
ZTREE BH=F - RIEREERQFLE
FEMEFEE TR =@ ARBAMKLE ©



Corporate Governance Report

EHREGWS

Training for Directors

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

All Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills. The
Company has arranged in-house trainings for Directors in the form
of seminar and provision of training materials. A summary of training
received by the Directors during the year ended 31 December 2015
according to the records provided by the Directors is as follows:

Name of Directors

B
EFEEEFNEYVEZERESHENA - #
RN E BN BT RAEBLE - BE5N  ARF]
BLRERBERRAENEI  REEENA
B DMEERBESEATESER

ARRBEEEET2EFEFERR - URA
SIBRERE OB NIRE - ARREEBRITH
A RAERREENIER - REELRBAEE
Fl - REBEFRHOCE  EEXNBE_T—F
FTA=t-HALFERZOEIBMELT

Training on corporate
governance, inside
information and
other relevant topics

EER - ABHER

EEHR R E B = RE I
Executive Directors HITES

Nie Guoming ZE A v
Lu Jie E A v
Li Wenijin 3¢ v
Independent Non-Executive Directors BN HITES

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

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

Regular Board meetings were held four times during the year for
reviewing and approving the financial and operating performance,
for approving the final results for the year ended 31 December 2014,
interim results for the six months ended 30 June 2015, quarterly results
for the three months ended 31 March 2015 and for the nine months
ended 30 September 2015 and considering and approving the overall
strategies and policies of the Company.

The individual attendance record of each Director at the four regular
quarterly meetings of the Board (not including other ad hoc meetings
of the Board held from time to time), Audit Committee meetings,
Nomination Committee meetings, Remuneration Committee meetings
and general meetings during the year ended 31 December 2015 is set
out below:

EESEERESHERR
FRNERTUABRETEEE  SHRILE
M REERT  HEBE_ZT-—HWF+_A
=+—HIEFERNZFER HBHE-_T—RFA
A=tRIEAEANFTHELEUREEZ=2—F
F=A=t+—HUIE=EAREEZE=_ZT—AFNA
=+THIENEANEZERS - WEREIDERAR
TR RE SRS MR o

BEENBE_TAFT-_A=t—HLHFE
HEMEFRFEEEEER(TEREEMTR
BITNTEHESFEER)  BRZBEEgRE
REZEEEE  FHEEeEBNERAEN

BRI RCERETILAT -

Attendance/Number of Meetings

BHRLEBIRY

Audit Nomination Remuneration Regular

Committee = Committee = Committee Board
Meetings Meetings Meetings Meetings* General
BEREEE REEZEE FHEEE EREZE Meetings
Name of Directors EEpng ot L o eE BREAE
Nie Guoming A NAREAR  NATER  NATER 4/4 171
Lu Jie E A N/A N3 A N/A i N/A i A 4/4 n
Li Wenjin FXE N/A T35 A 10 [l 4/4 n
Yip Wai Ming (B8R 2/2 Al ”n 4/4 il
Wu Min 2 & 2/2 11 il 4/4 11
Man Kwok Kuen, Charles X B 2/2 N/A NEF N/A NEf 4/4 1N
* Not all Directors are required to attend the rest of the meetings which mainly deal * WIHPRERHANFETERERITBROHETRE

with implementation of executive policies and administrative routine.

40 PAX GLOBAL TECHNOLOGY LIMITED ANNUAL REPORT 2015

BITHMESEE -



Corporate Governance Report

EHREGWS

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

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

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

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

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

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

Chairman and Chief Executive

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

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

Independent Non-Executive Directors

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

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

During the year ended 31 December 2015, the Board at all times met
the requirements of Rules 3.10(1) and 3.10(2) of the Listing Rules
relating to the appointment of at least three independent non-executive
Directors with at least one independent non-executive Director
possessing appropriate professional qualifications, or accounting or
related financial management expertise. To comply with Rule 3.10A of
the Listing Rules, independent non-executive Directors represented at
least one-third of the Board throughout the year ended 31 December
2015.

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

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

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

Audit Committee

YIP Wai Ming (Chairman)
WU Min

MAN Kwok Kuen, Charles

Nomination Committee
WU Min (Chairman)

YIP Wai Ming

LI Wenjin

Remuneration Committee
YIP Wai Ming (Chairman)
WU Min

LI Wenjin

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

Audit Committee

The Audit Committee was established by the Board on 1 December
2010 with written terms of reference which was amended and adopted
by the Board on 28 December 2015. The Audit Committee comprises
three independent non-executive Directors (including at least one
independent non-executive Director who possesses the appropriate
professional qualifications or accounting or related financial
management expertise). None of the members of the Audit Committee
is a former partner of the Company’s existing external auditors.
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The main duties of the Audit Committee under the revised terms of
reference include the following:

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

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

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

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

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

The Audit Committee held two meetings during the year ended 31
December 2015 to review the financial results and reports, financial
reporting and compliance procedures, internal control system and risk
management review and processes and the re-appointment of the
external auditors.

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

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

The Company’s annual results for the year ended 31 December 2015
have been reviewed by the Audit Committee.
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Nomination Committee

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

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

The Nomination Committee held one meeting during the year ended
31 December 2015 to review the re-appointment and re-election of
Directors and the adoption of the procedures for proposing a person
for election as a Director.

Pursuant to the Company’s Bye-laws 84 and 85, Mr. Lu Jie, the Chief
Executive Officer and an executive Director and Mr. Yip Wai Ming, the
independent non-executive Director, shall retire by rotation and being
eligible, will offer themselves for re-election at the 2016 annual general
meeting of the Company (the “AGM").
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The Board recommended the re-appointment of the Directors standing
for re-election at the AGM.

The Company’s circular dated 14 March 2016 contains detailed
information of the Directors standing for re-election.

Remuneration Committee

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

The Remuneration Committee normally meets to review the
remuneration policy and structure and determine the annual
remuneration packages of the Directors and the senior management
and other related matters. The human resources department is
responsible for collection and administration of the human resources
data and making recommendations to the Remuneration Committee
for consideration. The Remuneration Committee shall consult the
Chairman and/or the Board about these recommendations on
remuneration policy and structure and remuneration packages. The
Remuneration Committee held one meeting during the year ended 31
December 2015 to review the remuneration packages of the Directors
and the senior management of the Company and to establish a formal
and transparent procedure for developing remuneration policy.

Pursuant to Code Provision B.1.5 of the CG Code, the remuneration of
the members of the senior management by band for the year ended 31
December 2015 is set out below:
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Number of individuals

Remuneration band FENAE B AE
HK$3,000,000 to HK$3,500,000 3,000,0007 7T £ 3,500,0005 7T 1
HK$4,000,000 to HK$4,500,000 4,000,000/ 7T 4,500,000 7T 1
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Further particulars relating to Directors’ emoluments and the five
highest paid individuals as required to be disclosed pursuant to
Appendix 16 to the Listing Rules are set out in notes 9 and 33 to the
consolidated financial statements.

Corporate Governance Function

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

RESPONSIBILITIES IN RESPECT OF THE FINANCIAL
STATEMENTS

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

The Directors acknowledge their responsibilities for preparing the
financial statements of the Company for the year ended 31 December
2015.

The statement of the external auditors of the Company about their
reporting responsibilities on the financial statements is set out in the
“Independent Auditor’s Report” on pages 66 to 67.

INTERNAL CONTROL

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

The remuneration paid to the external auditor of the Company in

respect of audit services for the year ended 31 December 2015
amounted to approximately HK$1,800,000. There was no non-audit
service provided by the external auditor of the Company for the year
ended 31 December 2015.

SHAREHOLDER RIGHTS AND INVESTOR
RELATIONS

(a)

(b)

(9]

48

Procedures for Requisitioning a Special General
Meeting

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

Procedures for Putting forward Proposals at General
Meetings

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

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

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

On behalf of the Board

NIE Guoming
Chairman
Hong Kong, 8 March 2016
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The Directors present their report together with the audited financial
statements for the year ended 31 December 2015.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

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

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

BUSINESS REVIEW

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

Headquartered in Hong Kong, the Group runs R&D and operational
center mainly in Shenzhen, PRC. R&D engineers make up 52% and
sales and marketing staff 34% of total 974 employees. PAX sources
parts and manufacturing of its E-payment Terminals through a wide
supplier network, most of which are located in Mainland China. To
date, the installed base of PAX E-payment Terminal products reached
over 10 million units. With strong global presence, PAX works with
nearly 90 distributors or partners worldwide and has sold products to
over 100 countries and regions. For the year ended 31 December 2015,
47% of revenue were generated from overseas markets.

Competition in the E-payment Terminal market is moderate as
compared to that associated with most other electronic products
because of the high entry barrier. According to The Nilson Report issued
in July 2015, top three suppliers made nearly 60% of global shipments.
Even in Mainland China where competition is relatively keen, number
of suppliers is still limited. With long proven track record and strong
brand recognition, PAX is recognised as the market leader in China
Market. In overseas markets, PAX has been emerging to the top of
league especially in APAC, Middle East, Africa and Latin America.
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In 2015, PAX officially launched the Multilane. Furthermore, mPOS
was promoted to several emerging and developed markets in addition
to Brazil. As online payment gradually becomes prevalent, PAX's R&D
team has worked on new product series to embrace the trend. The new
smart terminal series cites an example that payment technology allows
both online and offline payment in one PAX E-payment Terminal. The
Group expects a mature and comprehensive product line and further
expansion in all regions.

For the year ended 31 December 2015, revenue of the Group rose
21% to HK$2,870.8 million, and profit attributable to owners of the
Company surged 58% to HK$620.7 million with basic earnings per
share at 56.0 HK cents (2014: 36.3 HK cents). Revenue from overseas
markets increased by HK$353.6 million to HK$1,340.9 million,
representing a gain of 36%. Revenue from China Market increased
10% year-on-year or by HK$143.9 million to HK$1,529.9 million.
Gross profit margin for the period was 38.1%, a rise of 1.7 percentage
points compared to 36.4% for the year ended 31 December 2014.
This was mainly due to an increase of contribution from overseas sales
and successful cost reduction. In addition, Pax Computer Shenzhen
was recognised as a High and New Technology Enterprise under the
CIT Law and is eligible to enjoy a preferential tax rate of 15% for 3
years from 2015 to 2017. Wonder Pax obtained the approval from
the relevant applicable tax authorities in April 2015 for a preferential
tax treatment and is fully exempted from China corporate tax for
two years, beginning in 2014, followed by a 50% tax exemption for
the ensuing three years. The over provision of income tax accrued by
Wonder Pax in financial year 2014, which was calculated at the tax rate
of 25%, of approximately HK$32,976,000 was credited to the profit
and loss in 2015.

Further details of the review of the business of the Group for the
year ended 31 December 2015 and discussion on the Group's future
business development are provided in the Management Discussion
and Analysis section on pages 15 to 35. Description of possible risks
and uncertainties that the Group may be facing can be found in the
Management Discussion and Analysis section on pages 15 to 35
and the notes to the consolidated financial statements. In addition,
discussions on the Group's relationships with its key stakeholders and
compliance with relevant laws and regulations which have a significant
impact on the Group are contained in the Management Discussion and
Analysis section and this Directors’ Report on pages 50 to 51.
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RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2015 are set
out in the consolidated income statement on page 68.

An interim dividend of HK$0.02 per ordinary share amounting to
approximately HK$22.23 million was paid to the shareholders of the
Company during the year.

The Board has resolved to recommend a final dividend of HK$0.02
per ordinary share for the year ended 31 December 2015 (year ended
31 December 2014: Nil) to shareholders of the Company whose
names appear on the register of members of the Company at the
close of business on 13 May 2016 (Friday), subject to the approval
of shareholders of the Company at the forthcoming Annual General
Meeting of the Company to be held on 22 April 2016 (Friday), and
if passed, the final dividend will be paid to the shareholders of the
Company on 27 May 2016 (Friday). For determining the entitlement to
the proposed final dividend, the register of members of the Company
will be closed from 11 May 2016 (Wednesday) to 13 May 2016 (Friday),
both days inclusive, during which period no transfer of shares will
be registered. In order to qualify for the final dividend, all transfer
documents accompanied by the relevant share certificates must be
lodged with the Company’s branch share registrar and transfer office
in Hong Kong, Tricor Investor Services Limited at Level 22, Hopewell
Centre, 183 Queen’s Road East, Hong Kong not later than 4:30 p.m.
on 10 May 2016 (Tuesday). Together with the interim dividend of
HK$0.02 ordinary share (six months ended 30 June 2014: Nil), the total
dividend per ordinary share for the year was HK$0.04 (2014 Nil).

RESERVES

Details of the movements in the reserves of the Group and of the
Company during the year are set out in the consolidated statement
of changes in equity and in note 23 to the consolidated financial
statements.

DONATIONS

Charitable donations of HK$ 1,106,000 were made by the Group during
the year (2014: HK$1,256,000).
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PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group are set out in note 13 to the consolidated financial statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of the movements in the Company’s share capital are set out in
notes 21 and 22 to the consolidated financial statements.

Share Option Scheme

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

The total numbers of the share options under the Scheme had been
granted to the Directors, certain employees and consultants of the
Group. No share is available for issue under the Scheme as at the date
of this report.

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.

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.

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

The exercise price for the Options shall be determined by the Board
which must be at least 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
guotations sheets issued by the Stock Exchange for the five
business days immediately preceding the date of grant; and

(3) the nominal value of the Shares.

During the year ended 31 December 2015, no share option was
granted 10,000,000 share options which were part of the share
options granted to the participants on 22 June 2012 and 1,200,000
share options which were part of the share options granted to the
participants on 28 May 2014 were exercised by Mr. Li Wenjin, the
executive Director, and certain employees and consultants of the Group
under the Scheme and the weighted average closing price immediately
before the dates on which the options were exercised was HK$8.95
per share. The particulars of the changes of the share options under the
Scheme are as follows:
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MOVEMENTS IN THE SHARE OPTIONS OF THE RATKBRES S
COMPANY
Number of Number of
Share Share
Options Options
held as at held as at
1 January 31 December
2015 2015
R-E-1% Granted Exercised Lapsed Cancelled R=-F-1F
Exercised -A-H during  duringthe  duringthe  duringthe +=A=1-H
Name Date of grant price iz the year year year year iz
fe R AH e  BREHE FRRH FRTR FREN Froe  BREZA
(HKS)
(%)
Directors
E=x
Nie Guoming 22 June 2012* 1.230 - - - - - -
ZEH ZE-ZERAZTZR*
Lu Jie 22 June 2012* 1.230 - - - - - -
EA ZE-ZERAZTZR*
Li Wenjin 22 June 2012* 1.230 10,000,000 - (10,000,000) - - -
FXE ZE-ZERAZtZR*
Total for Directors 10,000,000 - (10,000,000 - - -
B
Employees
Es
(In aggregate) 22 June 2012* 1.230 6,000,000 - - - - 6,000,000
(#85) T ZF AR
(In aggregate) 28 May 2014* 4,860 19,274,000 - (1,140,000) - - 18,134,000
(#85) ZZ-MERAZFNB
Total for Employees 25,274,000 - (1,140,000) - - 24,134,000
BB @5t
Consultants
B
(In aggregate) 28 May 2014* 4.860 1,640,000 - (60,000) - - 1,580,000
(#85) ZZ-MERAZF B
Total for Consultants 1,640,000 - (60,000) - - 1,580,000
BRE
Total 36,914,000 - (11,200,000) - - 25,714,000
o
* The share options will be vested to the grantees, among which 30% of the share * BRESBRARA  SH30%ERENKZLBHS

options would be vested on the date of grant, a further 30% of the share options
be vested on the first anniversary of the date of grant and the remaining 40% of
the share options will be vested on the second anniversary of the date of grant. The
validity period of these share options shall be 5 years from the date of grant.

& R 30%BRESNE L AN —RFRE - K&k
40% BRI N R H R BB FRE - ZZWAEN
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DISTRIBUTABLE RESERVES

As at 31 December 2015, the Company had reserves available
for distribution as calculated under the Companies Act 1981 of
Bermuda (as amended) amounting to HK$25,512,000 (2014: Nil).
However, the Company’s share premium account, in the amount of
HK$1,323,439,000 (2014: HK$1,306,427,000) may be distributed in
the form of fully paid bonus shares.

PRE-EMPTIVE RIGHTS

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

FIVE YEARS FINANCIAL SUMMARY

A summary of the results and financial position of the Group for the
last five financial years is set out on page 156.

PURCHASE, SALE OR REDEMPTION OF
SECURITIES

The Company has not redeemed any of its shares during the year.
Neither the Company nor any of its subsidiaries had purchased, sold
or redeemed any of the Company’s shares during the year ended 31
December 2015.

DIRECTORS

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

Executive Directors:
NIE Guoming

LU Jie

LI Wenjin

Independent Non-Executive Directors:
YIP Wai Ming

WU Min

MAN Kwok Kuen, Charles

Pursuant to the Company’s Bye-laws 84 and 85, one-third of the
Directors are subject to retirement by rotation and re-election at least

once every three years at the annual general meeting of the Company.

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

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

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

BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

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

PERMITTED INDEMNITY PROVISION

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

The Company has taken out and maintained directors’ liability
insurance throughout the year, which provides appropriate cover for
the Directors of the Group.

DIRECTORS’ INTERESTS IN CONTRACTS

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

DIRECTORS’ INTEREST IN COMPETING BUSINESS

As at 31 December 2015, none of the Directors or the substantial
shareholders of the Company or any of their respective associates
has engaged in any business that competes or may compete with the
business of the Group, or has any other conflict of interests with the
Group.
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS
AND SHORT POSITIONS IN THE SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 December 2015, the interests and short positions of
each Director and the chief executive of the Company (the “Chief
Executive”) in the Company’s shares (the “Shares”), underlying shares
and debentures of the Company and its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance
("SFO™)), as recorded in the register maintained by the Company under
section 352 of the SFO or as notified to the Company and The Stock
Exchange of Hong Kong Limited (the ”Stock Exchange”) pursuant to
the Model Code for Securities Transactions by Directors of the Listed
Issuers (the “Model Code”) were as follows:

Ordinary shares of HK$0.10 each in the Company

EERTBRARRRYL - HERED
RESHNERRXR

R-ZE—AF+-_A=t—H SEENAQF
TTER B ([T AL ) AR R R EAREE A E
(ERREFLBER([EHRRBEED])E
XVER) B AR BB (B fp 1) ~ AR BIERE D
fash  BECRARRARBEESFLAE K
PIE3S2EFENBRMIRIE LT HETAES
ETESFRZOFEETA(FETAIDEAER
RAINEBMARXZARAR (BT ) a0
smMORET

RAFFREE0I10BTHEBR

Approximate

Interest in Total percentage of
Name of Director Capacity Shares interests® shareholding*
EEHE B & 17 MR BRAH) BREIHNBIL*
Nie Guoming (Chairman) Beneficial owner 3,700,000 3,700,000 (L) 0.33%
=B (FE) EnAA
Lu Jie (Chief Executive Officer) Beneficial owner 10,400,000 10,400,000 (L) 0.94%
ERN(TTEEE) EnAEA
Li Wenjin Beneficial owner 2,890,000 2,890,000 (L) 0.26%
FNE EnAA
Notes: Hiat -
(i) The letter “L” denotes a long position in Shares. @i [LIRTBROIGTAE ©
* The percentage is calculated based on the total number of issued shares of the ~ * BALDRBEARAR-F-AF+-A=+—AE

Company as at 31 December 2015 which were 1,112,014,000 ordinary shares.
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Save as disclosed above, as at 31 December 2015, none of the
Directors, the Chief Executive nor their associates had any interests or
short positions in any Shares, underlying shares or debentures of the
Company or any of its associated corporations (within the meaning
of Part XV of the SFO) as recorded in the register maintained by the
Company pursuant to section 352 of the SFO or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS' INTERESTS

AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES

The register of substantial Shareholders maintained under Section
336 of the SFO shows that as at 31 December 2015, the Company
had been notified of the following substantial Shareholders’ interests
and short positions, being 5% or more of the Company's issued share
capital. These interests are in addition to those disclosed above in
respect of the Directors and the Chief Executive.

BREXPEREEN BHE_ZT-—AF+_-H
=1T—H REF  TRAHSRENBEAL
MENARRLEBBZE(ERREZLHE
EBIEXVER) N ERIA D - B RESFS
BACDRARRBIRIEES MAE GHIFE35214
FENECMSRBRE TR NG AR F] K
AR SRR o

FERRARAD RAABERD R
15979}

BARARRIEE S LB G E33615FE K
TERRBCLMABRR  R-FE—AF+_H
=1T—H ARFEANSTIEZERRABAR
AR BITIRAS% A LR SORE - L5
B EREEXAIEEGAMES RITIRAER MR

o

)

Approximate

Total number

percentage of

Class of of Shares shareholding
Name of shareholder Capacity securities (Note 1) (Note 2)
BREE 54 = ER B0 A BAERBE S
(HiaF1) (Hfaz2)
Hi Sun Technology (China) Limited Beneficial owner Ordinary 364,000,000 (L) 32.73%
("Hi Sun")
EfsEHR (PR ERAG(EE]) E=EBA Tim
FMR LLC Investment manager Ordinary 79,002,280 (L) 7.10%
BRI LR
Notes: Bzt -

1. The letter “L" denotes a long position in Shares. 1.

2. The percentage is calculated based on the total number of issued shares of the 2.

FRILURTREMDER

BALDREBEAARR-F-—AF+-A=+—HE

Company as at 31 December 2015 which was 1,112,014,000 ordinary shares.

Save as disclosed above, other than the Directors or the Chief Executive,
there were no other parties who had interests or short positions in the
Shares or underlying shares of the Company as recorded in the register
required to be kept by the Company pursuant to Section 336 of the
SFO as at 31 December 2015.
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CONNECTED TRANSACTIONS

The following are the continuing connected transactions of the

Group during the year ended 31 December 2015 which are subject

to the reporting, announcement, annual review and/or independent

shareholders’ approval requirements under Chapter 14A of the Listing

Rules:

Framework agreements with Hi Sun

(i)

60

On 19 December 2012, the Company entered into a
framework agreement (the “Framework Agreement”) with
Hi Sun, a substantial shareholder of the Company. As Hi Sun
was a connected person of the Company, the transactions
contemplated under the Framework Agreement constituted
continuing connected transactions under the Listing Rules.

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

The term of the Framework Agreement commenced from 15
January 2013, the date on which the relevant approval was
obtained from the independent shareholders of the Company at
its special general meeting, and expired on 31 December 2015.
The annual caps of the total contract value for the sale and
purchase of E-payment Terminal products under the Framework
Agreement for the three years ended 31 December 2013,
2014 and 2015 were HK$330,000,000, HK$600,000,000 and
HK$700,000,000 respectively. Since one or more of the applicable
percentage ratios (other than the profits ratio) in respect of
the said annual caps exceeded 5% and HK$10,000,000, the
transactions contemplated under the Framework Agreement
were subject to the reporting, announcement, independent
shareholders’ approval and annual review requirements under
Chapter 14A of the Listing Rules.
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Considering that the transactions in relation to the sale and
purchase of E-payment Terminal products between the Group
and Hi Sun Group would continue after the expiry of the
term of the Framework Agreement, the Company and Hi Sun
entered into a new framework agreement on 31 December
2015 (the “New Framework Agreement”). The term of the New
Framework Agreement commenced from 22 January 2016,
the date on which the relevant approval was obtained from
the independent shareholders of the Company at its special
general meeting, and will expire on 31 December 2018. The
annual caps of the total contract value for the sale and purchase
of E-payment Terminal products under the New Framework
Agreement for the three years ending 31 December 2016,
2017 and 2018 were HK$300,000,000, HK$350,000,000 and
HK$400,000,000 respectively. As one or more of the applicable
percentage ratios (other than the profits ratio) in respect of the
said annual caps of the total contract value for the sale and
purchase of the E-payment Terminal products under the New
Framework Agreement exceeded 5% and HK$10,000,000, the
transactions contemplated under the New Framework Agreement
were subject to the reporting, announcement, independent
shareholders’ approval and annual review requirements under
Chapter 14A of the Listing Rules.
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Considering that the business transactions in relation
to the sale and purchase of the mag-stripe card security
decoder chips (the “Chips”) between the Group and Hi
Sun Group would continue after the expiry of the term
of the framework agreement dated 21 February 2013,
the Company and Hi Sun entered into a new framework
agreement on 31 December 2013 (the “New Framework
Agreement”). The term of the New Framework Agreement
commenced from 1 January 2014 and will expire on 31
December 2016. The annual caps of the total contract
value for the sale and purchase of the Chips under the
New Framework Agreement for each of the financial
years ending 31 December 2014, 2015 and 2016 were
HK$50,000,000, HK$60,000,000 and HK$65,000,000
respectively. As one or more of the applicable percentage
ratios (other than the profits ratio) in respect of the annual
caps of the total contract value for the sale and purchase of
the Chips payable under the New Framework Agreement
on an annual basis exceeded 0.1% and HK$1,000,000 but
was less than 5%, such continuing connected transactions
were only subject to the reporting, announcement and
annual review requirements and were exempt from the
independent shareholders’ approval requirements under
Chapter 14A of the Listing Rules.

Please also refer to note 30(a) to the consolidated financial

statements.

The independent non-executive Directors have reviewed the

above continuing connected transactions and in their opinion,

these transactions entered into by the Company were:

()

(ii)

(iii)

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

on normal commercial terms or better; and

in accordance with the relevant agreement governing them

on terms that are fair and reasonable and in the interests of
the shareholders of the Company as a whole.
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The Company’ auditor was engaged to report on the Group’s
continuing connected transactions in accordance with Hong Kong
Standard on Assurance Engagements 3000 “Assurance Engagements
Other Than Audits or Reviews of Historical Financial Information” and
with reference to Practice Note 740 “Auditor’s Letter on Continuing
Connected Transactions under the Hong Kong Listing Rules” issued by
the Hong Kong Institute of Certified Public Accountants. The auditor of
the Company has issued a letter containing its findings and conclusions
in respect of the continuing connected transactions in accordance with
Rule 14A.56 of the Listing Rules and a copy of this letter has been
provided to the Stock Exchange.

A summary of significant related party transactions made during the
year was disclosed in note 30 to the financial statements.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year ended 31 December 2015.

DEED OF NON-COMPETITION AND CONFLICTS OF
INTERESTS

A deed of non-competition was entered into between the Company
and Hi Sun on 1 December 2010 (“Deed of Non-Competition”).

Hi Sun has signed an annual declaration of compliance with the
Deed of Non-competition confirming it has complied with the
non-competition undertakings in the Deed of Non-Competition. The
independent non-executive directors of the Company have reviewed
the abovementioned undertakings and considers that Hi Sun has
complied with the Deed of Non-Competition during the financial year
ended 31 December 2015. Mr. Li Wenjin, an executive Director of
the Company, is also an executive director of Hi Sun and certain of its
subsidiaries.

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

The percentages of purchases and sales for the year ended 31
December 2015 attributable to the Group’s major suppliers and
customers are as follows:

Purchases

- the largest supplier 26.75%
- five largest suppliers combined 54.72%
Sales

- the largest customer 16.54%
- five largest customers combined 44.44%

The total sales included the electronic payment products sold to a
subsidiary of Hi Sun, which amounted to approximately HK$148.5
million (representing approximately 5.17% of the total sales amount),
being one of the Group’s five largest customer for the year. Hi Sun is
the controlling shareholder of the Company holding approximately
32.73% of its issued share capital and Mr. Li Wenjin, an executive
Director of the Company and an executive director of Hi Sun, was
interested in 6,400,000 ordinary shares in, representing approximately
0.23% of, the issued share capital of Hi Sun as at 31 December 2015.

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

PENSION SCHEME

The subsidiaries operating in Hong Kong are required to participate in
a defined contribution retirement scheme or the Group or Company
set up in accordance with the Hong Kong Mandatory Provident Fund
Ordinance. Under the scheme, the employees are required to contribute
5% of their monthly salaries up to a maximum of HK$1,500 and they
can choose to make additional contributions. The employer’s monthly
contributions are calculated at 5% of the employee’s monthly salaries
up to a maximum of HK$1,500 (the “Mandatory Contributions”).
The employees are entitled to 100% of the employer’s Mandatory
Contributions upon their retirement at the age of 65 years old, death
or total incapacity.

64 PAX GLOBAL TECHNOLOGY LIMITED ANNUAL REPORT 2015

TREFRTER
BE-T-aF+-A=t—ALEE A%E
= BRSO (RIS E 5

g
- EAHER 26.75%
—  hARHEREE 54.72%
HE
- EBREP 16.54%
—  RREFAR 44.44%

MAFEAEELREFPZ —HRBAMER
ANEBRREETFINERZHERTELN148580
BET HHERSTENS1T% - BB ARE
RAB D BITRAL)32.73% 2R IE -
$“ﬂ%ﬂ%ﬁ%%%%ﬂ%%ﬂf?%%?yﬂﬁiﬁ
6,400,000 FimAR P IER = - (halER =

—ﬁﬁ‘f’fﬂ:+—EZE§§TTHX$?{UO.23% o

B EXFIEES  BEBIBERMAEEARR
BARBBS% 2 ESE - WHE BB AR
REdFREFHMEE P HEEEL

Bk
MNEBLENNBRREASINAERRAA
REBEERGIMEAES 1%1&!1;&4&@&%5{#%L
RETE] - RIBEFTE - BEAKR AHS%EL#
o ERRA1,50008 T ¢ i S R VR AN
B EEFARFKIZEE AFHS%TE - £R
71,500 T (s Hl R ]) - B B FfE65mIR
R~ Sk TIERE B - Z A2 EbE T8
HE o



Report of the Directors
ES8HRS

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

SUFFICIENCY OF PUBLIC FLOAT

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

AUDITORS

The financial statements have been audited by PricewaterhouseCoopers
who will retire and, being eligible, offer themselves for re-appointment
at the forthcoming annual general meeting of the Company.

On behalf of the Board

Nie Guoming
Chairman
Hong Kong, 8 March 2016
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independent Auditor’s Report
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Independent Auditor’s Report
To the shareholders of PAX Global Technology Limited
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of PAX Global
Technology Limited (the “Company”) and its subsidiaries set out on
pages 68 to 155, which comprise the consolidated balance sheet as
at 31 December 2015, and the consolidated income statement, the
consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated cash flow
statement for the year then ended, and a summary of significant
accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion solely
to you, as a body, in accordance with Section 90 of the Companies Act
1981 of Bermuda and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.
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PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong

T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the
entity’s preparation of consolidated financial statements that give a true
and fair view in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by the Directors, as
well as evaluating the overall presentation of the consolidated financial
statements.

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

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the financial position of the Company and its subsidiaries
as at 31 December 2015, and of their financial performance and cash
flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in compliance
with the disclosure requirements of the Hong Kong Companies
Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 8 March 2016
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Consolidated Income Statement

A\ EWaA
AR ER

Year ended 31 December

BEt+t-A=+—BLFE

2015 2014

—B-HF —ZE-F

HK$'000 HK$'000

FTET FET

Revenue WA 5 2,870,794 2,373,272

Cost of sales S E AN 7 (1,778,304) (1,508,406)

Gross profit EF 1,092,490 864,866

Other income EAA 5 109,235 70,445

Selling expenses HER 7 (235,715) (218,568)

Administrative expenses 1THER 7,8 (308,037) (253,549)
Operating profit/ wERA,

profit before income tax 4 P18 55 Al 7 657,973 463,194

Income tax expense SR> 10 (37,687) (71,388)

Profit for the year FERF 620,286 391,806

Profit attributable to: FEME AT -

Owners of the Company KRB A 620,736 391,806

Non-controlling interests FEFRAAE RS (450) -

620,286 391,806

HKS$ per share  HKS$ per share

sRET BEET
Earnings per share for the profit Z/NEIESEE N
attributable to owners FEME RN 2 FRLE A -
of the Company:
— Basic —EK 11(a) 0.560 0.363
— Diluted — 11(b) 0.551 0353

The notes on pages 74 to 155 are an integral part of these consolidated ~ £574Z 155 B #M 51 J4r & B 75 #h &k 69 E A &f
financial statements. 7
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Consolidated Statement of
Cnmprehensive Income

NS &

Year ended 31 December

BEt+t-A=+—-BLFE

2015 2014
—E-afF —T-F
HK$'000 HK$’000
FTER FAT
Profit for the year FREF 620,286 391,806
Other comprehensive loss, Hith 2 HEEE
net of tax MERBiE
Items that may be subsequently B[R E DT 157
reclassified to profit or loss ZHEH
Exchange differences arising on BEFINTB R
translation of the financial statements Eﬂ%ﬁi‘%ﬁiﬂ@[%%%ﬁ
of foreign subsidiaries (101,930) (33,464)
Total comprehensive income FREEWEAE
for the year, net of tax MBRBIE 518,356 358,342
Attributable to: PEfh -
Owners of the Company AARFEFAEA 518,801 358,342
Non-controlling interests eI (445) -
518,356 358,342
The notes on pages 74 to 155 are an integral part of these consolidated ~ §74ZF 155 B MWL Jh4R & B i a9 H p 26
financial statements. e
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Consolidated Balance Sheet

-,

mOBEERR/R

As at 31 December

R+t=A=+—H
2015 2014
—E-HF —ZT—mF
HK$’'000 HK$'000
FET FHET
ASSETS BE
Non-current assets ERBEE
Property, plant and equipment M - BRE M 13 11,480 11,428
Leasehold land HELH 15 203 221
Intangible assets B EE 14 15,625 -
Other non-current assets HibIEmenEeE 18 31,400 -
Deferred income tax assets BIEFTSTHEE 25 906 -
Total non-current assets FRBEEAE 59,614 11,649
Current assets REBEE
Inventories 78 17 562,445 475,461
Trade and bills receivables FEUBR S K PR W = R 18 1,261,174 898,278
Deposits and other receivables 2& R EMEWK TR 18 43,719 14,084
Restricted cash ZIREIR S 19 8,935 16,112
Cash at bank and on hand RITEFLEBES 20 2,144,312 1,918,729
Total current assets REBEELE 4,020,585 3,322,664
Total assets EEHAE 4,080,199 3,334,313
EQUITY =
Equity attributable to AARFEAENS
owners of the Company =
Share capital [N 21 111,201 110,081
Reserves 1 23 2,966,373 2,438,099
3,077,574 2,548,180
Non-controlling interests IR 13,025 -
Total equity e 3,090,599 2,548,180

The notes on pages 74 to 155 are an integral part of these consolidated

financial statements.
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Consolidated Balance Sheet (Continued)

nﬂ'a ié"i__%i,g‘%(mﬁ)

As at 31 December
R+t=A=+—H
2015 2014
—E-HF —ET—OF
Notes HK$’000 HK$'000
BaE FET FHET
LIABILITIES =L
Non-current liabilities }'Fﬁiﬂﬁﬁ
Deferred income tax liabilities RIEFMSTHEE 25 2,057 -
Current liabilities REBEE
Trade payables FEFERRR 24 710,529 423,754
Other payables and accruals Hib e BRI L ST TR 24 231,356 284,864
Taxation payable ERIE 45,658 77,515
Total current liabilities REBEEAE 987,543 786,133
Total liabilities =Rtk 989,600 786,133
Total equity and liabilities EnkaEEE 4,080,199 3,334,313

RFBHREN -_ZE-—RF=ZA/\BEEEaH
e W TIEERERRE

The financial statements were approved by the Board of Directors on 8
March 2016 and were signed on its behalf.

NIE GUOMING LI WENJIN
EEH E=NE
Director Director
EE E
The notes on pages 74 to 155 are an integral part of these consolidated BRI NG E M B MR AP

D
~
N

financial statements.
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Consolidated Statement of

Changes in Equity

inOlEmEENE

Attributable to owners of the Company

N
Reserves
fife
Share Non-
Share Share Capital option  Exchange  Retained controlling Total
capital  premium reserve reserve reserve  earnings interests equity
ks RHEE  &5RE BERERE  AERE  REEA FERER  ERAE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
5 Thn AT Fh ‘ Thn B
For the year ended H2-%-1
31 December 2015 TZAZT-BLEE
Balance at 1 January 2015 RZZ-R5-F-AMis 110,081 1,306,427 (414,978) 62,680 64839 1419131 2,438,099 - 2548180
Comprehensive income 2ERE
Profitfor the year EREF - - - - - 620,736 620,736 (450) 620,286
Other comprehensive loss Rth2EEE
Exchange differences arising on HERIMNBLA
translation of the financial statements FRRRELR
of foreign subsidiaries EXEE = = - - (101,935) - (101939) 5 (101,930)
Total comprehensive income 2ENRLE - - - - (10193%) 620,736 518,801 (445) 518,356
Transaction with owners HEEANRS
Share option scheme g2l
—value of senvices provided —BRIERBHEE - - - 14,690 = s 14,690 = 14,690
— share options exercised — BITRERE 1120 17,012 - - - - 17,012 - 18,132
Dividends paid EfRRE - - - = - @an) (@) - (@)
Non-controlling interests arising on £RAELR
business combination FHERER - - - - - - - 13,470 13470
Total transaction with owners EEEANRHEE 1,120 17,012 - 14,690 - (22,229) 9473 13470 24,063
Balance at RZEB-1f
31 December 2015 tZR=t-RAlER 11201 1323439 (414,978) 71,310 (37,09) 2,017,638 2,966,373 13,025 3,090,599
For the year ended BHE-Z-mf
31 December 2014 tZAZT-ALEE
Balance at 1 January 2014 RIZ-ME-A-B0ES 104452 1237947 (414978) 34,073 98303 1027325 1982670 - 2087122
Comprehensive income 2ERE
Profit for the year FREF - - - - - 391,806 391,806 - 391,806
Other comprehensive loss Eth2EER
Exchange differences arising on HERNNEAT
translation of the financial statements ~ BIFHRELH
of foreign subsidiaries EHEE - - - - (33,464) - (33,464) - (33,464)
Total comprehensive income 2ENEEE - - - - (33464) 391806 35834 - 3838
Transaction with owners HEEANRS
Share option scheme EhiEE
—value of senices provided —BRERBEHEE - - - 28,607 - - 28,607 - 28,607
— share options exercised —BfIfERE 5,629 68,480 - - - - 68480 - 74,109
Total ransaction with owners HEEANRSHEE 5,629 68,480 - 28607 - - 97,087 - 100716
Balance at RZ%-B%
31 December 2014 TZAZT-RAbER 110,081 1,306,427 (414.978) 62,680 64839 1419131 2,438,099 - 2548180
The notes on pages 74 to 155 are an integral part of these consolidated 5574 7% 155 B KBt 31 Ty 45 & B 75 3R 2 89 E b &F
financial statements. 7 e
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Consolidated Cash Flow Statement

HOIREMER

Year ended 31 December
BEt-A=1+—-HLEE

2015 2014
—2-1F —F-mEF
HK$'000 HK$'000
TER FAT
Cash flows from operating activities REXBNRERE
Cash generated from operations LEMBIRE 26(a) 386,095 172,392
Hong Kong profits tax paid ENEAFIEH (42,913) (4,274)
PRC corporate income tax paid EAR BB (26,047) (13,777)
Net cash generated from REEBAEIR 8
operating activities 317,135 154,341
Cash flows from investing activities REZEBNRERE
Acquisition of a subsidiary, net of cash  UxBE—FREIMIEAR] - HIBREA
acquired HIE & 29 (1,363) -
Purchase of property, plant and BEME - BB K&
equipment (5.,248) (7,493)
Interest received EUF & 20,675 23,677
Prepayments for acquisitions of W EE B B A BITEfT 2E
subsidiaries (21,975) -
Net cash (used in)/generated from WEES(FRA) FrEIR & %5
investing activities (7,911) 16,184
Cash flows from financing activities BEZENRERE
Proceeds from issuance of shares FRITEEIRE TR,
in connection with exercise of SR &8
share options 18,132 74,109
Dividends paid MBS (22,229) -
Net cash (used in)/generated from BmEEE(FTA) &
financing activities b (4,097) 74,109
Net increase in cash and ReRBESESEYNIGNFEE
cash equivalents 305,127 244,634
Exchange losses on cash and He RIBSEEYREN
cash equivalents EES (79,544) (24,312)
Cash and cash equivalents at FHEERREEED
beginning of the year 1,918,729 1,698,407
Cash and cash equivalents at end FRESRRSEEY
of the year 20 2,144,312 1,918,729

The notes on pages 74 to 155 are an integral part of these consolidated

financial statements.
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Notes to the Consolidated

Financial Statements
#r O B 95 IR TP 5E

74

GENERAL INFORMATION

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

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

These financial statements are presented in thousands of units
of Hong Kong dollars (HK$'000), unless otherwise stated. These
financial statements have been approved for issue by the Board
of Directors on 8 March 2016.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

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

2.1 Basis of preparation
The consolidated financial statements of the Company have
been prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs") issued by The Hong Kong
Institute of Certified Public Accountants. The consolidated
financial statements have been prepared under the
historical cost convention.
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Notes to the Consolidated

Financial Statements
Fr O B PS5 IR R P 5E

2

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

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

2.1.1 Changes in accounting policy and disclosures

(a)

New and amended standards adopted by the
Group

Amendment to HKAS 19 regarding defined
benefit plans: employee contributions.
This narrow scope amendment applies to
contributions from employees or third parties
to defined benefit plans. The amendment
distinguishes between contributions that are
linked to service only in the period in which
they arise and those linked to service in more
than one period. The amendment allows
contributions that are linked to service, and do
not vary with the length of employee service, to
be deducted from the cost of benefits earned
in the period that the service is provided.
Contributions that are linked to service, and
vary according to the length of employee
service, must be spread over the service period
using the same attribution method that is
applied to the benefits.

Annual improvements 2010-2012. These
amendments include changes from the
2010-2012 cycle of the annual improvements
project, that affect the below standards:
HKFRS 8, ‘Operating segments’; HKAS 16,
‘Property, plant and equipment’ and HKAS 38,
‘Intangible assets’; and HKAS 24, ‘Related Party
Disclosures’.

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

(@)

(b)

(©

New and amended standards adopted by the
Group (continued)

Annual improvements 2011-2013. The
amendments include changes from the 2011-
2013 cycle of the annual improvements project
that affect the below standards: HKFRS 3,
‘Business combinations’; HKFRS 13, “Fair value
measurement’; and HKAS 40, 'Investment
property’.

The adoption of the improvements made in
the 2010-2012 Cycle has required additional
disclosures in the segment note. Other than
that, the remaining amendments are not
material to the Group.

New Hong Kong Companies Ordinance (Cap.
622)

In addition, the requirements of Part 9
“Accounts and Audit” of the new Hong
Kong Companies Ordinance (Cap. 622) come
into operation during the financial year, as
a result, there are changes to presentation
and disclosures of certain information in the
consolidated financial statements.

New and amended standards not yet adopted

A number of new standards and amendments
to standards are effective for annual periods
beginning after 1 January 2015, and have not
been applied in preparing these consolidated
financial statements. None of these is expected
to have a significant effect on the consolidated
financial statements of the Group, except the
following set out below:
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Notes to the Consolidated
Financial Statements

i © B 15 SR 2R Bl 5

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

(continued)

(©

New and amended standards not yet adopted
(continued)

HKFRS 9, ‘Financial instruments’, addresses the
classification, measurement and recognition
of financial assets and financial liabilities. The
complete version of HKFRS 9 was issued in July
2015. It replaces the guidance in HKAS 39 that
relates to the classification and measurement
of financial instruments. HKFRS 9 retains but
simplifies the mixed measurement model
and establishes three primary measurement
categories for financial assets: amortised cost,
fair value through other comprehensive income
and fair value through income statement.
The basis of classification depends on the
entity’s business model and the contractual
cash flow characteristics of the financial
asset. Investments in equity instruments are
required to be measured at fair value through
income statement with the irrevocable
option at inception to present changes in
fair value in other comprehensive income
not recycling. There is now a new expected
credit losses model that replaces the incurred
loss impairment model used in HKAS 39. For
financial liabilities there were no changes to
classification and measurement except for
the recognition of changes in own credit risk
in other comprehensive income, for liabilities
designated at fair value through income
statement. HKFRS 9 relaxes the requirements
for hedge effectiveness by replacing the bright
line hedge effectiveness tests. It requires an
economic relationship between the hedged item
and hedging instrument and for the 'hedged
ratio’ to be the same as the one management
actually use for risk management purposes.
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Notes to the Consolidated
Financial Statements
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESTBEREBZEw

POLICIES (continued)
2.1 Basis of preparation (continued) 21 mEEEE)
2.1.1 Changes in accounting policy and disclosures QMM ENBERBESTES Y

(continued) (&)

(¢ New and amended standards not yet adopted (©) IR IRANEIFTET R AC1E
(continued) GTERI(4E)
Contemporaneous documentation is still ZIAR AR (R H
required but is different to that currently X ERBRNRIEE
prepared under HKAS 39. The standard is e AR 395k AR 2
effective for accounting periods beginning ZXMHBR - ZIBLER
on or after 1 January 2018. Early adoption is RZE—NF—H—H
permitted. The Group is yet to assess HKFRS 9's sk LAE IR 2 & 5T A
full impact. AR o SR ETIRAIERAN o

N5 [ i R A B R A
BmELENFEIR 22
[EZ-
HKFRS 15, 'Revenue from contracts with BB BHEERE5
customers’ deals with revenue recognition RIEEERE L2
and establishes principles for reporting useful ANBRBRAER - &
information to users of financial statements MEE P EEALNE
about the nature, amount, timing and EZWARBER M
uncertainty of revenue and cash flows arising 2B R R
from an entity’s contracts with customers. T B 2= W 8 ik 5 A
Revenue is recognised when a customer obtains EREFREHEILR
control of a good or service and thus has the 8 c IWATIRE P S
ability to direct the use and obtain the benefits E on Sl AR 75 3 BRI 1 A5 B
from the good or service. The standard replaces NETAEERERL
HKAS 18 ‘Revenue’ and HKAS 11 ‘Construction ARG HE S M s B HERR o
contracts’ and related interpretations. The ILERER BB %
standard is effective for annual periods A8 WA | REE
beginning on or after 1 January 2018 and SR ERE NG 2
earlier application is permitted. The Group is BRI RBBRE - It
assessing the impact of HKFRS 15. FRIRN_Z—-N\F—H
—HozBRBZFE
HARR A2 300 70 R BT FE
o AERIETEEHE
IS ImEERFE 155 2
% &
There are no other HKFRSs or HK(IFRIC) EAth e R A R 2 BB A
interpretations that are not yet effective that B EER S EE (H
would be expected to have a material impact B BREREZE
on the Group. 2)REBEBRHATEHA

SEBAEATE -
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Notes to the Consolidated
Financial Statements
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESHHEFEHEE®w)
POLICIES (continued)
2.2 Consolidation and combination 2.2 HEREH

2.2.1 Subsidiaries 2.2.1 fEBAF

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

B A AR I H A
Bz ER(REEEEER) -
AEEHEEAEHE 28
AEEERSER T SET
RERERTALAREE
R E Y E R
§E e - HEBA RS
SBENBEREEY ARA

5 - B2 ARSI
B AR A AR -

(a)  Business combination @ EBAEUf
The Group applies the acquisition method NEBERABREEE
to account for business combinations. The STEEBESO - WEN
consideration transferred for the acquisition BRAAMEERRER
of a subsidiary is the fair values of the assets FrEsEAaE « Ty
transferred, the liabilities incurred to the REREBEANEENE

former owners of the acquiree and the equity
interests issued by the Group. The consideration
transferred includes the fair value of any
asset or liability resulting from a contingent
consideration arrangement. Identifiable
assets acquired and liabilities and contingent
liabilities assumed in a business combination

18 R AN SR B 1T Y B i
HIAF(E - PrEREAE
BRIARELFEL
MEMEESBENR
FIE - REBAHKE
B AT 38 Bl B DA R AR
MEENRIARE ¥

are measured initially at their fair values at the FirIE B AT E
acquisition date. =2

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

Acquisition-related costs are expensed as
incurred.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2
POLICIES (continued)
2.2 Consolidation and combination (continued)
2.2.1 Subsidiaries (continued)

FESHHEBE )

2.2 ZEREGHE)
2.2.1 WMBARE)

80

(a)

Business combination (continued)

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

(a)

ES =Nl

(EEF =Nl R
B W T B ERWE
HEFRERKER
HgRmE M8
ERBHIAFE %

such re-measurement are recognised in profit BENTEMELTM
or loss. WasskE51E - Riga
7

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

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

PAX GLOBAL TECHNOLOGY LIMITED ANNUAL REPORT 2015

AEE RS EENIMK
ARE - RUWHEBRAHQ
FERER - BAREENL
BENHARERFE
HixEE)  REFES
FHERI 3957 N 1B A FE
R o DRRESHIKA
RETIMAZHE
HREEN SRR

PrEEA(E - KRB
I EMIEERE RS
R AEAF S BIR URFE 77
MR SRR B A
FEEARHICEEE
FENAFENEZER
FEDIRR o MPTEENR
& - CHERIFERE R
RIERIFiF s AR
RIARER A E QA
BEEFENRATE B
MERERXNGE WE
RUER ©



Notes to the Consolidated
Financial Statements

i © B 15 SR 2R Bl 5

2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESTBERBZEw

POLICIES (continued)
2.2 Consolidation and combination (continued) 22 ZJEREHE)
2.2.1 Subsidiaries (continued) 221 MIBARE)

(a)  Business combination (continued) (a) XEEHE)
Intra-group transactions, balances and EBRNRFHEZRS -
unrealised gains on transactions between group R R EBERNA AR
companies are eliminated. Unrealised losses are SEREHR W= T IA
also eliminated unless the transaction provides B - RIERHHEFERE
evidence of an impairment of the transferred FREEEE LR
asset. When necessary, amounts reported by B - BRIRZREET
subsidiaries have been adjusted to conform SEIE - WMEFTE W
with the Group’s accounting policies. BARMGREeESIED

FE - AEREAREE
SRR -

(b)  Changes in ownership interests in subsidiaries (b)  TERELIEFERHT
without change of control B LA HEE R By
Transactions with non-controlling interests that TEHE TSI IE
do not result in loss of control are accounted for B ERZ S ARSIE
as equity transactions — that is, as transactions w5 — BIARSE
with the owners of the subsidiary in their BB AR AN S
capacity as owners. The difference between fair DEGEEAETRS o
value of any consideration paid and the relevant ERIEMNRERTFER
share acquired of the carrying value of net assets Frius g MR R FE IS M B A
of the subsidiary is recorded in equity. Gains or AEEFERmENE
losses on disposals to non-controlling interests FHERE R  [RIZEIEAR
are also recorded in equity. s HE M RETIIE

T o
()  Disposal of subsidiaries (c) MHEKELE]
When the Group ceases to have control, any TN £ [E] Sk 25 1 R
retained interest in the entity is re-measured to RE M AR EE
its fair value at the date when control is lost, BREEERIEERNR
with the change in carrying amount recognised FEEMGE - BERE
in the consolidated income statement. The HEZHEHFEalaE
fair value is the initial carrying amount for the TR o pLEE ARTIE
purposes of subsequently accounting for the BENE  AERER
retained interest as an associate, joint venture CRMEENREER
or financial asset. In addition, any amounts ERATEAVBER
previously recognised in other comprehensive 8 o bEoh - SERTREAM
income in respect of that entity are accounted PHEWEEREZE
for as if the Group had directly disposed of BRAMNEM SR - B’
the related assets or liabilities. This may mean MASEEERLER
that amounts previously recognised in other FMEEXBENTAA
comprehensive income are reclassified to the Bk o WA RE B R SE AR
consolidated income statement. EMrERmERANE®
BENOSBERE KRG
%o
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Consolidation and combination (continued)
2.2.2 Separate financial statements

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

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

2.3 Segment reporting
Operating segments are reported in a manner consistent

2.4

with the internal reporting provided to the chief operating

decision-maker. The chief operating decision-maker,

who is responsible for allocating resources and assessing

performance of the operating segments, has been identified

as the Executive Directors that make strategic decisions.

Foreign currency translation

(a)

Functional and presentation currency

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

2.4 Foreign currency translation (continued)

FESHBEBE )

24 HMEBE(E)

(b) Transactions and balances (b) XREREER
Foreign currency transactions are translated into INER SRR 5ERERZE
the functional currency using the exchange rates Ky EHTEIBA ZEERE
prevailing at the dates of the transactions or valuation REEEE - BEHER S R
where items are re-measured. Foreign exchange FRERBEINEDENE
gains and losses resulting from the settlement of BEERAGBEEINER R
such transactions and from the translation at year- REEAN G am KRR
end exchange rates of monetary assets and liabilities MR E A 2 E S R ES &
denominated in foreign currencies are recognised BReRELE P REERTE
in the consolidated income statement, except when EEREHRBRAN o
deferred in other comprehensive income as qualifying
cash flow hedges and qualifying net investment
hedges.

() Group companies (0 HKEARAF
The results and financial position of all the group DIeEHE B 2 E T AR A
entities (none of which has the currency of a FrESEBEER(2HEEaR
hyper-inflationary economy) that have a functional IREEN G ) BB LT
currency different from the presentation currency are AR BATHRBRERER
translated into the presentation currency as follows: g

(i)  assets and liabilities for each balance sheet
presented are translated at the closing rate at
the date of that balance sheet;

(i) income and expenses for each income
statement are translated at average exchange
rates (unless this average is not a reasonable
approximation of the cumulative effect of the

iy BEERBEXRMZINE
EREE BREHEAN
W E R E

(i) BREROWARZH
B PHEERKRE
(ML FHEYIEZE
XHAHMBITEXA

rates prevailing on the transaction dates, in 2B RS EL B
which case income and expenses are translated Sh e FERERT - A
at the rate on the dates of the transactions); Rz iR 5 B HikE

and

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

KE) R

(i) PrAMILELNERZE
BEAMEEKETHE

R e
Goodwill and fair value adjustments arising on the W EINEBEENPmERA
acquisition of a foreign entity are treated as assets TERBERZEINEENE
and liabilities of the foreign entity and translated EFMAE - Wik mE X

at the closing rate. Currency translation differences
arising are recognised in other comprehensive
income.

HoEEAMESZHEEAME
e AERR o
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.5 Property, plant and equipment

o O\
rENs

84

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

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

Depreciation of property, plant and equipment is calculated

using the straight-line method to allocate cost to their

residual values over their estimated useful lives, as follows:

Buildings 5%-10%

20% or over lease
terms, whichever

Leasehold improvements

is shorter

Office furniture and equipment 18%—-25%

Plant and equipment 9%-25%

Motor vehicles 18%-25%

The assets’ residual values and useful lives are reviewed,
and adjusted if appropriate, at the end of each reporting
period.

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

Gains and losses on disposals are determined by comparing
the proceeds with the carrying amount and are recognised
within administrative expenses in the consolidated income
statement.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2 FESTBERBE®
POLICIES (continued)
2.6 Intangible assets 26 EFEEE
2.6.1 Goodwill 2.6.1 BE

Goodwill arises on the acquisition of subsidiaries
represents the excess of the consideration transferred,
the amount of any non-controlling interest in the
acquiree and the acquisition-date fair value of any
previous equity interest in the acquiree over the fair
value of the identified net assets acquired.

For the purpose of impairment testing, goodwill
acquired in a business combination is allocated to
each of the cash-generating units (“CGUs"), or
groups of CGUs, that is expected to benefit from the
synergies of the combination. Each unit or group of
units to which the goodwill is allocated represents the
lowest level within the entity at which the goodwill
is monitored for internal management purposes.
Goodwill is monitored at the operating segment level.

Goodwill impairment reviews are undertaken
annually or more frequently if events or changes in
circumstances indicate a potential impairment. The
carrying value of the CGU containing the goodwill is
compared to the recoverable amount, which is the
higher of value in use and the fair value less costs of
disposal. Any impairment is recognised immediately as
an expense and is not subsequently reversed.

2.6.2 Contractual customer relationships

Contractual customer relationships acquired in a
business combination are recognised at fair value
at the acquisition date. The contractual customer
relations have a finite useful life and are carried at
cost less accumulated amortisation. Amortisation is

2.6.2

EERWEHEARRESL
BIRTEERA(E - KRBT AE
[QEEEEe: Sk EY LR O Pi-l]
IR B TT RO M 2 B F AR
WA THESREWREBR EAIE
EFENRFERHNZEHE -

SURERBEME - FEAGRT
ESnmEeskEEBRES
SRAHHERENSREE
HEM([REEEEM KR
SEEEMAER - BEAHE
R BEUNEMERNREREN
HAFER B MBS ER
REER - BEINEEDE
IRETTELES ©

BEFFETRER - XE
BEHFHRAIBERAERRA
BEHIRR(ERS - R EIRER
& BEMERREELEN
B R T (A A W O S AR
B A m e R REEE
RNFERHERANERSE
ERERNRER RS - B
HEg A g@m -

BHEFRE

REBEHRUBHNEHNER
BAFIZ IR R B i A FE
R - aNEFHEEARAR
A R A A S AR IR A AR R 5
HIHYR - BHTERERXR

calculated using the straight-line method from three E DEERFPEAE=Z2T
to ten years over the expected life of the customer FHTaRTFH o

relationships.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.7

2.8

2.9

Leasehold land

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

Impairment of non-financial assets

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

Financial assets

2.9.1 Classification
The Group classifies its financial assets in the following
categories: at fair value through income statement,
loans and receivables, and available for sales. The
classification depends on the purpose for which
the financial assets were acquired. Management
determines the classification of its financial assets
at initial recognition. As at 31 December 2015, the
Group's financial assets mainly includes loans and
receivables.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.9 Financial assets (continued)

o O\
B

2.9.1 Classification (continued)

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. They are included in
current assets except for the amounts that are settled
or expected to be settled more than 12 months after
the end of the reporting period. These are classified as
non-current assets. The Group's loans and receivables
include “trade and bills receivables”, “deposits and
other receivables”, “restricted cash” and “cash at
bank” in the consolidated balance sheet (Notes 2.13
and 2.14).

2.9.2 Recognition and measurement

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

2.10 Offsetting financial instruments

2.1

Financial assets and liabilities are offset and the net amount
reported in the consolidated balance sheet when there is a
legally enforceable right to offset the recognised amounts
and there is an intention to settle on a net basis or realise
the asset and settle the liability simultaneously. The legally
enforceable right must not be contingent on future events
and must be enforceable in the normal course of business
and in the event of default, insolvency or bankruptcy of the
Company or the counterparty.

Impairment of financial assets

Assets carried at amortised cost

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

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

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

2.11 Impairment of financial assets (continued)

o O\
B

Assets carried at amortised cost (continued)

If, in a subsequent period, the amount of the impairment
loss decreases and the decrease can be related objectively
to an event occurring after the impairment was recognised
(such as an improvement in the debtor’s credit rating),
the reversal of the previously recognised impairment
loss is recognised in the consolidated income statement.
Impairment testing of trade and other receivables is
described in note 2.13.

2.12 Inventories

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

2.13 Trade, bills and other receivables

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

o O\
rENs

In the consolidated statement of cash flows, cash and cash
equivalents include cash on hand and deposits held at call
with banks and short-term highly liquid investments with
original maturities of three months or less.

2.15 Share capital

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net of
tax, from the proceeds.

2.16 Trade payables

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

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

2.17 Current and deferred income tax

90

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

(@) Current income tax

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

of amounts expected to be paid to the tax authorities.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.17 Current and deferred income tax (continued)

(b)

Deferred income tax

Inside basis differences

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

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

Outside basis differences

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

Deferred income tax assets are recognised on
deductible temporary differences arising from
investments in subsidiaries only to the extent that it is
probable the temporary difference will reverse in the
future and there is sufficient taxable profit available
against which the temporary difference can be
utilised.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.17 Current and deferred income tax (continued)

(9]

Offsetting

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

2.18 Employee benefits

(a)

(b)

Employee leave entitlements

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

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

Pension obligations

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

(b)

(9]

Pension obligations (continued)

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

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

Profit sharing and bonus plans

The Group recognises a liability and an expense for
bonuses and profit-sharing, based on a formula that
takes into consideration the profit attributable to the
Company’s shareholders after certain adjustments.
The Group recognises a provision where contractually
obliged or where there is a past practice that has
created a constructive obligation.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING 2
POLICIES (continued)

FESHHEBE )

94

2.19 Share-based payments

(a)

Equity-settled share based payment transactions

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

° including any market performance conditions;

° excluding the impact of any service and non-
market performance vesting conditions (for
example, remaining an employee of the entity
over a specified time period); and
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At the end of each reporting period, the Group
revises its estimates of the number of options that
are expected to vest based on the non-marketing
performance and service conditions. It recognises
the impact of the revision to original estimates, if
any, in the consolidated income statement, with a
corresponding adjustment to equity.

In addition, in some circumstances employees may
provide services in advance of the grant date and
therefore the grant date fair value is estimated for
the purposes of recognising the expense during the
period between service commencement period and
grant date.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.19 Share-based payments (continued)

o O\
B

(@) Equity-settled share based payment transactions
(continued)
When the options are exercised, the Company issues
new shares. The proceeds received net of any directly
attributable transaction costs are credited to share
capital (nominal value) and share premium.

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

2.20 Provisions

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

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

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

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

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

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

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

2.22 Leases (as the lessee for operating leases)

96

Leases in which a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under
operating leases (net of any incentives received from the
lessor) are charged to the consolidated income statement
on a straight-line basis over the period of the lease.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.23 Value added tax refund

o O\
B

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

2.24 Government grants

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

2.25 Research and development

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

2.26 Dividend distribution

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

2

FESHBEBE )

2.23

2.24

2.25

2.26

BEBRFRRERAT —B-AFER

BEBRB

B A IBREATRERT - BIER
KRR E RS RERFALER -
AEB NG KRR EH YK
AJNHERIBERRH

BT &

fid A & R E AT U B BUT & B T AR
SE T R & E AT A M R R
ZBNEBE R RAFERRE W
s E A JHER -

W

MEFINELRIHE - ZEED
E NI TIE M R ARZIE B KK
AT St 2 - RER
T8 B EE R (B RERRET BOBI ST
EmXHRERBRARBLEE -
Hip B RASNELERH - BE
ERRAXNBERKIATERER
HifRERREE

IR B2k
AARRBERD IR SR AR R
BRAEBZE(RFERBER) AR
SHIR - EAREE MR AR
RRAE-

97




i

Notes to the Consolidated

Financial Statements
#r O B 95 IR TP 5E

3

98

FINANCIAL RISK MANAGEMENT

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

(@) Foreign exchange risk

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

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

For group companies with HK$ as their functional
currency

As at 31 December 2015, if RMB had weakened/
strengthened by 5% against HK$ with all other
variables held constant, profit for the year and
equity of the Group would have been approximately
HK$6,621,000 (2014: HK$7,117,000) lower/higher,
respectively, mainly as a result of the foreign exchange
difference on translation of RMB denominated cash
at bank and on hand and the current account with
related parties.
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FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(a)

Foreign exchange risk (continued)
For group companies with RMB as their functional
currency

As at 31 December 2015, if HK$ had weakened/
strengthened by 5% against RMB with all other
variables held constant, profit for the year and
equity of the Group would have been approximately
HK$5,044,000 (2014: HK$1,817,000) lower/higher,
respectively, mainly as a result of the foreign exchange
difference on translation of HK$ denominated cash
at bank and on hand and the current account with
related parties.

For the group company with EUR as its functional
currency

As at 31 December 2015, if US$ had weakened/
strengthened by 5% against EUR with all other
variables held constant, profit for the year and
equity of the Group would have been approximately
HK$238,000 (2014: Nil) lower/higher, respectively,
mainly as a result of the foreign exchange difference
on translation of US$ denominated cash at bank and
on hand and trade payables.
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FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(b)

Credit risk

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

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

To manage this risk, deposits of the Group are mainly
placed with state-owned financial institutions and
reputable banks. The Group has policies in place
to ensure that sales are made to reputable and
creditworthy customers with an appropriate financial
strength, credit history and an appropriate percentage
of down payments. It also has other monitoring
procedures to ensure that follow-up action is taken to
recover overdue debts.

In addition, the Group reviews regularly the
authorisation of credit limits to individual customers
and recoverable amount of each individual trade
receivables to ensure that adequate impairment losses
are made for irrecoverable amounts.

The Group has concentration of credit risk. Sales
of goods and services to the top five customers
constituted 44.4% (2014: 38.9%) of the Group's
revenue for the year ended 31 December 2015. They
accounted for approximately 37.5% (2014: 50.2%)
of the gross trade receivable balances as at 31
December 2015. Collections of outstanding receivable
balances are closely monitored on an ongoing basis
to minimise such credit risk.
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FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(9]

Liquidity risk

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

Surplus cash held by the operating entities over
and above the balance required for working capital
management are transferred to interest-bearing
bank deposits with appropriate maturities to manage
its overall liquidity position. As at 31 December
2015, the Group maintained cash at bank and on
hand of approximately HK$2,144,312,000 (2014
HK$1,918,729,000), that are expected to be readily
available and sufficient to meet the cash outflows
of its financial liabilities, hence, management
considers that Group's exposure to liquidity risk is not
significant.
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3 FINANCIAL RISK MANAGEMENT (continued) 3 HBERREE®
3.1 Financial risk factors (continued) 3.1 BBEBEREE)
() Liquidity risk (continued) (0 #RBELERRE)
The table below analyses the Group’s non-derivative TRBELEEEHTHEZS
financial liabilities into relevant maturity grouping AREAB AT - BAREEE
based on the remaining period at the balance FETESRIAGED /B BERE
sheet date to the contractual maturity date. The BRI - TRFIBEENESEA
amounts disclosed in the table are the contractual BRARBERBESME - AR
undiscounted cash flows. Balances due within 12 TEROFEDK - B+ —1E
months equal their carrying values as the impact of ARSI AR A S N B BRE
discounting is not significant. (=8
Less than
1year Total
LPR—F et
HK$'000 HK$'000
FET FET
At 31 December 2015 A e
t=-—A=+—H~
Trade payables FE S BRAK 710,529 710,529
Other payables and accruals HibEMBRR N ERT 0B 59,207 59,207
Total Et 769,736 769,736
At 31 December 2014 RZET—MMF
+-A=+—-H
Trade payables FERTBRFR 423,754 423,754
Other payables and accruals E A P BRI FB R RUE 46,199 46,199
Total HET 469,953 469,953
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3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

o O\
B

(d) Interest rate risk

The income and operating cash flows of the Group
and the Company are both substantially independent
of changes in market interest rates. Both the Group
and the Company has no significant interest-bearing

assets, except for deposits placed with banks.

As at 31 December 2015, if interest rates on all
interest-bearing bank and cash deposits had been
50 basis points higher/lower with all other variables
held constant, profit for the year and equity
of the Group would have been HK$8,227,000
(2014: HK$8,298,000) higher/lower respectively,
due to higher/lower interest income earned on the
deposits.

3.2 Capital management

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

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

The Group monitors capital on the basis of the gearing
ratio. This ratio is calculated as total borrowings divided by
total equity. As at 31 December 2014 and 2015, the Group
had no borrowings, the gearing ratio is not applicable.
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3 FINANCIAL RISK MANAGEMENT (continued)

3.3 Fair value estimation

o O\
rENs

104

The inputs to valuation techniques used to measure fair
value are categorised into three levels within a fair value
hierarchy as follows:

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

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

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

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

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

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

FINANCIAL RISK MANAGEMENT (continued)

3.3

3.4

Fair value estimation (continued)

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

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

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

At 31 December 2014 and 2015, the Group had no
financial instruments stated at fair value.

Offsetting financial assets and financial liabilities
No financial assets and financial liabilities were subject to
offsetting, enforceable master netting arrangements and
similar arrangements as at 31 December 2014 and 2015.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS

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

(@) Income taxes and deferred taxation

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

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

Provision for inventories

The Group assesses the carrying amounts of inventories in
accordance with their net realisable value which is based
on the realisability of these inventories. Net realisable value
for inventories is determined by reference to management’s
estimates of the selling price based on prevailing market
conditions, less applicable variable selling expenses. Based
on management’s best estimates, an impairment provision
of HK$68,549,000 was made as at 31 December 2015 (31
December 2014: HK$29,421,000) (note 17).

(b)
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4 CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (continued)

(c)

(d)

Impairment of receivables

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

Acquisition accounting

Accounting for acquisitions require the Group to allocate
the cost of acquisition to specific assets acquired and
liabilities assumed based on their estimated fair values at
the date of acquisition. In connection with the acquisition
of Pax Italia S.r.l., as set out in note 29, the Group
undertook a process to identify all assets and liabilities
acquired, including acquired intangible assets.

Judgments made in identifying all acquired assets,
determining the estimated fair value assigned to each
class of assets acquired and liabilities assumed, as well as
asset’s useful lives, could materially impact the calculation
of goodwill and depreciation and amortisation charges
in subsequent periods. Estimated fair values are based
on information available near the acquisition date and
on expectations and assumptions that were deemed
reasonable by management.

Determining the estimated useful lives of tangible and
intangible assets acquired where applicable also requires
judgment.
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REVENUE AND OTHER INCOME

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

WA R E At A
AEEEERFHEETIMBERR
IRECRRIIRE - A MFEC BRI
REMMAIT -

Year ended 31 December

BEt+t-A=+t—-BLFE

2015 2014
—E-REF —E g4
HK$’'000 HK$'000
FET FHET
Revenue PN

Sales of electronic payment products HEBFYNER 2,841,393 2,346,837
Provision of electronic payment services BIRE TR 29,401 26,435
2,870,794 2,373,272

Other income Hipug A
Interest income FL WA 19,833 23,198
Value added tax refund (note (i)) RIRIEER (A FEG)) 79,600 41,770
Subsidy income [EELTON 8,402 3,934
Others Hih 1,400 1,543
109,235 70,445

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

SEGMENT INFORMATION

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

Due to acquisition of Pax Italia S.r.l. during the year (Note 29), a
separate business unit has been set up for the operation in Italy.
The Group has adopted the new organization structure as the
internal reporting format to assess performance and allocate
resources effective for the year ended 31 December 2015.

The Group primarily operates in Hong Kong, the PRC (China
excluding Hong Kong, Macau and Taiwan), the United States
of America (the “US") and Italy. The management assesses
the performance of the Group from a geographic perspective
based on the locations of the subsidiaries in which revenues are
generated.
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6

SEGMENT INFORMATION (continued)

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 during the year by

segment is as follows:

6 DEERw®
EEERENELLRT (RS
THERE S EN RS -

REBFERZEIBE DN ARER X
REEDIMT

Year ended 31 December 2015
BE-2-EEt-A=+-HLEE

PRC,
other than
Hong Kong,
Macau and
Taiwan Hong Kong Italy  Elimination
FE(ES
B
AER) B E: BAA i b
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TiEx Ti#x Ti#x TEx TEx
Turnover from external customers  RESNMIEFHLER 1,748,803 999,635 105,433 16,923 - 2,870,79%
Intra-group turnover EENLAHERSE 894,733 112,275 - - (1,007,008) -
Total turnover BEXE 2,643,536 1,111,910 105,433 16,923  (1,007,008) 2,870,794
Segmental earnings/(loss) before S EBRFI B -

interest expense, taxes, BB HER

depreciation and amortisation BHmRA/ (FR)

("EBITDA") ([EBITDA]) 367,169 323,777 (24,159) (906) (2,904) 662,977
Depreciation e (3,802) (260) (340) (158) - (4,560)
Amortisation B (6) = = (438) = (444)
Segmental operating profit/ PEEEET/

(loss) and profit/(loss) before (F18) RBFEH

income tax AaR/(B8) 363,361 323,517 (24,499) (1,502) (2,904) 657,973
Income tax expense FEHimY (37,687)
Profit for the year FRET] 620,286
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Year ended 31 December 2014
HE2-Z-NME+-A=1—HILEE

PRC,

other than

Hong Kong,

Macau and
Taiwan Hong Kong us Elimination Total

HEl(F® -

AR
AIERAM) B %8 ik BE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T T T T
Turnover from external customers RENMIBEPHEEE 1,708,104 611,848 53,320 - 2,373,272
Intra-group turnover EENDAMEEE 566,826 41,981 - (608,807) -
Total turnover feloE <o) 2,274,930 653,829 53,320 (608,807) 2,373,272
EBITDA EBITDA 331,097 145,429 (11,245) 1,914 467,195
Depreciation & (3,289) (177) (529) - (3,995)
Amortisation B (6) - - - (6)

Segmental operating profit/(loss)and A IELE R/ (BE) R

profit/(loss) before income tax BRETSHRTER/ (BE) 327,802 145,252 (11,774) 1914 463,194
Income tax expense FERES (71,388)
Profit for the year FEREF 391,806
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6 SEGMENT INFORMATION (continued) 6 DEERm@W
The segment assets and liabilities at 31 December 2015 and R_Z—AF+_A=+—BHDBEEE
additions to non-current assets for the year ended 31 December REBUARBE—_ZT—AF+-_A=1+—
2015 are as follows: HIEFEERBEENFENT :

As at 31 December 2015

R=B-RE+=A=1+-H
PRC,
other than
Hong Kong,
Macau and

Taiwan Hong Kong Italy Elimination

HE(ES
AR
=1 5210 Bt *H BAF ik A%
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ThRL THT THT THT THT THL

Segment assets NEBE 3,064,034 1,539,148 86,403 43,019 (652,405) 4,080,199

Segment liabilities HEaRE 1,302,751 201,504 131,075 5,467 (651,197) 989,600

Year ended 31 December 2015
BE-E-RAEt-A=t-HLEE
PRC,
other than
Hong Kong,
Macau and
Taiwan Hong Kong Italy  Elimination

HE(ES

Ak
BERH) B *H BAHN s agm
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTER FHR TiEx TiEx TiEx TEx

Additions to non-current assets  JERBEAENARE
(including prepayments for (BREKENERRN
acquisitions of subsidiaries) EEE) 22,431 15,124 = 15,826 = 53,381
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6 SEGMENT INFORMATION (continued) 6 DEER®
The segment assets and liabilities at 31 December 2014 and RZZE—NF+_A=+—HNSEEE
additions to non-current assets for the year ended 31 December FEBEARBE-_E—NF+_A=1T—
2014 are as follows: HIEFEFERBDEENFTENT :

As at 31 December 2014
RZE-NE+=A=1—A

PRC,
other than
Hong Kong,
Macau and
Taiwan Hong Kong us Elimination Total
HEl(F® -
BAR
AIERAM) BB =S i Fes
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAL FET FAL FAL FET
Segment assets NEEE 2,415,257 1,142,449 38,297 (261,690) 3,334,313
Segment liabilities NEBRE 884,063 99,881 59,781 (257,592) 786,133
Year ended 31 December 2014
HE_Z-MFT-A=+—HLFE
PRC,
other than
Hong Kong,
Macau and
Taiwan Hong Kong Us Elimination Total
hE(EE
BAR
=) BB e i ag
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAL FET FAL FAT FHET
Additions to non-current assets ERPEENTE 6,439 826 228 - 7,493
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6

SEGMENT INFORMATION (continued)

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

Additions to non-current assets mainly comprise additions to
property, plant and equipment, intangible assets including
additions resulting from acquisition through business combination
and prepayments for acquisitions of subsidiaries.

In 2015, revenue of approximately HK$474,805,000 is derived
from the largest customer, representing 16.5% of the total
revenue, which is attributable to the HK operating segment;
HK$256,467,000 is derived from the second largest customer,
representing 8.9% of the total revenue, which is attributable to
the PRC operating segment. In 2014, revenue of approximately
HK$255,850,000 is derived from the largest customer,
representing 10.8% of the total revenue, which is attributable to
the HK operating segment; HK$222,171,000 is derived from the
second largest customer, representing 9.4% of the total revenue,
which is attributable to the PRC operating segment.

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

The Group is mainly domiciled in Hong Kong, the PRC, the US
and Italy.
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6 SEGMENT INFORMATION (continued) 6

The Group’s non-current assets by geographical location, which
is determined by the geographical location in which the asset is

located, is as follows:

EER @)
R BERENE DM AERERSEE
HHWT -

As at 31 December

R+=A=+—8
2015 2014
e —E—pE
HK$'000 HK$'000
FTER FAT
Non-current assets FREEE
PRC, other than Hong Kong, FEI(HS - R
Macau and Taiwan BERIN 27,517 10,283
Hong Kong BAE 15,769 906
us XE 306 460
Italy BAF 16,022 -
59,614 11,649

7 EXPENSES BY NATURE

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

7 BRUHEEISNEX
FTABERAE - HEME RITER X A5
ST

Year ended 31 December

BEt+t-A=+t—-BLFE

2015 2014

—B-HF —E-F

HK$’000 HK$'000

FTET FAT

Auditors’ remuneration % EEMEN< 2,152 1,949
Depreciation of property, plant and Y - BELRETE

equipment (note 13) (FI5E13) 4,560 3,995
Amortisation of leasehold land (note 15)  FE& + b #44 (K{:E15) 6 6
Amortisation of intangible assets (note 14) A & E# S (MizE14) 438 -
Employee benefit expenses (including BERNFAX(RREEHE)

Directors’ emoluments) (note 9) (FIE9) 280,633 215,943
Costs of inventories sold (note 17) EHFERACIE7) 1,702,730 1,480,103
Operating lease rentals in respect of BFRKeiglEe

buildings 18,392 15,828
Research and development costs R BE AR AR 157,734 113,841
Sales commission SEEMS 13,293 48,991
Provision of trade receivables (note 18(c))  FEURBR ZuE & (M13E18(0)) 3,666 632
Loss on disposal of property, plant and HEME  BEN

equipment HiEEE = 37
Provision for obsolete inventories PREFERECTE17)

(note 17) 39,492 18,687
Donation B 1,106 1,256
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NET FOREIGN EXCHANGE LOSS 8 INEFEIE
The net foreign exchange loss recognised in administrative HE-_Z—RAF+-_A=+—HLFE
expenses for the year ended 31 December 2015 amounted to RITBHRXFERNIINEFEE - &
HK$7,618,000 (2014: HK$3,017,000). 7,618,000/ 7t (=& — U4 : 3,017,000
BIT) °
EMPLOYEE BENEFIT EXPENSES (INCLUDING 9 EERFFAX(BRESME)
DIRECTORS’ EMOLUMENTS)
Year ended 31 December
BE+-A=+—-HLEE
2015 2014
—®-HfF —T—mF
HK$°000 HK$'000
TET FHT
Wages and salaries ITENRHS 241,487 168,365
Share options granted to directors and BTEE ME B ERE
employees 13,568 26,628
Social security and pension costs HERERBERE KA 25,578 20,950
280,633 215,943
Five highest paid individuals IEBESHFAL

The five individuals whose emoluments were the highest in the
Group for the year ended 31 December 2015 included two
Directors (2014: one). The emoluments payable to the remaining
three (2014: four) individuals during the year are as follows:

AEBBE-_ZE-RF+-A=+—HIt
FERERSFALEEMBESR(ZZ
—mE —F)  c AEEEMNBRT=R(=
T—PUEE M) ALBEETIT

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

2015 2014
—-nF —z-mF
HK$'000 HK$'000
FET FAT

Salaries, allowances, share options and e o AL - B
benefits in kind REYEF 12,864 23,133
Pension cost RIRB AR 53 68
12,917 23,201
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EMPLOYEE BENEFIT EXPENSES (INCLUDING 9
DIRECTORS’ EMOLUMENTS) (continued)

The emoluments fell within the following bands:

EERIAX(BREEHE)

e F T HIAR

Number of individuals

Emolument band

HK$3,500,001 — HK$4,000,000
HK$4,000,001 — HK$4,500,000
HK$4,500,001 — HK$5,000,000
HK$5,000,001 — HK$5,500,000
HK$5,500,001 — HK$6,000,000
HK$7,000,001 — HK$7,500,000

[Nl

3,500,001/&7C —4,000,000/8 7T
4,000,001;%7C —4,500,000/8 7T
4,500,0017% 7T —5,000,000/7T
5,000,001/87T — 5,500,000/ 7T
5,500,0018 7T —6,000,0008 7T
7,000,001787C—7,500,000/8 7T
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10 INCOME TAX EXPENSE 10 FriSHiBAx

Year ended 31 December
BE+t-A=1t—HLEE

2015 2014
—E—FE —F-EF
HK$’000 HK$'000
FExT FHET

Current income tax BNERFR1S
— PRC corporate income tax — RIS 11,588 54,407
— Hong Kong profits tax — EEFER 59,481 26,578
Over provision in prior year, net (Note a)  BEFEREREE - B3 (Hsta) (32,476) (9,597)
Total current income tax BNERFRS TR S 4858 38,593 71,388
Deferred income tax RIS R (906) -
Income tax expense s 37,687 71,388

Hong Kong profits tax has been provided for at the rate of
16.5% (2014: 16.5%) on the estimated assessable profit for the
year ended 31 December 2015.

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

Note a:  Wonder Pax Technology (Shenzhen) Co. Ltd. (“Wonder Pax"), a subsidiary
of the Group, obtained the approval from the relevant applicable 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. The over
provision of income tax accrued by Wonder Pax in financial year 2014,
being calculated at the tax rate of 25%, of approximately HK$32,976,000
was credited to the profit and loss for the year ended 31 December 2015.

Pax Computer Technology (Shenzhen) Co., Ltd. (“Pax Computer
Shenzhen”), a subsidiary of the Company, is located in the
Shenzhen Special Economic Zone. Pursuant to the Corporate
Income Tax Law of the PRC effective from 1 January 2008 (the
“CIT Law"), Pax Computer Shenzhen is subject to Income Tax
of 25% unless the preferential rate is applicable. Pax Computer
Shenzhen is qualified as a High and New Technology Enterprise
under the CIT Law and is eligible and approved to enjoy a
preferential tax rate of 15% for 3 years from 2015 to 2017. As
such, the applicable corporate income tax rate of Pax Computer
Shenzhen is 15% for the year ended 31 December 2015.

BE-_E—RE+-A=+—AHILEE -
EBFEHBIE G ERTRFIER X
16.5% (= Z—V4 : 16.5% ) EL B -

I M BT SRR F A SRR B A
BAREBEREMERZRIRITHERGTE

Mizra : ZAEEKMEARSESERFRORIDERR
A(BERE)R-_T—AFMAEHE
HARERILEZAEEREE  TE =
Z-NFREZERAPEACERME
HB=FEHIEHR50% - BEEER=
T -NFHRFENRTAERBREEED
32,976,000 LR A R 25% B 5t ABLE —
T-AF+-A=+—RALFEEF-

AATIMBEAT A B EREMORINDE
FRABN([ BB E#RIND R RRIGEHE
R o REN ZEEN\F— A —BERW
FRMEMSHE(TREMERE] - B
ERTEEORYBER25% T R MATSE -
EBEVERERERIN - REBELEMEN
% BEITERRYIBR ST EMEE
RNZZE—RAFE_T—LF=-FHHEE
ERBLEZE15%MEBRRE  Eitt - &
E-TET-—RAF+-_A=+—HLEFE ' B
BETEMRIINBEACEMEEA15% o
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INCOME TAX EXPENSE (continued)

Pax Technology, Inc. and Pax Italia S.r.l., subsidiaries of the
Company in the US and ltaly respectively, were operating at net
loss positions and did not have any taxable profit for the year
ended 31 December 2015 (2014: Nil).

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

10 A&

AR E 5 RIRL RS2 B F B KA BB 8 2 &)
Pax Technology, Inc.}&%Pax Italia S.r.|. 7A&,
BT -RAF+ZA=+—HILEFEH
SEBRHEE  UTEECHERTEN(ZF
—PHEF ) e

R BER FTS BEAT & A H) IR B IR P E
R B RDERE R R A G B B8R NI /0 ik
BREAENIBRSBENHERNOT

Year ended 31 December

BEt+t-A=+—-BLFE

2015 2014
—B-HF —T—mE
HK$'000 HK$'000
FTHET FET
Profit before income tax P55 Ala Al 657,973 463,194
Tax calculated at domestic tax rates EREEBRREE R
applicable to profits in the respective HAEWHRTENTIE
countries 64,086 75,458
Income not subject to taxation AR RMA (1,462) (946)
Tax incentives for research and development A B AR S HIHT B A 7
expenses available for a subsidiary A BRAMNTIEER
incorporated in the PRC (note (i)) (BEEEG)) (5,352) (5,173)
Expenses not deductible for taxation PRI S A R RS2
purposes 8,219 8,020
Unrecognised tax losses REERHTIIEE S 4,672 3,626
Over provision in prior year, net (note a) = —4/ZBEEREE - JF5E(MiEa) (32,476) (9,597)
37,687 71,388

note (i): The Group obtained an incentive from the PRC tax authority relating to the B3 ()
research and development expenses of a subsidiary in the PRC. Under such
tax incentive rule, the Group may claim an additional tax deduction up to
50% of the relevant research and development expenses incurred in a year
approved by the PRC tax authority.

A E R A P B B A R A E
RESHREBBHRERMN —ANARE -
REBEBBEBRA  AKE RHFHEIN
FRAEMESFEF NIRRT EEMHN50% -
i BT HRE AL

E-T-RFT A=+ ALFE
INREF 8 AR A9.7%( — T — P4 ¢
16.3%) °

The weighted average applicable tax rate was 9.7% (2014
16.3%) for the year ended 31 December 2015.
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11 EARNINGS PER SHARE 11 BRER
(a) Basic (a) EXR
Basic earnings per share is calculated by dividing the profit FREABFTIZAQREE AR
for the year attributable to owners of the Company by the MARFEEFBRFRNDETERR
weighted average number of ordinary shares in issue during IEFHEETE -
the year.
Year ended 31 December
BE+-A=1+—HLEE
2014
—T—[MF
Profit attributable to owners of RAREE AEERT
the Company (HK$'000) (F%&1) 620,736 391,806
Weighted average number of ordinary 2217 B INAEF 5 &R
shares in issue (thousand shares) (FR%) 1,108,940 1,079,975
Basic earnings per share BREREF]
(HK$ per share) (Zl#ET) 0.560 0.363
(b) Diluted (b) #8

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

SREERNNGFETARRRKRE
R BOBTE R 0 BB ARUA
HEEHITERBRMINEFIHE
ARRRE - RABEEEBEN
BRRBRE - SABRENE &
i AR TT 12 BB AR R P PN SR BB O B
EBEFE  NETARIFEGES
AR BB AR FEHE)BER
RDEE o 32 il 77 EFE R
2EERRBRBRTEREDE
TTHOBD B B {ELLER -
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11 EARNINGS PER SHARE (continued)

(b) Diluted (continued)

11 BRERNE
(b) #E®)

Year ended 31 December

BEt+t-A=+—BLFE

2014
—E—-ME
Profit attributable to owners of PN/NEIESYEWN S il
the Company (HK$'000) (FA&m) 620,736 391,806
Weighted average number of ordinary =277 & BAR NFEF 8L
shares in issue (thousand shares) (F) 1,108,940 1,079,975
Adjustments for share options PEEREIEL R
(thousand shares) (FA) 16,681 30,914
Weighted average number of ordinary &A% 858 & F| # I A%
shares for diluted earnings per share iRk
(thousand shares) (FR%) 1,125,621 1,110,889
Diluted earnings per share GREE RN
(HK$ per share) (FRET) 0.551 0.353

12 DIVIDENDS

The interim dividends paid in 2015 were HK$22,229,000
(HK$0.02 per ordinary share) (2014: Nil). A final dividend in
respect of the year ended 31 December 2015 of HK$0.02 per
ordinary share, amounting to HK$22,240,000, is to be proposed
at the annual general meeting on 22 April 2016. These financial

statements do not reflect this dividend payable.

12 KE

RZZ—HF ARAREXZAHHEHARKRS
22,229,000 7% 7T (& A% & i@ 12 0.02 % 7T)
(ZZE—WF - &) - HR_ZT—RFWMA
TTZHZRFRBFAEEREHAEE "
T-AF+ZA=t+—HILEFEZRER
BERE®R0.02ET - AE22,240,000
PETT o REAS IR A RIREZERT AR S, o

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

2015 2014
—E-FHF TN
HK$’'000 HK$'000
FExT FAT

Interim dividend paid of HK$0.02

B R BA0.02/8 TR HAM B

(2014: HK$ Nil) per ordinary share (ZZ—WF : THIT) 22,229 -

Proposed final dividend of HK$0.02 B EmAR0.028 Ty i R BN B
(2014: HK$ Nil) per ordinary share (ZZ—mF - T%n) 22,240 -
44,469 -
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13 PROPERTY, PLANT AND EQUIPMENT

13 % BERRE

Office
Leasehold  furniture and Plant and Motor
Buildings improvements equipment equipment vehicles Total
HE BAE K=
¥ MEEE BERRE P& "E st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET TET FET FET FERT T
Year ended 31 December 2014 BE-2-mF
+-A=+—-HLEE
Opening net book amount BOREFE 1,505 - 3,926 1,752 969 8,152
Additions ANE - - 1,664 3,153 2,676 7,493
Depreciation (note 7) e (HiFE7) (884) - (1,744) (534) (833) (3,995)
Exchange differences EHERE (30) - (71) (56) (28) (185)
Disposal e - - (37) - - (37)
Closing net book amount HREEFE 591 - 3,738 4,315 2,784 11,428
At 31 December 2014 R-B-MFE+=A=+-H
Cost 3% 7,537 1,043 13,485 7,133 7,199 36,397
Accumulated depreciation ZEHE (6,946) (1,043) (9,747) (2,818) (4,415) (24,969)
Net book amount BREFE 591 - 3,738 4,315 2,784 11,428
Year ended 31 December 2015 BE-Z-1%
t+=A=+-HLFE
Opening net book amount BYREFE 591 - 3,738 4,315 2,784 11,428
Acquisition of a subsidiary (note 29) g — R B A A (Hi5E29) - - 202 - - 202
Additions NE - 1,664 3,290 - 294 5,248
Depreciation (note 7) b GEY)) (581) (288) (2,107) (818) (766) (4,560)
Exchange differences ERER (10) 10 (214) (527) 97) (838)
Closing net book amount HREEEFE - 1,386 4,909 2,970 2,215 11,480
At 31 December 2015 R-B-RE+=-A=+-H
Cost A 7122 2,649 16,323 6,418 6,970 39,482
Accumulated depreciation Z5tifE (7,122) (1,263) (11,414) (3,448) (4,755) (28,002)
Net book amount REFE - 1,386 4,909 2,970 2,215 11,480

All depreciation of the Group’s property, plant and equipment

has been charged to administrative expenses.

REEME - BEEREBOAETED

ANTHFX -
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14 INTANGIBLE ASSETS 14 BREE
Contractual
customer
relationships
Goodwill and others Total
EHER
maE BEREAM &t
HK$'000 HK$'000 HK$'000
FHET FHET FHET
Year ended 31 December 2015 BE—_T—1EF
TZA=t+—HLEEFE
Opening net book amount HAYIBR T FE - - -
Acquisition of a subsidiary (note 29) i — M E 2 A (F5129) 8,181 7,955 16,136
Amortisation charge (note 7) B8RS (F3E7) - (438) (438)
Exchange differences R (37) (36) (73)
Closing net book amount HRRERE 8,144 7,481 15,625
At 31 December 2015 R-ZB—-RFE+=-A=+—H
Cost AR 8,144 7,919 16,063
Accumulated amortisation DY - (438) (438)
Net book amount SR FE 8,144 7,481 15,625
Amortisation of HK$438,000 (2014: Nil) has been charged to 438,000 T (= — M4 : \)#HEDE
administrative expenses. AFTHRFI ©
Goodwill is monitored by the management at the operating EREREEHEMELENE - BED
segment level. An operating segment level summary of the HRmE EME250T

goodwill allocation is presented below:

Year ended 31 December

BE+-A=1+—HLEE
2015 2014
—E-AF —E-mF
HK$'000 HK$'000
FTHET FET

Italy BAF 8,144 -
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15

INTANGIBLE ASSETS (continued)

Impairment test for goodwiill

The recoverable amount of a CGU is determined based on a
value-in-use calculation. The calculation uses pre-tax cash flow
projection based on financial budgets approved by management
covering a five-year period. Management prepared its budget
within the five-year period using the estimated growth rates of
3% to 30%. 3% growth rate is used to extrapolate cash flows
beyond the five-year period. The growth rate does not exceed
the long-term average growth rate for Italy in which the CGU
operates.

The management believes that any reasonably possible change in
the key assumptions on which the recoverable amount is based
would not cause the carrying amount of the unit to exceed its
recoverable amount. There was no impairment provision for
intangible assets for the year ended 31 December 2015 (2014:
HK$Nil).

LEASEHOLD LAND

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

14

15

BEEE®

HERENR

B B T I B SR R B
HEMTE - ZEERBEEEAENT
FHMHBEREABAMR S RS
TEE - ERBHEEOTFHREE IR
b EH8 3% 2 30% 1T - T HA
ReRBAAEERIEA3% - BE
RGBS L BASE R EA
FERMTHBER o

EEERE  JRESRREHEIZRR
MEMNAEREEK TSR EMRE
EBRELEAKRESHE BE_T—1F

BEE(—2-—NF  BER) -
HE T i

AEBNEE LR R T AT E A
R BERREHESNT

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

2015 2014

—®-HfF —T-mF

HK$°000 HK$’000

TET FHT

Opening net carrying value HEREF{E 221 232
Amortisation (note 7) g (FEE7) (6) (6)
Exchange difference fE X Z5E (12) (5)
Closing net carrying value HARBRENFE 203 221

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

AEENEE LN TE - HHE/10E
504 - AEBEBE LA PTAREEFA
TR °
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124

SUBSIDIARIES

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

16 BT

RZZE-—RFE+A=+—08  FEE

2015 NEIBEWT :
Place of incorporation and  Principal activities and Particulars of issued and
Name type of legal entity place of operation paid up/registered capital Interest held
MR Lt B R TEEBR BRTRBERE/
B EEERER RS AMERFE s
Pax Technology Limited Hong Kong, limited liability Sales of E-payment Terminal HK$113,125,000 100%
BEMRERAT company products and provision of 113,125,000/ 7T
BE ARLA related services in Hong Kong
EERHEESF XN RERRR
HIABRR
BEEREMORIERDAR  The PRC, limited liability Development and sales of HK$200,000,000 100%
(Pax Computer Technology company E-payment Terminal products 200,000,000/ 7T
(Shenzhen) Co., Ltd.) (*) HE - AR and provision of related services
in the PRC
B REEE T X [HRE
m MR AR IR
BERERRCHINERAR The PRC, limited liability Development of software and HK$20,000,000 100%
([BERE] company hardware of E-payment 20,000,000/ 7T
(Wonder Pax Technology RE - BRAA Terminal products and provision
(Shenzhen) Co., Ltd.) of related services in PRC
("Wonder Pax") (*) ERERREET IR RERNE
1 R LR ERR
Pax Technology, Inc. The US, limited liability Sales of E-payment Terminal US$1,000 100%
company products in the US 1,000 %7
%8 - ARAF EXERHETFINEMER
Pax Italia S. . I. Italy, limited liability company Development and customising EUR100,000 70%
BAR BRAF software systems and sales of 100,0008f 7
E-payment Terminal products in
Italy
EEAFRBEREMENZERAE
EFXARRER
* The English names of Pax Computer Shenzhen and Wonder Pax represent * HRBEEERRII RS ERETEEAMNK

the best effort by the management of the Group in translating their Chinese
names as they do not have official English names.

The non-controlling interests in respect of Pax Italia S.r.l. are not

material.
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17

INVENTORIES 17 #BE
As at 31 December
R+=—A=+-—-8
2015 2014
—E-RHE g
HK$'000 HK$'000
F#ET FHET
Raw materials R 169,146 122,861
Work in progress RS 109,116 73,653
Finished goods RN oA 284,183 278,947
562,445 475,461

The cost of inventories included in cost of sales during the
year amounted to approximately HK$1,702,730,000 (2014
HK$1,480,103,000), which included provision for inventories of
HK$39,492,000 (2014: HK$18,687,000).

FA - REERTAENFEKXKAE
#91,702,730,000 % ;T ( =& — M F
1,480,103,000 8 7& - AR B EFH
539,492,000 L (ZF — U4
18,687,000/87T) °
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18 TRADE AND BILLS RECEIVABLES, DEPOSITS 18

BURERRARERRE - #ER

AND OTHER RECEIVABLES Hth fE W FRIE
As at 31 December
R+=HA=+-—H
2014
—Z—mF
HK$'000
FAT
Current portion BIEAER o
Trade receivables (note (a)) FEUERFR (B 3E(a)) 995,353 662,703
Amounts due from related parties (note 30(b)) &M EAES 5 X8 (FI7E30(b)) 70,912 -
Less: provision for impairment of R EUGRIE R E A (B 5T (o)
receivables (note (c)) (3,694) (660)
Trade receivables, net JEUBRFN — =58 1,062,571 662,043
Bills receivables (note (b)) R Z i (Mt (b)) 198,603 236,235
Trade and bills receivables | EMEFREMER L2 U 898,278
Deposits and other receivables =~ EeRAMmMEOR U 14,084
Trade and bills receivables, deposits and R BR TR M PR 4
other receivables o R H A FEWGRIA 1,304,893 912,362
Non-current portion BRI S
Prepayments for acquisitions of subsidiaries  UxBEHIE N &) T8 7008
(note 28 (a) and (b)) (Pft3E28(a) (b)) 21,975 -
Others HAith 9,425 -
31,400 -

AEENRERRLEBREE ke RkE
b FEM TR R BREE A T 5 EHAHE -

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

currencies:
As at 31 December
BR+t=A=+—H

2014
—ZT—mF
HK$’000
FHET
HK$ BT 8,658 13,163
RMB AR 947,578 840,313
Us$ =TT 337,261 58,886
EUR BT 11,396 -
1,304,893 912,362

R-T—MER-_F-RF+-A=1—
A - ERERTR R ERRE - ke KR
WHOEN A FERAREERS

The fair values of trade and bills receivables, deposits and other
receivables approximated their carrying values as at 31 December
2014 and 2015.
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18 TRADE AND BILLS RECEIVABLES, DEPOSITS 18 EWRRKEWREE B2k
AND OTHER RECEIVABLES (continued) H b U IR ()
(a) Trade receivables (a) EEWERR

The Group’s credit terms to trade debtors range generally
from 0 to 180 days. However, credit terms of more than
180 days may be granted to customers on a case-by-case
basis upon negotiation. As at 31 December 2014 and 2015,
the ageing analysis of the trade receivables and amounts
due from related parties is as follows:

AEEGSTEHEBANEERRO
F1808 5 o MM @ AETEMHE AR
ERE R MR PR LA 180 M1E
EH -R-_ZE—NEER-ZT—AF
+ZA=1+—8  EREFRER
REES 7 RIBRERER DTN T ¢

As at 31 December

R+=HA=+-—H
2015 2014
—E-RE T
HK$'000 HK$'000
THERT FAT
Up to 90 days 90H AN 750,231 425,205
91 to 180 days 91£180H 193,517 121,188
181 to 365 days 181£365H 37,174 54,135
Over 365 days 365H £ 85,343 62,175
1,066,265 662,703

As at 31 December 2015, trade receivables included
retention money receivables of HK$69,300,000 (2014
HK$55,877,000), which represents approximately 2%
to 5% (2014: approximately 2% to 5%) of the relevant
contract sum granted to certain number of the customers
in the PRC that has a retention period of three to five years.
As at 31 December 2015, retention money receivables
aged over 365 days amounted to HK$48,960,000 (2014:
HK$43,565,000).

The Group's sales are made to several major customers and
there is concentration of credit risks. Sales of goods and
services to the top five customers constituted approximately
44.4% (2014: 38.9%) of the Group’s turnover for the
year ended 31 December 2015. They accounted for
approximately 37.5% (2014: 50.2%) of the gross trade
receivable balances as at 31 December 2015.

Receivables that were neither past due nor impaired
amounted to approximately HK$1,050,799,000 (2014:
HK$641,671,000) as at 31 December 2015.
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EWERBERKENE
69,300,000 & T ( = & — 4 £ :
55,877,000/ 7T) - R THRBEAET
BEEMEBAREEN2%E5% (=
TP : #2%ZE5%) » MBI
AA=ZEZRF -R_T—RHFE+=
A=+—8  ERENSERKRS
@365 HH4EEE A48,960,000/8 7T
(=—Z—PU4E : 43,565,000/ 7T) °

REBMOBEIRNBRETERSE
LTEAEEESEHRRR -HEZZT
—hAF+—A=+—HLFE ¥
AARFHENSE R RIEENIRTE
EAREELEELNL44%(ZF—N
F:389%)  MERZZT—RHF
T A=+ HMERERESE
FH4937.5% (= F—F4F :50.2%) °

RZFE—RAF+=ZA=+—8"
B 48 360 BB JF 4R E A FE IR SRIE 49
1,050,799,0008 7L (=& — U £ :
641,671,000/ 7T) °
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18 TRADE AND BILLS RECEIVABLES, DEPOSITS 18 BURRKREWRE - BEK

AND OTHER RECEIVABLES (continued) H o FE WK IR (1)

(a) Trade receivables (continued) (a) FEWERM(E)
As of 31 December 2015, trade receivables of RZZE-—RAF+_A=+—H &
HK$11,772,000 (2014: HK$20,372,000) were past due W BR 1 11,772,0008 70 ( —Z— M
but not impaired. These relate to a number of independent % 1 20,372,000/ 7T ) © B HME RIR
customers for whom there is no significant financial B BEREZWES KU EEED
difficulty and based on past experience, the overdue BYEFER ERBILR &
amounts can be recovered. The ageing analysis of these HAFRIA AT T[] o it 5 R AR 3R
trade receivables is as follows: RIS O

As at 31 December

R+=A=t+—8H
2015 2014
—g-EfF —E—pE
HK$'000 HK$'000
FTET FHTT
Up to 90 days 90 H LA 7,256 17,109
91 to 180 days 91%180M 1,892 884
181 to 365 days 181%365H 2,624 967
Over 365 days 365H A £ - 1,412
11,772 20,372
(b) Bills receivables (b) EWERE
The balance represents bank acceptance notes with ZAESIE R B AR A E A A AR
maturity periods of within six months. RITARH R ©
The maturity profile of the bills receivables of the Group is as REERKEBENFPHERAT
follows:

As at 31 December

R+=—A=+—8
2015 2014
—E-HF —ZT—mF
HK$'000 HK$'000
FTET FET
Up to 90 days 90H AN 84,493 97,600
91 to 180 days 91£180H 114,110 138,635
198,603 236,235
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18 TRADE AND BILLS RECEIVABLES, DEPOSITS 18 BUWRRKEWRE - #EK

AND OTHER RECEIVABLES (continued) H o FE IR IR (1)
(c) Provision for impairment of trade receivables () EUERFURERE
The movement on the provision for impairment of trade JEWRRFURE R B Z AT -

receivables is as follows:

As at 31 December

R+=A=+—H
2015 2014
—®-HfF —T—mF
HK$'000 HK$’000
FExT FHTT
At beginning of the year REA) 660 28
Provision for the year (note 7) FREEE7) 3,666 632
Bad debt written off in current year F YRR (597) -
Exchange difference N =5 (35) -
At end of the year REXR 3,694 660
The maximum exposure to credit risk at the reporting date RS EPHEBNSAEERRS
is the carrying values of each class of receivables mentioned Pl EERFIENREE - RN
above. The Group did not hold any collateral as security for T-RF+ZA=+—8 £%E
these receivables as at 31 December 2015 (2014: Nil). I EE L% IR A R

fn( =T -4« &) o

The other classes within trade and bills receivables, deposits JEWBR TR S R R R - 1R A
and other receivables do not contain impaired assets. JE LSRR T ) L 58 Rl A I R ERUE
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19 RESTRICTED CASH 19 ZREES
As at 31 December
Rt+t=—A=+—8H
2015 2014
—B-HF —ET-F
HK$'000 HK$'000
FTERT FHETT
Restricted bank deposits ZRFIRITER 8,935 16,112
Restricted cash represents bank deposits of the Group which ZREIRSEAEEERRENEREZS
were placed as guarantee deposits for tenders and as securities UEREETEPOWERMFRARITE
for sales of goods to customers and were denominated in RMB. o TIAARBEHE -

As at 31 December 2015, the effective interest rate on restricted RZZE—RAF+-_A=+—H  ZERH
bank deposits was 0.35% (2014: 0.35%) per annum. All RITERNERFNEAEBTF03I%(ZF
restricted cash were kept in the bank accounts opened with —H4F :035%) c RZE—MNFER=F
banks in the PRC as at 31 December 2014 and 2015, where the —HF+ZA=1+—R0 FAZRIHRE
remittance of funds is subject to foreign exchange control. FHAEFRBIEARITFRAIRITERS - M

ERESMNEZBISNEE S o

20 CASH AT BANK AND ON HAND 20 |RITRFLAS
As at 31 December
R+=—A=+—~H
2015 2014
—E-HEF g4
HK$'000 HK$’000
FET FATT
Cash at bank and on hand RITRF RS 1,873,312 1,422,992
Short-term bank deposits EHESRITER 271,000 495,737
2,144,312 1,918,729
As at 31 December 2015, funds of the Group amounting to RZE-—RF+A=+—RH  X&H
HK$1,038,387,000 (2014: HK$958,408,000) were deposited £ #01,038,387,0008 o ( — T — M4 :
in bank accounts opened with banks in the PRC where the 958,408,000/ 7T, ) {7 HUAE A B 3% AR 1T 7
remittance of funds is subject to foreign exchange control. SHERITERP - A E N NEX RS
I
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20 CASH AT BANK AND ON HAND (continued)
The effective interest rate per annum on short-term bank deposits
of the Group was 0.6% (2014: 1.0%) per annum. These deposits
have an average maturity of 91 days (2014: 91 days).

The carrying amounts of cash at bank and on hand were
denominated in the following currencies:

20

RITRF LR @)
AEERARITFINERFFEA0.6
EB(—Z—m4E : 1.08E) - ZEEHNF
HEHEAIE (=24  91H) o

BATRF LR SMEAES B T 6%
SHE

As at 31 December

B+=A=+-—H
2015 2014
—E-HE T g
HK$'000 HK$000
FERT FATT
HK$ BT 849,040 726,714
RMB AR 1,028,964 891,527
us$ E 246,373 300,384
EUR BroT 19,935 104
2,144,312 1,918,729

The maximum exposure to credit risk of the Group as
at 31 December 2015 were HK$2,144,207,000 (2014:
HK$1,918,561,000).

R-ZE—RE+-_A=+—H &~&£H
FANEEREKA2,144,207,0008 T (=&
—PO4E : 1,918,561,000/87C) °
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21 SHARE CAPITAL

o O\
rENs

21 AR

Number of Ordinary shares
ordinary shares of HK$0.1 each

=Ty
HEE0. 1B T
ZEREE HEER
Thousand
shares HK$'000
Ordinary shares, issued and fully paid ERTRAREER T FHET
1 January 2015 —T—RF—H—H 1,100,814 110,081
Employee share option scheme: E BB ERTE -

— Proceeds from shares issued — BEEITRHFTSHIE 11,200 1,120
At 31 December 2015 R-_E—RF+_-_A=+—H 1,112,014 111,201
1 January 2014 —E—NF—HA—H 1,044,517 104,452
Employee share option scheme: 1R E R ERT 8 -

— Proceeds from shares issued — BEBEITRH S HRIEA 56,297 5,629
At 31 December 2014 RZE—NF+=—A=+—H 1,100,814 110,081

22

SHARE OPTION SCHEME

(a) Share option scheme

132

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

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

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

(a)

BARRERTE
R-ZE—ZTE+-A—8  KAAF
EEgE—EERET2I([Z5
B ABTEETBBAARTR L
MAAEEITRODEBEEN10%
100,000,000 % f% {5 (18 78 1% FR 3%
BN GERREST EHRANE
FIE) °

ZAT A S E BB B ERBEEHAE
BEHERN2EE  YE2 MR
ERADRAREBRROEENE -
BARFAARRE REBRMDEEE

ZETER —F—EFE+ A R4
B RIFSTHRHRUEET - BRIZ
SEBEZERI0FHRE—EAM -
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22 SHARE OPTION SCHEME (continued) 22 BRAETE@
(b) Share option movements (b) BRENEEF
Number of Number of
Share Share
Options Options
held as at held as at
1 January 31 December
2015 2015
R=Z-1F Granted  Exercised Lapsed R-Z-EF
Exercised -A-H during  duringthe  duringthe +=A=1-H
Name Date of grant price i the year year year g
i5 REBH TRE BREZE FREM ERTE EREN  BREHE
(HKS)
(A7)
Directors
s
Nie Guoming 22 June 2012* 1.230 - - - - -
BEH B CERRZTZRA*
Lu Jie 22 June 2012* 1.230 - - - - -
- B CERRZTZA*
Li Wenjin 22 June 2012* 1.230 10,000,000 - (10,000,000 - -
FXE B CERRZTZA*
Total for Directors 10,000,000 - (10,000,000) - -
B3
Employees
Es
(In aggregate) 22 June 2012* 1230 6,000,000 - - - 6,000,000
(483t ZE-CERAZ A
(In aggregate) 28 May 2014* 4.860 19,274,000 - (1,140,000 - 18,134,000
(483t “E-MERAZTAAY
Total for Employees 25,274,000 - (1,140,000) - 24,134,000
BB @5t
Consultants
B
(In aggregate) 28 May 2014* 4860 1,640,000 - (60,000) - 1,580,000
(483t “E-MERAZTAAY
Total for Consultants 1,640,000 - (60,000) - 1,580,000
BRgs
Total 36,914,000 - (11,200,000) - 25,714,000
s
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22 SHARE OPTION SCHEME (continued) 22 BERESTE(e)
(b) Share option movements (continued) (b) BRENEH(E)
Number of Number of
Share Share
Options Options
held as at held as at
1 January 31 December
2014 2014
RZZE-mF Granted Exercised Lapsed ~ RZZ-MF
Exercised -A-H during during the duringthe +t=A=t-H
Name Date of grant price Jiitct:l the year year year st
#E RitiAH 8 BREHR ERRH ERfTE ERXH BREHA
(HKS)
(A1)
Directors
Bz
Nie Guoming 22 June 2012* 1.230 8,000,000 - (8,000,000) - -
A ZE-CHERAZTIRr
LuJie 22 June 2012* 1.230 10,000,000 - (10,000,000) - -
ER ZE-CHERAZTIRr
Li Wenjin 22 June 2012* 1230 10,000,000 - - - 10,000,000
2E eSS s e =
Total for Directors 28,000,000 - (18,000,000) - 10,000,000
ESE
Employees
8
(In aggregate) 22 June 2012* 1.230 45,361,000 - (36,957,000) (2,404,000) 6,000,000
(45t) ZE-ZERAZTIAr
(In aggregate) 28 May 2014* 4.860 - 20,554,000 (1,280,000) - 19,274,000
(#5t) “E-RERA=TNA*
Total for Employees 45,361,000 20,554,000 (38,237,000 (2,404,000) 25,274,000
BB
Consultants
s
(In aggregate) 28 May 2014* 4,860 - 1,700,000 (60,000) - 1,640,000
(51) ZE-WERAZTN\A*
Total for Consultants - 1,700,000 (60,000) - 1,640,000
sk
Total 73,361,000 22,254,000 (56,297,000) (2,404,000) 36,914,000
gt
* The share options will be vested to the grantees, among which 30% * BRERBARA - EH30%HEARE
of the share options would be vested on the date of grant, a further R B HEE - 59M30% 88 i1
30% of the share options be vested on the first anniversary of the REHBH—BFERE - Hi240%H
date of grant and the remaining 40% of the share options will be RSN L RN BFRE - 250
vested on the second anniversary of the date of grant. The validity RIENBREABE R ARG RF -

period of these share options shall be 5 years from the date of grant.
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22 SHARE OPTION SCHEME (continued)

(b) Share option movements (continued)

22 BBRESTE e
(b) BREN®S(H)

Movements in the number of share options outstanding MARITEEIRES R KA AEE M
and their related weighted average exercise prices are as ITRBREHNAT
follows:

Year ended 31 December
BEt+t=-A=1+—BLEE

2015 2014
—E-REF —E—F
Average Average
exercise exercise
price price
in HK$ in HK$
per share Options per share Options
option (thousands) option  (thousands)
BREREN BRERER
BTy BB AR fE B R
TEE (F4) 11808 (F1%)
At 1 January n—H—H 3.287 36,914 1.230 73,361
Granted BT - - 4.860 22,254
Exercised [RAGEES 1.230 (10,000) 1.230 (54,957)
Exercised 2171 4.860 (1,200) 4.860 (1,340)
Lapsed 255K - - 1.230 (2,404)
At 31 December Rt+-—A=+—H 4.013 25,714 3.287 36,914
On 22 June 2012, 80,400,000 share options were granted R—ZE—=—FXA=-+=8"
to certain directors and employees at an exercise price of 80,400,00017 i A #E 12 1T (£ B G X
HK$1.23 per share. The share options will be vested to 1238 TETEEREE - 8
the grantees as to 30% of the share options be vested on IR 57 8 T A A - 30% BB R 1
the date of grant, a further 30% of the share options be R HERRE - 35M30% R
vested on the first anniversary of the date of grant and RELAB—EFEB - H8240%
the remaining 40% of the share options be vested on the BREARLEABRNEFEE -
second anniversary of the date of grant. These options will ZEBREBANR_ZT—EF A
expire on 21 June 2017. Zt+—REm -
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22 SHARE OPTION SCHEME (continued)

(b)

(c)

136

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
expire on 27 May 2019.

During the year ended 31 December 2015, share
based payment expense of HK$14,690,000 (2014:
HK$28,607,000) was recognised in the consolidated income
statement and the same amount was credited in equity. The
weighted average share price immediately before the share
options exercised dates was HK$8.95 (31 December 2014:
HK$4.71) per share. As at 31 December 2015, out of the
25,714,000 (31 December 2014: 36,914,000) outstanding
options, 16,812,400 (31 December 2014: 21,336,000)
options were exercisable.

Fair value of share options

The directors of the Company have used the Binomial
Model to determine the fair value of the options granted
on 28 May 2014, which is to be expensed over the vesting
period. Significant judgement on parameters, such as risk
free rate, dividend yield and expected volatility at the grant
date, is required to be made by the directors in applying the
Binomial Model, which are summarised as below.

22

BRESTE @

(b)

(9,

BRENEE(E)
R-ZE—MmWFRA=-+/\AH -
22,254,000 fE IR AT T (R (B B IR
486 TAE TRERE MEM - B
ARG BT B T AR A+ 30% B8 A%
REL A EEE - BIM30%MHERE
RIFEHASH—RAFEE - £840%
BREARHAYMAETRE -
ZEEREBR _Z—HhFERA
—t+HHEIE -

REE_ZE—AF+=-_A=+—H
LHFE  REeKRSRBERRG
SN E B 514,690,000 T (- F
—PU4F : 28,607,000 7T ) & R £
DT AR - ZEBERIETE
B BRI A i AR (E A A%8.95
Br(ZE—mWFE+=-_A=+—8:
A7NVEBT) M-_TE—HE+_-A
=+—8 25,714,000/ (= Z—q
F+-H=+—H :36,914,00017)
i R AT AR - 16,812,400
M ZE—NmWF+ZA=+—8:
21,336,00010 ) fE AR #E BRI 1 T{E ©

BRENATE
RAREREFEAZBARA AR
ER-_Z—NFRA-+N\HEE
FTHEREATE  BREBHE
X o 28 (MAE T A BHER BT
X BEWSEEREREE)FE
HEA-ZENEAEL ET A
BT o

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

Dividend yield

Expected volatility (note (i))

RETRHBREN A FHE
RET B H8 hig F AR (E
R )
P S e &

TEHY R ) (HYAE())

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

53.38%

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

See note 9 for the total expenses recognised in the
consolidated income statement for share options granted
to directors and employees.
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23 RESERVES 23 f#fE
Capital Share
Share reserve option Exchange Retained
premium  (note (i)) reserve reserve  earnings Total
BEXfGRE

RVEE (W) BRERE NERE  REEAN st
HK$'000  HKS$'000  HKS$'000  HK$'000  HK$'000  HK$'000
FET T TR TR TR FAR

For the year ended Bz-Z-1f
31 December 2015 +=-R=+-H
tEE
Balance at RZZ-HF
1 January 2015 —A—BREH 1,306,427  (414,978) 62,680 64,839 1,419,131 2,438,099

Comprehensive income 2EKE
Profit for the year FRa A - - - - 620,736 620,736

Other comprehensive loss  Hft2EiE%
Exchange differences arising #2850 B AR

on translation of the BHmRELN

financial statements of BN =%

foreign subsidiaries - - - (101,935) - (101,935
Total comprehensive income 225 - - - (101,935) 620,736 518,801

Transaction with owners  EEEANR S

Share option scheme BRETE
— value of services provided ~ — B I2(IREH
EfE - - 14,690 - - 14,690
— share options exercised — BT EERE 17,012 - - - - 17,012
Dividends paid BRERE - - - - (222290 (22,229)
Total transaction with owners B2 A AKX 54850 17,012 - 14,690 - (22,229) 9,473
Balance at RZE—1F
31 December 2015 +-A=+t—-H
0P 1,323,439 (414,978) 77,370 (37,096) 2,017,638 2,966,373
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23 RESERVES (continued) 23 @Ew®
Capital Share
Share reserve option  Exchange  Retained
premium (note (i) reserve reserve earnings Total
BAGRE
R 1D 1B (Max6) BRERE  NEREE  RERF @t

HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TR TR TR TR TR THT

For the year ended BE-_Z2-ME
31 December 2014 +=ZR=+-H
ILFE
Balance at RZZ-MF
1 January 2014 —A—BMEs 1,237,947 (414,978) 34,073 98,303 1,027,325 1,982,670
Comprehensive income 2HEKE
Profit for the year FERa A - - - - 391,806 391,806

Other comprehensive loss  Hft2EiE%
Exchange differences arising & 85M BA R

on translation of the B RRE R

financial statements of R AR

foreign subsidiaries - - - (33,464) - (33,464)
Total comprehensive loss 2EBXEE - - - (33464) 391806 358342

Transaction with owners BB ANR S

Share option scheme BiREs 2
— value of services provided ~ — B I2{IREE
BE - - 28,607 - - 28,607
— share options exercised ~ — BT RS 68,480 - - - - 68,480
Total transaction with owners  E5H AR 54258 68,480 - 28,607 - - 97,087
Balance at RZT—[F
31 December 2014 +-F=1+—H
EOpe- 1,306,427  (414,978) 62,680 64,839 1,419,131 2,438,099
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23 RESERVES (continued)

Note:

U}

(i)

Capital reserve

Capital reserve represents the difference between (i) the aggregate
of the consideration for the acquisitions upon the reorganisation
completed on 15 February 2010; and (i) the aggregate of the share
capital and share premium of the direct owned subsidiaries 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 31 December 2015, retained earnings
comprised statutory reserves fund amounting to HK$124,972,000
(2014: HK$124,972,000).

23

@
5L -

U}

(ii)

BEBNRRERAT —S-HaF5F% 139

BAHRE

AEXGEBETIMENER : (WW=F
—ZE-A+HHEEREERHKER
B MVARAREREENHEBER
BRI R AR i (B AR A -

SRERE

A B AR BB BB A BIZE S A R 46T
MI0% DB ELAERHEES  EEXRH
BeETHIMERNS0% - KB
ERIER  EAERES A AREKHE
ZE BB MEFMER - MR
S HRARBELER N EFMEAR25% 897K
FoRZZ—AF+ZA=+—8 &
B BFOIEREFES 124,972,000
JL(=Z—PO4 1 124,972,00047T) °
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24 TRADE PAYABLES, OTHER PAYABLES AND 24 FENERR - HiENERRKRE
ACCRUALS TR

As at 31 December

R+=H=+-—H
2015 2014
—E-REF —E—F
HK$'000 HK$'000
THER FET
Trade payables FEBR TR 702,765 411,679
Amount due to a related party eI — R EgHs 5 5RIE
(note 30(b)) (Bf5E 30(b)) 7.764 12,075
710,529 423,754
Other payables and accruals HERRERR
JE&HRRIA
Receipt in advance TRLWEE P
from customers =I1E 51,897 149,292
Other tax payables E At R R 62,560 63,669
Accrued expenses e RS 40,506 38,735
Others Hib 76,393 33,168
231,356 284,864
941,885 708,618
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24 TRADE PAYABLES, OTHER PAYABLES AND 24 BERM - HitEARARE
ACCRUALS (continued) FHRE ()
(@) The ageing analysis of trade payables is as follows: (@ EREFHERESTOT

As at 31 December

R+=—A=+-—A
2015 2014
—F-1fF ki
HK$'000 HK$'000
THET FHET
Up to 90 days 90H A 636,974 394,896
91 to 180 days 91HZE180H 71,509 25,952
181 to 365 days 181HZE365H 33 380
Over 365 days 365H AL 2,013 2,526
710,529 423,754
The average credit period granted by the Group's suppliers REEERERRTHTAEES

ranges from 0 to 180 days. F0£180H ©
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25 DEFERRED INCOME TAX

142

(a)

Deferred income tax assets are recognised for tax losses
carry forward to the extent that the realisation of the related
tax benefit through future taxable profits is probable. At 31
December 2015, the Group has unrecognised tax losses to
be carried forward against future taxable income amounted
to HK$96,434,000 (2014: HK$71,219,000). Tax losses
amounting to HK$94,406,000 (2014: HK$71,219,000) will
expire from 2028 to 2035. The remaining tax losses have
no expiry date. The potential deferred income tax assets in
respect of these tax losses which have not been recognised
will be calculated based on the effective income tax rates
according to prevailing tax laws and regulations in which
the Group operates.

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

As at 31 December 2015, deferred income tax liabilities

have not been provided for in the consolidated financial

statements in respect of the withholding tax that would be

payable on unremitted earnings of the PRC subsidiary of the
Group amounting to approximately HK$61,308,000 (2014:
HK$46,902,000), as the Group is able to control the timing of the
reversal of the temporary differences and it is probable that the

temporary differences will not reverse in the foreseeable future.
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25 EIEFTEH

(a

w=

RIEFTSHE B Ty R FE R R 1B A
mARERBEERVENER
MRt ATAEE MBI IBERER - 1
—E-RFFE+-A=+—H K&
| 7 K T 3R 1 18 B9 18 /3 96,434,000
B (ZZT—WF : 71,219,000 7%
JL) o PIAEEE LUK B A 1R AR BN
A o I T IE 518 /3 2194,406,000 %
JL(ZZF—PU4 : 71,219,000 7T )
BR-_ZE-N\FE-_T=AFE
m e FHMBIEE R ASIEHA -
MR ERNZ ST IEE RN BER
AR EERBBEAERLE R
KNERFMEREREREANT
ERIRGIETE -

PR ERERREE RS #EH
2008 FE 15BN —TENEF
“RAZ T BAR - REZBH
SMEREBECE(INERLEDBE S
ZEHEFT A=+ B EFR
BRMNMAEIMEEET RS
HRBMBINAEN - BZFFN
F—A—HEMBRBRAEN T EIR
BVRCE - HHR10% B9 B0 R IR
BERMYTEMMER - FRIEFIMR
B AL H RARE R S B AT
BRBGRGD - RETROBEMR L
B

T-HEFZAS+—H - Bk

E AT B R TR RN B R TR R

AlBE

TERARARRERD - BUARRAK

37 7 B A B BB A T R [ B R e 558
HBMNGE M BREELETHESHE
EEE461,308,0008 T (= F—M4E
46,902,000/87T) °
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26 CASH GENERATED FROM OPERATIONS 26 REMBHES
(a) Reconciliation of profit before income tax to (a) PBRETEBHANSHELEMERES
cash generated from operations M ¥ Bk

Year ended 31 December

BEt+t-A=+—-BLFE

2015 2014
—E-5HF —ZT—MmF
HK$'000 HK$’000
FTHET FET
Profit before income tax B PAS 250 B & A 657,973 463,194
Adjustment for: I
Interest income (note 5) A EU A (B5ES5) (19,833) (23,198)
Depreciation of property, plant and M - BERRETE
equipment (note 7) (M45E7) 4,560 3,995
Amortisation of leasehold land e s (fH:E7)
(note 7) 6 6
Amortisation of intangible assets R EEEE (7))
(note 7) 438 -
Loss on disposal of property, HEWME - BE RREHNEE
plant and equipment = 37
Share-based payments VARRAR B ELhe S A+ 14,690 28,607
Provision of trade receivables U B R A (B EE18)
(note 18) 3,666 632
Provision for obsolete inventories PREFERECIE17)
(note 17) 39,492 18,687
700,992 491,960
Changes in working capital: LEESHE
Increase in trade and bills receivables, — FEUWBRF M EUZEIE « IH& N
deposits and other receivables L b U 2R TE 1 (466,035) (284,891)
Increase in inventories FEE (154,855) (39,779)
Decrease in restricted cash IR HIIR DR 6,547 114
Increase in trade payables, other FEAEERR - HMuEMNER K
payables and accruals JESTFRIEE N 299,446 4,988
Cash generated from operations KEREEE 386,095 172,392
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(continued)

(b)

26 CASH GENERATED FROM OPERATIONS 26 REFMBIERES@E
In the consolidated cash flow statement, proceeds (b) REEHRERERTP  HEY
from sale of property, plant and equipment X BERRENAESRIEE
comprise: &
Year ended 31 December
BE+T-A=1+—HLEE
2015 2014
—B-nfF —F-mE
HK$'000 HK$'000
TER FAT
Net book amount FRIEDFE = 37
Loss on disposal of property, HEME - BE&
plant and equipment HEREE = (37)
Proceeds from sale of property, HEME - BE&
plant and equipment BABEI PTG RIE - -
27 CONTINGENT LIABILITIES 27 HAREE

As at 31 December 2014 and 2015, the Group had no contingent
liabilities.

28 COMMITMENTS

(a)

144

Capital commitments

On 9 December 2014, Pax Technology Limited, a wholly
owned subsidiary of the Company (“Pax Technology”)
entered into an agreement with the shareholders of Fg&
REMSBHIMAR AT (Nanchang Kashuo Information
Technology Company Limited, “Nanchang Kashuo”) to
acquire an attributable 51% equity interest in Nanchang
Kashuo for a cash consideration of RMB30,600,000
(equivalent to approximately HK$36,115,000) and capital
injection of RMB14,700,000 (equivalent to approximately
HK$17,349,000) (“Acquisition”). Following completion,
control of the operations of Nanchang Kashuo will be
transferred to the Group and Nanchang Kashuo will
become a subsidiary of the Group. As at 31 December
2015, prepayment in the amount of HK$15,012,000 was
made for the Acquisition, and as at the date of this report,
the Acquisition is yet to complete.
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BRARI(IMERHI)BRER LR
# - AR R{EAR%30,600,000
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28 COMMITMENTS (continued)

(b)

(c)

On 25 November 2015, Wonder Pax, a wholly owned
subsidiary of the Group, entered into an agreement
with BN AT HEBREER AT (Suzhou leasy
Information Technology Co., Ltd., “leasy”) and its
shareholders to acquire and subscribe for an aggregate
60% of the enlarged equity interests in leasy for a
cash consideration of RMB30,000,000 (equivalent to
approximately HK$35,407,000). Following completion,
control of the operations of leasy will be transferred to the
Group and leasy will become a subsidiary of the Group.
As at 31 December 2015, prepayment in the amount
of HK$6,963,000 was made for the acquisition. The
acquisition was completed on 5 February 2016 and will
be accounted for using method of acquisition accounting.
Management is still in the process of completing the
purchase price allocation of the acquisition.

Operating lease commitments

As at 31 December 2015, the Group had future aggregate
minimum lease payments under non-cancellable operating
leases in respect of certain office premises as follows:

28 EiE@)

(b)

(9,

RZE-—RAFE+—HA=Z+HH K
SE2EWB LR EETEMAEHMN
MITHEERBERRQA (AT
SFHREBRRETHE - UWReR
8 A R 30,000,000 7T (& R4
35,407,000/ 7T ) s R RIEANTT 5
BWAEHE0% AR - TTHKIE
MITHHEEIEHEEEBERE
- mAITS KK ARNEENE
AE - RZTE—RF+=-_A=+—
H - st =182 176,963,0005 7T
TBRFRIE - WEEER - —XF
Z AR BRI ERBRESTE
FE o BEENER T BENE
BERDHNBIE o

EEHEAR
RZZE—AF+A=+—HB " &
ESEREETHAZWENTAH
HEEREESINNARRERS
R EREIAT -

As at 31 December

R+=HA=+-—H
2015 2014
—®-HEF —T-mF
HK$'000 HK$’000
TERT FET
Not later than one year THEB—F 11,561 6,415
Later than one year and FAA—F(E
not later than five years TERBRF 11,292 2,116
22,853 8,531
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29 ACQUISITION OF A SUBSIDIARY, NET OF 29 WiE—EMKELT - HIREA

CASH ACQUIRED WRE

On 13 July 2015, the Group acquired 70% equity interest in Pax RZZE—RFEA+=0 AEHER
Italia S.r.l. at a consideration of approximately HK$39,776,000 S & AR (E 4939,776,00058 7T (HBE #
(equivalent to EUR4,670,000) through capital injection. Prior to 4,670,000 17T, ) B Pax Italia S.r.l. 70% %
the acquisition, Pax Italia S.r.l. was one of the largest customers ANiEzs o WWHEAT - Pax Italia S.r.l AN
of the Group in Europe. It is principally engaged in developing REMNEARFPZ—  c HEBEREXRFB
and customising software systems for customers in Italy. B PR REAMEE R LT o WEEE R
Acquisition-related costs of HK$1,006,000 have been charged to 751,006,000 TRBE_T—HF+=
administrative expenses in the consolidated income statement for A=+ —HIEFEHFERERPOITIRE
the year ended 31 December 2015. RAAER -

TREANEERRBABERAIERE
MRFE - BXRE RIS

The fair values of assets acquired and liabilities assumed, the
consideration paid and the non-controlling interests at the
acquisition date are summarised in the table below:

HK$'000
THET
Consideration paid as at acquisition date RSB EHEFRE 39,776
Recognised amounts of identifiable assets BATBAEER
acquired and liabilities assumed AEEENCERSE
Property, plant and equipment (note 13) MW - BE R (EE13) 202
Inventories =wE 1,796
Trade receivables FEMRR K 9,319
Cash and cash equivalents ReRBEEEY 38,413
Intangible assets — contractual customer relationships EFEZE - AR BELEM
and others (note 14) (FI5E14) 7,955
Trade payables FEfTERR (6,320)
Other payables and accruals Hfth e BR TR R AT 3B (268)
Short-term loan RHIE (3,407)
Deferred income tax liabilities EERATSH A& (2,625)
Total identifiable net assets AR E S EERE 45,065
Non-controlling interests FEIERR I (13,470)
Goodwill (note 14) P2 (MisE14) 8,181
39,776
Cash consideration paid 2EERE 39,776
Less: cash and cash equivalents acquired W BABRS MRS SED (38,413)
Net cash outflow on acquisition W EEIR & R 58 1,363
Acquisition-related costs included in administrative A RGA KR ANITRE AL
expenses in the consolidated income statement for W BEERAA A
the year 1,006
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29

30

ACQUISITION OF A SUBSIDIARY, NET OF
CASH ACQUIRED (continued)

The goodwill is attributable 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$9,319,000. The gross
contractual amount for trade receivables due is HK$9,319,000
all of which is expected to be collectible. Deferred income tax
liabilities of HK$2,625,000 have been provided in relation to these
fair value adjustments.

The revenue included in the consolidated income statement since
13 July 2015 contributed by Pax Italia S.r.l. was HK$16,924,000.
Pax Italia S.r.l. suffered a loss of HK$1,502,000 over the same
period.

Had Pax lItalia S.r.l. been consolidated from 1 January 2015, the
consolidated income statement would show pro-forma revenue
of HK$25,037,000 and loss of HK$2,173,000.

The fair value of the acquired identifiable assets was provisional
pending receipt of the final valuations of those assets.

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.

29

30

WiE—EM B LT - HEREBA

OB AC )

A s B B A AR TR AL

HBERESR - BEDRRHEESE
AT E TSRS T AR

JiE U7 BR ZR A A B 2 9,319,00078 7T © &
W B 306 494858 59,319,000 70 + TAHR
2IAIYRE - BERZERTFEALRE
IEFTSFETE & 5472,625,00057C °

BE-Z—RAF+tA+=Hi  Paxltalia
Sl BB R ERE W RETABKRA R
16,924,000/ 7T © Pax ltalia S.r.|. 73[R &S
81,502,000/ 7T °

f#Pax Italia Srl.BE=-—ZE—RAF—HA—HiE
BEREAFA BlREREREZIIES K
25,037,000/ 7T & E5782,173,000/8 7T ©

WRERBRIEEN A FE/EE - UFK
IREEENRRMEERTTEE -

RBL RS
fH—BALTHENERIEEIEREMLA
TalEE M A TR R R AR R RS
HigMEAZE  RIRALRABRE
Hitp NLHIBERET

E3)
%
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30 RELATED PARTY TRANSACTIONS (continued) 30 BEARS (®)
(a) Transactions with related parties (a) HEBLINRS
Except for those disclosed below, the Group has no BRTXFrREEN  REERERN
significant transactions with related parties during the year. HEAM LW EERNERRZS - A
All the related party transactions disclosed below were also TXERBNOEETZI MR TR
either connected transactions or continuing connected AIFUAEFTATHER HRIFE
transactions as defined in Chapter 14A of the Listing Rules. BER S °

Year ended 31 December

BE+-A=1+—HLEE
2015 2014
—E-REF —E g4
HK$'000 HK$'000
TER FAT

Sales of electronic payment products — [AISERHR(FE)BR AT
to subsidiaries of Hi Sun Technology (=25 ) *aH B AT

(China) Limited (“Hi Sun”)* (note (i)) HEB T NEMMITEW) 148,505 55,025
Licence fees to a subsidiary of Hi Sun A= 5 &) — R B A 7521+

(note (ii)) FEETRER (PMRE() - 5,078
Rental fees paid to a subsidiary of mEkse—HEHE AR

Hi Sun (note (ii) and (v)) AR (BTG B (v) 1,604 1,401
Purchase of raw materials from a BEEa— B AT

subsidiary of Hi Sun (notes (iv)) BB E R REGv)) 39,061 38,794
* The Company is an associated company of Hi Sun whose shares * RRRAEEHBEARE - EROR

note (i):

note (ii):

note (jii):

note (iv):

note (v):

are listed on the Main Board of the Stock Exchange.

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

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

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

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

These transactions were de minimis continuing connected
transactions exempt from the reporting, annual review,
announcement and independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules.
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30 RELATED PARTY TRANSACTIONS (continued) 30 BEARS (®)
(b) Balances with related parties (b) EERAEES HAEER
The balances with the subsidiaries of Hi Sun are unsecured, ZEHESGHBATMNESRABER
interest free and with a credit period of 60 days. B e AMEe0REEH -

(c)

As at 31 December

Rt+t=A=+—H
2015 2014
—F-HF —TlF
HK$'000 HK$’000
FExT T
Amounts due from subsidiaries of Hi Sun U S F5H B A 5 H R IB 70,912 -
Amount due to a subsidiary of Hi Sun FE =% — IR B A R A RUIR 7,764 12,075
Key management compensation () TEEEEMS
Details of key management compensation during the year TEERERNANFENMEFER
have been disclosed in note 33. MIFE334%FE -
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31 BALANCE SHEET AND RESERVE MOVEMENT 31 XA TEESEBEXRNHEEESS
OF THE COMPANY
Balance sheet of the Company KAREEEER

As at 31 December

R+t=A=+—H
2015 2014
—ZE-hfF —ZT—mF
HK$’'000 HK$'000
FET FHET
ASSETS BE
Non-current assets FRBEE
Investment in a subsidiary R—RENEARNKRE 588,959 575,886
Total non-current assets FRBEEHE 588,959 575,886
Current assets RBEE
Deposits and other receivables e N AR IR 591 1,397
Amount due from a subsidiary JEUR — FEI P BB A B IE 119,578 178,694
Cash at bank and on hand RITRF RS 837,879 692,991
Total current assets REBEEAE 958,048 873,082
Total assets EEHAE 1,547,007 1,448,968
EQUITY s
Equity attributable to owners i UNCIE= PN
of the Company bR
Share capital R& A 111,201 110,081
Reserves i (a) 1,426,321 1,333,396
Total equity R 1,537,522 1,443,477
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31

BALANCE SHEET AND RESERVE MOVEMENT 31 XAFEEEBREZEESD
OF THE COMPANY (continued) €
Balance sheet of the Company (continued) rAEEEEERE)
As at 31 December
R+=A=+—8H
2015 2014
—Z-hfF —ET—OF
Notes HK$’000 HK$'000
B +E FHT FAT
LIABILITIES aE
Current liabilities FREBaE
Other payables and accruals Bt R AR TR R FE 5T FRIB 9,485 5,491
Total current liabilities and REBEEAER
_total liabilities afEes A8 . 5491
Total equity and liabilities EERAEAE 1,547,007 1,448,968

The balance sheet of the Company was approved by the Board of
Directors on 8 March 2016 and was signed on its behalf

NIE GUOMING

=B A
Director

BE

AAFIEEAGERN - E—XRF=AN\E
EE=gitf YA TIIEERRES

LI WENJIN
ENE
Director

EE
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31 BALANCE SHEET AND RESERVE MOVEMENT 31 XA TEESEBEXRNHEEESS
OF THE COMPANY (continued) (&)
(a) Reserve movement of the Company () FTATREEER

(Accumulated

Share Share option loss)/retained
premium reserve earnings Total
(RetER)/
iP5 E BRERR REEF fit
HK$'000 HK$'000 HK$'000 HK$'000
FhR TR ThT Thx
Balance at 1 January 2015 R-E-1%
—R—-BfEe 1,306,427 62,680 (35,711) 1,333,396
Profit for the year EEER - - 83,452 83,452
Share option scheme i HE
— value of services provided —ERERENEE - 14,690 - 14,690
— share options exercised — BITPERE 17,012 - - 17,012
Dividends paid BRRE = = (22,229) (22,229)
Total transaction with owners BEE AN HEE 17,012 14,690 61,223 92,925
Balance at 31 December 2015 R-B-1E
+ZA=1-RHEE 1,323,439 71,370 25,512 1,426,321
Balance at 1 January 2014 RoB-mE
-B—-RW4Ee 1,237,947 34,073 (25,564) 1,246,456
Loss for the year FEFR - - (10,147) (10,147)
Share option scheme BREE
— value of services provided —BRERENER - 28,607 - 28,607
— share options exercised — Btk 68,480 - - 68,480
Total transaction with owners BEE AN SR 68,480 28,607 (10,147) 86,940
Balance at 31 December 2014 R-E-mE
+ZB=t-AHEE 1,306,427 62,680 (35,711) 1,333,39%
32 SUBSEQUENT EVENTS 32 REEE

RZZTE—RF+—A AEE2EWE
NEIBERERNT I REKRRES
% - LA R # 30,000,000 5T (#8& R
35,407,000/ 7T ) Y g SRR BB AT S HE R
B HE0% KA - 2ERBEMABER
“E-RFAEK

In November 2015, Wonder Pax, a wholly owned subsidiary
of the Group, entered into an agreement with leasy and its
shareholders, to acquire and subscribe for an aggregate of 60%
of the enlarged equity interests in leasy with RMB30,000,000
(equivalent to HK$35,407,000). Such acquisition and subscription
completed in February 2016.
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33 BENEFITS AND INTERESTS OF DIRECTORS 33 ESREmKER (B QAR
(DISCLOSURES REQUIRED BY SECTION (56622%) 383838 ~ AR (#
383 OF THE HONG KONG COMPANIES BESNEER)RE(5622G
ORDINANCE (CAP. 622), COMPANIES B)REB LETWRAUKRENE
(DISCLOSURE OF INFORMATION ABOUT 7)

BENEFITS OF DIRECTORS) REGULATION (CAP.
622G) AND HK LISTING RULES)

(a) Directors’ and chief executive’s emoluments (a) EERTHATME
The remuneration of every Director and chief executive of FA - ARAIFEERITRAERT
the Company during the year is set out below: FHEEIIAT

For the year ended 31 December 2015
BE-E-IFTA=t-ALEE
Emoluments paid or receivable in respect of a person's services as a director,
whether of the Company or its subsidiary undertaking

REARRES(FRAALARENE LR BHCAIRNNHE

Emoluments

paid or

receivable in

respect of

director's other

services in

Remunerations  connection

paid or with the

receivablein  management

Estimated ~ Employer's respectof  of the affairs

money value of contribution to accepting of the Company

Discretionary Housing other benefits  aretirement office s or its subsidiary
bonuses allowance (Note (a) benefit scheme director  undertaking
HEZ
EBANTY
EWEAR
RRIEH AEYES  FHBEN
fiEMEE  EENEK  BESAD B iR
g #e BistA EE2H (W@  EAETEER BhEH CHRELEHS
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000
Name 4 Tn TEn BT Tin TEn TEn BT T
Executive Directors HEs
Nie Guoming (Chairman) BEAH(ZE) 1,000 799 2,200 - - 37 - - 4,036
Lulie (Chief Executive Officer)  E7N(77464) 90 1,148 3737 - - 80 - - 5,865
Li Wenjin ZNE 800 = 2,200 = = 18 - - 3,018
2,700 1,947 8,131 - - 135 - - 12919
Independent Non-Executive  BYFHTEE
Directors
Yip Wai Ming EEE 120 - 100 - - - - - 0
Wy Min R4 120 - 100 - - - - - 20
Man Kwok Kuen, Charles WEE 120 - 100 - - - - - 20
Total i 30 - 30 - - - - - 660
3,060 1,947 8,431 - - 135 - - 13579
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33 BENEFITS AND INTERESTS OF DIRECTORS 33 ESREmKRER (B QAR
(DISCLOSURES REQUIRED BY SECTION (56622%) 383838 » AR (#
383 OF THE HONG KONG COMPANIES BESARZER)RE(5622G
ORDINANCE (CAP. 622), COMPANIES B)REEBLTRAUKRENE
(DISCLOSURE OF INFORMATION ABOUT 8w

BENEFITS OF DIRECTORS) REGULATION (CAP.

622G) AND HK LISTING RULES) (continued)

(a) Directors’ and chief executive’s emoluments () ESRITHERME (&)
(continued)

For the year ended 31 December 2014
HEZ3-BET-A=1-RLLER
Emoluments paid or receivable in respect of a person’s services as a director,
whether of the Company or its subsidiary undertaking
HEAZEES(TRATATRENBLTEH BRI
Emoluments
paid or
receivable in
respect of
director's other
senvices in
Remunerations connection
paid or with the
receivablein  management

Estimated Employer's respectof — of the affairs
money value of  contribution to accepting  of the Company
Discretionary Housing  other benefits ~ aretirement officeas  or ts subsidiary
Fees Salary bonuses allowance (Note (a)) ~ benefit scheme director ~ undertaking Total
HEE
BRALAR
EMBAT
i) AEREE  XHEEN
BETEREE  EIMEK  BEERR EfbRis
FE #e Bt RE#H (M) BAEEMER BYGEH BRsElEe &3t
HK$000 HK$'000 HK$'000 HK$000 HK$000 HK$'000 HK$'000 HK$000 HK$'000
Name #2 FEL FEL AL TAL FERL AL AL AL AL
Executive Directors g%
Nie Guoming (Chairman) EEH(2E) 1,000 804 1,000 - 492 5 - - 3,348
Lu Jie (Chief Executive Officer) BTl %3 900 883 1,840 - 492 56 - - 4m
Li Wenjin Eye 800 - 1,200 - 49 17 - - 2,509
2,700 1,687 4,040 - 1476 125 - - 10,028
Independent Non-Executive  BYFH{TEE
Directors
Yip Wai Ming £z 114 - 50 - - - - - 164
Wu Min R 114 - 50 - - - - - 164
Man Kok Kuen, Charles e 114 - 50 - - - - - 164
Total it 30 - 150 - - - - - 49
3,082 1,687 4190 - 1476 125 - - 10,520
Note (a): Other benefits include leave pay, share options and insurance Mt (a) « bR BIELHE - BRERRE
premium. B -
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33 BENEFITS AND INTERESTS OF DIRECTORS
(DISCLOSURES REQUIRED BY SECTION
383 OF THE HONG KONG COMPANIES
ORDINANCE (CAP. 622), COMPANIES
(DISCLOSURE OF INFORMATION ABOUT
BENEFITS OF DIRECTORS) REGULATION (CAP.
622G) AND HK LISTING RULES) (continued)
(b) Directors’ retirement benefits
None of the directors received or will receive any retirement
benefits during the year (2014: Nil).

(c) Directors’ termination benefits
None of the directors received or will receive any
termination benefits during the year (2014: Nil).

(d) Consideration provided to third parties for
making available directors’ services
During the year ended 31 December 2015, the Company
did not pay consideration to any third parties for making
available directors’ services (2014: Nil).

(e) Information about loans, quasi-loans and other
dealings in favour of directors, controlled bodies
corporates and connected entities with such
directors
During the year ended 31 December 2015, there is no
loans, quasi-loans and other dealing arrangements in
favour of the directors, or controlled body corporates and
connected entities of such directors (2014: Nil).

(f) Directors’ material interests in transactions,
arrangements or contracts
No significant transactions, arrangements and contracts in
relation to the Company’s business to which the Company
was a party and in which a director of the Company had a
material interest, whether directly or indirectly, subsisted at
the end of the year or at any time during the year (2014:
Nil).

33

BEENERER (FBQTEYG
(56622 )5£38387 » A (K
BEEENZER)RE (622G
B)REEBLTHRARENE
g

(b) E=RAKEF
FA - BEEE D UWREEH WEUE
MRARBAI(ZF—E - £) -

() EBRLERER
FA - BEE R D WIS WEUE
AR R ERN (=T —F - &) -

(d) FFLEERBRE=FRHEN
RE
BE-_ZT-AFT-_A=1+—HL
FE - ARFHERIELESRY
RAERNE=TXNRE(ZF—
FE)

() AENES - ZEHZAEBRR
ZEESHNAHERAZEAN
BN EERREMXZNEN

BE-F-AFT-A=t-AL
T BMAMNES - B
A8 RS E B Ewﬁﬁ
2ARBH - EHK R

PR =F—mF : &) -

(f) EBRRZ  ZHIESHPHE
KiEsm
ARRERE X LARA S
HARINA RA AR EFHEXH
BERBERNESMNFRRFAE
MSEINAFENEARS - B
HEH(—ZF—MF : &) -
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Five Years Financial Summary
h il 2

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

reclassified as appropriate, is set as below:

2015 2014 2013 2012 2011
-yl —T-F —T-=F Z—T——F ZT——F
HK$°000 HK$°000 HK$'000 HK$'000 HK$'000

TERT FET FET FHT FHTT
Results ES
Revenue A 2,870,794 2,373,272 1,472,488 1,313,330 1,103,180
Gross profit EH 1,092,490 864,866 541,129 464,187 391,702
Operating profit R T 657,973 463,194 266,190 223,256 207,463

Profit for the year attributable AR FIFA A

to owners of the Company  FE{54 A% 620,736 391,806 226,540 182,959 181,795
Financial position BN
Assets and liabilities BENRBE

Total assets BEE 4,080,199 3,334,313 2,832,808 2,193,760 2,006,038

Total liabilities LEE 989,600 786,133 745,686 382,926 404,884
Capital and reserves S Rk

Total equity A 3,090,599 2,548,180 2,087,122 1,810,834 1,601,154
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