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Simplified Corporate Chart

ANCIES ALES

The following is a simplified corporate chart of Hi Sun Technology (China) Limited (the “Company”) and its
subsidiaries’ (the “Group”) showing the principal operating subsidiaries up to the date of this report.

Hi Sun Technology
(China) Limited
Stock Code: 818
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As at 17 March 2011, the date of the Report of the
Directors, the biographical details of the Directors and
senior management of the Company are as follows:

BOARD OF DIRECTORS

Executive Directors
CHEUNG YUK FUNG Chairman

Mr. Cheung, aged 64, is the Chairman and an
Executive Director of the Company. He graduated from
the Faculty of Radio Electronics at Peking University
in the People’s Republic of China (the “PRC”) and
worked as a professor at Peking University thereafter.
Prior to joining the Group in 2001, Mr. Cheung was
a chairman of a company listed in the PRC, namely
Founder Technology Group Corporation and a director
of a company listed on The Stock Exchange of Hong
Kong Limited, namely Founder Holdings Limited,
(the “Hong Kong Stock Exchange”) and has working
experience in international trade, finance, asset
management and strategic planning. Mr. Cheung was
honoured many awards, including being selected as
the young entrepreneur with outstanding contribution
to China, and won the first prize of national golden
award for enterprise initiators in the 4th National
Technology Industrialist Award and many other
awards.

KUl MAN CHUN

Mr. Kui, aged 45, is the Chief Executive Officer and
an Executive Director of the Company. He graduated
from Peking University in the PRC with a master
degree in international relations and has over 20 years
of experience in the information technology industry
and investment activities. Mr. Kui is also the chairman
and chief executive officer of Hi Sun Limited (“HSL”),
the Company’s substantial shareholder. Prior to
joining HSL in 2000, Mr. Kui was the president of an
enterprise in the PRC. He joined the Group in 2000.
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XU WENSHENG

Mr. Xu, aged 42, is an Executive Director of the
Company. He graduated from the Dalian University
of Technology with a bachelor degree in computer
science and engineering. Mr. Xu is also the director of
HSL. Prior to joining the Group in 2003, Mr. Xu was
the president of a system integration company and
has an extensive experience in computer systems
integration of the financial industry.

LI WENJIN

Mr. Li, aged 47, is an Executive Director of the
Company. He graduated from Peking University in
the PRC with a master degree in law. He has over 15
years of experience in investment and administrative
affairs. Mr. Li is also the managing director of HSL.
Prior to joining HSL in 1999, he had worked for several
companies in the PRC and Hong Kong. He joined the
Group in 2000. Mr. Li has also been appointed as an
executive director of PAX Global Technology Limited,
an associate corporation of the Company since 24
February 2010.

XU CHANG JUN

Mr. Xu, aged 44, is an Executive Director of the
Company. He graduated from Peking University in the
PRC with a master degree in international economics.
Prior to joining the Group in 2001, Mr. Xu had worked
for several companies in the PRC and Hong Kong.
He has over 20 years of experience in corporate
management of enterprise in Hong Kong and the PRC.
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Non-executive Directors
YANG LEI, RAYMOND

Mr. Yang, aged 53, is a Non-Executive Director of
the Company. He graduated from the Department
of Electrical Engineering of Tsinghua University
with a bachelor degree and the graduate school of
Electrical Power Research Institute (EPRI) of China
with a master degree. Mr. Yang is the founding
partner and managing director of WestSummit Capital
Management, which is an investment management
and advisory firm focusing on global technology
investment. Prior to his establishment of WestSummit
Capital he was the founding partner and managing
director of Navi Capital Partner. Mr. Yang was a
venture partner at Northern Light Venture Capital,
and joined Linktone Ltd. (the first Chinese wireless
entertainment company on NASDAQ) in March 2003
as chief executive officer. He joined the Group in 2009.

CHANG KAI -TZUNG, RICHARD

Mr. Chang, aged 56, is a Non-Executive Director of the
Company. Mr. Chang graduated from the University
of Texas at Austin with a bachelor degree in Statistics
and Operations Research. Mr. Chang possesses more
than 15 years of experience in electronic payments
industry in Southeast Asia, Japan and the PRC.
Mr. Chang is currently a general manager of the
operations of VISA Inc. (“VISA”) in the PRC. He was
the executive vice president and general manager of
VISA’s operations in Japan, senior vice president and
general manager of its operations in the PRC and
Philippines, vice president & senior country manager
of its operations in Singapore, Thailand, Philippines,
Indochina. He joined the Group in 2009.
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Independent Non-executive Directors
TAM CHUN FAI

Mr. Tam, aged 48, is an Independent Non-Executive
Director of the Company. He graduated from the
Hong Kong Polytechnic University with a bachelor of
arts degree in accountancy. Mr. Tam is a member of
Hong Kong Institute of Certified Public Accountants
and is a member of Chartered Financial Analyst and
has over 20 years’ experience in auditing, corporate
advisory services as well as financial management and
compliance work. Mr. Tam is currently an executive
director of Beijing Enterprises Holdings Limited (a
major red chip company) and an independent non-
executive director of KWG Property Holding Limited,
both companies listed on the Main Board of the Hong
Kong Stock Exchange. He joined the Group in 2004.

LEUNG WAI MAN, ROGER

Mr. Leung, aged 54, is an Independent Non-Executive
Director of the Company. He obtained a bachelor
degree in Law and a Postgraduate Certificate in Laws
from The University of Hong Kong. He also obtained
a Juris Doctor degree from the University of Western
Ontario, Canada. Mr. Leung has been a practicing
solicitor in Hong Kong since 1984 and is now a partner
of the law firm, Messrs Foo, Leung & Yeung. He was
also admitted as a solicitor in England and Wales and
as a barrister, solicitor and notary public in Ontario,
Canada. Mr. Leung has extensive working experience
in law both in Hong Kong and in Canada. He served
as a member of the Inland Revenue Board of Review
from 1997 to 2005 and has been appointed as a
China-appointed Attesting Officer since January 2003.
Mr. Leung is currently an independent non-executive
director of China Flavors and Fragrances Company
Limited listed on the Hong Kong Stock Exchange. He
joined the Group in 2004.
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XU SITAO

Mr. Xu, aged 47, is an Independent Non-Executive
Director of the Company. He graduated from
Peking University in the PRC with a bachelor of
arts degree in economics and from the University
of Connecticut with a master of arts degree in
economics. He also holds a master of science
degree in Finance from Boston College. Mr. Xu
is currently the chief representative of china of
the Economist Group and a director of Advisory
Services (China) of Economist Intelligence Unit.
Prior to joining the Economist Group, he was a
senior economist at Industrial and Commercial
Bank of China (Asia) Limited in Hong Kong from
May 2003 to May 2004 and was the chief asian
economist of Societe Generale from September
2000 to November 2002. Between 1996 and 2000,
he was a regional treasury economist at Standard
Chartered Bank. Prior to that, he was an emerging
asia economist of Standard & Poor's MMS
International in Singapore. He joined the Group in
2001.

SENIOR MANAGEMENT
As at the date of the Report of the Directors, Mr. Li

Xiaoguang, Mr. Shen Zheng and Ms. Hui Lok Yan
were the Company’ s senior management.

LI XIAOGUANG

Mr. Li, aged 48, is the chief executive officer of
Beijing Hi Sunsray Information Technology Limited.
He graduated from Peking University in the PRC
with a master’ s degree in Computer Science. Prior
to joining the Group in 2000, Mr. Li was a member
of a company’s senior management in Beijing.
He has over 20 years of experience in corporate
management.
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Directors and Senior Management
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SHEN ZHENG

Mr. Shen, aged 39, is the chief executive officer
of Beijing Hi Sun Advanced Business Solutions
Information Technology Limited. He graduated
from University of Beijing with degree in Information
Management. He has over 15 years of experience in
payment industry and financial industry.

HUI LOK YAN

Ms. Hui, aged 32, is the Group Deputy Financial
Controller and Joint Company Secretary of the
Company. She graduated from The Chinese
University of Hong Kong with a bachelor degree
in Business Administration. Ms. Hui is currently
a certified public accountant of the Hong Kong
Institute of Certified Public Accountants. Prior
to joining the Group, she was a manager of an
international public accountancy firm.
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Dear Shareholders,

| am pleased to present the Company’s Annual Report
for the year ended 31 December 2010 (“the Year”).

Financial year 2010 was an important year for the
Group as PAX Global Technology Limited (“PAX
Global”), a then subsidiary company holding the EFT-
POS terminal solutions business, was successfully
listed on the Main Board of The Stock Exchange
of Hong Kong Limited on 20 December 2010. This
spin-off has allowed the Company to focus on the
remaining business segments while enabling each
of the Company and PAX Global to establish its own
profile thereby attracting different investors. Since the
Company remains as a controlling shareholder of PAX
Global, we will continue to benefit from the growth and
business prospects of PAX Global in the future.

The consolidated turnover from continuing operations
amounted to HK$901.5 million, representing an
increase of 15% over 2009. Segmental operating
loss from continuing operations totalled HK$168.5
million as compared to a segmental operating profit
of HK$104.5 million in 2009; while loss for the year
from continuing operations totalled HK$217.5 million
as compared to a profit of HK$30.4 million in 2009,
which was mainly due to an operating loss from
electronic power meters and solutions; a decline in
operating profit of telecommunication solutions; and
an operating loss from mobile payment solutions for
the year ended 31 December 2010. Profit for the year
from discontinued operation was HK$1,096.5 million
as compared to HK$84.6 million in prior year.

The performance of the four key business segments
under the continuing operations during the year is set
out as below.
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In 2010, the telecommunication solutions segment
recorded turnover of HK$349.6 million, a decline of
3% as compared to year 2009. Segmental operating
profit amounted to HK$60.2 million as compared
to HK$137.4 million in 2009. Decline in segmental
operating profit was mainly contributed by the
decrease in traffic volume of traditional IVR business
as impacted by certain changes in the wireless value-
added services sector in the industry. Meanwhile,
certain new businesses are yet to vamp up the profit
growth in 2010. During the year, additional resources
have been placed for developing new and innovation
products and services.

The financial solutions segment reported turnover of
HK$141.5 million in 2010, a slight decline of 5% as
compared to HK$149.0 million last year. Segmental
operating profit amounted to HK$0.8 million as
compared to HK$7.3 million in 2009. With the aim
to create more stable, sustainable and recurring
income streams, we have placed more resources
into a number of development projects on cross-
industry solutions, including industrial advisory,
business operation solutions, system development and
operation services, and other outsourcing services.

Regarding on payment solution segment, mobile
payment solution was successfully launched in 2010
in all provinces in China. Coverage of mobile phone
payment is now extended to the public transportation,
lottery tickets and other fields. Currently, over 8,000
merchants have already joined the mobile payment
network, which was also applied at the Shanghai
Expo. Segmental turnover amounted to HK$40.0
million and segmental operating loss amounted to
HK$80.7 million, respectively, awaiting for the building
up of transaction volume and operation scale.
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Year 2010 was a year of challenges to our electronic
power meter and solutions segment, segmental
turnover increased by 46% to HK$370.4 million, while
segmental operating loss amounted to HK$134.4
million as compared to a segmental operating profit
of HK$6.7 million in 2009 due to the drop in gross
profit margin and the total product shipment being
lower than anticipated. To increase our market
competitiveness, we had increased our spending on
research and development with more exertion placed
to streamline product cost. Besides, during the Year,
we have recorded an one time non-cash impairment
charge of HK$29.6 million against the goodwill of our
electronic power meters and solutions business, which
reflects a prudent conservative management judgment
with regard to the rapid evolution of business models
in the industry and current economic environment.

Looking forward, we believe that the enormous room
for growth in various businesses after 2010, combined
with our strong financial position, will help the Group
to regain its momentum with various existing business
opportunities ahead.

On behalf of the Board, | would like to take this
opportunity to express my utmost gratitude to our
customers, bankers, suppliers, business associates
and most valued shareholders for their continuous
trust and support to the Group.

On behalf on the Board
Cheung Yuk Fung
Chairman

Hong Kong, 17 March 2011

HI SUN TECHNOLOGY (CHINA) LIMITED ANNUAL REPORT 2010

HRBEMO BT EEMEARDEMS -
“E-ZTFNamkEN—F  DEEER
EIN46% £370.4 B EE T - BRI - H
REMETHMERBHIESENTEL - 4
BR_ZTNFHNHIBLEFAR67TEE
BT DBEKEBIBR1344BERT - A
RABMOTISERS N - ASE D8N
Y @ BEERRERKAR © o - RAF
B AEEBRIEEMRBATRER
EESRSE XM IFRSREERHA26BHEE
T RMEBEREBTEEBERNLIRA
KOBIRIR 7 RRERIEH 2 BER-THIE

REARK  AEENZBEEBR_ZT—FF
BEMERANERZEZM - B LARERE
ZEBARR - BEPARERSERBER
wahERTH -

AARHBERRESTERAZTEP ~ RIT
HER  ZHBBHAREENRRELEE
F 45 A48 15 PR M ST RS BUA R SRR

RREFE
EY
REIE

78 —E——F=AttH



FINANCIAL HIGHLIGHTS

MBEHE

2010 2009 Change
—E-=F —ETNF B E)
HK$’000 HK$’000 +/(-)
FHET FHT
(Restated)
(&%)
RESULTS E
Continuing operations FEREEK
Turnover 3 901,521 784,652 +15%
Gross profit EF 170,406 324,955 -48%
Segmental EBITDA S48 EBITDA
(before unallocated items) (B A D BCTE B A1) (116,322) 149,871 -178%
(Loss)/profit before income tax  BrFT5Hi AT (E518), &7 (219,270) 43,683 -602%
(Loss)/profit for the year from 2R BB L %5
continuing operations ZFAN(EE), &5 (217,528) 30,372 -816%
Discontinued operation RIS EK
Profit from discontinued BRI E R
operation il 1,096,476 84,551 +1,197%
Profit for the year FREF 878,948 114,923 +665%
Profit attributable to: AL &SR
— Equity holders of —ARRRERFEA
the Company 850,275 85,845 +890%
— Non-controlling interests — FEIEAR R 28,673 29,078 -1%
878,948 114,923
Earnings/(loss) per share  ERATEZFEA
for profit attributable PEAL SR 2
to the equity holders BRERN(&H#E) :
of the Company:
From continuing and REFELEER
discontinued operations NE R I L FET
— Basic (HK$) —EHAR(GETT) 0.318 0.035 +809%
— Diluted (HK$) —#E (ET) 0.318 0.035 +809%
From continuing operations REFFBREER
— Basic (HK$) —ER(ETT) (0.071) 0.015 -573%
— Diluted (HK$) — 858 (BT) (0.071) 0.015 -573%
From discontinued operation KB B & IHE L ¥ 7%
- Basic (HK9) —E RGBT 0.389 0.020 +1,845%
— Diluted (HK$) —#5E (Bor) 0.389 0.020 +1,845%
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Management Discussion

BEE 2 mED

As at 31 December

R+=-—A=+—H
2010 2009 Change
—E-=F —ZETNF poE)
HK$’000 HK$’000 +/(-)
FHET FET
HIGHLIGHTS OF BEAR R E
FINANCIAL POSITION
Total equity R AERE 3,167,806 1,915,776 +65%
Net current assets mENEEFE 1,457,821 1,609,370 -9%
Total assets BEMBE 3,657,369 2,318,330 +58%
Net assets per share (HK$) BREEFEGET) 1.185 0.717 +65%

The Board of Directors (the “Board”) of Hi Sun
Technology (China) Limited (the “Company”) hereby
announces the audited consolidated results of the
Company and its subsidiaries (the “Group”) for the
year ended 31 December 2010 together with the
comparative figures for the year ended 31 December
2009. The annual results have been reviewed by the
Company’s Audit Committee.
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Turnover EBITDA
EXH EBITDA
2010 2009 Chapge 2010 2009 Chapge
“E-BF  CZTTNF 4 “B-BF  ZTTNF g
HK$°000 HK$'000 +[-) HK$’000 HK$'000 +(-)
TER THT Tir THT
(Restated) (Restated)
(85) (85)
Continuing operations BECEER
Telecommunication BHBATE
solutions and operation RELEE
value-added services R 349,569 359,646 -3% 70,897 148,271 -52%
Financial solutions, services £ BBERFE -
and related products RERIEEER 186,402 186,032 0% 18,353 23,205 -21%
Payment solutions SN VIES
and services R R 39,971 22,452 +78% (72,554) (45,970) N/A/T@ER
Electronic power meters BRATEEM
& solutions REERFR 370,439 253,586 +46% (119,204) 25,033 -576%
Others it - - NA/ @R (13,814) (668) N/A/ @A
Segmental results PEEE 946,381 821,716 +15% (116,322) 149,871 -178%
Less: Inter-segment revenue 5 : 2B (44,860) (37,064) +21% - - NA/TER
Total At 901,521 784,652 +15% (116,322) 149,871 -178%
Depreciation e (38,995) (38,312) +2%
Amortisation B (13,138) (7,100) +85%
Segmental operating PELE
(loss)/proft (B8)/ &7 (168,455) 104,459 -261%
Unallocated other income FAAREBA 10,256 2,806 +266%
Unallocated corporate RAREFERR
BXPenses (67,458) (63,547 +6%
Share of profit of FElEE S N ala R
an associated company 6,860 - NA/T B
Finance cost AR (473) (35) +1,251%
(Loss)/profit before income tax ~ BxFT/SREAT (1) /S5 F (219,270) 43,683 -602%
Income tax (credit/expense  FTEH: (%) /Fi% 1,742 (13,311) -113%
(Loss)/profit for the year REFBELEEH
from continuing ER(ER)/ afl
operations (217,528) 30,372 -816%
Discontinued operation BRIEREER
Profit from discontinued BRIEEEXBEN
operation 1,096,476 84,551 +1,197%
Profit for the year FRiaal 878,948 114,923 +665%
SERE (FER)BRLAR —E2—Z2FFRK
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Following the completion of the spin-off of PAX Global
Technology Limited (“PAX Global”) on 20 December
2010 on the Main Board of The Stock Exchange
of Hong Kong Limited (the “Spin-off”), the Group
focuses on the four key business segments being
telecommunication solutions and operation value-
added services, financial solutions, payment solutions
and electronic power meters and solutions. For the
presentation of the consolidated financial statements
for the years end 31 December 2010 and 2009, the
EFT-POS terminal solutions business was regarded as
“discontinued operation”.

The consolidated turnover from continuing operations
amounted to HK$901.5 million, representing an
increase of 14.9% over 2009. Segmental operating
loss from continuing operations totalled HK$168.5
million as compared to a segmental operating profit of
HK$104.5 million in 2009; while loss for the year from
continuing operations totalled HK$217.5 million as
compared to a profit of HK$30.4 million in 2009, which
was mainly due to an operating loss from electronic
power meters and solutions; a decline in operating
profit of telecommunication solutions; and an operating
loss from payment solutions for the year ended 31
December 2010. Profit from discontinued operation
was HK$1,096.5 million as compared to HK$84.6
million in prior year.

With regard to our balance sheet, the total assets
as at 31 December 2010 amounted to HK$3,657.4
million, compared with HK$2,318.3 million as at 31
December 2009. As at 31 December 2010 net current
assets amounted HK$1,457.8 million, compared with
HK$1,609.4 million as at 31 December 2009.
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INVESTING AND FINANCING

ACTIVITIES
On 29 January 2010, Success Bridge Limited

(*SBL”) allotted 600 SBL preference shares at a total
subscription price of US$60 million (equivalent to
approximately HK$465 million) to a subscriber. The
SBL preference shares shall represent 6% of the
total issued share capital of SBL as enlarged by the
subscription. The SBL preference shareholders may
require the Company to acquire all SBL preference
shares and SBL ordinary shares then in issue and held
by the SBL preference shareholders in consideration
of the issue of such number of new shares of the
Company to be calculated by US$60 million divided
by the exchange price of HK$4.5 per share (subject to
adjustments). Net proceed from the subscription was
approximately HK$463 million.

On 5 March 2010, New Concept Services Limited
(“New Concept”), a then wholly-owned subsidiary
of the Company purchased the entire issued share
capital of Mega Hunt Investments Limited from an
independent third party. The consideration was
satisfied by the allotment and issue of the New
Concept ordinary shares, representing 20% of the
issued share capital of New Concept as enlarged by
such allotment and issue. The subscriber shall procure
that New Concept can secure the employment of the
technical experts for the research and development
of low voltage power line carrier wave communication
technology (“PLC”) and shall also procure certain
intellectual property rights in respect of PLC to be
transferred to New Concept at nil consideration.
PLC is a kind of communication system specifically
designed for electricity system, whereby analog and
digital data are transmitted by carrier wave through
the power lines in the existing electricity system. It has

RENRBMETEE

R—ZZFE—FTF—HZ-+ /LH ' Success
Bridge Limited([SBLJ) % # R & &
60,000,000 % 7T ( 18 & 2 49 465,000,000 /8
70) B3 600 fX SBLB LR 43R A ° SBL
BARGECRBEHEEARNESBLE D &
TR 2 6% o SBLEB LR R A] BsKA R
AINEEREEITIWASBLELKRERER
B22ESBLELRNSBLE R - KB
RBETARRBINFRGD - BEKRGHEE Al
60,000,000 3 TT kg LABE R E TG IR 7D 4.575
(A FHRAE)  RESFHEAGHIBFRENA
463,000,000 & TT °

W_ZE—ZE=AAH AQRFEHZE2E
MEARFEREBERAR(TFHE]) B —
ZIE L = E Mega Hunt Investments
Limited 28 2 Z1TIRA - BEE 2 (B AR %
NEITHEIEBR AN - BEFEIK
fo 3% R 31T Bl S B ARIE R 1E 2 BB ITIRA
2 20% ° REE AR Ese IR 1E B Rl
BEXRETREBEE NGB R BERM(TPLC])
s - WIRe s TABPLC 2 NS ER
BEEREEZTHE - PLCA—ERRASE
NEBREBFT 2 BARE - B EE SR L2
WEBEERIFEBREEENRER CE NG
By o HEMANRARBEEHER 2B NE
FmNEEEE - FEETRESE - Falsk
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the advantage of wide coverage of communication
by utilizing the power lines in the existing electricity
system. With the acquisition, New Concept is able to
leverage on the technology developed by the technical
experts and have synergy effects with the electronic
power meters and solutions business.

In March 2010, SBL entered into a sale and purchase
agreement with several independent third parties (the
“JIM Vendors”), pursuant to which the JIM Vendors
agreed to sell and SBL agreed to purchase the
entire registered capital of JIM Holdings International
Company Limited, a company incorporated in
British Virgin Islands, and its subsidiaries for a cash
consideration of US$22 million (approximately
HK$171.6 million). The acquisition allows the Group to
strengthen its telecommunication value-added services
business in the PRC. The acquisition was completed
on 29 March 2010.

On 20 December 2010, PAX Global was listed on the
Main Board of the Stock Exchange of Hong Kong
Limited. Prior to the Spin-off and separate listing of
PAX Global, it was a then 60% owned subsidiary to
the Group. Upon the listing of shares of PAX Global,
the Company’s interest was reduced from 60% to
44.4% by way of issuance of new shares by PAX
Global. In January 2011, the over-allotment option
was partially exercised by the global coordinator of
the Global Offering of PAX Global. The Company’s
interest in PAX Global was reduced from 44.4% to
approximately 42.8%. Following the Spin-off and
separate listing of PAX Global, PAX Global's results
will be reflected in the Group’s share of results of
associates. The Spin-off will enable the two separate
management teams to adopt different business
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strategies in order to better suit their businesses
and with clearer segregation of roles and enhance
their ability to focus on opportunities specific to the
business of the relevant company. Besides, the Spin-
off of PAX Global from the Group will enable each of
Hi Sun and PAX Global to establish its own profile
thereby attracting different investors. The share offer
and separate listing of PAX Global can enhance
awareness of, and strengthen, the “PAX” brand
which can facilitate PAX Global’s efforts in developing
overseas markets for its products. Lastly, since Hi
Sun will remain the single largest shareholder of PAX
Global, we will continue to benefit from the growth and
the business prospects of PAX Global.

On 11 January 2011, the Company entered into a
sale and purchase agreement (the “Agreement”)
with an independent third party (the “Vendor”),
pursuant to which the Vendor agreed to sell and the
Company conditionally agreed to purchase the entire
issued share capital (the “Sales Share”) of Merchant
Support Co., Ltd (“Merchant Support”), a company
incorporated in Japan, and the Sales Claims, which
comprise (i) the Loan Claims (which represent the
Vendor’s loan claims against Merchant Support
and Merchant Capital Limited (“Merchant Capital”)
under certain loan agreements between the Vendor
and Merchant Support or between the Vendor and
Merchant Capital which remain outstanding as at
three Business Days before the Completion Date);
and (i) AM Claims (which represent the Vendor’s
right to demand payment of remuneration incurred
until the Completion Date (inclusive) under the cost
reimbursement agreement between the Vendor
and Merchant Support); for the consideration of
JPY1,258,370,841 (equivalent to approximately
HK$118.3 million), subject to adjustment. Subject to
fulfillment or waiver of the conditions stipulated in the
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Agreement, Completion shall take place on a date on F i) - AR BEH A ——F
or before 15 July 2011 to be agreed by the Company B+HHBTK °
and the Vendor, failing which Completion shall take
place on 15 July 2011.
CONTINUING OPERATIONS BEREEK
The performance of the four key business segments FAFBELEEB TUARETEEESBEZEX
under the continuing operations during the year is set /AT :
out as below.
Telecommunications solutions and EMBRIRREE I
operation value-added services
2010 2009 Change
—E2-FF —ETNF b=
HK$’000 HK$’000 +/(-)
FET FHT
Turnover e 349,569 359,646 -3%
EBITDA EBITDA 70,897 148,271 -52%
Operating profit K& A 60,165 137,408 -56%
During the current year, segmental turnover amounted RARFE - 5 f8 & % 5 349,600,000 8

to HK$349.6 million as compared to HK$359.6
million in 2009. Decline in segmental EBITDA and
segmental operating profit was mainly contributed
by the decrease in traffic volume of traditional VR
business as impacted by certain policy changes in the
wireless value-added services sector in the industry.
Meanwhile, certain new businesses are yet to vamp up
the profit growth in 2010.

We anticipate that the provision of nationwide IVR
platform to China Mobile will continue to be one
of the major revenue contributors of this segment.
Having considered the situation in 2010, management
believes that 2011 will continue to be a challenging
year.
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During the year, additional resources have been FA - AEECRBEEINNERAREZE 2
placed for developing new and innovation products NEFFNEmERS - CEE2FaitR(t

and services, in particular new communitization voice EEREOMNMESMIEEE LIIE FHIE
services such as voice microblog and expansion in B FREEER HBEETHFH_TFT

mobile games, animation and comics. Segmental NFERBOAENE T —FFH425A °
employee headcount increased from 330 in 2009 RERR NEBKEZZRAMABIZTNE
to 425 in 2010. Looking ahead, we will continue GIERRTREIREIANDE TEELAT
to develop other innovative wireless value-added HETSESK -

solutions and services to meet the ever-changing

technology and market demand.

Financial solutions, services and ERMBRER - REREBEER
related products

2010 2009 Change
—E2-FF —ZTTNF )
HK$’000 HK$’'000 +/(-)
FHET FHET

Turnover* EZERR 141,542 148,968 -5%
EBITDA EBITDA 18,353 23,205 -21%
Operating profit K& A 793 7,253 -89%

*  Turnover from external customers * REINBEP 2 & %5
During the current year, segmental turnover amounted RAFEE - 558 E % 5 # 141,500,000 %8

to HK$141.5 million as compared to HK$149.0 0 m R ZEZE N F Bl A&149,000,000 7%
million in 2009. Segmental EBITDA decreased by TLe DHEEBITDAR ZZE—ZF T 21%
21% to HK$18.4 million in 2010 while segmental 18,400,000 L MO BELE T A
operating profit totalled HK$0.8 million compared 800,000 7T * HE N —_ZEZTNFRIEFH
with segmental operating profit of HK$7.3 million in &R A 7,300,000 BT HiEEE
2009. With the aim to create more stable, sustainable A EBBEMEEEZMARE  AEBE

and recurring income streams, we have placed more WHEZERRBITER R ROETHE
resources into a number of development projects on HE @ BR1TEWGH  EBBRAIR - Z5
cross-industry solutions, including industrial advisory, e NESIRIE M EMINRIE - DFEE T
business operation solutions, system development and RBBH_ZTTNFHNLI20AENE_T—F
operation services, and other outsourcing services. FH498 A

Segmental employee headcount increased from 420 in
2009 to 498 in 2010.
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Payment solutions and services

XA R T R RE

2010 2009 Change
—E-ZF —EETNF BE)
HK$’000 HK$’000 +/(-)
FEx FAT
Turnover LR 39,971 22 452 +78%
EBITDA EBITDA (72,554) (45,970)  N/ATEA
Operating loss K EsE (80,748) (46,211) N/A 7@ A

Currently, our payment solution segment is principally
engaged in the operation and development of the first
nation-wide mobile payment platform and solution with
China Mobile and other related services, promoting
mobile payment to be one of the most common means
of payment. Personal financial information services of
mobile e-commerce payments can be achieved by
buying goods, checking account information using
their cell phones as a payment device. During the year,
our payment solution segment recorded a turnover of
HK$40.0 million, segmental EBITDA loss of HK$72.6
million, and segmental operating loss of HK$80.7
million, respectively, awaiting for the building up of
transaction volume and operation scale. Segmental
employee headcount in 2010 amounted to 392 as
compared to 175 in 2009.
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Electronic power meters and solutions

2010 2009 Change
—ET-FF —TTNEF k)
HK$’000 HK$’000 +/(-)

FBT T
Turnover B 370,439 253,586 +46%
EBITDA EBITDA (119,204) 25,033 -576%
Operating (loss)/profit i (Bs18), s F (134,434) 6,677 -2,013%

During the current year, segmental revenue increased
by 46% as compared with 2009 following the first
centralized tendering conducted by the State Grid in
November 2009. The tendering process at provincial
level has ceased since June 2009 and was replaced
by centralized tendering. With the change in tendering
process and the new standards of smart meters
conforming to the smart grid infrastructure, intensive
competition is enforcing market consolidation of the
electronic meter industry. Management believes that
our market share will increase with the enhanced
industry concentration.

However, due to the drop in gross profit margin
and the total product shipment being lower than
anticipated, we experienced EBITDA loss of HK$119.2
million and segmental operating loss of HK$134.4
million in 2010. The drop in gross profit margin was
mainly due to increased competition in the market.
Besides, there were new product specifications which
had reduced our production efficiency during the
year. To increase our market competitiveness, we had
increased our spending on research and development
with more exertion placed to streamline product cost
through better design, improving the quality of existing
products and development of new series so as to be in
line with the needs of the development of power grids.
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During the year, we have recorded an one time non-
cash impairment charge of HK$29.6 million against the
goodwill of our electronic power meters and solutions
business, which reflects a prudent conservative
management judgment with regard to the rapid
evolution of business models in the industry and
current economic environment.

OUTLOOK

It is anticipated that the business environment in Year
2011 will continue to be challenging. During 2010,
we have been actively engaging in and developing
new and innovative projects related to the financial
and telecommunication industries. With the enormous
room for growth in various businesses, combined
with our strong financial position, Hi Sun will keep
its momentum with various existing business
opportunities ahead.

Telecommunication solutions and
operation value-added services

Hi Sun continues to benefit from its agreement with
China Mobile to provide the sole nation-wide IVR
platform which brings to the Group a perpetual
revenue stream. In 2011, Hi Sun plans to focus on
the development of communitization voice services
such as voice microblog business and aggressively
expand related business such as mobile games,
animation and comics. Hi Sun believes that the
rapid and strong growth in mobile internet will bring
opportunities for new products and high value-added
services and solutions in the long run. Apart from the
existing businesses, we will continue to develop other
innovative wireless value-added solutions and services
in the PRC.

Financial solutions, services and
related products

During the recent years, we have refocused certain
measures to extend our underlying strength and
expertise in providing cross-industry value-added
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solutions, including industrial advisory, business
operation solutions, system development and
operation services, and other outsourcing services in
order to create more stable, sustainable and recurring
income streams. The banks and other financial
institutions worldwide are increasingly outsourcing
certain non-core management functions to simplify
operations and lower costs. However, financial
outsourcing services market in China is still at an early
stage. Taking advantage of our relatively significant
experience in deploying financial solutions, we are able
to leverage upon our expertise to take advantage of
the future business opportunities. Our mission is to
enhance our position and become a significant service
provider to financial institutions in Mainland China.

Payment solutions and services

In the application of the emerging mobile e-commerce,
mobile payment has always been considered by the
industry as an important aspect of future development.
Mobile payment refers to an integration of payment
card, online banking, payment on behalf, third-party
payment and other electronic payment. Being the
largest mobile phone market in the world, mobile
phones permeat all spheres of people’s social life
in China. Such huge base of mobile phone users
has established an excellent foundation for the
development of mobile payment in China. The
evolution of the mobile phone payment market is
mainly attributable to the development of application
of 3G mobile communications and favorable payment
environment, coupled with the determination of
promoting the mobile phone payment market by
telecom operators, banks, third-party payments and
other players in the industry.

Electronic power meters and solutions

In view of the escalating global awareness on energy-
saving solutions, power grids are looking out for
environmental-friendly, effective and efficient electricity
network and energy system. In China, the State Grid
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has proposed to construct a Strong and Smart Grid by
Year 2020. All these factors are expected to contribute
to the market demand for electronic power meters.
With the change in tendering process and the new
standards of smart meters conforming to the smart
grid infrastructure, intensive competition is enforcing
market consolidation of the electronic meter industry.
It is anticipated that only the strong enterprises will
survive. In the early stage of the market restructuring,
the profit margin of this segment is expected to
diminish. Looking ahead, we will place tremendous
effort in R&D and cost saving measures to improve our
profit margin.

LIQUIDITY AND FINANCIAL

RESOURCES
As at 31 December 2010, the Group reported total

assets of HK$3,657.4 million (2009: HK$2,318.3
million), which were financed by total liabilities of
HK$489.6 million (2009: HK$402.6 million) and equity
of HK$3,167.8 million (2009: HK$1,915.8 million).
The net asset value was HK$3,167.8 million (2009:
HK$1,915.8 million). It amounted to HK$1.185 per
share as compared to HK$0.717 per share as at 31
December 2009.

As at 31 December 2010, the Group had cash and
short-term bank deposit of HK$1,459.2 million (2009:
HK$1,401.7 million) and short term borrowings of
HK$22.5 million (2009: Nil). The net cash position as
at 31 December 2010 was HK$1,436.7 million as
compared to HK$1,401.7 milion as at 31 December
2009.

CAPITAL STRUCTURE AND DETAILS

OF CHARGES
As at 31 December 2010, the Group’s short term

borrowings included short term bank loan which was
denominated in Renminbi, amounting to RMB19
million (equivalent to HK$22.5 million). The short term
bank loan was charged at interest of 6.372% per
annum, which was secured by the leasehold land
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and building of a subsidiary of the Group, with a net
book amount of HK$3.6 million and HK$16.3 million,
respectively.

As at 31 December 2009, the Group did not have any
short term borrowings.

Approximately HK$363.7 million, HK$392.1 million,
HK$525.4 million and HK$0.4 million of the Group’s
cash balances were denominated in Renminbi, Hong
Kong dollar, US dollar and Euro respectively as at 31
December 2010.

SIGNIFICANT INVESTMENT

Save as disclosed in this annual report, the Group
has no significant investment held as at 31 December
2010.

MATERIAL ACQUISITION AND
DISPOSAL OF SUBSIDIARIES

Save as disclosed in this annual report, the Group
does not have any material acquisition or disposal of
subsidiaries or associates during the year ended 31
December 2010.

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 2010.

EXCHANGE RATES EXPOSURE

The Group derives its revenue, makes purchases and
incurs expenses denominated mainly in US dollars,
Renminbi and Hong Kong dollars. 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 Hong
Kong dollar or Renminbi may have an impact on the
operating results of the Group.

CONTINGENT LIABILITIES

The Group had no material contingent liability as at 31
December 2010.

MEF(BRmEFESD 5 A3,600,000% T &
16,300,000 /8 70 ) {EIE# -

RZZBZENF+_A=1+—H xEEWR
BEEHEE -

RN—T— T¢+ A=4+—H ' "&H
2 IR & & % 9 5l 4363,700,000/% T -
392,100,000;% JC ~ 525,400,000 7T &

400,0008 T D RIAANRE « BT~ 7T
N &R ZEF(E °

BEAKRE \
BRERAFRAPEIN  RZE—FF+=
A=+—8B AEETEFSETMAERER
& o

BEANBRLUENEB QT

RERAERAFEIN RBEE-ZT—FF
T-A=+T—BLHE AEELEIMNE
ABEHHEME AR RBE QT -

BEAREIRIEE ZARKE

BrE R ARFERATHEEIN - —FF+=
A=+—H" Zliﬁljlﬁﬁvték&éjzﬂx$
BEHEEMIFEE -

EREE ) |
AEBEAZNE  FIEREESNCEAR

FENUET AREBRETLYIE- - BRI © &
SEWVE SN HEIEE T AL
NEBZERRR - 1I\J|:1/;;§7_EY}\E¢§ZET
ﬁfﬁ&ﬂéf\})@b AR AR E 2 KL
XREENTE

j%ﬁﬁ
—E-TE+-A=+—B  FEETE

TEHEKJZ%E\L °

EENE(PR)ARQFE —2-—ZFFRK

29



30

EMPLOYEES

The total number of employees of the Group as at
31 December 2010 was 2,855. The breakdown of
employees by division is as follows:

E&
AEER-T-TF+-A=+—BEZESE
B R2,855 A - BERHIIBHMT -

Telecommunication solutions BABRARFT R 425
Financial solutions SRR B 498
Payment solutions AN TS 392
Electronic power meters and solutions BREFTEEMMBATR 1,388
Others HAtb 116
Corporate office R 36

2,855

The Group ensures that its remuneration packages
are comprehensive and competitive. Employees
are remunerated with a fixed monthly income plus
annual performance related bonuses. 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 2010.

The Company wishes to highlight the importance
of its Board of Directors (“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 Code on Corporate Governance Practices (the
“CG Code”) contained in Appendix 14 of the Rules
Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited (the “Listing Rules”).

The Company has applied in formulating its corporate
governance practices the Principles and complied with
most of the Code Provisions for the year and up to the
date of this report save for the limited deviation(s) on
the grounds and causes explained in this report.

The Company periodically reviews its organisational
structure to ensure that operations are conducted in
accordance with the standards of the CG Code.
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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 the Directors
and the Directors have confirmed that they have
complied with the Model Code throughout the year
ended 31 December 2010.

The Company has also established written guidelines
with exact terms at set out in Appendix 10 to the
Listing Rules for securities transactions by employees
who are likely to be in possession of unpublished
price-sensitive 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 all major matters
of the Company which include the approval and
monitoring of all policy matters, overall strategies
and budgets, internal control and risk management
systems, material transactions (in particular those
may involve conflict of interests), financial information,
appointment of Directors and other significant financial
and operational matters.
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All Directors are provided with full and timely access
to board papers and relevant information as well as
the advice and services of the Company Secretary,
with a view to ensuring that Board procedures and all
applicable rules and regulations are followed.

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

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

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

Composition

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

The Board currently comprises 10 members,
consisting of 5 Executive Directors, 2 Non-Executive
Directors and 3 Independent Non-Executive Directors.
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Corporate Governance Report

ﬁ:\‘ '##J—\ﬁtl:

The Board of Directors of the Company (the “Board”)
comprises the following Directors of the Company
(“Directors”):

Executive Directors:

Cheung Yuk Fung (Chairman)

Kui Man Chun (Chief Executive Officer)
Xu Wensheng

Li Wenijin

Xu Chang Jun

Non-Executive Directors:
YANG Lei, Raymond
CHANG Kai-Tzung, Richard

Independent Non-Executive Directors:
Tam Chun Fai

Leung Wai Man, Roger

Xu Sitao

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

The biographical information of the Directors of the
Company and their relationship among the members
of the Board, if any, are provided in the “Directors and
Senior Management” section of this annual report.
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Appointment, re-election and removal

of Directors
The Company has established formal and transparent

procedures for the appointment and succession
planning of Directors.

Code provision A.4.1 of CG Code on Corporate
Governance Practices stipulates that Non-Executive
Director should be appointed for a specific term
subject to re-election.

All Directors of the Company are appointed for specific
tenures which shall expire with retirement by rotation
once every three years and subject to re-election.

Training for Directors
Each newly appointed Director receives induction on

the first occasion of his/her appointment, so as to
ensure that he/she has appropriate understanding of
the business and operations of the Company. Besides,
the Company shall consider to engage external
legal and other professional advisors for providing
professional development and training programmes to
Directors on an occasional basis.

Board Meetings and Directors’ Attendance
Regular Board meetings were held four times during

the year for reviewing and approving the financial and
operating performance, for approving the final results
for the year ended 31 December 2009, interim results
for the period ended 30 June 2010 and considering
and approving the overall strategies and policies of the
Company.
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The individual attendance record of each Director
at the four regular quarterly meetings of the Board
(not including other ad hoc meetings of the Board
held from time to time), Audit Committee meetings,
Nomination Committee Meeting, Remuneration
Committee Meeting and Independent Board
Committee Meeting during the year ended 31
December 2010 is set out below:

EFFRBE_T-THAT-A=+-AL
FELRHNESHREEESTeeR (187
HMWARBETZATHEFESR)  BX
ZEgeRiRvEtEged FHEEES
BV ESFEZEEgR 2 @R ERE S
™

Attendance/Number of meetings
BELE/ BTRY

Independent

Audit Nomination Remuneration Board
Committee = Committee = Committee = Committee

Meetings Meeting Meeting Meeting Regular

ENZEE REZEE §FMzEE BIEZE  Meetings

Name of Directors EERZR 23 23 82 ZEgeR EReR

Cheung Yuk Fung REE N/A N/A N/A N/A 4/4
TEA TEA TEA TEA

Kui Man Chun REE N/A N/A N/A N/A 4/4
TER TER T TER

Xu Wensheng XA N/A N/A N/A N/A 4/4
TER TER TR TR

Li Wenjin FXE N/A 11 11 N/A 4/4
TEm TEm

Xu Chang Jun REE N/A N/A N/A N/A 4/4
TER TER M M

Yang Lei, Raymond i N/A N/A N/A N/A 4/4
TER TER TR TEmA

Chang Kai-Tzung, Richard e N/A N/A N/A N/A 4/4
TER iR TER TiER

Tam Chun Fai EiRiE 2/2 11 11 11 4/4

Leung Wai Man, Roger 2ER 2/2 11 11 11 4/4

Xu Sitao TRE 2/2 N/A N/A 1/1 4/4
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Practices and Conduct of Meetings
Annual meeting schedules and draft agenda of each

meeting are normally made available to Directors in
advance.

Notices of regular Board meetings are served to all
Directors at least 14 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 3 days before each Board meeting or committee
meeting to keep the Directors apprised 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 the minutes of all Board meetings and committee
meetings. Draft minutes are normally circulated to
Directors for comment within a reasonable time
after each meeting and the final version is open for
Directors’ inspection.
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According to current Board practice, any material
transaction, which involves a conflict of interests
for a substantial shareholder or a Director, will be
considered and dealt with by the Board at a duly
convened Board meeting. The Company’s bye-laws
also contain provisions requiring Directors to abstain
from voting and not to be counted in the quorum at
meetings for approving transactions in which such
Directors or any of their associates have a material
interest.

CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

Code Provision A.2.1 stipulates that the roles of
Chairman and Chief Executive Officer should be
separate and should not be performed by the same
individual. During the year, Mr. Cheung Yuk Fung
acted as the Chairman, and Mr. Kui Man Chun acted
as the Chief Executive Officer.

The Chairman provides leadership and is responsible
for the effective functioning of the Board in accordance
with good corporate governance practice. With the
support of the Company Secretary and the senior
management, the Chairman is also responsible
for ensuring that the Directors receive adequate,
complete and reliable information in a timely manner
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.
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The role of the Chief Executive Officer focuses on
implementing objectives, policies and strategies
approved and delegated by the Board. He/She is in
charge of the Company’s day-to-day management
and operations. The Chief Executive Officer 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 judgement 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.

During the year ended 31 December 2010, the Board
at all times met the requirements of Rule 3.10(1)
and Rule 3.10(2) of the Listing Rules relating to the
appointment of at least three Independent Non-
Executive Directors with at least one Independent
Non-Executive Director possessing appropriate
professional qualifications, or accounting or related
financial management expertise.

The Company has received written annual confirmation
from each Independent Non-Executive Director of
his independence pursuant to the requirements of
Rule 3.13 of the Listing Rules, which confirmed to
the Company that he has met the independence
guidelines set out in the Listing Rules. Accordingly, the
Company considers the Independent Non-Executive
Directors to be independent.
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BOARD COMMITTEES

The Board has established 3 committees, namely, the
Nomination Committee, Remuneration Committee and
Audit 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
are available to shareholders upon request.

The majority of the members of each Board committee
are Independent Non-Executive Directors and the
list of the chairman and members of each Board
committee as at the date of this report is set out
below:

Audit Committee
Tam Chun Fai (Chairman)
Leung Wai Man, Roger
Xu Sitao

Nomination Committee
Leung Wai Man, Roger (Chairman)
Tam Chun Fai

Li Wenijin

Remuneration Committee
Tam Chun Fai (Chairman)

Leung Wai Man, Roger
Li Wenjin

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

Non-Executive Directors (including 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.

The main duties of the Audit Committee include the
following:

(@) To review the financial statements and reports
and consider any significant or unusual items
raised by the qualified accountant or external
auditors before submission to the Board.

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

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

The Audit Committee held two meetings during
the year ended 31 December 2010 to review the
financial results and reports, financial reporting and
compliance procedures, internal control system and
risk management review and processes and the
reappointment of the external auditors.

There is no material uncertainties relating to events
or conditions that may cast significant doubt on the
Company’s ability to continue as a going concern.
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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 2010 has been reviewed by the Audit
Committee.

Nomination Committee
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 assessment of the Independence of the
Independent Non-Executive Directors.

The Nomination Committee carries out the process
of selecting and recommending candidates for
directorships by making reference to the balance of
expertise, skills, experience, professional knowledge,
personal integrity and time commitments of such
individuals, the requirements of the business of the
Group and other relevant statutory requirements and
regulations. An external recruitment agency may be
engaged to carry out the recruitment and selection
process when necessary. The Nomination Committee
held one meeting during the year.

In accordance with the Company’s bye-laws 87(1) and
87(2), Mr. Cheug Yuk Fung, Mr. Kui Man Chun and
Mr. Xu Chang Jun, Executive Directors of the
Company, and Mr. Xu Sitao, Independent Non-
Executive Director of the Company, shall retire by
rotation and being eligible, offer themselves for re-
election at the 2011 annual general meeting.
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The Board recommended the re-appointment of the
Directors standing for re-election at the 2011 annual
general meeting of the Company.

The Company’s circular dated 28 March 2011
contains detailed information of the Directors standing
for re-election.

Remuneration Committee
The primary objectives of the Remuneration

Committee include making recommendations on and
approving 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 associates will
participate in deciding his own remuneration, which
remuneration will be determined by reference to the
performance of the individual and the Company as well
as market practice and conditions.

The Remuneration Committee normally meets for
reviewing the remuneration policy and structure and
determination of the annual remuneration packages of
the Directors and the senior management and other
related matters. The Human Resources Department
is responsible for collection and administration of the
human resources data and making recommendations
to the Remuneration Committee for consideration. The
Remuneration Committee shall consult the Chairman
and/or the Board about these recommendations on
remuneration policy and structure and remuneration
packages. The Remuneration Committee held one
meeting during the year.
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RESPONSIBILITIES IN RESPECT OF
THE FINANCIAL STATEMENTS

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

The Directors acknowledge their responsibility for
preparing the financial statements of the Company for
the year ended 31 December 2010.

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 65 to 68.

INTERNAL CONTROL

For the internal control system of the Company, the
Board has developed the Group’s systems of internal
control 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 and considered the internal control system of
the Group has been implemented effectively.
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AUDITORS’ REMUNERATION

The external auditors have rendered certain non-
audit services to the Company for the year ended
31 December 2010 amounted to approximately
HK$5,250,000. The amount mainly represents non-
audit service fees in relation to the proposed spin-off of
our electronic power meter business and our EFT-POS
terminal solutions business to be listed on the Main
Board of the Stock Exchange of Hong Kong Limited
which was subsequently revised in August 2010 when
the Company announced its proposed spin-off of
its EFT-POS terminal solutions business and related
taxation advisory services. The remuneration paid
to the external auditor of the Company in respect of
audit services for the year ended 31 December 2010
amounted to approximately HK$2,600,000.

SHAREHOLDER RIGHTS AND
INVESTOR RELATIONS

The rights of shareholders and the procedures for
demanding a poll on resolutions at shareholders’
meetings are contained in the Company’s bye-laws.
Details of such rights and procedures to demand a poll
are included in all circulars to shareholders during the
year and the procedures for conducting a poll will be
explained during the proceedings of meetings.

Poll results will be posted on the website of the
Stock Exchange on the business day following the
shareholders’ meeting.

Deviation from Code Provision E.1.2 (& reason):

Code provision E.1.2 stipulates that the Chairman of
the Board should attend the annual general meeting.
The Chairman did not attend the annual general
meeting held on 28 Apirl 2010, however, Mr. Li Wenijin,
an Executive Director of the Company, took the chair
pursuant to the bye-laws of the Company.
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The Board recognises that the general meetings of the
Company provide a forum for communication between
the shareholders and the Board. The Chairman of the
Board, or at his absence, an Executive Director of
the Company, as well as chairmen of the Nomination
Committee, Remuneration Committee and Audit
Committee, or in their absence, other members of
the respective committees, and where applicable, the
Independent Board Committee, will be available to
answer questions at future shareholders’ meetings.

Separate resolutions are proposed at shareholders’
meetings on each substantial issue, including the
election of individual Directors.

The Company continues to enhance communications
and relationships with its investors. Designated
senior management maintains regular dialogue with
institutional investors and analysts to keep them
abreast of the Company’s developments. Enquiries
from investors are dealt with in an informative and
timely manner.

To promote effective communication, the Company
maintains a website at www.hisun.com.hk, where
extensive information and updates on the Company’s
business developments and operations, financial
information, corporate governance practices and other
information are posted.

On behalf of the Board

Cheung Yuk Fung
Chairman

Hong Kong, 17 March 2011
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The Directors submit their report together with the
audited financial statements for the year ended 31
December 2010.

PRINCIPAL ACTIVITIES AND
GEOGRAPHICAL ANALYSIS OF
OPERATIONS

The principal activity of the Company is investment
holding. After the Company span off PAX Global
Technology Limited (“PAX Global”) on 20 December
2010, the Group focuses its activities on sales of
electronic power meters and solutions, provision of
telecommunication solutions and operation value-
added services, provision of financial solutions,
services and related products and provision of
payment solutions and services.

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

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31

December 2010 are set out in the consolidated
income statement on page 69.

The Directors do not recommend the payment of a
dividend (2009: 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 29 to the financial statements.
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DONATIONS
Charitable and other donations of HK$580,000 is

made by the Group during the year (2009: Nil).

PROPERTY, PLANT AND
EQUIPMENT

Details of the movements in property, plant and
equipment of the Group are set out in note 16 to the
financial statements.

SHARE CAPITAL AND SHARE
OPTIONS

The Company operates a share option scheme (the
“Scheme”) for the purpose of attracting, retaining and
motivating talented employees in order to strive for
future developments and expansion of the Group. The
Scheme became effective on 29 November 2001 and
unless otherwise cancelled or amended, will remain
valid and effective for a period of 10 years from that
date.

No share option of the Company was granted or
exercised during the year and there was no issued and
outstanding share option under the Scheme which has
not been exercised or lapsed at the date of this report.

The Board shall be entitled at any time, within 10 years
of the date of the adoption of the Scheme to make an
offer to any full-time employees, executive and non-
executive directors of the Company or any subsidiary
or associated companies (the “Participants”) in its
absolute discretion. Further details of the Scheme
can be found in the circulars of the Company dated
12 November 2001, 13 November 2006 and 24
November 2006 respectively.
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The maximum number of Shares which may be issued
and to be issued upon exercise of all exercised and/
or outstanding options granted to each Participant
shall not in aggregate exceed 1 per cent. of the
relevant class of securities of the Company in issue
in any 12-month period. Any further grant of options
in excess of the aforesaid 1 per cent. limit shall be
subject to the approval of the shareholders of the
Company with such Participant and his/her associates
abstaining from voting. As at the date of this report,
no further Share was available for issue under the
Scheme.

The exercise period of the options granted is
determinable by the Directors, and such period shall
commence on the date of the offer of the options (the
“Offer Date”) and expire not later than 10 years after
such date.

There is no minimum period for which an option must
be held before it can be exercised and no performance
target need to be achieved by the grantee before the
options can be exercised.

A share option shall be deemed to have been
accepted and to have taken effect when the duplicate
letter comprising acceptance of the option duly signed
by the Participant together with a remittance in favour
of the Company of HK$1.00 as consideration for the
grant.
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The exercise price of an option shall be determined
at the discretion of the Board and shall be the highest
of (i) the closing price of the Shares as stated in the
Hong Kong Stock Exchange’s daily quotations sheet
on the Offer Date, which must be a day on which the
Hong Kong Stock Exchange is open for the business
of dealing in securities (“Trading Day”); and (ii) a price
being the average of the closing prices of the Shares
as stated in the Stock Exchange’s daily quotation
sheets for the five Trading Days immediately preceding
the Offer Date; and (jii) the nominal value of a Share.

As at 31 December 2010, and up to the date of this
report, there was no outstanding share option.

DISTRIBUTABLE RESERVES
As at 31 December 2010, the Company had no

reserves available for distribution as calculated
under the Companies Act 1981 of Bermuda (as
amended) (2009: HK$27,916,000). However, the
Company’s share premium account, in the amount of
HK$1,157,724,000 (2009: HK$1,157,724,000) 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 YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and
liabilities of the Group for the last five financial years is
set out on page 192.
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PURCHASE, SALE OR REDEMPTION
OF SECURITIES

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

DIRECTORS

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

Executive Directors:
CHEUNG Yuk Fung

KUI Man Chun
XU Wensheng
LI Wenjin

XU Chang Jun

Non-Executive Directors:
YANG Lei, Raymond

CHANG Kai-Tzung, Richard

Independent Non-Executive Directors:
TAM Chun Fai

LEUNG Wai Man, Roger
XU Sitao

In accordance with the Company’s bye-laws 87(1) and
87(2), one-third of the Directors of the Company are
subject to retirement by rotation and re-election at the
annual general meeting of the Company.

Messrs. Cheung Yuk Fung, Kui Man Chun, Xu Chang
Jun and Xu Sitao will retire and, being eligible, will offer
themselves for re-election at the forthcoming annual
general meeting.

BE HEIEEES

RRRIRF AL EE Q@ EATE D - FA
ARRHEEAMBARMEREERLER
NEMER B o

E
FAREERAREABZESER -

HITES
KU
REE
Xt
FXE
wEE

FHITES :

SRIEF

BMFHITES
BRI
RER

‘E$ EH =
BT /00N/AT

BERRAR 2 G MAFE87(1) X FE87((2)
ik RRB =D —EFERNARRIRFBAF
AE LomESRI A EREET -

REESRLE  RERFLL  REFLLENFT
BRALHERE  MESENEERLBER
JEECR B RNS EREF -

BEBAE (FE)ARAT —S—SFEH 51



52

DIRECTORS’ SERVICE CONTRACTS
As at the date of this report, each of Mr. Kui Man

Chun, Mr. Li Wenjin, Mr. Xu Wensheng and Mr. Xu
Chang Jun has entered into a service contract with
the Company for a term of one year from 1 January
2004 and shall continue thereafter unless and until
terminated by either the Company or the Directors
giving to the other not less than a notice of 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).

DIRECTORS’ INTERESTS IN
CONTRACTS

No contracts of significance in relation to the Group’s
business to which the Company, its fellow subsidiaries
or its holding company was a party and in which
a Director 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.

BIOGRAPHICAL DETAILS OF
DIRECTORS AND SENIOR
MANAGEMENT

Brief biographical details of Directors and senior
management are set out on pages 6 to 11.
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DIRECTORS’ AND CHIEF EXECUTIVE
OFFICER’S INTERESTS AND SHORT
POSITIONS IN THE SHARES,
UNDERLYING SHARES AND

DEBENTURES
As at 31 December 2010, the interests and short

positions of each Director and Chief Executive Officer
in the shares, underlying shares and debentures of
the Company and its associated corporations (within
the meaning of the Securities and Futures Ordinance
(“SFQ”), as recorded in the register maintained by the
Company under Section 352 of the SFO or as notified
to the Company were as follows:

Ordinary shares of HK$0.0025 each in
the Company

EERTHRARRRS - AERO K
BEZEBRKRE
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Number of shares held

FrsRAEA

Personal Corporate
interest interest Total
Name of Director EEfE &A= A RERR PR
Kui Man Chun REL 28,650,000 617,083,636 645,733,636

(note (i) (B77E (i)
Xu Wensheng WX HE 4,566,000 - 4,566,000
Li Wenijin TNE 6,400,000 6,400,000
Xu Chang Jun ®wmEE 16,563,000 16,563,000
Xu Sitao FRE 700,000 700,000

Note: BisE

()  These shares are held by Kui Man Chun through Hi Sun
Limited, a company which Kui Man Chun holds a 99.16%
interest, and Rich Global Limited, a wholly-owned subsidiary
of Hi Sun Limited.

() &5 EREFEIBHI Sun Limited CREFF}
F99.16% < 2 8)) K Hi Sun Limited 2 2 &
Fff/& A & Rich Global Limited 4 -
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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 2010, 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
Chief Executive Officer.

Name of Shareholder
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Approximate
Number of percentage
ordinary shares of shareholding**

EBRHE REZHBOEISH

Rich Global Limited (“RGL"™)***

Hi Sun Limited (“HSL™)*** (Note 1)
(K15t 1)

Mr. Kui Man Chun (Note 1)
REBExREWFT)

Ever Union Capital Limited (“Ever Union”)

Mr. Che Fung (Note 2)
B (Hit2)

Atlantis Investment Management Limited
Atlantis Investment Management (Hong Kong) Limited

Ms. Liu Yang (Note 3)
BlR i+ (et 3)
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617,083,636(L)* 23.08%
617,083,636(L)* 23.08%
645,733,636(L)* 24.15%
215,447,000(L)* 8.06%
215,447,000(L)* 8.06%
267,722,000 (L) 10.01%
267,722,000 (L) 10.01%
267,722,000 (L) 10.01%



Notes:

1 HSL is interested in the Company's share capital by virtue
of its control of 100% shareholding in RGL, such capital are
deem interested, and HSL in turn by Kui Man Chun through
his control of 99.16% interest in HSL, in addition to his
partner interest or disclosed in the section above.

2 Mr. Che Fung is interested in the Company’s share capital by
virtue of his control of 100% shareholding in Ever Union.

3 Ms. Liu Yang is interested in the Company’s share capital by
virtue of her until of 40% and 90% shareholding in Atlantis
Investment Management Limited and Atlantis Investment
Management (Hong Kong) Limited respectively, according to
the disclosure by such parties.

* The Letter “L” denotes a long position in shares.

*k

The percentage is calculated based on the total number of
issued shares of the Company as at 31 December 2010,
which was 2,673,429,835 ordinary shares.

#*  Mr. Kui Man Chun and Mr. Li Wenijin are directors of RGL
and Mr. Kui Man Chun, Mr. Li Wenjin and Mr. Xu Wensheng
are directors of HSL which were deemed or taken to have
interests or short positions in the shares or underlying shares
of the Company which would fall to be disclosed under the
provisions of Divisions 2 and 3 of Part XV of the SFO.

CONNECTED TRANSACTIONS

There was no related party transaction which
constituted connected transaction or continuing
connected transaction not exempted under Rule
14A.31 or Rule 14A.33 of the Listing Rules during
the year ended 31 December 2010. The Group
has complied with the disclosure requirements in
accordance with chapter 14A of the Listing Rules in
respect of such transaction.
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1 HSLI%*ﬁRGLZ100%Hﬂ%§ﬁﬁE¢$@ﬂﬁ
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HSL 99.16% 515 A °

&

ﬁ‘r$

2 ﬁ %EIHEEver Union 2 100% M # iy 1 2
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3 MWMEBEHEIZEER BALTESHNFE
Atlantis Investment Management Limited &
Atlantis Investment Management (Hong Kong)
Limited Z 40% % 90% R #E MR AN A R A A
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Details of a non-exempted connected transaction
which was entered at the end of 2009 and was
completed in the current financial year are disclosed
below.

Disposal and Issue of Convertible
Preference Shares of Success Bridge
Limited

As disclosed in the announcement of the Company of
30 December 2009 and the circular of 8 January 2010,
the Company and Wise World Group Limited (the
“Subscriber”) entered into a conditional subscription
agreement (the “Subscription Agreement”) on 24
December 2009, pursuant to which the Company
shall procure the issue and allotment by Success
Bridge Limited (“Success Bridge”) (a wholly owned
subsidiary of the Company) of, and the Subscriber
shall subscribe for 600 preference shares of US$0.001
each in the share capital of Success Bridge (“SBL
Preference Shares”) at a total consideration of US$60
million (equivalent to approximately HK$465 million)
(the “Subscription”). The 600 SBL Preference Shares
represent 6.0% of the issued share capital of Success
Bridge as enlarged by the Subscription. The 600 SBL
Preference Shares have been issued on 29 January
2010.

On completion of the Subscription Agreement
(“Completion”), the Company, the Subscriber and
Success Bridge would enter into a shareholders’
agreement, pursuant to which the Company agreed
to grant the rights to shareholders of SBL Preference
Shares (other than the Company) (“SBL Preference
Shareholders”) to, within a prescribed time frame,
transfer to the Company all SBL Preference Shares
together with all ordinary shares of Success Bridge
(“SBL Ordinary Shares”) (that have arisen from the
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conversion of the SBL Preference Shares) then in
issue and held by such SBL Preference Shareholders
in consideration of the issue of new ordinary shares of
the Company (“Shares”) at the initial exchange price
of HK$4.5 per Share (subject to adjustments). The
Company also agree, (i) if the audited consolidated
net profit after taxation of Success Bridge and
its subsidiaries for the financial year ending 31
December 2010 (the “2010 SBL Net Profit”) is less
than RMB450,000,000, the Company shall transfer
to the SBL Preference Shareholders such aggregate
number of additional SBL Ordinary Shares equal
to up to 3% of the aggregate number of ordinary
and preference shares of Success Bridge (“SBL
Shares”) in issue as at Completion at a consideration
of HK$1.00 (the “Ratchet Disposal”); and (i) if the
2010 SBL Net Profit is RMB500,000,000 or more,
the SBL Preference Shareholders shall transfer to the
Company such aggregate number of SBL Preference
Shares and/or SBL Ordinary Shares equal to up to
2% of the aggregate number of SBL Shares in issue
as at Completion at a consideration of HK$1.00 (the
“Ratchet Acquisition”).

Pursuant to the Shareholders’ Agreement, at any time
during a period from (and including) the day falling
nine months after the date of the first issue of the SBL
Preference Shares to (and excluding) the date falling
on the third anniversary thereof and subject to the
number of SBL Preference Shares then outstanding
exceeding 50% in number of the aggregate number
of such SBL Preference Shares and SBL Ordinary
Shares (that have arisen on the conversion of the
SBL Preference Shares), the majority SBL Preference
Shareholders may, at their sole option, require the
Company to acquire all SBL Preference Shares then in
issue and SBL Ordinary Shares (that have arisen from
the conversion of the SBL Preference Shares) and held
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by the SBL Preference Shareholders (other than the
Company) in consideration of the issue to the relevant
SBL Preference Shareholder or the person (not being
a connected person of the Company) designated by
it of such number of new Shares to be calculated by
US$60 million (or its HK$ equivalent calculated at the
exchange rate of US$1: HK$7.7553) divided by the
initial exchange price of HK$4.5 per Share (subject
to adjustments) (“Exchange Rights”). There will be
no Ratchet Disposal or Ratchet Acquisition if the
Exchange Rights are exercised in full.

The Subscriber was wholly-owned by Hao Capital
Fund Il L.P.. Hao Capital Fund Il L.P. and Hao
Capital China Fund L.P. (being funds under common
control) through their wholly owned subsidiaries were
substantial shareholders of a then subsidiary of the
Company. Accordingly, each of the Subscription,
the Ratchet Disposal, the Ratchet Acquisition, the
purchase of SBL Shares on exercise of the Exchange
Rights, constituted a connected transaction of the
Company, subject to reporting, announcement and
independent shareholders approval requirements
under Chapter 14A of the Listing Rules. The
Completion took place on 29 January 2010.
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OTHER TRANSACTIONS

(a) Acquisition of Mega Hunt Investments

Limited

On 26 January 2010, a then wholly-owned
subsidiary of the Company, New Concept
Services Limited (“New Concept”), entered
into a sale and purchase agreement with two
independent third parties (the “Mega Hunt
Vendor” and the “Guarantor”), pursuant to
which Mega Hunt Vendor agreed to sell and
New Concept agreed to purchase the entire
issued share capital of Mega Hunt Investments
Limited (“Mega Hunt”) for a consideration of 25
new shares of New Concept. The new shares
represent 20% of the issued share capital of
New Concept as enlarged by the allotment and
issue of shares. The acquisition is expected
to enhance the Group’s research in relation to
PLC technology, a low voltage power line carrier
wave communication technology, with a view to
developing PLC modules into the development
of the Group’s electronic power meters. The
acquisition was completed on 5 March 2010.
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(b) Acquisition of JIM Holdings International

Limited

On 19 March 2010, a subsidiary of the Company,
Success Bridge Limited (“Success Bridge”),
entered into a sale and purchase agreement
with several independent third parties (the
“JIM Vendors”), pursuant to which the JIM
Vendors agreed to sell and Success Bridge
agreed to purchase the entire registered
capital of JIM Holdings International Company
Limited, a company incorporated in British
Virgin Islands, and its subsidiaries for the cash
consideration of US$22,000,000 (approximately
HK$171,600,000). The acquisition allows the
Group to strengthen its telecom value-added
services business in the PRC. The acquisition was
completed on 29 March 2010.

(c) Spin-off and separate listing of the

electronic fund transfer point-of-
sale (EFT-POS) terminal solutions

business
During the year 2010, the Company announced

its intention to spin-off the electronic fund transfer
point-of-sale (“EFT-POS”) terminal solutions
business on the Main Board of the Hong Kong
Stock Exchange. The spin-off and separate listing
was completed on 20 December 2010. For details
of the spin-off and separate listing, please refer
to the announcement dated 15 March 2010 and
19 August 2010 and circular dated 8 November
2010.
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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.

MAJOR CUSTOMERS AND
SUPPLIERS

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

Purchases

—  the largest supplier 7%
- five largest suppliers combined 21%
Sales

—  the largest customer 24%
- five largest customers combined 51%

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.

SUBSEQUENT EVENTS

(a) Acquisition of Merchant Support

Co., Ltd
On 11 January 2011, the Company entered into a

sale and purchase agreement (the “Agreement”)
with an independent third party (the “Vendor”),
pursuant to which the Vendor agreed to sell and
the Company conditionally agreed to purchase
the entire issued share capital (the “Sales Share”)
of Merchant Support Co., Ltd (“Merchant
Support”), a company incorporated in Japan, and

EEESY
R BT S T A A A B 2 Bk
AAEALBDD BB TBRITHAL

TEREFRHES

FARASEXEHRHEANETFNEBGRE
MIFEB DT

- =AHER 7%

hAHEEAR 21%
- BAEF 24%
— hAREFAG 51%

EF REIBBALTIBSZMAEALR
NAEIRABIBELS% 2R - HIEN LA TR
BEF MM Em P H#A T -

REHRER

(a) W& Merchant Support Co.,
Ltd
RZE——F—A+—H KARAHE
—BUYE=FTEARDILEEWHZH
(] - Bt - EARELHERAR
a) 8 &1 [E) Z 8§ Merchant Support
Co., Ltd ([Merchant Support]) (—&
RBARFMHEL 2 AE) 22 EE BT
BARTHFERD D ARFERRE -
GTERRERENEXRRAREANR

EENE(PR)ARQFE —2-—ZFFRK

61



62

the Sales Claims, which comprise (i) the Loan
Claims (which represent the Vendor’s loan claims
against Merchant Support and Merchant Capital
Limited (“Merchant Capital’) under certain loan
agreements between the Vendor and Merchant
Support or between the Vendor and Merchant
Capital which remain outstanding as at three
Business Days before the Completion Date); and
(i) AM Claims (which represent the Vendor’s right
to demand payment of remuneration incurred until
the Completion Date (inclusive) under the cost
reimbursement agreement between the Vendor
and Merchant Support); for the consideration of
JPY1,258,370,841 (equivalent to approximately
HK$118.3 million), subject to adjustment. Subject
to fulfillment or waiver of the conditions stipulated
in the Agreement, Completion shall take place on
a date on or before 15 July 2011 to be agreed
by the Company and the Vendor, failing which
Completion shall take place on 15 July 2011.

(b) Exercise of over-allotment option of

Pax Global Technology Limited
On 12 January 2011, the over-allotment option

as detailed in the Prospectus dated 8 December
2010 of Pax Global Technology Limited (“Pax
Global”), an associated company of the Company,
was partially exercised by the global coordinator
of the Global Offering of Pax Global. Pax Global
issued an aggregate of 37,728,000 additional
shares at Offer Price and the Company’s interest
in Pax Global was reduced from 44.4% to
approximately 42.8%.
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PENSION SCHEME

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

In addition, pursuant to the government regulations
in the People’s Republic of China (the “PRC”), the
Group is required to contribute an amount to certain
retirement benefit schemes based on approximately
7% to 20% of the wages for the year of those
workers in the PRC. The local municipal government
undertakes to assume the retirement benefits
obligations of those workers of the Group.

DIRECTORS’ INTEREST IN
COMPETING BUSINESS

None of the Directors have an interest in any business
constituting a competing business to the Group.

SUFFICIENCY OF PUBLIC FLOAT

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

EETHE

AUDITOR

The financial statements have been audited by
PricewaterhouseCoopers who retire and, being
eligible, offer themselves for re-appointment.

On behalf of the Board

Cheung Yuk Fung
Chairman
Hong Kong, 17 March 2011
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Independent Auditor’s Report

To the shareholders of Hi Sun Technology
(China) Limited

(incorporated in Bermuda with limited liability)

We have audited the consolidated financial
statements of Hi Sun Technology (China) Limited
(the “Company”) and its subsidiaries (together,
the “Group”) set out on pages 69 to 191, which
comprise the consolidated and company balance
sheets as at 31 December 2010, the consolidated
income statement, the consolidated statement of
comprehensive income, the consolidated statement
of changes in equity and the consolidated cash
flow statement for the year then ended, and a
summary of significant accounting policies and other
explanatory information.

DIRECTORS’ RESPONSIBILITY
FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The directors of the Company are responsible for
the preparation of consolidated financial statements
that give a true and fair view in accordance with
Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public
Accountants and the disclosure requirements of
the Hong Kong Companies Ordinance, and for

such internal control as the directors determine is
necessary to enable the preparation of consolidated
financial statements that are free from material
misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

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

We conducted our audit in accordance with Hong
Kong Standards on Auditing issued by the Hong
Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical
requirements and plan and perform the audit to
obtain reasonable assurance about whether the
consolidated financial statements are free from
material misstatement.

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
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Independent Auditor’s Report

B AR

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 the consolidated financial statements that give a
true and fair view in order to design audit procedures
that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An
audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness
of accounting estimates made by the directors, as
well as evaluating the overall presentation of the
consolidated financial statements.

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

OPINION

In our opinion, the consolidated financial statements
give a true and fair view of the state of affairs of
the Company and of the Group as at 31 December
2010, and of the Group’s profit and cash flows
for the year then ended in accordance with Hong
Kong Financial Reporting Standards and have been
properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies
Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 17 March 2011
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For the year ended 31 December

BE+-A=+—HLEE

2010 2009
—E-EF —TTNEF
Note HK$’000 HK$’000
BEE FET FHEIT
(Restated)
(&%)
(Note 1)
(Mf3E1)
Continuing operations BEKEEK
Turnover B 5,6 901,521 784,652
Cost of sales SHE AR 7 (731,115) (459,697)
Gross profit EF 170,406 324,955
Other income RN 5 16,957 25,639
Other gains, net Hupg s 558 5 6,913 992
Selling expenses HERX 7 (89,797) (66,940)
Administrative expenses THEA 7 (330,136) (240,928)
Operating (losses)/profit e (B18) % 7 (225,657) 43,718
Share of profit of an associated company & {5 — &8 & A 7] 2 % A 21 6,860 -
Finance costs B A AR 10 (473) (35)
(Loss)/profit before income tax BrETSRLAT (B518) % F (219,270) 43,683
Income tax credit/(expense) FrisfiE e, (%) 11 1,742 (13,311)
(Loss)/profit for the year from FREEEEKRZ
continuing operations FA(EBE)&F (217,528) 30,372
Discontinued operation BARIEREEK
Profit from discontinued operation EAR R E R 38 1,096,476 84,551
Profit for the year FERBEF 878,948 114,923

The notes on pages 80 to 191 are an integral part of F8OE191 B WA NGEMBHRER 2 HEP I
these consolidated financial statements. e
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Consolidated Income Statemen

SEWER | 3

For the year ended 31 December

BE+-A=+—HLEE

2010 2009
—E-EF —TTNEF
Note HK$’000 HK$’000
B aE FER FHEIT
(Restated)
(&%)
(Note 1)
(MH3E1)
Profit attributable to: FEMER A -
— Equity holders of the Company — RRRERFAA 850,275 85,845
- Non-controlling interests — FEERR R 28,673 29,078
878,948 114,923
Earnings/(loss) per share for profit A2 FA#ERFEHE AEE
attributable to the equity holders BRzEBRER(EE)
of the Company:
From continuing and discontinued REFERDKLE
operations KR T
— Basic (HK$) — EARGET) 14 0.318 0.035
— Diluted (HK$) — #ECET) 14 0.318 0.035
From continuing operations REFELCLEED
— Basic (HK$) — EARCET) 14 (0.071) 0.015
— Diluted (HK$) — s (8T) 14 (0.071) 0.015
From discontinued operation KE DRI EER
— Basic (HK$) — EARGET) 14 0.389 0.020
— Diluted (HK$) — #ECET) 14 0.389 0.020

The notes on pages 80 to 191 are an integral part of FOOE1N B M e B igmk 2 A F &
these consolidated financial statements. 7 e
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ement of Comprehenswe Income

For the year ended 31 December

BE+-HA=+—HLEFE

2010 2009
—E-EF —TTNEF
HK$’000 HK$’000
FET FHEIT
Profit for the year FERER 878,948 114,923
Other comprehensive income Hib 2wk
Exchange differences arising on translation BMEGINEB AT
of the financial statements of MM REEZ
foreign subsidiaries ME N = 59,404 (348)
Fair value gain on revaluation of BHAIMHEHESRERE
available-for sale financial assets N EYE 100 -
Release of reserve upon disposal HERBARZ
of subsidiaries B IR (36,551) -
Share of other comprehensive income Frif—fEEtE A F 2
of an associated company HEf2Ekas 134 -
Total comprehensive income for the year FRAZHEWNEHEEE 902,035 114,575
Total comprehensive income B2 mN B -
attributable to:
- Equity holders of the Company —RRAFIERFFAA 873,093 85,498
- Non-controlling interests — SRR R 28,942 29,077
902,035 114,575

The notes on pages 80 to 191 are an integral part of

these consolidated financial statements.
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As at 31 December

W+=-—HA=+—H
2010 2009
—E-EF —EETNF
Note HK$’000 HK$’000
hg=d FExT FET
ASSETS 'E
Non-current assets IRBEE
Investment properties KEWE 15 2,438 1,827
Property, plant and equipment ME - BB REE 16 116,733 125,734
Leasehold land HE T 17 38,826 42,007
Intangible assets B EE 18 252,595 116,064
Interest in an associated company R—REBE A R 2 21 1,285,714 -
Available-for-sale financial assets AtHESMEE 19 23,500 23,400
Long-term deposits REZS 23 1,596 -
Total non-current assets FRBEEHLE 1,721,402 309,032
Current assets REBEE
Inventories rE 22 168,426 167,558
Trade and other receivables, JE U BR 3 B Ho At
prepayments FEWFIA - FE
and deposits RERIZS 23 291,880 437,805
Tax recoverable I qER A 3,590 -
Financial assets at BEAFERA
fair value through A E 2
profit or loss TREE 24 12,898 480
Restricted cash ZRRHIRE 25 - 1,740
Short-term bank deposits EHIRITIER 26 177,557 261,741
Cash and cash equivalents RERBFCEZEED 27 1,281,616 1,139,974
Total current assets MEEEAT 1,935,967 2,009,298
Total assets EEHSRE 3,657,369 2,318,330
EQUITY R
Capital and reserves attributable to QA FERZIFEA
the Company’s equity holders FEERAR #E
Share capital &N 28 6,684 6,684
Reserves s 29 3,043,776 1,746,156
3,050,460 1,752,840
Non-controlling interests FERER 117,346 162,936
Total equity AR 3,167,806 1,915,776

The notes on pages 80 to 191 are an integral part of
these consolidated financial statements.

N

HI SUN TECHNOLOGY (CHINA) LIMITED ANNUAL REPORT 2010

o

FBOE191 A ZME IR A M MER 2 H P &

7



As at 31 December

W+=-—HA=+—H
2010 2009
—E-2F —EENF
Note HK$’000 HK$’000
B s FET FAETT
LIABILITIES =N
Non-current liabilities FRBEE
Deferred tax liabilities EERIEEE 32 11,417 2,626
Total non-current liabilities EREBBERRE 11,417 2,626
Current liabilities REBAE
Trade and other payables JE A~ BR 5K e HoAth
FE T IR 30 455,520 363,402
Taxation payable FE IR 136 36,526
Borrowings BN 31 22,490 -
Total current liabilities RBEERE 478,146 399,928
Total liabilities BEEE 489,563 402,554
Total equity and liabilities ERRAEAH 3,657,369 2,318,330
Net current assets RBEEFE 1,457,821 1,609,370
Total assets less current liabilities ZEEZAERABERE 3,179,223 1,918,402
On behalf of the Board
RREEZ
XU WENSHENG LI WENJIN
BRIE EXE
Director Director
- -

The notes on pages 80 to 191 are an integral part of BRI B WG EHmR 2 EDR I
these consolidated financial statements. Zau)
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As at 31 December

R+=-—BA=+—H
2010 2009
—E-Z25F —ETNF
Note HK$’000 HK$'000
Bk FET FET
ASSETS BE
Non-current assets ERBEE
Investment properties KEYZE 15 4,115 4,373
Leasehold land HELH 17 27,309 28,068
Available-for-sale financial assets ARt EemEE 19 23,500 23,400
Investments in subsidiaries KB AR 2RE 20 312,903 606,120
Investment in an associated company R—EEZ AR ZKE 21 316,862 -
Total non-currentassets #*"BEE#® 684,689 661,961
Current assets REEE
Prepayments, deposits and FERRIE - %8
other receivables R A e W SROR 23 558 604
Financial assets at fair BRAFEFTA
value through i M) S B 1B
profit or loss L EMEE 24 568 480
Cash and cash equivalents RehReEEY 27 498,353 540,836
Totalcurrentassets ~~ *B&EES® 499,479 541,920
Total assets BEEHE 1,184,168 1,203,881
EQUITY =
Capital and reserves attributable to AQATEFEFEA
the Company’s equity holders FEERAR #E
Share capital f& 7 28 6,684 6,684
Reserves i 29 1,133,684 1,185,640
Totalequity ~  #=#& 1,140,368 1,192,324
The notes on pages 80 to 191 are an integral part of FBOEIITBEZME N BHmEKk 2 AR

these consolidated financial statements.
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Balance Sheet

EEEER

As at 31 December

R+=—A=+—H
2010 2009
—E-ZF —EENF
Note HK$’000 HK$’000
B FExT FATT
LIABILITIES =L
Current liabilities REBEE
Financial liability at fair value BN ER AR
through profit or loss gl A S=N 36 18,145 -
Other payables and accruals E MR RIE R
FERTFRIE 30 25,655 11,557
Total current liabilites ~~ #w&&f#® 43800 11,557
Total liabilites ~ ~ #f®® 43800 11,567
Total equity and liabilities EERkaEEE 1,184,168 1,203,881
Netcurrentassets ~~~~~~~~~  *B®EFE 455,679 530,363
Total assets less current liabilities ZEEAERABHERS 1,140,368 1,192,324
On behalf of the Board
RREEZ
XU WENSHENG LI WENJIN
B E =g
Director Director
o EZE
The notes on pages 80 to 191 are an integral part of FROR1TBE v MaE NGB HRERZEAFE
these consolidated financial statements. e
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AEREETE

For the year ended 31 December 2010
BE-Z-ZF5+-A=+—BHLEE

Attributable to equity holders of the Company

KAREBHEAEL
Non-
Share Share Contributed Other Exchange Retained controlling
capital premium surplus  reserves reserve earnings interests Total
RAEx  RHEE BEHRH HoRE HNERRE  RERF FERER &t
HK$’000 HK$000 HK$'000 HK$'000 HK$000 HK$'000 HK$000 HK$000
FET FET FTHER FERT FET FHER FET FET
Balance at 1 January 2010 R-E-ZF—-F—Hz&H 6,684 930,020 168,434 108,785 81,675 457,242 162,936 1,915,776
Comprehensive income 2EKE
Profit for the year F R H - - - - - 850,275 28,673 878,948
Other comprehensive income  Hftt 2 E Uz
Exchange differences arising on ~ {2E/E/NHE AR
translation of the financial MBREREELZ
statements of foreign subsidiaries & 5 Z=%8 - - - - 48,813 - 10,591 59,404
Release of reserve upon disposal  HEKBARIFES
of subsidiaries (Note 33(b)) 2 B (M3 33(b) - - - - (26,229) - (10,322) (36,551)
Fair value gain on revaluation of ~ B A EHESRERE
available-for-sale financial assets AP (AW
(Note 19) (Mi5E19) - - - 100 - - - 100
Share of other comprehensive P —FE & A A
income of an associated 2 Efth 2 E M
company (Note 21) (MizE21) - - - - 134 - - 134
Total comprehensive income 2HEKEAE - - - 100 22,718 850,275 28,942 902,035
Issue of convertible preference —MBNBARIET
share by a subsidiary (Note 36) ARARE ST AR (5 36) - - - 407,354 - - 55,440 462,794
Acquisition of a subsidiary WE—HME AR
(Note 37(a)) (Mi5E37(a)) - - - 17,173 - - 91,042 108,215
Disposal of subsidiaries HEMBE AR
(Note 33(b)) (Ff§5E33(b)) - - - - - - (221,014) (221,014)
Balance at 31 December 2010 R-Z—ZFF+=f
=t+—Bz&% 6,684 930,020 168,434 533,412 104,393 1,307,517 117,346 3,167,806

The notes on pages 80 to 191 are an

these consolidated financial statements.
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For the year ended 31 December 2009
HE-_ZTZNEF+_A=+—HILEFE

Attributable to equity holders of the Company

ARAIERFE AL
Non-
Share Share Contributed Other Exchange  Retained controlling
capital premium surplus reserves reserve earnings interests Total
R BpEE  EHRs  HEuREE MNERE  RERV HERER &5t

HK$'000  HK$'000  HK$'000  HK$O000  HK$'000 HK$000  HK$'000  HK$'000
THETL TAET TET THETL TAET THET TAEL TAET

Balance at 1 January 2009 R-BZAF—-A—A2#&H 5580 548,330 168,434 21,204 82,022 371,397 67,702 1,264,669
Comprehensive income 2HE W
Profit for the year FREF) - - - - - 85,845 29,078 114,923

Other comprehensive income  Hth 2 E W
Exchange differences arising on {2 E /N E A A

translation of the financial MERREEZ
statements of foreign subsidiaries &}, %= 8 - - - - (347) - (1) (348)
Total comprehensive income  2E NI HAE - - - - (347) 85,845 29,077 114,575

Shares issued under share options 18 7% 2 78 B 4

scheme of the Company BE ) 104 82,810 - - - - - 82,914
Issue of new shares BITH 1,000 299,000 - - - - - 300,000
Share issue expenses BITRN 2R - (120) - - - - - (120)
Disposal of 20% equity interest HE—RHBAR]

in a subsidiary 20% f& 1 - - - 87,581 - - 66,157 153,738

Balance at 31 December 2009 R=-ZZAFE+=A
=t+—Az#&EH 6,684 930,020 168,434 108,785 81,675 457,242 162,936 1,915,776

The notes on pages 80 to 191 are an integral part of F8OE 11 B2 ENGETBRR 2 E I
these consolidated financial statements.
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For the year ended 31 December

BE+-A=+—HLEE

2010 2009
—E-EF —ZTTNF
Note HK$°000 HK$’000
B 5T FExT FHET
Cash flows from operating REEBZHRERE
activities
Cash (used in)/generated (TR 33(a) (59,499) 304,532
from operations Frisii&e
Hong Kong income tax paid BERBEBMEN (2,074) (566)
Overseas income tax paid 2N HE (39,825) (37,641)
Net cash (used in)/generated from R (FTR),/
__operating activities FeRER® (101,398) 266,325
Cash flows from investing activities REFZH 2B ERE
Purchase of property, BEWE BB
plant and equipment B 16 (43,393) (19,592)
Purchase of intangible assets BERVEE 18 (12) -
Proceeds from disposals of property, HEME - BEK
plant and equipment and HEREE LM
leasehold land FriS A 33(c) 13,200 1,840
Proceeds from disposal of 20% equity H&E—RHEBR A2 20%
interest in a subsidiary that does not ~ F&#E I & B 5k 2=
result in losing control of the subsidiary 7% B /A 5132 Il #
Z S FIE - 153,738
Acquisition of subsidiaries, net cash WEEB B AR - FEE
paid R 37 (48,516) -~
Acquisition of available-for-sale WE AT E
financial assets TREE - (23,400)
Interest received 2 W F B 10,900 7,598
Net cash (used in)/generated from wEES(FTA),/
__investing activities FEREFe ] (67,821) 120,184
The notes on pages 80 to 191 are an integral part of FB0E19N B MR E M Emk 2 B E
these consolidated financial statements. 7 e
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For the year ended 31 December

BE+-A=+—HLEE

2010 2009
—E-EF —EETNF
Note HK$°000 HK$’000
B 5T FExT FHET
Cash flows from financing activities REFEH 2B EHRE
Proceeds from inception of RV R HIRITER
short term bank loans FTi3 338 21,850 -
Repayment of short term bank loans B 52 EiSR 1T E X - (15,209)
Proceeds from issue of new BT g ER
ordinary shares FTi3 338 - 382,794
Interest paid ERFE (473) (464)
Net proceeds from issue of convertible —ZRBIE R 72377 ] 4%
preference shares by a subsidiary BERZFISHIAFE 36 462,794 -
(Increase)/decrease in restricted cash S [RHIIR S (8 10) 5 (1,023) 6,872
Decrease/(increase) in short-term FEHAERITIF
bank deposit A (380) 84,184 (137,441)
Net cash generated from BB BB IS
__financing activities REFE 567,332 286552
Net increase in cash and ReRBESEENZ
cash equivalents T IFERE 398,113 623,061
Exchange gains/(losses) on cash ReERFAEZFEMZ
and cash equivalents b 5 ek, (E518) 25,436 (348)
Net cash outflow arising HERBAAZ
from disposal of subsidiaries W FRE 33(b) (281,907) -
Cash and cash equivalents at FHRE &
beginning of the year REEEY 1,139,974 517,261
Cash and cash equivalents at FHRAESR
the end of the year REEEY 27 1,281,616 1,139,974

The notes on pages 80 to 191 are an integral part of
these consolidated financial statements.
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GENERAL INFORMATION

The principal activity of Hi Sun Technology (China)
Limited (the “Company”) is investment holding.

The Company and its subsidiaries (collectively
referred to as the “Group”), are principally engaged
in the sales of electronic power meters and
solutions, provision of telecommunication solutions
and operation value-added services, provision of
financial solutions, services and related products
and provision of payment solutions and services.

In 2010, the Group span off its electronic fund
transfer point-of-sale ("EFT-POS") terminal solutions
business through a separate listing of PAX Global
Technology Limited (the “PAX Global”), a then
subsidiary of the Company, on the Main Board of
The Stock Exchange of Hong Kong Limited (the
“Spin-off”).

The Spin-off was completed on 20 December 2010.
Upon the completion of the Spin-off, the Group’s
interest in PAX Global was diluted from 60.0% to
44.4% and resulted in losing control of PAX Global,
PAX Global was deconsolidated from the date that
control ceased and was accounted as an associated
company. For the presentation of the consolidated
financial statements for the years end 31 December
2010 and 2009, the EFT-POS terminal solutions
business was regarded as “discontinued operation”
(Note 38).

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

The Company is listed on the Stock Exchange of
Hong Kong Limited.

These consolidated financial statements are
presented in thousands of units of Hong Kong
dollars (HK$’000), unless otherwise stated. These
consolidated financial statements have been
approved for issue by the Board of Directors on
17 March 2011.

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
("HKFRS”) issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”).
The consolidated financial statements have
been prepared under the historical cost
convention, as modified by the revaluation of
financial assets and financial liabilities (including
derivative instruments) at fair value through
profit or loss and available-for-sale financial
assets.

The preparation of financial statements in
conformity with HKFRS requires the use of
certain critical accounting estimates. It also
requires management to exercise its judgement
in the process of applying the Group’s
accounting policies. The areas involving a
higher degree of judgement on complexity,
or areas where assumptions and estimates
are significant to the consolidated financial
statements are disclosed in note 4.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.1 Basis of preparation (continued)

(@) The following new standards, amendments
to standards and interpretations are
mandatory for the financial year beginning
1 January 2010, but do not have material
impact to the consolidated financial
information of the Group.

° HK(IFRIC) Int 17, ‘Distributions of
non-cash assets to owners’

o HK(IFRIC) Int 18, ‘Transfers of assets
from customers’

° HK-Int 5, ‘Presentation of Financial
Statements — Classification by the
Borrower of a Term Loan that Contains
a Repayment on Demand Clause’

° Amendment to HKFRS 1, ‘Additional
exemptions for first-time adopters’

e Amendment to HKFRS 2, ‘Group
cash-settled share-based payment
transaction’

° Amendment to HKFRS 5, ‘Non-
current assets held for sale and
discontinued operations’

e  Amendment to HKFRS 8, ‘Operating
segments’

o Amendment to HKAS 1, ‘Presentation
of financial statements’

e Amendment to HKAS 7, ‘Statement
of cash flows’

e  Amendment to HKAS 17, ‘Lease’

e  Amendment to HKAS 36, ‘Impairment
of assets’

HI SUN TECHNOLOGY (CHINA) LIMITED ANNUAL REPORT 2010
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.1 Basis of preparation (continued)

(@)

(b)

The following new standards, amendments
to standards and interpretations are
mandatory for the financial year beginning

1 January 2010, but do not have material

impact to the consolidated financial

information of the Group. (continued)

e  Amendment to HKAS 38, ‘Intangible
assets’

e Amendment to HKAS 39, ‘Eligible
hedged items’

e Amendment to HK(IFRIC) Int 9,
‘Reassessment of embedded
derivatives’

e Amendment to HK(IFRIC) Int 16,
‘Hedges of a net investment in a
foreign operation’

The following new standards, amendments
to standards and interpretations have been
issued, but are not effective for the financial
year beginning 1 January 2010 and have
not been early adopted:

° HKAS 24 (Revised), ‘Related party

disclosures’ 2
° HKFRS 9, ‘Financial instruments’ '

° HK(IFRIC) Int 19, ‘Extinguishing financial
liabilities with equity instruments’ #

o Amendments to HKAS 1, ‘Presentation
of Financial Statements’ ?

e Amendments to HKAS 27, ‘Consolidated
and separate financial statements’ 2

o Amendments to HKAS 34, ‘Interim Financial
Reporting’ 2

e  Amendments to HKAS 32, ‘Classification
of rights issues’ ®
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.1 Basis of preparation (continued)

(b) The following new standards, amendments
to standards and interpretations have been
issued, but are not effective for the financial
year beginning 1 January 2010 and have
not been early adopted. (continued)

e Amendments to HKFRS 1, ‘Limited
exemption from comparative HKFRS
7 disclosures for first-time adopters’ *

e  Amendments to HKFRS 1, ‘First-time
Adoption of Hong Kong Financial
Reporting Standards’ 2

e  Amendments to HKFRS 3 (Revised),
‘Business Combinations’ #

° Amendments to HKFRS 7, ‘Financial
Instruments: Disclosures’ 2

e Amendments to HK(IFRIC) Int 13,
‘Customer Loyalty Programmes’ 2

e Amendments to HK(IFRIC) Int 14,
‘Prepayments of a minimum funding
requirement’ 2

° Amendments to HKAS 12 ‘Income
taxes’ ®

! Effective for annual periods beginning
on or after 1 January 2013.

2 Effective for annual periods beginning
on or after 1 January 2011.

8 Effective for annual periods beginning
on or after 1 February 2010.

4 Effective for annual periods beginning
on or after 1 July 2010.

5 Effective for annual periods beginning
on or after 1 January 2012.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.1 Basis of preparation (continued)

(®)

The following new standards, amendments
to standards and interpretations have been
issued, but are not effective for the financial
year beginning 1 January 2010 and have
not been early adopted. (continued)

The Group has already commenced an
assessment of the impact of the new
standards, amendments to the standards
and interpretations but is not yet in a
position to state whether these new
standards, amendments to standards
and interpretations would have a
significant impact to the Group’s results of
operations and financial position.

2.2 Consolidation
The consolidated financial statements include
the financial statements of the Company and all
its subsidiaries made up to 31 December.

(@)

Subsidiaries

Subsidiaries are all entities over which
the Group has the power to govern the
financial and operating policies generally
accompanying a shareholding of more
than one half of the voting rights. The
existence and effect of potential voting
rights that are currently exercisable
or convertible are considered when
assessing whether the Group controls
another entity.

2 ERETHEHME®

21 WBEEE)
b) KTFBER-_F—FF—H—HF
152 BB F B AE 18 K A
R - AR R IERANZ #TER -
CEAIZ EETRAZFE - (BB)

REBEZTFTHHHAER - HER
2T Rz e ETHE
BREAREEZSHER - HEL
ZEFTRREREHANER 2K
LEBENMPTHIRVENERTZE -

2.2 #REKRE
ZV%\WM&% BEARRE REMAMN
ANRBEt+ -_A=+—B1t 8%
ﬁlﬁ%o

() KB A]
B B R] T HE AN R 4 ] EL A
ARk WAEEE LW
REBHRRZMBER - NeHH
AEEEERNZ—EEK B
ZEARA TITERBRE
BRERZIGFHERTE -

R (FE) BERAT =8 —

ZEFH 85



36

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.2 Consolidation (continued)

(@)

HI SUN TECHNOLOGY (CHINA) LIMITED ANNUAL REPORT 2010

Subsidiaries (continued)

Subsidiaries are fully consolidated from
the date on which control is transferred to
the Group. They are de-consolidated from
the date that control ceases. When the
Group loses control over a subsidiary, the
profit or loss on disposal is calculated as
the difference between (i) the aggregate of
the fair value of the consideration received
and the fair value of any retained interest
determined at the date when control is lost
and (ii) the previous carrying amount of the
assets (including goodwill), and liabilities
of the subsidiary and any non-controlling
interests.

The Group uses the acquisition method
of accounting to account for business
combinations. The consideration transferred
for the acquisition of a subsidiary is the
fair values of the assets transferred, the
liabilities incurred and the equity interests
issued by the Group. Acquisition-related
costs are expensed as incurred. Identifiable
assets acquired and liabilities and contingent
liabilities assumed in a business combination
are measured initially at their fair values
at the acquisition date, irrespective of the
extent of any non-controlling interests. The
excess of the cost of acquisition over the fair
value of the Group’s share of the identifiable
net assets acquired is recorded as goodwill
and is included in “Intangible assets” in
the consolidated balance sheet. If the cost
of acquisition is less than the fair value of
the net assets of the subsidiary acquired,
the difference is recognised directly in the
income statement.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.2 Consolidation (continued)

(@)

(b)

Subsidiaries (continued)

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

In the Company’s balance sheet, the
investments in subsidiaries are stated at
cost less provision for impairment losses.
The results of subsidiaries are accounted
by the Company on the basis of dividend
received and receivable.

Transactions and non-controlling interests
— ‘economic entity approach’

The Group applies a policy of treating
transactions with non-controlling interests
as transactions with equity owners of the
Group. For purchases from non-controlling
interests, the difference between any
consideration paid and the relevant share
acquired of the carrying value of net
assets of the subsidiary is recognised in
equity. Gains or losses on disposals to
non-controlling interests are also recorded
in equity.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.2 Consolidation (continued)

(c)

HI SUN TECHNOLOGY (CHINA) LIMITED ANNUAL REPORT 2010

An associated company

An associated company is an entity over
which the Group has significant influence
but not control, generally accompanying
a shareholding of between 20% and
50% of the voting rights. Investment in
an associated company is accounted for
using the equity method of accounting and
is initially recognised at cost. The Group’s
Investment in an associated company
includes goodwill identified on acquisition,
net of any accumulated impairment loss.

In the Company’s balance sheet, the
investment in an associated company
is stated at cost less provision for
impairment losses.

The Group’s share of its associated
company post-acquisition profits or losses
is recognised in the consolidated income
statement, and its share of post-acquisition
movements in other comprehensive income
is recognised in other comprehensive
income. The cumulative post-acquisition
movements are adjusted against the
carrying amount of the investment. When
the Group’s share of losses in a associated
company equals or exceeds its interest
in the associated company, including any
other unsecured receivables, the Group
does not recognise further losses, unless it
has incurred obligations or made payments
on behalf of the associated company.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.2 Consolidation (continued)
(c) An associated company (continued)
Unrealised gain on transactions between
the Group and its associated company

2 EAREHHERBE @

2.2 #EKRE(E)
(c) BELF(E)
RNEBMEEBE N ZEETZ
RHGBZRER R UAE

is eliminated to the extent of the Group’s
interest in the associated company.
Unrealised losse is also eliminated unless
the transaction provides evidence of
an impairment of the asset transferred.
Accounting policies of the associated

BRZBE AR 2D BRT A
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SETERRA TR fmEAKRSE
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company have been changed where
necessary to ensure consistency with the
policies adopted by the Group.

Dilution gains and losses arising in RIEENR 2R EES 2B E1E
investments in associates are recognised m AR AR ©

in the income statement.

2.3 Segment reporting 2.3 SERE
Operating segments are reported in a manner KEDHHBERANERFE BLLER
consistent with the internal reporting provided RERBZABBENERE B -
to the chief operating decision-maker. The chief FELLEREKE  EHETEAIFLRE
operating decision-maker, who is responsible MAEZEEZSBEIRERELE
for allocating resources and assessing DE R FHHERIR -
performance of the operating segments, has
been identified as the Board of Directors that
makes strategic decisions.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.4 Foreign currency translation

(@)

(b)

HI SUN TECHNOLOGY (CHINA) LIMITED ANNUAL REPORT 2010

Functional and presentation currency

ltems included in the financial statements
of each of the Group’s entities are
measured using the currency of the
primary economic environment in which
the entity operates (the “functional
currency”). The consolidated financial
statements are presented in Hong Kong
dollars (“HKD”), which is the Company’s
functional and presentation currency.

Transactions and balances

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

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

2.4 Foreign currency translation (continued)
(c) Group companies

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

(i)

(i

(i)

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

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

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

2.4 Foreign currency translation (continued)

(c) Group companies (continued)

On consolidation, exchange differences
arising from the translation of the net
investment in foreign entities, and
of borrowings and other currency
instruments designated as hedges of such
investments, are taken to shareholders’
equity. When a foreign operation is sold,
such exchange differences are recognised
in the income statement as part of the
gain or loss on sale.

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

2.5 Property, plant and equipment

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

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

2.5 Property, plant and equipment (continued)

Depreciation of property, plant and equipment
is calculated using the straight-line method to
allocate cost to their residual values over their
estimated useful lives, as follows:

Buildings 5-10%
Leasehold improvements 20% or
over lease terms,

whichever is shorter

Office furniture and equipment 18%-25%
Plant and equipment 9%-25%
Motor vehicles 18%-25%

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at each
balance sheet date.

An asset’s carrying amount is written down
immediately to its recoverable amount if
the asset’s carrying amount is greater than
its estimated recoverable amount (Note
2.8). Gains and losses on disposal are
determined by comparing the proceeds with
the carrying amount and are recognised
within administrative expenses in the income
statement.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.6 Investment properties

Property that is held for long-term yields or
for capital appreciation or both, and that
is not occupied by the companies in the
consolidated group, is classified as investment
property. The cost of an investment property
comprises its purchase price and any costs
directly attributable to bringing the property
to its intended use. After initial recognition,
investment property is stated at cost less
accumulated depreciation and impairment
losses.

Depreciation is calculated using the straight
line method to allocate cost of the investment
property over its estimated useful lives, as
follows:

Buildings 5%

Subsequent expenditure is included in
the asset’s carrying amount only when it
is probable that future economic benefits
associated with the item will flow to the Group
and the cost of the item can be measured
reliably. All other repairs and maintenance
costs are expensed in the income statement
during the financial period in which they are
incurred.

If an investment property becomes owner
occupied, it is reclassified as property, plant
and equipment.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.7 Intangible assets

(@)

(b)

Goodwill

Goodwill represents the excess of the cost
of an acquisition over the fair value of the
Group’s share of the net identifiable assets
of the acquired subsidiary at the date
of acquisition. Goodwill on acquisitions
of subsidiaries is included in intangible
assets. Separately recognised goodwill is
tested annually for impairment and carried
at cost less accumulated impairment
losses. Impairment losses on goodwill are
not reversed. Gains and losses on the
disposal of an entity include the carrying
amount of goodwill relating to the entity
sold.

Goodwill is allocated to cash-generating
units for the purpose of impairment
testing. The allocation is made to those
cash generating units or group of cash-
generating units that are expected to
benefit from the business combination
in which the goodwill arose identified
according to operating segment.

Brand name, customer list and contracts,
patents and in-progress technology
Acquired brand name, customer list
and contracts, patents and in-progress
technology are shown at historical
cost. They have a finite useful life and
are carried at cost less accumulated
amortisation. Amortisation is calculated
using the straight-line method to allocate
the cost over their estimated useful lives
(2-5 years).
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Notes to the Consolidated Flnan

R MK B KM

2 SUMMARY OF SIGNIFICANT 2 ERETEREME®
ACCOUNTING POLICIES (continued)
2.7 Intangible assets (continued) 2.7 BEEE(E)
(c) Software development costs (c) B IHEZEALLX

Acquired software development costs
are capitalised on the basis of the costs
incurred to acquire and bring to use
the specific software. These costs are

BANGMHFHENAREREE R
ERZFERMFISI ENRAE
A - BRAKAILEAE AT A F
H (RF)#H -

amortised over their estimated useful
lives (five years). Costs associated with
developing or maintaining computer
software programmes are recognised as
an expense as incurred.

Costs that are directly associated with
the development of identifiable and MK AERRSERIN B
unique software products controlled EA A 2% /R SR B I A9 AT B Rl % 98
by the Group, and that will probably BEMHES  WIRAEEELBR
generate economic benefits exceeding —FREIEONE  EERAB
costs beyond one vyear, are recognised B EE - BEEKABRREEMEHR
as intangible assets. Costs include the BEIHKRA  UEEERHEA
employee costs incurred as a result of REER o

developing software and an appropriate

portion of relevant overheads.

B R B sk A B N BT A2 AR A

ERERASEEMNEMAIFREK
AELEEFT A A -

Computer software development costs
recognised as assets are amortised over
their estimated useful lives.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.8

2.9

Impairment of investments in subsidiaries
and non-financial assets

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

Financial assets and liabilities

The Group’s financial assets are classified as
“financial assets at fair value through profit or
loss”, “available-for-sale investments”, and
“loans and receivables” dependent on the
purpose for which the assets are acquired.

The Group’s and the Company’s financial
liabilities are classified as “financial liabilities
at fair value through profit or loss” and “other
financial liabilities at amortised cost”. Details
of classifications and measurements are as
follows:
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.9 Financial assets and liabilities (continued)
Management determines the classification
of its financial assets and liabilities at initial
recognition and re-evaluates this designation at
every reporting date.

(a) Financial assets at fair value through profit
or loss
Financial assets at fair value through
profit or loss are financial assets held for
trading. A financial asset is classified in
this category if acquired principally for the
purpose of selling in the short term.

(b) Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. They are included in current
assets, except for maturities greater than
12 months after the balance sheet date.
These are classified as non-current assets.
Loans and receivables comprise ‘trade,
other receivables and deposits’, ‘long-
term deposits’, ‘restricted cash’, ‘short-
term bank deposits’, and ‘cash and cash
equivalents’ in the balance sheet (Notes
2.11 and 2.12).
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2 SUMMARY OF SIGNIFICANT 2 EASTHHREEBE @)
ACCOUNTING POLICIES (continued)
2.9 Financial assets and liabilities (continued) 29 SRMEEREE(E)
(b) Loans and receivables (continued) (b) EFREKFE(E)

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

Gains or losses arising from changes in
the fair value of the ‘financial assets at fair
value through profit or loss’ category are
presented in the income statement within
‘other gains, net’, in the period in which
they arise. Dividend income from financial
assets at fair value through profit or loss is
recognised in the income statement also
with other gains, net when the Group’s
right to receive payments is established.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.9 Financial assets and liabilities (continued)
(b) Loans and receivables (continued)

(c)

The fair values of quoted investments are
based on current bid prices. If the market
for a financial asset is not active (and for
unlisted securities), the Group establishes
fair value by using valuation technigues.
These include the use of recent arm’s
length transactions, reference to other
instruments that are substantially the
same, discounted cash flow analysis and
option pricing models, making maximum
use of market inputs and relying as little as
possible on entity-specific inputs.

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

Available-for-sale financial assets are
measured at fair value at the end of the
reporting period. Changes of fair value
are recognised in other comprehensive
income. Where the financial asset is
disposed of or is determined to be
impaired, the cumulative gain or loss
previously accumulated in the investments
revaluation reserve is reclassified to profit
or loss.

The Group assesses at each balance
sheet date whether there is objective
evidence that a financial asset or a group
of financial assets is impaired.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.9 Financial assets and liabilities (continued)
(d) Financial liabilities at fair value through

(e)

profit or loss

Financial liabilities at fair value through
profit or loss are initially measured at
fair value. At each balance sheet date
subsequent to initial recognition, financial
liabilities at fair value through profit or loss
are measured at fair value, with changes in
fair value recognised directly in the profit
and loss account in the period in which
they arise.

Other financial liabilities at amortised cost
Other financial liabilities at amortised cost
are initially measured at fair value and
subsequently measured at amortised cost,
using the effective interest method.

2.10 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, direct labour and related
production overhead. Net realisable value is the
estimated selling price in the ordinary course
of business, less applicable variable selling
expenses.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.11 Trade, bills and other receivables

2 EARSHTHERBE @

2.1 BYWAR - BRRE R At EWRRIE

Trade, bills and other receivables are
recognised initially at fair value and
subsequently measured at amortised cost
using the effective interest method, less
provision for impairment. A provision for
impairment of trade, bills and other receivables
is established when there is objective evidence
that the Group will not be able to collect all
amounts due according to the original terms of
the receivables. Significant financial difficulties
of the debtor, probability that the debtor will
enter bankruptcy or financial reorganisation
and default or delinquency in payments are
considered indicators that the trade receivable
is impaired. The amount of the provision is
the difference between the asset’s carrying
amount and the present value of estimated
future cash flows, discounted at the original
effective interest rate. The carrying amount
of the assets is reduced through the use
of an allowance account, and the amount
of the loss is recognised in the 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 income
statement.

2.12 Cash and cash equivalents

Cash and cash equivalents include cash on
hand and deposits held at call with banks with
original maturities of three months or less, and
bank overdrafts. Bank overdrafts are shown
as borrowings under current liabilities on the
balance sheet.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
2.13 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.

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

2.15Borrowings

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

2.15Borrowings (continued)
Borrowings are classified as current liabilities
unless the Group has an unconditional right to
defer settlement of the liability for at least 12
months after the balance sheet date.

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

The current income tax charge is calculated
on the basis of the tax laws enacted or
substantively enacted at the balance sheet date
in the countries where the Company and the
Company’s subsidiaries operate and generate
taxable income. Management periodically
evaluates positions taken in tax returns with
respect to situations in which applicable tax
regulation is subject to interpretation and
establishes provisions where appropriate on the
basis of amounts expected to be paid to the
tax authorities.
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2 SUMMARY OF SIGNIFICANT 2 EASTHHREEBE @)

ACCOUNTING POLICIES (continued)

2.16 Current and deferred income tax

216 EFRIEFEFTEH

(continued)

Deferred income tax is provided in full, using
the liability method, on temporary differences
arising between the tax bases of assets and
liabilities and their carrying amounts in the
consolidated financial statements. However,
if the deferred income tax 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,
it is not accounted for. Deferred income tax is
determined using tax rates (and laws) that have
been enacted or substantively enacted by the
balance sheet date and are expected to apply
when the related deferred income tax asset is
realised or the deferred income tax liability is
settled.

Deferred income tax assets are recognised
to the extent that it is probable that future
taxable profit will be available against
which the temporary differences can be
utilised. Deferred income tax is provided on
temporary differences arising on investments
in subsidiaries, except 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.
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2 SUMMARY OF SIGNIFICANT 2 ERESTEHEHEE®
ACCOUNTING POLICIES (continued)

2.17 Employee benefits 217 BEEA
(a) Employee leave entitlements (@) EBF R
Employee entitlements to annual leave BEEZFERBERENZ
are recognised when they accrue BREER - Kﬁlﬁ\ﬂﬂgiﬁﬁﬂ
to employees. A provision, where FHREAMBRBEZFERBGEE
appropriate, is made for the estimated BEELEE (WMER) -

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.

EE\ EzvomBLRERTZ®E
R BEERERENRBRZE -

n|||

(b) Pension obligations (b) RIKEET

The Group operates a defined contribution AREBAHEMAEEAREEEE—

Mandatory Provident Fund retirement B4R % 58 I 1 A A8 51 8RB 3%

benefits scheme (the “Pension Scheme”) N2 TERRMEFGRSI M AR RIK
set up pursuant to the Mandatory EBAEEI([EKRETE]) - RIR
Provident Fund Schemes Ordinance, eI HRIEEEEAF e X
for all of its employees in Hong Kong. BEDLETE - WHREEEAKE
Contributions are made based on a iﬂiﬁﬂg)ﬁffiﬁ fH SRR 7E U 2 2= 40
percentage of the employees’ basic Br o BNRFIEICEERASEZ
salaries and are charged to the income EEPASE THBLEEXR
statement as they become payable in TIRE - AEBEZEFH-REM
accordance with the rules of the Pension BARGEELHAEREEEE
Scheme. The assets of the Pension = \E$%l{’ﬁﬂj2ﬁ£§ﬁéﬂ,\
Scheme are held separately from o BRBRRE B 2RANEE

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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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
2.17 Employee benefits (continued) 217 BEEF (&)

(b) Pension obligations (continued) b) RIKTEML(E)

2 EARSHTHERBE @

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 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 income statement as incurred.
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2 SUMMARY OF SIGNIFICANT 2 EASTHHREEBE @)
ACCOUNTING POLICIES (continued)

2.17 Employee benefits (continued) 217 BEEF (&)
(c) Share-based compensation (c) BEHzZ
The Group operates equity-settled, share- REBERBURKNEE I AR
based compensation plans. The fair S ZEEEE o BiiE B FTiE it
value of the employee services received ARSI 2 B 2 NP EHER
in exchange for the grant of the options BRAY  BEBHAXHEAERE
is recognised as an expense. The total FItEBEREZ ATFEEE - T
amount to be expensed over the vesting BIEEAETSME R B GG (5
period is determined by reference to the wnE N Be ) R ERRIERIER) AR
fair value of the options granted, excluding EEVE RNEEEH BEER
the impact of any non-market vesting FITEERR] FPITEEIRESE 2
conditions (for example, profitability and o MEBITEAGET - BRI
sales growth targets). At each balance mREREHETE(WE) L5k
sheet date, the entity revises its estimates BT EEEAEYESELEER
of the number of options that are expected K oo

to become exercisable. It recognises the
impact of the revision of original estimates,
if any, in the income statement, and a
corresponding adjustment to equity over
the remaining vesting period.

The proceeds received net of any directly EREREETER  BWRAER
attributable transaction costs are credited HBR T BB R 5K AT
to share capital (nominal value) and share AR (EE) M5 EE -

premium when the options are exercised.

(d) Profit sharing and bonus plans (@) wMDZRIEALGZ]
The Group recognises a liability and an REBRREEAE T EREA
expense for bonuses and profit-sharing, KaMo=zmRaElkAx &%
based on a formula that takes into STEHAE R ARNRD R EEMN
consideration the profit attributable to A WERETHAE - EHIRE
the Company’s shareholders after certain AEEHBTEFSIBEETRT
adjustments. The Group recognises a B - KB BIHEREAE -

provision where contractually obliged or
where there is a past practice that has
created a constructive obligation.

108 HI SUN TECHNOLOGY (CHINA) LIMITED ANNUAL REPORT 2010



2 SUMMARY OF SIGNIFICANT 2 EASTHHREEBE @)
ACCOUNTING POLICIES (continued)

2.18 Provisions 2.18 #15

Provisions are recognised when the Group has
a present legal or constructive obligation as a
result of past events; it is more likely than not
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.

2.19 Revenue recognition

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

(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 is reasonably assured.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.19 Revenue recognition (continued)

(b)

(c)

(@)

Sales of services

Services are provided on a transaction
basis or as a fixed-price contract, with
contract terms generally ranging from less
than one year to two years.

Revenue from transaction contracts is
recognised at the contractual rates as
services are delivered and direct expenses
incurred.

Revenue from fixed-price contracts is
recognised using the stage of completion
method, measured by reference to the
agreed milestones of work performed and
is shown after eliminating sales within the
Group.

If circumstances arise that may change
the original estimates of revenues, costs
or extent of progress toward completion,
estimates are revised. These revisions
may result in increases or decreases in
estimated revenues or costs and are
reflected in the income statement in the
period in which the circumstances that
give rise to the revision become known by
management.

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

Lease income — operating lease

Lease income under operating lease is
recognised over the term of the lease on a
straight line basis.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.20 Leases (as the lessee for operating leases)

2 EARSHTHERBE @

2.20 A (RERANZEBEAN)

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 expensed in the income statement on a
straightline basis over the period of the lease.

2.21 Government grants

Grants from the government for high-tech
companies are recognised in “other income” in
the consolidated income statements 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.

Government grants relating to the purchase of
property, plant and equipment are deducted
from the carrying amount of the asset. The
grant is recognised as income over the life
of a depreciable asset by way of a reduced
depreciation charge.

2.22 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.
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2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
2.23 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.

3 FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors

The activities of the Group exposed it to a
variety of financial risks: market risk (including
currency risk, fair value interest rate risk, cash
flow interest rate risk and price risk), credit risk
and liquidity risk. The overall risk management
programme of the Group focused on the
unpredictability of financial markets and sought
to minimise potential adverse effects on the
financial performance of the Group.

Risk management was carried out by the
Directors. The Directors identified and
evaluated financial risks in close co-operation
with the operating units of the Group.

(i) Market risk
(a) Foreign exchange risk

The Group’s foreign currency
transactions are mainly denominated
in Renminbi (“RMB”), HKD and US
dollar (“USD”). The majority of assets
and liabilities are denominated in
RMB, HKD and USD, and there are
no significant assets and liabilities
denominated in other currencies.
The Group is subject to foreign
exchange rate risk arising from
future commercial transactions and
recognised assets and liabilities
which are denominated in a currency
other than HKD or RMB, which are
the functional currencies of the major
operating companies within the
Group. The Group currently does not
hedge its foreign currency exposure.
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3 FINANCIAL RISK MANAGEMENT

(continued)

3.1 Financial risk factors (continued)
(i) Market risk (continued)
(a) Foreign exchange risk (continued)

As HKD is pegged to USD,
management believes that the
exchange rate risk for translations
between HKD and USD do not have
material impact to the Group. The
exchange rate of RMB to HKD is
subject to the rules and regulations
of foreign exchange control
promulgated by the PRC government.
The Group manages its foreign
currency risk by closely monitoring
the movement of the foreign currency
rates.

For companies with HKD as their
functional currency

At 31 December 2010, if RMB
had weakened/strengthened by
5% against the HKD with all other
variables held constant, pre-tax
loss from continuing operations
for the year would have been
approximately HK$1,522,000 higher/
lower (2009: HK$53,810 pre-tax
profit from continuing operations
for the year higher/lower), mainly
as a result of the foreign exchange
difference on translation of RMB
denominated current account with
group companies which have foreign
currency other than HKD.
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3 FINANCIAL RISK MANAGEMENT

(continued)

3.1 Financial risk factors (continued)
(i) Market risk (continued)
(a) Foreign exchange risk (continued)

For companies with RMB as their
functional currency

At 31 December 2010, if HKD
had weakened/strengthened by
5% against the RMB with all other
variables held constant, pre-tax loss
from continuing operations for the
year would have been approximately
HK$1,954,000 higher/lower (2009:
HK$757,000 pre-tax profit from
continuing operations for the year
higher/lower, mainly as a result of
the foreign exchange difference on
translation of HKD denominated cash
and bank, trade receivables, loan
as well as the current account with
related parties.

At 31 December 2010, if USD
had weakened/strengthened by
5% against the RMB with all other
variables held constant, pre-tax loss
from continuing operations for the
year would have been approximately
HK$596,000 higher/lower (2009:
HK$654,000 pre-tax profit from
continuing operations for the year
higher/lower), mainly as a result of
the foreign exchange difference on
translation of USD denominated
cash and bank and trade and other
receivables as well as the current
account with related parties.
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3 FINANCIAL RISK MANAGEMENT

(continued)

3.1 Financial risk factors (continued)
(i) Market risk (continued)
(b) Price risk

(c)

The Group is exposed to equity
securities price risk because the
Group has publicly traded equity
investments classified as financial
assets at fair value through profit
or loss. To manage its price risk
arising from investments in equity
securities, the investment portfolio is
continuously reviewed and carefully
monitored in accordance with the
limits set by the executive Directors.

Cash flow and fair value interest rate
risk

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

At 31 December 2010, if interest
rates on all interest-bearing cash and
cash equivalents had been 100 basis
points higher/lower with all other
variables held constant, post-tax
profit for the year of the Group would
have been HK$12,816,000 higher/
lower (2009: HK$11,400,000) due
to interest income earned on market
interest rate.

As at 31 December 2010, the
Group’s borrowings are all issued
at fixed rates which expose the
Group to fair value interest rate risk.
Management considers the fair value
exposure of the fixed rate borrowings
is insignificant to the Group.
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3 FINANCIAL RISK MANAGEMENT 3
(continued)
3.1 Financial risk factors (continued) 3.1
(i) Market risk (continued)

BEERERE 5

BEEREE(E)
(i) TEEE(E)

(c) Cash flow and fair value interest rate
risk (continued)
At 31 December 2010, if interest
rates on all interest-bearing cash
and cash equivalents had been 100
basis points higher/lower with all
other variables held constant, post-
tax loss of the Company for the
year of the Group would have been
HK$4,984,000 lower/higher (2009:
HK$5,408,000) due to interest
income earned on market interest
rate.

(ii) Credit risk

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

The carrying amounts of trade and other
receivables, restricted cash, short-term
bank deposits, cash and cash equivalents
represent the Group’s maximum exposure
to credit risk in relation to financial assets.

To manage this risk, deposits 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 credit-worthy
customers with an appropriate financial
strength, credit history and appropriate
percentage of down payments. It also has
other monitoring procedures to ensure that
follow-up action is taken to recover overdue
debts. In addition, the Group reviews
regularly the authorisation of credit limits
to individual customers and recoverable
amount of each individual trade receivables
to ensure that adequate impairment losses
are made for irrecoverable amounts.
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3 FINANCIAL RISK MANAGEMENT

(continued)

3.1 Financial risk factors (continued)

(ii)

(iii)

Credit risk (continued)

The Group has concentration of credit
risk. Sales of goods and services to the
top five customers constituted 51% of the
Group’s turnover for the year ended 31
December 2010 (2009: 54 %).

Liquidity risk

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

Surplus cash held by the operating
entities over and above 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 2010, the Group
maintained cash at bank and on
hand of HK$1,281,616,000 (2009:
HK$1,139,974,000) that is expected to be
readily available to meet the cash outflows
of its financial liabilities.
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3 FINANCIAL RISK MANAGEMENT 3 MBEREEw

(continued)

3.1 Financial risk factors (continued) 3.1 MERBEZ(E)
(iii) Liquidity risk (continued) (iii) HEBEZEE (E)

The table below analyses the Company's
and the Group’s non-derivative financial
liabilities into relevant maturity grouping
based on the remaining period at the
balance sheet date to the contractual
maturity date. The amounts disclosed in
the table are the contractual undiscounted
cash flows. Balances due within 12
months equal their carrying balances, as
the impact of discounting is not significant.

TREBEEERTHEZAH
AMEND - BARB RALE
BEETEMBRES SEEE
HBEAR ZRFABEBENSES
BHARBBRBESR - BNITRD
FEIK BN+ @A RN
R EREZ N EL AR E S R

Less than
1 year Total
PR—F st
HK$’000 HK$’000
FHET FHET
Group KEH
At 31 December 2010 R-E-ZEF+=-H=+—H
Borrowings CE 22,490 22,490
Trade and other payables FET BR X e E A0 FE A5 1B 455,520 455,520
Total st 478,010 478,010
At 31 December 2009 R-ZFEZEANF+=-A=+—H
Trade and other payables & BR X e EL A0 P A5 1B 363,402 363,402
Company ¥ N
At 31 December 2010 R-ZEBE-ZEF+=-H=+—H
Other payables and accruals E b & U 3k 18 K FE 51 5008 25,655 25,655
At 31 December 2009 R-ZFEZEAF+=-A=+—H
Other payables and accruals  E fth fE Ug FRI8 K fE 5T 5018 11,557 11,557
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3 FINANCIAL RISK MANAGEMENT 3

(continued)

BEERERE 5

EXmEER

3.2 Capital risk management 3.2

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.

The gearing ratios as at 31 December 2010
and 2009 were as follows:

AEEEREEANBENRREARE
MBURBKZEDARERMA AR
{13 8 DA B 7% EL At ) 25 4R BB B 5 2K A
m WHBFREERAGEBARDE

RERFNHEENERE  KEE A H
ERABRRIMBRENEHE  ARRER
B ~ BITH A 8 & B E AR

BT -

AREBREEABELREZEN -
BARBELRTVREEARR AR
MRERTH -

R-F-—FER-FENFT A
=t+-B2AKAELENT

As at 31 December

R+=—A=+—H
2010 2009
—E-FF —TENF
HK$’000 HK$’000
FET FET
Total borrowings e RE 22,490 -
Total equity BRE 3,167,806 1,915,776
Gearing ratio (%) EmBELE(BNt) 0.7 -

EENE(PR)ARQFE —2-—ZFFRK
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3 FINANCIAL RISK MANAGEMENT

(continued)

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

e 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).
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3 FINANCIAL RISK MANAGEMENT 3 HREREE@

(continued)

3.3 Fair value estimation (continued) 3.3 AFEME
The following table presents the Group’s THREIWRAEEBR_-_Z—ZFF+A
assets that were measured at fair value at 31 =+—HEAFEFENEE -

December 2010.

Level1 Level2 Level3 Total
B/ B E=ERH et
HK$’000 HK$’000 HK$’000 HK$’000
FHET FET FHET FHET

Assets 5=
Financial assets at fair value & A F{EzH A F 5k
through profit or loss ElEcemEE
— Trading securities —BHEE 568 - - 568
— Collective investment — S5 EEEETE
scheme - - 12,330 12,330

Available-for-sale financial At ESRMEE

assets
— Equity securities —ERE S - — 23,500 23,500
Total &5t 568 - 35830 36,398
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3 FINANCIAL RISK MANAGEMENT 3
(continued)
3.3 Fair value estimation (continued) 3.3 AFEMF(E)
The following table presents the Group’s TREIWAEEBNR ZZZNF+ A
assets that were measured at fair value at 31 = T—HERAVEIFENEE -
December 2009.

BEERERE 5

Level 1 Level 2 Level 3 Total
F—R FE-H EF=R BEt

HK$'000 HK$'000 HK$'000 HK$000
TR  FTAT  TAT TAT

Assets EE
Financial assets at fair value &2 2Q F{E&H A% sk

through profit or loss BREZEMEE
— Trading securities —B5BEE 480 - - 480
Available-for-sale financial ~ At HE S REE

assets
— Equity securities —EnREHF - - 23,400 23,400
Total =i 480 - 23,400 23,880

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

(continued)
3.3 Fair value estimation (continued)

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 technigues. These valuation
techniques maximise the use of observable
market data where it is available and rely as
little as possible on entity specific estimates.
If all significant inputs required to fair value an
instrument are observable, the instrument is
included in level 2.

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

Specific valuation techniques used to value
financial instruments include:

° Quoted market prices or dealer quotes for
similar instruments.

e The fair value of interest rate swaps is
calculated as the present value of the
estimated future cash flows based on
observable yield curves.

e  The fair value of forward foreign exchange
contracts is determined using forward
exchange rates at the balance sheet date,
with the resulting value discounted back to
present value.

e  Other techniques, such as discounted
cash flow analysis and bank valuations
are used to determine fair value for the
remaining financial instruments.
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3 FINANCIAL RISK MANAGEMENT 3 MBEREEw

(continued) _

3.3 Fair value estimation (continued) 3.3 DFEME ()
There were no significant transfers of financial EW CBEAFESEORR 2/
assets between the fair value hierarchy BEZEREHE -
classifications during the year.
The following table presents the changes in TEREIWNHEZT—ZFTFR_ZFTTN
level 3 financial instruments for the years ended i—'——ﬁ =t- E' EFERE=RER
31 December 2010 and 2009: TRZEE) :

Financial

assets at fair

value through

Available-for-sale  profit or loss
financial asset ~ BRAFEFTA

AHHE A E R Total
SRMEE ZERMEE @t
HK$’'000 HK$’000 HK$’'000
FEL FEL FEL
As at 1 January 2009 R_TZNF-A—H - - -
Addition NE 23,400 - 23,400
As at 31 December 2009 R-_ZEENF+-_A=+—H 23,400 - 283,400
As at 1 January 2010 RZE—ZTF—H—H 23,400 - 23,400
Addition NE - 12,210 12,210
Fair value gain on revaluation PiE R R B
recognised in income statement A FEUZE - 120 120
Fair value gain on revaluation E’\‘Eﬁﬁfﬁﬁﬁﬁ RZER
recognised in other reserves NEERE 100 - 100
As at 31 December 2010 R_Z-TF+_A=1+—H 23,500 12,330 35,830
4 CRITICAL ACCOUNTING 4 BEREEH AR A
ESTIMATES AND JUDGEMENTS
Estimates and judgements used in preparing the AR RETRE M mE 2 et RHE - ThE
consolidated financial statements are evaluated and KRBT Z‘“?&ﬁﬁﬂ% - BEEHRET
based on historical experience and other factors, EHABATHEAEBELBE Z2EHMIEL -
including expectations of future events that are Kﬁlfﬁﬁﬁfﬁﬁixzfﬁﬁr&ﬁj“ birdlidys)
believed to be reasonable under the circumstances. CFTERERHEETE LV EER  BERER
The Group makes estimates and assumptions *EH o N FTtEYfEET R %E/ET%TT—
concerning the future. The resulting accounting By BFEEERBEZRAEEKNERY
estimates will, by definition, seldom equal the related 2.

actual results. The estimates and assumptions
that may have a significant effect on the carrying
amounts of assets and liabilities within the next
financial year are discussed below.
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4 CRITICAL ACCOUNTING
ESTIMATES AND JUDGEMENTS

(continued)

(a)

(b)

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

Deferred tax assets relating to certain
temporary differences and tax losses are
recognised when management considers
to be 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.

Contract revenue recognition

According to the accounting policies of fixed-
price contracts as stated in note 2.19, the
Group uses the “percentage of completion
method” to determine the appropriate
revenues, costs and work-in-progress (“WIP”)
to be recognised in a given period. The stage
of completion is measured by reference to
the service performed and accepted by the
customers up to the balance sheet date as a
percentage of total services to be performed.

Upon applying the percentage of completion
method, the Group needs to estimate the
gross profit margin of each contract, which
is determined based on the estimated total
contract costs and total contract sum. If the
actual gross profit margin of each contract
differs from the management’s estimates,
the contract cost and WIP to be recognised
within the next year will need to be adjusted
accordingly.

4

BASRE EH{h 5T R H i (=)

(a)

(b)

FRi8 B RARE B X
HFFEHETRER FTEEFLER
ZHE HEERERBBIET  FFEX
HRFAEZRREERTEEN - &
RRZBHAEREZVCHESBE TR
B FHEEZERTEECTHHE MG
TR M ST A R B 4 o

EEEERSKRRA LG RERD
MBEABEETREERKAEANRE
BEE AESETERMEEZRRBK
EBRZERERAEETIARER - B
A2 ERATETR o

BEWKARER
RIZEEBRE R 2S5 BEK (M
219%R) - NEERA XA D
& EEAERERERE A ERER N EE W
ABAREZIR(TEZIRZ] -
TRERS2EBEGEERLCETY
BEPEM IR  hRETIRE AR
BMIBDLEE -

EERATIAEDIWER  AEEFR
B BARZENE - KRG AR
BRAMERBEEBERE - HES
BRZEREMNXEETERE 2ET
Rl T—FEERZERKANER
TREETERFLERERE

EENE(PR)ARQFE —2-—ZFFRK

125



4 CRITICAL ACCOUNTING
ESTIMATES AND JUDGEMENTS

(continued)

(b) Contract revenue recognition (continued)
In addition, the directors of the Company are of
the opinion that, except for the provision made,
there were no expected losses, where the
estimated total contract costs exceed the total
estimated contract revenue, and needed to be
recognised in the income statement.

(c) Impairment of receivables
The Directors determine the provision for
impairment of trade and other receivables
based on the credit history of its customers
and the current market condition. The Directors
reassess the provision at each balance sheet
date.

(d) Estimated impairment of goodwill

The Group tests annually for impairment of
goodwill in accordance with accounting policy
as stated in note 2.7(a). The recoverable
amounts of cash-generating units have been
determined based on the higher of the fair value
less costs to sell and value in use calculation of
the underlying assets.

5 TURNOVER, OTHER INCOME,
OTHER GAINS, NET

()  Subsequent to the Spin-off on 20 December
2010, the Group focuses its activities on the
sales of electronic power meters and solutions,
provision of telecommunication solutions and
operation value-added services, provision
of financial solutions, services and related
products and provision of payment solutions
and services. For the presentation of the
consolidated financial statements for the years
end 31 December 2010 and 2009, the EFT-
POS terminal solutions business was regarded
as “discontinued operation” (Note 38).
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5 TURNOVER, OTHER INCOME,
OTHER GAlNS, NET (continued)

(i)  Turnover, other income and other gains, net
recognised during the year are as follows:

LEF - HtbW AR HEfkz=

\“lgﬁ(zt

(i) NEANDHERIERE EHBAR
Hp WS eam T -

For the year ended
31 December

BEt-A=+—HLFE

2010 2009
—E-ZF “ETNF
HK$’000 HK$’'000
FERT FET
(Restated)
(&%)
Continuing operations ﬁ%@‘%%iﬁ
Turnover et
Sales of electronic power meters HEBHAEERMEATR
and solutions 370,439 253,586
Provision of telecommunication RESHBRARR
solutions and operation BEIRERSE
value-added services 349,569 359,646
Provision of financial solutions, RESHRABRAAR
services and related products AR 7% M AR B E 141,542 148,968
Provision of payment solutions BT AERAERRB
and services 39,971 22,452
____________________________________________________________________________________________ 901,521 784,652
Other income HAUgA
Interest income FIEWA 9,973 7,327
Value added tax refund (Note) RBRER (M) 1,059 13,897
Subsidy income EELT PN 3,640 1,537
Rental income HekA 1,003 924
Others HAh, 1,282 1,954
18957 25,639
Other gains, net HAth Y s #58
Gain on disposal of financial assets HERATHER ARMERE
at fair value through profit or loss JERMEBEE I WE 6,328 978
Dividend income on financial assets BATET AR
at fair value through profit or loss BEZERMEEREKRA 376 53
Fair value gain/(loss) on financial assets at R AFEF AEFISEEZ &7
fair value through profit or loss BEANTFENRE(EBE) 209 (39)
_______________________________________________________________________________________________ 6913 .. 992
Turnover, other income and other gains, ~ REFELEEHEEE -
net from continuing operations H Ao A R B Y 23 5 58 925,391 811,283

EENE(PR)ARQFE —2-—ZFFRK
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5 TURNOVER, OTHER INCOME, 5 ZXX HtlwkARHEMUWE
OTHER GAINS, NET (continued) HEE(E)

For the year ended
31 December

BE+=-A=+—HILEE

2010 2009
—E-BF —TTNF
HK$’000 HK$’'000
FHET FET
(Restated)
(E7%1)
Discontinued operation BARIEREEL
Turnover ]
Provision of EFT-POS RHEF M (EFT-POS)
terminal solutions KR AR R T 2R 687,458 492,942
Other income HAb U A
Interest income FL B A 927 271
Value added tax refund (Note) RBRE (HEE) 16,295 6,424
Subsidy income =N - 386
Others HAth 795 3,398
_____________________________________________________________________________________________ 18,017 10479
Turnover and other income REDKRIESEERLE
from discontinued operation EEBNRHEMIA 705,475 503,421
Note: B5E
The amount represents the Group’s entitlement to value added tax ZEeBEAEBERTEEEFRERHEMARE
refund in relation to sales of self-developed software products in the EERAER -
PRC.
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SEGMENT INFORMATION

Management has determined the operating
segments based on the internal reports reviewed
by the Board of Directors that are used to make
strategic decisions.

The Board of Directors considers the business from
a product perspective.

The Group is organised into four main operating
segments for continuing operations in these internal
reports:

Continuing operations:

(@) Electronic power meters and solutions —
manufacturing and sales of electronic power
meters, data collection terminals and provision
of information system consultancy services;

(b) Telecommunication solutions and operation
value-added services — provision of
telecommunication platform operation services;

(c) Financial solutions, services and related
products — provision of information system
consultancy and integration services and sales
of information technology products to financial
institutions and banks; and

(d) Payment solutions and services — provision of
mobile payment solutions and services.

Discontinued operation:

EFT-POS terminal solutions — development and
sale of EFT-POS products and provision of related
services.

EEEREESTSEMUAELR
PBREMETESB DL -

BEREZA

EEENEMAEEER -

AEBNHBRKLEER  BARHRED BT
KE

FREEEYK

(@) BEREAEEMMBEARATR-EHERE

AFEEM  BURWERm MEHRER
R RS

(o) B|ABERTREREBLILERSE — 1214
B FEELRY

) TRMERFE  RHFENMBBER -
Eﬁ’%&%%&ﬁﬁ%ﬂ%fﬁﬁaﬂ??ﬁ K
SRR AHE B AR R EmR |

(d) XERT LRSS —REHB B
IR DT B N A

DRIEEE K

BF M ([EFT-POS)) iR up g k5 % —
FA 3% K 4 EEFT-POSE M@ It IR 4L AE A AR 75 -

EENE(PR)ARQFE —2-—ZFFRK

129



Notes to the Consolidated Finane

N S e

6 SEGMENT INFORMATION (continued)

An analysis of the Group’s revenues and results for
the year by operating segment is as follows:

6 DEER®
REEREEHE MARLEAHOT -

Discontinued
Continuing operations operation
EEERR BRLEEER
Telecom-
munication  Financial
solutions and  solutions, Electronic
operation  services  Payment power
value-added and related  solutions meters and EFT-POS
services  products and  solutions terminal
ENER  SRER  sevics  EHHE solutions Total
FEREE  RRBE XAER ERRk  Others Totad  EFEH Group
BERE REBER HERER  BARR it gt KRBARR  REEH
HK$'000  HK$000  HK$'000  HK$000  HK$000  HK$'000  HK$'000  HK$'000
T TEn T T TEn T T TiEn
Yearended 31 December 2010 ~ EZ=%-%%
TZRZt-ALFE
Segment tumover NEERE 349,569 186,402 3997 370,439 - 946,381 687,458 1,633,839
Inter-segment tumover AERERE - (44860 - - - (4860 - (4800
Towerinerdosonss  RENHEFIERE  ses  wise  wO goAw - 00 g 1o
Segmental EBITDA HEEBITDA 70,897 18,353 (12,554 (119,204) (18814 (116,322 159,046 42724
Depreciation i (1073 (17,5560) (1,912) (8,374) @7 (38,99 (2496  (41491)
Amortisation £ - - (6,262) (6,856) - (13,138 9] (18,143
Seqmental operating profit/loss)  HEEEEH/(ElR) 60,165 793 (80748 (134434 (14281)  (168455) 156545 (11910)
Gain on disposal of subsidiaries  HEMBAR NG - 966028 966,028
Unallocated other income RAREMMA 10,256 - 10,256
Unallocated corporate expenses ~ AAFLERR (67,458) - (BT 4m)
Share of proft of an EiE—BRE LR 6,860 - 6,860
associated company
Finance costs BERK (473) - (473
(Loss)/proft before income tax IReTETA (B8) /A (19270 1122573 903,303
Income tax credit/lexpense) fiEhEs/ (F) 174 6007 (24,355
(Loss)/profi or the year EM(ER)/EH 17528)  1,096476 878048
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onsolidated Financial Statements

RE M REME

6 SEGMENT INFORMATION (continued) 6 DEERmW

Discontinued
Continuing operations Operation
BRIEEE BEEEEH
Telecom-
munication Financial
solutions and ~ solutions, Electronic
operation services  Payment power
valug-added  andrelated  solutions  meters and EFT-POS
services  products and  solutions terminal
EEE SEER  senices  EHGE solutions Total

FRREE  FEBRE AER ERR Others Totl BT Group
BERE RAEER  SRRBE  BR -8 B mEBRAR SEG
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

T Tan Tin T Tin Tin T T

Year ended 31 December 2000  HZ-EZAE

TZAZT-ALEE
Segment tumover PEELE 350,646 186,032 2450 053586 - RITI6 492,042 1,314,658
Inter-segment tumover EHEEE - [Broe4) - - - (31084 - [31064)
Tumover from external customers ~ REJVBEFCERE 360646 148968 2452 203586 - 184652 49294 127754
Segmental EBITDA PEEBITDA 148,071 805 (459700 25033 (668 149871 102435 252306
Depreciation g (10863 (15952 R41)  (11,256) - (38312 (1918)  (£0.230)
Amortisation 4 - - - (7,100 - (7,100 B (7,105)
Segmental operating profitloss)  HEELER/(BE) 137,408 7253 (46.211) 6,677 (668 104459 100512 204971
Unallocated other income AAREMEA 9,806 - 2,806
Unallocated corporate expenses K ARLERT (63,547) - (63547)
Finance costs MERK (35) (429) (464)
Profit before income tax WRATE AR 43683 100,083 143,766
Income tax expense HERRY (13311) (15532 (28,849
Profit for the year EREH 30372 84551 114923
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6 SEGMENT INFORMATION (continued)

The segment assets and liabilities at 31 December
2010 and additions to non-current assets for the
year ended 31 December 2010 are as follows:

6 2EER®@E
R-EBE—ZTE+-_A=+—802%H
BEHRHZE

BEER
—F-TE+-B=t-ALt%E
EZHRBEAEOFEMT :

Discontinued
Continuing operations operation
i B g BRLEEER
Telecom-
munication ~ Financial
solutionsand  solutions, Electronic
operation services Payment power
value-added  andrelated  solutions  meters and EFT-POS
services products and  solutions terminal
ERgE  SRER  senvices  EditE solutions Total
HRREE  ARBE X6ER ERR Others  Subtotal  Unallocated Totd  EFft Group
BERE REBER  PERRE  BWR Ef it AR at ARERPE SEER
HKS'000 HKS$'000 HKS'000 HKS$'000 HKS'000 HKS$'000 HKS'000 HKS$'000 HKS'000 HK$ 000

T T T TEr Tirn Tir TEL T T TR

132

Asatdf December ~ R=E-3f

2010 tZf=1-A
Segment assets AEER 439,678 149,506 226,348 694,884 1620 1522088 213036 3657369 - 3667369
Seqment abies HBSE T2 Tt I SR N0 R 7 ) )
Year ended BE-%-3f

31 December 2010 TIAZT-ALER
Adaitons to non-cument $EFHEENTE

assets [excluding (TERSR:

long-ter deposs, El-BRELT

erestinanassociated  ZEERALHE

company and $BEE)

avalable-for-sale

financial assets) 16,669 5,605 163,177 15,407 4201 204,109 3,389 207,49 4554 212,092
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6 SEGMENT INFORMATION (continued) 6 ’ﬁﬁﬁ*ﬂ(ﬁ%)

The segment assets and liabilities at 31 December R-IEENF+_A=1t—"HzZ2EEEN
2009 and additions to non-current assets for the BEEBE-TSTNFTA=1T—HLHF
year ended 31 December 2009 are as follows: BZIERBEEMNAEBENT !
Discontinued
Continuing operations Operation
i BALEEEH
Telecom-
munication Financial
solutions and solutions, Electronic
operation senvices Payment power
Valug-added  and related solutions ~ meters and EFT-POS
S6vices products and solutions terminal
EHER SRER s BHiE solutons Tota

hEREE  FEBE XAER ERR Oters  Subtotdl  Unallocated Tt ETRA Group
BERE  REEER  AERRE  BUE L) D4t FAR g Wagrg SRS
HKS$000 HKS$000 HK$'000 HK$000 HKS$ 000 HK$ 000 HK$'000 HK$ 000 HK$'000 HK$'000
Tén T Tin Tén T Tin Tén Tin Tin Tin

Asat 31 December 2009 W-EENE

tzA=1-A
Segment assets REEE 494,383 153929 33,646 458,404 9874 1,150,236 602,387 1,752,623 565,707 2,318,330
Segment liabiltes NEER (72193 (39,478) (6,015) (104,826) (222,512) (51,808) (274.320) (128,234) (402,554)

Vear ended 31 December EE-EENE
2009 TZAZT-BIEER
Additions to non-curent  FEEHEE
assets [evcluding HAE(TeE
avallble-for-sale Pl

financial assets) gz 9,19 3,726 2319 1471 - 16,709 4 16,750 2842 19592
Additions to non-current assets comprises additions FERMBEENARECTELME - BE KK

to property, plant and equipment and intangible LB EENARE  BESBEBSOHET
assets including additions resulting from acquisition WHIEEENARE °

through business combinations.
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SEGMENT INFORMATION (continued)

The amounts provided to the Board of Directors
with respect to total assets and total liabilities are
measured in a manner consistent with that of the
financial statements. These assets and liabilities are
allocated based on the operations of the segment.

Sales between segments are carried out at arm’s
length. The revenue from external parties reported
to the Board of Directors is measured in a manner
consistent with that in the income statement.

The Group is principally domiciled in Hong Kong
and Mainland China. The Group’s turnover by
geographical location, which is determined by the
location in which the turnover are generated from, is
as follows:

6

D EER &)
MESEREEAERS A EREY S ERA
PR E — M TAH B - REEAEREA
BRSO BROEBTAHR -

DM HERATRREST - NEESIE
RESNDES 2N FR R R — B
e

R B R EAREE o AEE
R SRR R A 2 SRR
m -

Year ended 31 December

BE+T-A=1T—HLEE

2010 2009
—E-2F —EENF
HK$°000 HK$’000
THET FET
(Restated)
(&%)
Continuing operations HEREER

Mainland China ey N7 881,860 768,419
Hong Kong BE 19,661 16,233
901,521 784,652

Discontinued operation ERIEREEK
Mainland China B K B 529,688 405,402
Hong Kong BE 154,461 86,033
us EH 3,309 1,507
687,458 492,942
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6 SEGMENT INFORMATION (continued) 6 DEERmW

The Group’s non-current assets (excluding long- NEBILZZEEMTEH Z2IERBEE (TB
term deposits, interest in an associated company RERELS  Bh—EBREQARZER R
and available-for-sale financial assets) by HEESREE)IREEFT )T -

geographical location, which is determined by the
geographical location in which the asset is located,

is as follows:
As at 31 December
R+=-ZBA=+—H
2010 2009
—E-ZF —EENF
HK$’000 HK$’000
FET FET
Mainland China B K B 407,105 283,489
Hong Kong A 3,487 848
us 35 - 1,295
410,592 285,632

EENE (DR ERAR —B2—BFFH 135
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EXPENSES BY NATURE

7

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

follows:

UMEED 2%

RIFERAN - SHERS RITBER AZH

X oW

2010 2009
—E-2F —TTAF
HK$’000 HK$’000
FET FHEIT
(Restated)
(&%)
Auditor’s remuneration ZERN N & 2,659 2,233
Depreciation of property, Y BEREEBITE
plant and equipment 39,736 38,645
Depreciation of investment REMFEITE
properties 108 108
Amortisation of leasehold land & A Hb B 8 1,073 1,089
Amortisation of intangible m A EE
assets 12,825 6,771
Employee benefit expense EB RN
(including Directors’ (BIEESWE) (H7E9)
emoluments) (Note 9) 287,574 213,427
Costs of inventories sold EHRFERA (HiF22)
(Note 22) 371,636 221,823
Operating lease rentals in T REFEXHERE
respect of land and buildings 26,676 21,054
Operating lease rentals in R EEHERS
respect of equipment 13,200 13,058
Research and development costs 5T K FBE A AR 111,432 50,679
(Gain)/loss on disposal of property, HEWE - BERRBHEES
plant and equipment and T (Weas) BB
leasehold land (5,073) 102
Provision for impairment of FEUS BR OB B B 1
trade receivables 9,360 267
Write-back of provision for impairment & Y BR 2 R0 (B 5 &5 7 [B]
of trade receivables (1,277) (3,330)
Provision for inventories FERE 523 4,539
Impairment of goodwill (Note 18) PEERE (AL 18) 29,593 -
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8 NET FOREIGN EXCHANGE GAIN/ 8 MNEFWE FE

LOSS

The net foreign exchange gain recognised in the REZ_E-—ZF+_A=1+—"HIEFER
consolidated income statement and included in fRE W TR P IR B AT ATTIER 2 A9 SN T
administrative expenses for the year ended 31 Wz 3#5,004,0008 T (ZFEZNF : 5p
December 2010 amounted to HK$5,004,000 (2009: i /8598 883,000 % 7L ) ©

exchange loss of HK$883,000).

9 EMPLOYEE BENEFIT EXPENSE 9 EERAHX(BRESHE)
(INCLUDING DIRECTORS’
EMOLUMENTS)
2010 2009
—E-FF —EENF
HK$’000 HK$’000
FET FET
(Restated)
(&)
Wages and salaries IERF= 251,658 187,282
Pension costs and social RIS K&
security costs HERER A 35,916 26,145
287,574 213,427
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9 EMPLOYEE BENEFIT EXPENSE 9 EERAMAX(BERESEM=)

(INCLUDING DIRECTORS’ (#8)
EMOLUM ENTS) (continued)
Notes: Miat -
(a) Directors’ emoluments (a) E=M<
There was no arrangement under which a Director waived or FRWESEWNENRBHETMAMNES LT (=
agreed to waive any emolument during the year (2009: Nil). TETNF ) o
The Directors’ emoluments for the year are equivalent to key FRESFHeHERTEEEENME -#HEZ
management compensation. The remuneration of every Director T—TFFZA=+—HLFE  SEESFHH
for the year ended 31 December 2010, is set out below: ST
Employer’s
contribution
to pension
Discretionary scheme
Fees Salary bonus EEXZEKE Total
wue e BETEA FT AR aH
HK$°000 HK$°000 HK$’000 HK$°000 HK$°000
Name of Director SR FHET THET FHET THET FHET
Executive Directors BITES
Cheung Yuk Fung REIE 360 - - 12 372
Kui Man Chun REHF - 1,680 2,000 12 3,692
Xu Wensheng X HE - 1,163 1,400 12 2,575
Li Wenijin ENE - 1,080 1,250 12 2,342
Xu Chung Jun %RET - 842 950 12 1,804
e iiilll....860 . 4,765 . _..5600 __________ 60 __.___10,785
Non-Executive Directors F#{TESE
Yang Lei, Raymond A 120 - - - 120
Chang Kai-Tzung, Richard 3Ri&Z 120 - - - 120
L2840 . T o . —o........240
Independent Non- BAFHTES
Executive Directors
Tam Chun Fai EIRIE 100 - - - 100
Leung Wai Man, Roger 2ER 100 - - - 100
Xu Sitao HREE 100 - — = 100
e i....8000 . T o . —_........800
900 4,765 5,600 60 11,325
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9 EMPLOYEE BENEFIT EXPENSE 9 EEEFHEX (BREEEMNE)
(INCLUDING DIRECTORS’ (&)
EMOLUMENTS) (continued)
Notes: (Continued) BiaE - (88)
(a) Directors’ emoluments (continued) (a) EEM<e (%)
The Directors’ emoluments for the year are equivalent to FRAEEMEHEERNTESEEOMNS - HE—
key management compensation. The remuneration of every TENF+_A=Z+—HLFE  SREZHH
Director for the year ended 31 December 2009, is set out WM
below:
Employer’s
contribution
to pension
Discretionary scheme
Fees Salary bonus EEZEAKE Total
e e BBIEAL REGEN AH
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
Name of Director 5% FHET FET FHT FHET FHEIT
Executive Directors HITES
Cheung Yuk Fung REIE 360 - - 12 372
Kui Man Chun REF - 1,680 2,100 12 3,792
Xu Wensheng RIE - 1,156 1,500 12 2,668
Li Wenjin EXE - 1,080 1,300 12 2,392
Xu Chung Jun ®REE - 837 1,000 12 1,849
360 4,753 5,900 60 11,073

Non-Executive Directors F#{TES

Yang Lei, Raymond (Note) #5%& (41:%) 11 - - - 11
Chang Kai-Tzung, Richard 3R#3% (#7:2)

(Note) 11 - - - 11
B <SR S . T2
Independent Non- BYFHITES

Executive Directors
Tam Chun Fai R IR IR 90 - - - 90
Leung Wai Man, Roger RER 90 - - - 90
Xu Sitao E*/EE\% 90 - - - 90
S -t A S S . T.......200

652 4,753 5,900 60 11,365
Note: P 5E
Mr. Yang Lei, Raymond and Mr. Chang Kai-Tzung, Richard BREAEEREREZEAER_ETNE+—A
have been appointed as Non-Executive Directors on 26 —+NHEZTAERTES -

November 2009.
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9 EMPLOYEE BENEFIT EXPENSE 9 EEEFMEX (BREEEME)

(INCLUDING DIRECTORS’ (&)

EMOLUMENTS) (continued)

Notes: (Continued) BiaE - (88)

(b) Five highest paid individuals (b) EEEBHAL
The five individuals whose emoluments were the highest in REBAEFEEREZSHFATEHENEZES (=
the Group for the year included four Directors (2009: four). TENE NE) c NEEENB T —Z(ZZEE
The emoluments payable to the remaining one (2009: one) NE: —B) AT ZBEEINNT -

individual during the year are as follows:

2010 2009
—E-BF ZETNF
HK$°000 HK$’000
FHxT FAET
Salaries, allowances and benefits in kind ~ #% - 2B R EYFIZE 1,932 2,667
Pension cost RIRE A
- defined contribution plan — A EHNEE 22 -
1,954 2,667
The emoluments fell within the following band: BT T 5AE R -
Number of individuals
AB
2010 2009
—E-EF ZEZNF
HK$1,000,001 — HK$2,500,000 1,000,001 7% 7T — 2,500,000 78 7T 1 -
HK$2,500,001 — HK$5,000,000 2,500,001 7 7T — 5,000,000 /%8 7T - 1
1 1
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10 FINANCE COSTS 10 BE A
2010 2009
—E-ZF —ZEENF
HK$’000 HK$’000
FET FETT
(Restated)
(E7%))
Interest on bank loans RITERF A 473 35

11 INCOME TAX (CREDIT)/EXPENSE
Hong Kong profits tax has been provided at the
rate of 16.5% (2009: 16.5%) on the estimated
assessable profit for the year. 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

11 % (ER) X

BB FET A AF AN ERBU R AR X
16.5% (ZZEZTNF : 16.5%) 515 - BING
FFRRIBRIAFAGETERRT 2 - ZAEE

BERERRE N 2 HEHE -

operates.

2010 2009
—E-ZF —TTNEF
HK$’000 HK$’000
FET FH&T
(Restated)
(&%)

Current income tax WS
- Hong Kong profits tax —BENER - -
— Overseas taxation —BINRIE 9,855 27,274
Deferred income tax EERTISHE (2,948) (4,015)
Over provision in previous years BEFEBERE (8,649) (9,948)
Income tax (credit)/expense st GR%), Fx (1,742) 13,311

R
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11 INCOME TAX (CREDIT)/EXPENSE 11

(continued)

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

PRt (ER), BIX @)

AR B BR ATIS R AT @ A A9 R T8 EL B AR 3@ A R
RAEEREN M NEFIHEMTENIE®
My Z5mT

2010 2009
—E-EF —TENF
HK$’000 HK$’000
FET FHEIT
(Restated)
(&%)
(Loss)/profit before income tax BRETISELRT (BB), a5 Fl (219,270) 43,683
Tax calculated at ERSERREL (B18)/
domestic tax rates i ) 2 i B A R
applicable to (loss)/profits B 2 MIE
in the respective countries (43,192) 6,530
Effect of changes in tax rates MEESH) 8 - (1,903)
Income not subject to taxation BAERBA (3,575) (1,799)
Expenses not deductible for BRI S N 2 FZ
taxation purposes 9,689 4,043
Unrecognised tax losses KRR IAE 1B 43,985 16,388
Over provision in BEFEBBERE
previous year (8,649) (9,948)
Tax (credit)/charge BB (ER) FHX (1,742) 13,311

The weighted average applicable tax rate was
19.7% (Restated 2009: 14.9%). The change is
caused by a change in the profitability of the
Group’s subsidiaries in the respective countries.
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12 LOSS ATTRIBUTABLE TO THE
EQUITY HOLDERS OF THE
COMPANY

The loss attributable to equity holders of the
Company is dealt with in the financial statements
of the Company to the extent of HK$52,056,000
(2009: HK$68,820,000).

13 DIVIDENDS

No dividend has been paid or declared by the
Company during the year (2009: Nil).

14 EARNINGS/(LOSS) PER SHARE
(a) Basic
Basic earnings/(loss) per share is calculated by
dividing the profit/(loss) attributable to equity
holders of the Company by the weighted
average number of ordinary shares in issue
during the year.

12 ZRFEBHEARGLEE

AKAaEREFE AR5 ETES2,056,000%
T (ZZEEZNF : 68,820,000/ ) R AR
RIS HRREIE -

13 KRB
FR - ARTYL RN LERAABE (=
TTNG M) -

14 BREBF,(&E)

(a) B
BREXRREF,(E18) JHIRA D R #E
mRA ARG (BE)BRFRND
BT RRMNETHEETE -

For the year ended
31 December

BE+t-A=+—HLFE

2010 2009
—E-2F —EETNF
(Restated)
(&%)
Profit/(loss) attributable to equity AARIERTFAA
holders of the Company (HK$'000)  FE5%A,/ (B1E)(THT)
— Continuing operations —FHEK B X (190,981) 36,663
- Discontinued operation —BRIHEE 1,041,256 49,182
850,275 85,845
Weighted average number of ordinary & %417 A% N4
shares in issue (thousands) FHE(TR) 2,673,430 2,481,312
Basic earnings/(loss) per share FREXEF, (FBE)
(HK$ per share) (BlRET)
— Continuing operations —FHEK B X (0.071) 0.015
- Discontinued operation — BRI EETR 0.389 0.020
0.318 0.035
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14 BREF,(EE) @)

(b) #8

14 EARNINGS/(LOSS) PER SHARE

(continued)
(b) Diluted

Diluted earnings/(loss) per share is calculated
by adjusting the number of ordinary shares
outstanding to assume conversion of all
potentially dilutive shares. The Company has
two categories of potentially dilutive shares:
convertible preference shares issued by a
subsidiary and share options of the Company.
The convertible preference shares issued by a
subsidiary are assumed to be converted into
ordinary shares of the Company. For the share
options, a calculation is done to determine
the number of shares that would have been
acquired at fair value (determined as the
average market share price of the Company’s
shares during the current year) based on the
monetary value of the subscription rights
attached to these then outstanding share
options. The number of shares calculated as
above is compared with the number of shares
that would have been issued assuming the
exercise of the share options.

Diluted earnings/(loss) (2009: earnings) per
share for the year ended 31 December 2010 is
the same (2009: same) as the basic earnings/
(loss) (2009: earnings) per share as the
conversion of both potential ordinary shares
in relation to the outstanding convertible
preference shares issued by a subsidiary and
share options would have an anti-dilutive effect
to the basic earnings/(loss)per share (2009:
same).
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15 INVESTMENT PROPERTIES 15 REWZ

Group Company
AEE AAT]
Buildings Buildings
BF BF
HK$'000 HK$'000
TET TAT
At 1 January 2009 R=-BZAF-HA—H
Cost XK 2,193 5,157
Accumulated depreciation ZEHITE (224) (526)
Net book amount BREDFE 1,969 4,631
Year ended 31 December 2009 BEE_SRNF+-A=+t—HLEE
Opening net book amount YRR FE 1,969 4,631
Transfer to property, plant and B - WERRE (Kt 16)
equipment (Note 16) N (34) -
Depreciation e (108) (258)
Closing net book amount AR AR FHE 1,827 4,373
At 31 December 2009 R=-ZBBAF+=-A=+—H
Cost PR 2,153 5,157
Accumulated depreciation ZFHITE (326) (784)
Net book amount BREDFE 1,827 4,373
At 1 January 2010 R=-Z—-FF5—-HA—H
Cost AR 2,153 5,157
Accumulated depreciation REHITE (326) (784)
Net book amount ARMEHE 1,827 4,373
Year ended 31 December 2010 BE_Z-ZF+-_A=+t—HLEFE
Opening net book amount HAY AR FE 1,827 4,373
Transfer from property, plant and HEYE  BEMEHE
equipment (Note 16) (Btiz 16) 719 -
Depreciation e (108) (258)
Closing net book amount AR AR FHE 2,438 4115
At 31 December 2010 R=ZB-Z2F+=-A=+—H
Cost PR 3,055 5,157
Accumulated depreciation ZFHITE 617) (1,042)
Net book amount BREDFE 2,438 4115
Fair value (Note) NEEE (M) 8,460 14,277
Note: Hat
The fair value of the investment properties located at 1t R /& HEZT-ZTF+A=+—H RILRTEEE
12 B RS 67 SRIREDARE 15-171 as at 31 December 2010 was B RRETIEARE A T 15-1718 7 BB~ N TEE -
assessed by the independent and professionally qualified valuer, R, . e e P
Asset Appraisal Limited, based on current prices in an active HBEVERGEREEMAEFERHARAR @ &
market. RIERMIS 2 RITERIGE -

EENE(PR)ARQFE —2-—ZFFRK
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15 INVESTMENT PROPERTIES

(continued)

Depreciation expense during the year has been all
charged to administrative expenses (2009: same).

Interests in investment properties at their net book

values are analysed as follows:

15 REWE )

L MR ©

FARERXER2BFIATEAX (ZZF

REYFEREREMFEITOT

Group Company
rEH NN
2010 2009 2010 2009
2B —_TTNF ZEB-TF —ITTNF
HK$°000 HK$’000 HK$°000 HK$'000
TET FET TET FET
Outside Hong Kong, held on: BEEIN
Leases of between 10to 50 years ~ 1R10ZE 50 FH LA 2,438 1,827 4,115 4,373
The following amounts have been recognised in the RNERE W m KR SEMOT
consolidated income statement:
Group
rEH
For the For the
year ended year ended
31 December 31 December
BEZE+=AH HETZHA
=t+t—HLFE =+T—HLFE
2010 2009
—E-ZF —TETNF
HK$’000 HK$’000
THET FET
Rental income He kA 1,003 924
Direct operating expenses HRESWMAZIKED S
arising from investment FTEEZ BEKERT
property that generated
rental income (400) (358)

There were no direct operating expenses arising
from investment property that did not generate

rental income during the year.

EEMBEREERX
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s to' the Consolidated Financial Statements

e MR RER M

15 INVESTMENT PROPERTIES 15 REYE (@)
(continued)
The period of leases whereby the Group or the AREBSARNARBEESHAOREEIRED
Company leases out its investment property under ECZHENF1FER2F -

operating leases ranged from 1 to 2 years.

At 31 December 2010, the future aggregate R-E—FTFE+-A=+—H BETITH
minimum rentals receivables under non-cancellable HEERO 2 ARFERKABSAT|UOT -

operating leases are as follows:

Group

KEE
2010 2009
—E-BF —ZETNF
HK$’000 HK$’000
FHERT FET

Not later than 1 year —FR 710 648

BEMK(FR)ERAR —2—2FFH/ 147
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16 PROPERTY, PLANT AND 16 ¥ - BMERKRE

EQUIPMENT
Group
-1 ]
Office
furniture
Leasehold and
improvements  equipment  Plantand Motor
Buildings € WAZEZEE  equipment  vehicles Total
B  NERE kR BERRR AE At
HKP000  HKS'000  HKS000  HK§000  HKEO00  HK$000
AL AL AL AL AL i
At 1 January 2009 R-2EnF-A-A
Cost A 53,535 5,52 146,327 24,139 15,006 244,532
Accumulated ZiTE
depreciation (4,664) (5,016) (73,669) (7,159) (6,489) (96,991)
Net book amount FHTE 48 871 509 72,658 16,986 8,517 147 541
Year ended 31 December 2009 BECERAFYCA=T-BLEE
Opening net book amount HONREFE 48,871 509 72,658 16,986 8,517 147 541
Additions AE - 295 15,002 702 3373 19,502
Transfer from investment BRRENZ
properties (Note 15) (Wit 15) 34 - - - - 34
Disposals (Note 33(c) & (Hiet 396)) (209 - (12 83 (570 (866)
Depreciation i (3.219) (330) (28,789) (4,760) (3,474) (40,565)
Closing net book amount BREEIE 45,489 474 59,080 12,845 7,846 125,734
At 31 December 2009 R2EAFTZA=T-H
Cost A 53,360 5,820 157,155 24,651 17,287 258,273
Accumulated depreciation ZitE (7.871) (5,346) (98,075) (11,808) (0441) (132,539
Net book amount RE A 45,489 474 59,080 12,845 7,846 125,734
Year ended 31 December 2010 HBECR-SE{-A=T-ALEFR
Opening net book amount HORAFE 45,489 474 59,080 12,845 7,846 125,734
Additions e - 11614 16,124 5,614 10,041 43,393
Transfer to investment BRRENE (Wi 15)
properties (Note 15) (19) - - - - (19)
Acquisition of subsiciaries (Note 37(b)  WEBHE A8 (Hef 571t) - 765 1,157 - 66 1988
Disposals (Note 33(c) & (Wi 35) (4,795) - (378) (74) (502) (5,749)
Depreciation & \ \ (3,243) (1,759) (28,639) (3,612) (4,979) (42,232)
Disposed as a part of the discontinued ~ fEAB K HEEEK—Fp 2 &
operation (Note 33(b) (W ast) (3,743 (149 (4,463) (485) (2,461) (11,301)
Exchange realignment 5 A% 1,804 311 2,403 663 438 5,619
Closing net book amount BREEIE 34,793 11,256 45,284 14,951 10,449 116,733
At 31 December 2010 W-2-BFt-A=1-H
Cost A 41,266 16,079 167,117 29,281 21,03 275,679
Accumulated depreciation 2itE (6,473) (5,723 (121,833) (14,330) (10587)  (158,946)
Net book amount BHEE 34,793 11,256 45,284 14951 10,449 116,733
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16 PROPERTY, PLANT AND

EQUIPMENT (continued)

Depreciation expense of HK$26,564,000 (Restated
2009: HK$27,704,000) has been expensed
in cost of sales and HK$13,172,000 in selling
and administrative expenses (Restated 2009:
HK$10,941,000).

As at 31 December 2010, bank borrowings of
RMB19,000,000 (approximately HK$22,490,000)
were secured on building with a total net book value
of HK$16,254,000 (Note 31).

As at 31 December 2009, banking facilities of
RMB20,000,000 (approximately HK$22,600,000)
were secured on buildings with a total net book
value of HK$4,211,000 (Note 31).

16 Y%¥ - HEKRE @)

FERM X 126,564,000 T (EHNN T
NLE  27,704,0007870) ERHER AR
8 K 13,172,000 B LB REE RITHE
AX#E(EHN _ZZF AT 10,941,000/
JT) °

R-B-—ZTE+-_A=+—0 " HBITEZXA
R #19,000,000 7t (4722,490,000 % 7T ) T3
i BR T % (B 4258 16,254,000 78 7T 2 18 F1E
AR (BFEE31)

R_EZAF+-_A=Z+—8 ARK
20,000,000 7t (#8551 49 22,600,000 7% 7t )
ZIRITEETHREMFEARRT 4,211,000
TUZEFIERA (MFE31) »

Company
PN
Office furniture and equipment
MAERARKE
HK$’000
FHET
At 1 January 2009 R-ZEFENF—-A—H
Cost B 7S 12
Accumulated depreciation ZFHITE (12)
Net book amount FREVFE -
Year ended 31 December 2009 BE_ZTNF+-A=+—HLFE
Opening net book amount BRI AR FHE -
Depreciation e -
Closing net book amount HIRBREDF (B -
At 31 December 2009 R=ZZNF+=-A=+—H
Cost B 7S 12

Accumulated depreciation ZFHTE (12)
Net book amount FREFE -

Year ended 31 December 2010

BE-ZE-ZEF+-A=1+—HLEE

Opening net book amount YRR R (E -
Disposal HeE _
Closing net book amount HIRBREDF (B -

At 31 December 2010
Cost

R=—2—FF+=-A=+—H
AR

Accumulated depreciation ZEHE -
Net book amount FREFE -

EENE(PR)ARQFE —2-—ZFFRK
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17 LEASEHOLD LAND

The Group’s interests in leasehold land represent
operating lease prepayments and their net book
amounts are analysed as follows:

17 HE L

AEBREE O EREENBHKEHE
HWFOE - HERERES T

Group Company
rEE AT
2010 2009 2010 2009
—E-2F —_TTNGF ZB-ZF —TTNF
HK$’000 HK$'000 HK$000 HK$ 000
THET FHET THERT TET
Outside Hong Kong, held on: BBREI
Leases of between 10 to 50 years & 10E50F 24355 38,826 42,007 27,309 28,068
The movement of the net book amount for leasehold HMELH 2 RENFEZSHHOT -
land is as follows:
Group Company
rEH AT
2010 2009 2010 2009
—E-FF —_TThF ZB-FBF _TTNF
HK$’000 HK$000 HK$000 HK$ 000
THET FHET THET FET
Net book amount at FYIREFE
beginning of year 42,007 44,180 28,068 28,827
Amortisation A (1,078) (1,094) (759) (759)
Disposals (Note 33(c)) & (#i#33(c)) (2,462) (1,079) - -
Disposed as a part of the ERERIE 2 KEER
discontinued operation —EH 2 HE
(Note 33(b)) (W17t 33(b)) (231) - - -
Exchange realignment ME 5, 33 B 590 - - -
Net book amount at end of year F[KREFE 38,826 42,007 27,309 28,068
During the year, amortisation expenses of F N 54,0008 T (=ZFZF N F : 53,000
HK$54,000 (2009: HK$53,000) has been expensed BLIZEBIEERINBEEN A HE R
in cost of sales and HK$1,019,000 (Restated 2009: F1,019,0008 T(EWN =T FT L &F

HK$1,036,000) in administrative expenses.

As at 31 December 2010, bank borrowings of
RMB19,000,000 (approximately HK$22,490,000)
were secured on leasehold land with a total net
book amount of HK$3,631,000 (Note 31).

As at 31 December 2009, bank facilities of
RMB20,000,000 (approximately HK$22,600,000)
were secured on leasehold land with a total net
book amount of HK$225,000 (Note 31).
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18 INTANGIBLE ASSETS 18 |BILEE

Patents and

capitalised

software

Customer development

list and costs

Brand  contracts ZFRKEHR In-progress

Goodwill name  EFZE  EXZEH technology Total
ik ol REE  BERX  WERARE ha
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000 HK$'000
TAL TAL TAL TAL TAL AL

Year ended 31 December 2009 BE-2ENE
TZA=T-HLEE

Opening net book amount BOREFE 102,113 1,318 3,240 16,164 - 122,835

Amortisation charge gHvi - (1318) (905) (4,548) - (6,771)

Closing net book amount BREEFE 102,113 - 2,335 11,616 - 116,064
At 31 December 2009 R-BBAETZA=1-A

Cost A 102,113 4,520 4,520 22,625 - 133778

Accumulated amortisation ZirEi - (4,520) (2,185) (11,009) - (17,714)

Net book amount RETE 102,113 - 2,335 11,616 - 116,064
Year ended 31 December 2010 BE-%-%%

TZA=T-HLEE

Opening net book amount BOREFE 102,113 - 2,335 11,616 - 116,064

Acquisition of subsidiaries (Note 37(t)) ~ WEEMBLAR (HZ37p) 119,184 - 41,226 155 6,094 166,659

Additions ME - - - 12 - 12

Amortisation charge gHvi - - (7,182) (4,615) (1028  (12,8%)

Impairment loss REER (29,593) - - - - (29,593)

Exchange realignment ERAE 10,127 - 1,506 438 207 12,278

Closing net book amount BREEFE 201,831 - 37,885 7,606 5273 252,595
At 31 December 2010 R-B2-FF+-A=t-A

Cost A 231,424 4,735 47,542 23,874 6,328 313, 903

Accumulated amortisation ZHME - (4,735) (9657 (16,268) (1055 (31,715

Accumulated impairment loss ZitRESE (29,593) - - - - (29,593)

Net book amount RETE 201,831 - 37,885 7,606 5,273 252,595
During the year, amortisation expenses of FR75,412,0008 T( ZFT T N F -
HK$5,412,000 (2009: HK$4,294,000) has been 4,294,000/ 7)< # 35 & H TJ B’\\\ #H & X
expensed in cost of sales and HK$7,413,000 (2009: A HEKRABT7,4130008T(ZTENF :
HK$2,477,000) in administrative expenses. 2,477,000870) Z1THEA °
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18 INTANGIBLE ASSETS (continued)

Impairment tests for goodwill

Goodwill is allocated to the Group’s cash-generating
units (CGUs) identified according to operating
segment. As at 31 December 2010, goodwill of
HK$81,228,000 and HK$120,603,000 are allocated
to the electronic power meters and solutions and
payment solutions and services, respectively.

As at 31 December 2009, goodwill of
HK$102,113,000 is allocated to electronic power
meters and solutions.

The recoverable amount of a CGU is calculated
using pre-tax cash flow projections based on
financial budgets approved by management
covering a five-year period. Cash flows within the
five-year period are extrapolated using the estimated
growth rates stated below. 3% growth rate is
assumed for cash flows beyond the five-year period.

The key assumptions used for the calculation are as
follows:

Electronic power meter and solution segment:

Gross margin 12-21%
Compound annual growth rate 20%
Discount rate 16.90%

Payment solutions segment:
Compound annual growth rate 85%
Discount rate 17.32%
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= 16.90%
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= 17.32%



18 INTANGIBLE ASSETS (continued)

Impairment tests for goodwill (continued)

Management determined budgeted gross margin
based on past performance and its expectations
of the market development. The compound annual
growth rate used are consistent with the forecasts
of the market. The discount rate used is pre-tax and
reflects specific risks relating to the segment.

At year end 31 December 2010, the Group
revised its cash flow forecasts of the electronic
power meters and solutions segment. Due to
changes in market conditions and loss suffered
by the electronic power meters and solutions
segment, goodwill of HK$29,593,000 (2009: nil)
was considered impaired by the management
on the electronic power meters segment during
the year ended 31 December 2010. The loss has
been included in administrative expenses in the
consolidated income statement.

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.

LA A M

8 BMILEE @)

AR ()
ERERBBARELEHTRRE EY
EFEEEFE - IRAEAERERER
TR BRI — B - AR R A
iR - RIS MR AR o

REE=F-FET=A=t AILEE -
REBEITH erg&%MU?K“%EZ
IESEUILE J g@]&%ﬁﬁu‘l’i&

PS> n—»Eﬂa ' Et —E-TF 4=
A=+—BLFER EEFAEHHEF
29,593,000 B TL(ZTETNF : |) 2HE
EREEERRRE - BEEFAGERE
XPITHEARANA -

EEERE  ATRESEMARENERER
HER SR A REEE) - T2 BZEMT
SREEBL AR O S -
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19 AVAILABLE-FOR-SALE
FINANCIAL ASSETS

The Group’s available-for-sale financial assets
includes the following:

19 JHHHEEMEE

AEEAHEESREEBRATNEAR ¢

Group Company
rEHE b N/NE|
2010 2009 2010 2009
—EB-FF _TTNF ZB-FF _TTNF
HK$’000 HK$'000 HK$000 HKS$'000
FET FAT FET FHET
At 1 January Rn—H—H 23,400 - 23,400 -
Additions N=Y - 23,400 - 23,400
Fair value gain on revaluation Bz A ERE 100 - 100 -
At 31 December R+=—A=+—H 23,500 23,400 23,500 23,400
Unlisted investment outside BBEINZ
Hong Kong ELETIRE 23,500 23,400 23,500 23,400

Available-for-sale financial asset is denominated
in US dollars. The fair value of unlisted security
is based on future free cash flows attributable to
shareholders discounted using a discount rate
based on the risk free interest rate and the risk
premiums attributable to the underlying investment.

20 INVESTMENTS IN SUBSIDIARIES

AND DUE FROM/(TO)

YL E S REEAETHE © FLTES
ZAFERBRREREARTDHAZES
R P BRI A R AR A 2 A
Bk B TRAE -

20 R B DRI 2 RER BN,
(FEf) BB X RIRRTE

SUBSIDIARIES
Company
¥ NN
2010 2009
—E-FF —ETNF
HK$’000 HK$’000
FET FET
Investments at cost, unlisted shares  3E_ETID © IR EKA 771,357 771,357
Due from subsidiaries (Note) W B8 1~ RIFRIE (Hat) 110,085 121,980
Less: Provision for impairment BB ERE (39,695) (39,695)
841,747 853,642
Due to a subsidiary (Note) JE —KM B R RFIB(Ait) (528,844) (247,522)
312,903 606,120
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20 INVESTMENTS IN SUBSIDIARIES

AND DUE FROM/(TO)
SUBSIDIARIES (continued)

20 RINB DRI 2RER W~

YNGIESENE)

i 2l

Note: oL

The balances with subsidiaries are unsecured, interest free, and HEftB AR A REHRAERT  RENARRER
repayable on demand. Bt o

The following is a list of the principal subsidiaries at RZE-ZTE+_A=+—H FEWEQ
31 December 2010: FIZHBEBWNT

Place of

Principal activities

Particulars of

incorporation and and place of issued share capital/ Interest
Name type of legal entity operation registered capital held

AR AR L 3t B R FTEXBR BRIRE
£ EEEEER EH T EMERFE PR
Emerging Technology Limited The British Virgin Islands (“BVI"),  Investment holding in PRC 7,692,308 ordinary 100%

limited liability company shares of US$1 each
RBELRE  BRAA 7,692,308 ik & Ak
HE1RTZEBR
Hi Sun Development Hong Kong, limited liability Provision of management 2 ordinary shares of 100%
Management Limited company services in Hong Kong HK$1 each
BEhEEEERAA EE ARAF ERBRHUERRG 2REREE BT EBR
Hi Sun Technology Bermuda, limited liability Provision of financial solutions, 168,070,000 ordinary 100%
Holding Limited company services and related products shares of HK$0.1 each
BERERRERAR BEE  BRAR in Hong Kong 168,070,000 &
ERBRECRBRSRRE HE0ABTZERBR
KAARE @
New Concept Services Limited BVI, limited liability company Investment holding in PRC 125 ordinary shares 80% '
HEIRBERAF RBELRS  BRAA EREtERES of US$1 each
1265 REREE 1 ET2 LBk

Pacific Sheen International Limited Hong Kong, limited liability Investment Holding in PRC 3,900,000 ordinary shares 80%
EIEEEER AR company EPREEEREER of HK$1 each

EE - ARARA 3,900,000 &R A &

1B EBR

Pax Data Limited Hong Kong, limited liability Investment holding in PRC 1 ordinary share of 100%

BEEEARAR

company

EE - ARAT

FEREEFRERR

HK$1 each
1REREE BTz LBk

EENE(PR)ARQFE —2-—ZFFRK
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20 INVESTMENTS IN SUBSIDIARIES

AND DUE FROM/(TO)
SUBSIDIARIES (continued)

Place of

20 R B

(FEAT) By 8

Principal activities

AZREREW

YNGIESENE)

Particulars of

incorporation and and place of issued share capital/ Interest
Name type of legal entity operation registered capital held
ER A 3L 3t B FTEEBR BRTRAE,
£ HEERER EE3E HMERFE PSR
Success Bridge Limited BVI, limited liability company Investment holding 9,400 ordinary shares of 94% '
HEERLEHS  ARAF in Hong Kong US$0.001 each
EEBLSREER 600 preference shares of
US$0.001 each
9,400 RS IREAE
0.001 =Tz L@k
600 FR &A% E E0.001 E T
ZBEKR
Turbo Speed Technology Limited BVI, limited liability company Investment holding in PRC 35,897,440 ordinary 94%
RBRAES  BRAR HHERERER shares of US$0.1 each
35,897,440 R &A%
HE1E T LBk
tREBEEEERMERAR PRC, limited liability company Provision of financial solutions HK$100,000,000 100%
(Beijing Hi Sun Advanced FE - BRAR services and related 100,000,000 7T
Business Solutions products in PRC
Information Technology Limited) EREIRM SRR RIRG
RIAEE @
tREHEEREERMERAT PRC, limited liability company Provision of telecommunication HK$80,000,000 94%
(Beijing Hi Sunsray Information FE - BRAR solutions, and operation 80,000,000 75
Technology Limited) value-added services in PRC
ERBEREEARRASR
RAERERS
MINE B BRI ARA A PRC, limited liability company Properties holding in PRC US$3,500,000 80%
Hangzhou Fushun Information FE - BRAR EPBEEYE 3,500,000 % 7T
Technology Company Limited
MM EREERITERAT PRC, limited liability company Research & development HK$10,000,000 100%
Hangzhou Pax Data Limited FE - BRAT HERFAE 10,000,000 /87T
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20 INVESTMENTS IN SUBSIDIARIES

AND DUE FROM/(TO)
SUBSIDIARIES (continued)

Place of

RATBERRME

20 R B
(FEAS) M B

Principal activities

AZREREW

YNGIESENE)

Particulars of

incorporation and and place of issued share capital/ Interest
Name type of legal entity operation registered capital held
MR B R TEEBR DRTRAE/
£ EEBRER EEBE HMEARFE Frisws
MMNEEEFRMTERAE PRC, limited liability company Manufacturing and sales of RMB53,400,000 80%
Hangzhou PAX Electronic HE - BRAR electronic power meters AR 53,400,0007C
Technology Limited and solutions in PRC
EHBAEREESKTE
EmREARE
MNEEENBIMARAA PRC, limited liability company Investment Holding in PRC RMB27,500,000 80%
Hangzhou PAX Electricity HE - BRAR EHEREREER AR 27,500,000 70
Technology Limited
HESBEREEERNAERA PRC, limited liability company Provision of payment solutions HK$20,000,000 94%
Hunan Hisun Mobile Pay HE - BRAF and services 20,000,000 7T
IT Limited REUEZ AR RRRB
JIM Holdings International BVI, limited liability company Investment holding in PRC 10,588,200 ordinary shares of 94%
Company Limited RBEZEHS  BRAH RN EREER US$0.001 each
EITERBER AR A 10,588,200 f& G R EI 18 0.001
=¥ il
HEITEERM(LE)BRAR PRC, limited liability company Provision of payment US$3,550,000 94%
HE - ARAT solutions and services 3,550,000 % 7T
REZMRAFR KRS
EERTRIRBEERLA PRC, limited liability company Provision of payment RMB10,000,000 94%?
FE - BRAT solutions and services AR® 10,000,000 7T
RELFRRASRRRS
Beijing Hisun Mobile Pay IT Company  PRC, limited liability company Provision of payment HK$20,000,000 94%
RSB ERBRERRMNARAR hEl - BIRAA solutions and services 20,000,000 # 7T

R

REXRBART RS
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20 INVESTMENTS IN SUBSIDIARIES
AND DUE FROM/(TO)
SUBSIDIARIES (continued)

Shares held directly by the Company.

The Company does not have legal ownership in equity of
this subsidiary. Nevertheless, under certain contractual
agreement enacted among the registered owners of the
subsidiary, the Company and its other subsidiary, the
Company controls the company by way of controlling more
than one half of the voting rights of it, governing its financial
and operating policies and appointing or removing the
majority of the members of its controlling authorities, and
casting the majority of votes at meetings of such authorities.
In addition, such contractual agreements also transfer the
risks and rewards of the company to the Company. As a
result, it is presented as consolidating subsidiary of the
Company.

21 INTEREST/INVESTMENT IN AN
ASSOCIATED COMPANY

20 AMIB AR ZREREW
(FEAT) BB BRI FIE ()

! AAREZEFARD °

2 ARFAEGERZIE R RS R R -
AW - REZMBARNEMEEA - FRFR
HEMMBABPEILNETEHTHE - AQF]
BEBESZ A BB RRE - EHERE RS E
RE - FREBEREBORBHKE - URRZ
RS R LERZEER - MENZ AT -
SN - BB E KI5 TR R X R A LB B [m)
BTART - At - FREINE/ARRNGE
MR -

21 R—EBE AR zER RE

Group Company

rEH ARTF

2010 2010

—E-ZF —E-2F

HK$°’000 HK$°000

THxT THET

At 1 January n—H—H - -

Addition (Note 33(b)) WE (M3E33(b)) 1,278,720 316,862

Share of profit BTG4 6,860 -
Share of other comprehensive Bl 2 b2 ik

income 134 -

At 31 December R+=—A=+—H 1,285,714 316,862
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21

22

INTEREST/INVESTMENT IN AN
ASSOCIATED COMPANY (continued)

The share of results of its associated company of
the Group which is listed in Hong Kong, and its
aggregated assets and liabilities, is set out below:

21 R—EBELRZER RE

(#&)

AEBREB LM ZBERR 2 BEEREN
H@BEEMBEHIWT

As at
As at As at Year ended 31 December
31 December 2010 31 December 2010 31 December 2010 2010
RZ2-2% R=2-2F BE-E-2% R=2-2%
+=A=t-8H +ZR=+-H TZR=t-BLEFE TZA=+-8
Effective
Place of incorporation Particular of Share of Share of interest
Name and kind of legal entity issued share capital Assets  Liabilities turnover profit held
EaoaeE 913 fisE2
£ EEERER ERTRARE 8E 8 EAEEERR iy BERER
HK$'000 HK$'000 HK$'000 HK$'000
TEL TEL TEL TEL
PAX Global Bermuda, limited 1,000,000,000 ordinary share 1,505,360 (218,249) 16,051 6,860 44.4%
liability company of HK$0.1 each
BERX BRE BRAA 1,000,000,000 REREE0.17%7T
ERR
4
INVENTORIES 22 &
Group
A EME
As at 31 December
R+t=A=+—H
2010 2009
—E-2F —EENF
HK$°000 HK$’000
FERT TET
Raw materials R 80,627 60,566
Work in progress RS 28,350 22,810
Finished goods 2UPK mh 59,449 84,182
168,426 167,558

The cost of inventories recognised as an expense and
included in cost of sales amounted to HK$371,636,000
(Restated 2009: HK$221,823,000).

BRAERMI N AHEER ANFEERK A
#£ 371,636,000 T(ES T F 1L F:
221,823,000 7T) ©

EENE(PR)ARQE —2-—ZFFRK
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23 TRADE AND OTHER 23 BUWERR R EMEWNKE - &

RECEIVABLES, PREPAYMENTS NRERREUREHEZES
AND DEPOSITS AND LONG-TERM
DEPOSITS
Group Company
rEE AN

As at 31 December As at 31 December
R+=BA=+—H R+=A=+—H
2010 2009 2010 2009
—E-2F _TTNF ZB-BF _ZTTNHF
HK$000 HK$000 HK$000 HK$ 000
THET FAET THERT FET

Current portion BN HA &8
Trade receivables (Note (a)) FEUSBR SR (K77t (a) 225,296 291,455 - -
Less: provision for impairment & @ B IERE
of receivables (Note (b)) B (Hat b)) (19,333)  (13,380) - -
Bills receivables (Note (c)) FEMWESE (K13t () 1,308 107,142 - -

207,271 385,217 - -
Prepayments, deposits and ENHRE  Zek

other receivables H fth fE Y I8 84,609 52,588 558 604
291,880 437,805 558 604

Non-current portion FEBNEA SR
Long-term deposits RHEZS 1,596 - - -
Total A&t 293,476 437,805 558 604
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23 TRADE AND OTHER 23 BEWERKEREMEKRKIE - &
RECEIVABLES, PREPAYMENTS NEFEERESUEERHRSE ©
AND DEPOSITS AND LONG-TERM
DEPOSITS (continued)

The carrying amounts of the Group’s trade and NEEZEWET R EMEWRTOE - AN
other receivables, prepayments and deposits and BENESUANRERIZES ZEBETINTYE
long-term deposits are denominated in the following HEEIE
currencies:
Group Company
rEH ¥ /N

As at 31 December As at 31 December
BR+=-—A=+—H R+=—A=+—H
2010 2009 2010 2009
—B-TF “TTNF —B-BF “TTNF
HK$’000 HK$'000 HK$000 HK$ 000
FERT FET FExT FET

HKD BIT 4,487 9,000 558 604
RMB AR 287,049 405,292 - -
US Dollar ETT 1,785 23,513 - -
Euro B 155 - - -

293,476 437,805 558 604

Wizt (@) - FENRL

Note (a): Trade receivables e )
TEEGETESEBAZGEEHBZTE180EBTE - 1
— £ == — EEEE — p— — N Ed

The Group’s credit terms to trade debtors range from 0 to 180 72%%$)§27§Z\h$+7ﬁ =+—B - B

days. At 31 December 2010 and 2009, the ageing analysis of the ZIRERAATIT

trade receivables was as follows:

2010 2009

—E-ZF —ZTFTH

HK$’000 HK$’000

FHET FHT

Current to 90 days BNEZ= 90 H 157,280 189,770

91 to 180 days 912180 H 31,348 44,547

181 to 365 days 1812365 H 12,100 24,102

Over 365 days 365 HIA 24,568 33,036

225,296 291,455

The Group’s sales are made to several major customers and there REFBZHENMBEITERFELEBEEETRR

is concentration of credit risks. Sales of goods and services to o MAARFCHENEYRRBEEKAAERHZ —

the top five customers contributed 51% of the Group’s turnover T EF+ _A=T—"HULEFELETFENL1%(ZEZE

for the year ended 31 December 2010 (2009: 54%). Collections FUE - B54%) o ZANE= B N7 2 1) BS 52 1 K (B8 e N kB
of outstanding receivable balances are closely monitored on an BEEZIWEIER R EEERRE -

ongoing basis to minimise such credit risk.
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23 TRADE AND OTHER
RECEIVABLES, PREPAYMENTS
AND DEPOSITS AND LONG-TERM
DEPOSITS (continued)

Note (a): Trade receivables (continued)

Receivables that were past due but not impaired relate to a
number of independent customers that have a good track record
with the Group. Based on past experience, management believes
that no impairment allowance is necessary in respect of these
balances as there has not been a significant change in credit
quality and the balances are still considered fully recoverable. The
Group does not hold any collateral over these balances.

As of 31 December 2010, trade receivables of HK$47,381,000

23 BWERMK

H R R

XIE - '

NRERESAREHES (@)

Wizt (@) - ENRK ()

BHEREEZEBEFESRETRARNEERAR TR

SRBZBUEP - ERBELR -
EEEARFEAEBAREL - AT EKK

ZEDEP 215
BERDA 28

Eli - EEERRZFERUFATHIEREER - &
SEY EESE TR ERETRG SR 2 BT -

T—TFE+-A=+—H8  ERIKEZR47,381,000

(2009: HK$47,055,000) were past due but not impaired. The BEIL(ZZZNF : 47,055,000 7T ) JY %0 HA48 K R,
ageing analysis of these trade receivables is as follows: B ZERBEERZRE AT -
2010 2009
—E-ZF —EZhE
HK$°000 HK$’000
FHERT FAET
Up to 3 months =@AR - 2,244
3 to 6 months ==XEA 30,097 22,968
Over 6 months NMEA E 17,284 21,843
47,381 47,055
Note (b): Provision for impairment of receivables Hiat (b) - SR AR E R
The movement on the provision for impairment of receivables are EWFIERER BEEBNT
as follows:
2010 2009
—E-2F —EZhE
HK$°000 HK$’000
FHET FAET
At 1 January wn—A—H 13,380 16,021
Write-back of provision B E R (1,277) (3,330)
Provision recognised in the R G Wk AR
consolidated income statement 2 9,734 689
Receivables written-off during F R A ] Yz [E] il s
the year as uncollectible 2 FEWRIE (1,229) -
Disposed as part of discontinued operation EREBRIEREHEB Mo 2 HE (1,846) -
Exchange realignment M 5, A % 571 -
At 31 December W+=ZA=+—H 19,333 13,380
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23 TRADE AND OTHER 23 EWERFREMEWRRIE - &
RECEIVABLES, PREPAYMENTS AEERESURESES @)

AND DEPOSITS AND LONG-TERM
DEPOSITS (continued)

Note (b): Provision for impairment of receivables (continued) Biat () : FEHTE R (6 7% 1 (48)

The other classes within trade and other receivables do not H M 5R Bl 2 U BR Bk N E b e W OB I E A R R BB
contain impaired assets. Ee

The maximum exposure to credit risk at the reporting date is the RipE BEFTEY 2 & AR EERR Y - ol & 58 WK
carrying value of each class of receivable mentioned above. The B2 REE - AEBWERSGETAEARIERER -

Group does not hold any collateral as security.
Note (c): Bills receivables Biat(c) - JEWZ1E

The balance represents bank acceptance notes with maturity EERETHA AL NEAR ZIRITAN EE -
dates within six months.

The maturity profile of the bills receivable of the Group is as AEEEREEZ ZIBERAT
follows:

2010 2009
—E-ZF —TTh
HK$’000 HK$’000
FHET FAET
Falling within 90 days 90 H®R 948 87,606
Falling within 91 to 180 days 91 & 180 H 360 19,536
1,308 107,142
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24 FINANCIAL ASSETS AT FAIR
VALUE THROUGH PROFIT OR

24 BRAFEFARNIEEZE

MEE

LOSS
Group Company
rEH ¥ NN
As at 31 December As at 31 December
R+=BA=+—8H BR+=BA=+—8H
2010 2009 2010 2009
ZE-BF —_TTNF ZB-BF —TTNHF
HK$000 HK$000 HK$000 HKS$'000
TR FHET THET FET
Unlisted securities: LRSS
Collective investment scheme  S£ABEEE:E
- PRC — 12,330 - - -
Listed securities: EHES
— Equity securities — US —BRATH—EH 568 480 568 480
Total &t 12,898 480 568 480

Financial assets at fair value through profit or loss
are presented in operating activities as part of
changes in working capital in the consolidated cash
flow statement (Note 33(a)).

Changes in fair values of financial assets at fair value
through profit or loss are recorded as other gains
net in the consolidated income statement (Note 5).

The fair values of listed securities are based on their

current bid price in active market. The fair values of
unlisted securities are based on bank valuation.
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KA MBBRME

25 RESTRICTED CASH 25 ZRFHES
Group
rEH
2010 2009
—E-BF —ZETNF
HK$’000 HK$’000
FET FHET
Restricted bank deposits PR HISRITIF K - 1,740
The effective interest rate on restricted bank RZZBZNF+TZA=+—H8  ZRHIRTT
deposits as at 31 December 2009 was 0.36% BFRZEBRFFEE0.36% ° BT
per annum. It represented deposits pledged to RITZHFR - MEAREERRITEE - &
the banks to secure banking facilities granted to FERRER B 2 RITRM 2 RITERPE - MA
the Group which were kept in the bank accounts BES 2 NEDZEINEE H
opened with banks in the PRC where the remittance
of funds is subject to foreign exchange control.
The carrying amounts of restricted cash were ZRHIIRNE ZREETIA T EEETIE :
denominated in the following currencies:
Group
rEH
2010 2009
—E-2F —ZETNF
HK$’000 HK$’000
FET FHET
RMB AR - 1,740
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26 SHORT-TERM BANK DEPOSITS

Short-term bank deposits are fixed deposits with
banks maturing between three to twelve months. All
of the short-term bank deposits are denominated in
RMB. They are kept in the bank accounts opened
with banks in the PRC where the remittance of funds
is subject to foreign exchange control.

The effective interest rate on short-term bank
deposits was 2.25% to 2.75% per annum as at 31
December 2010 (2009: 0.36% to 2.25% per annum).
The deposit has an average maturity of 286 days
(2009: 202 days).

27 CASH AND CASH EQUIVALENTS

26 EHRITER

RHRITER DR =2+ A S8 Z R1T
EHIF - FrARHRITERIIAA RS
B > ZFFRDFERRET B ZRITRLZ
RITEP > MERES ZNETIRE|SNES
il o

R-E-ZTE+_A=+—0  EHETEF
RZEBRERRE225%E2.75% (- TF
NE : FFREKE0.36%E2.25%) * MIFER
FHRIEAR A286H (ZEZTHE : 2020) ©

27T RERBEEEY

Group Company
AEH KAF
2010 2009 2010 2009
—E-2F —TTNF ZE-FF —_TTNF
HK$000 HK$000 HK$000 HK$'000
FExT FETT FET FET
Cash at bank and on hand IRITER MFERE 1,281,616 1,139,974 498,353 540,836

Funds of the Group amounting to HK$384,564,000
(2009: HK$460,200,000) are kept in the bank
accounts opened with banks in the PRC where the
remittance of funds is subject to foreign exchange
control.
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27 CASH AND CASH EQUIVALENTS

28

(continued)

Cash and cash equivalents are denominated in the

following currencies:

27T BERBEEEY @)

ReMBRLEEMHATIIEEE

Group Company
rEHE b /N
2010 2009 2010 2009
—E-2F —_TThF ZB-BF _TThHF
HK$’000 HK$'000 HK$000 HK$ 000
FET FET FET TAT
HKD BT 392,125 427,444 280,359 328,127
RMB AR 363,711 421,316 - -
US Dollar ET 525,416 289,965 217,994 212,709
Euro BT 364 1,249 — —
1,281,616 1,139,974 498,353 540,836
SHARE CAPITAL 28 B
Ordinary shares of
HK$0.0025 each
SR ME{E0.0025%& T
EER
No. of shares HK$’ 000
E TFAT
Authorised: JEE -
As at 31 December 2009 RZZEZNF+=A
and 31 December 2010 =t+t—AERZE—FF
+=-—A=+—H 4,000,000,000 10,000
Issued and fully paid: EZETRHE -
Opening balance at 1 January 2009 RZZETZNF-—A—RBZ
BRI AA BR 2,231,972,835 5,580
Shares issued under share options RIFAR N RIE AR &
scheme of the Company (Note (a)) BITIR MG (K73E (a)) 41,457,000 104
Issue of new ordinary shares BT R (WAt (b))
(Note (b)) 400,000,000 1,000
At 31 December 2009 and R-ZFFAFT-A=1—H
31 December 2010 rZE—ZEF+_A=1+—H 2,673,429,835 6,684
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28 SHARE CAPITAL (continued)

Notes:

(a)

Share options of the Company

The Company operates a share option scheme (the
“Scheme”) for the purpose of attracting, retaining and
motivating talented employees in order to strive for future
developments and expansion of the Group. Eligible
participants of the Scheme include the Group’s full-time
employees, and executive and non—executive Directors. The
Scheme became effective on 29 November 2001 and unless
otherwise cancelled or amended, will remain valid and
effective for a period of 10 years from that date.

The total number of shares in respect of which options may
be granted shall not (together with all the other schemes, if
any) exceed 10% of the total issued capital of the Company
as at date of approval of the Scheme unless the Company
obtains a fresh approval from shareholders to renew the
10% limit.

The maximum number of shares in respect of which options
may be granted under the Scheme, together with any
unexercised share options granted under the Scheme and
any other share option schemes of the Company in issue,
may not exceed 30% of the relevant class of securities
of the Company in issue at any time. On 18 March 2004,
33,000,000 share options were granted to certain directors
and employees at an exercise price of HK$0.374 per share
(the average closing price of the shares as quoted in the
daily quotations sheets issued by The Stock Exchange of
Hong Kong Limited for the five business days immediately
preceding 18 March 2004) with an expiry date of 17 March
2014.

Pursuant to an ordinary resolution passed on 17 August
2005, a refreshment of the limit on grant of options under
the Scheme was approved by the Company’s shareholders.
Upon refreshing the 10% limit on grant of options under the
Scheme, 33,305,403 shares may be issued pursuant to the
grant of further options under the Scheme.

On 26 September 2005, 33,300,000 share options were
granted to certain directors and employees at an exercise
price of HK$0.768 per share (the average closing price of
the shares as quoted in the daily quotations sheets issued
by the Stock Exchange of Hong Kong Limited for the five
business days immediately preceding 26 September 2005)
with an expiry date of 25 September 2015. The option
period commences on 26 September 2005 and expires 10
years thereafter.
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28 BRA (&)

HiEE -

(a)

KRR ZBIRE
AABEE—RERE S ([ZFHE]) - BER
3 - RENHBESTHZER UBAKEAR
BRREAES - L ENAER2EAERERN
SEMN2BREUARMTRIERITES - Zatdl
RZZFZ—F+ A+ ABER BRIzt
BUBSIEET - BRIKAZ BB TEDAFRE
R e

B FIPTA B b B A AT 8] (10 A) AT B H 2 BB X
W Nz B in 4 - NSHBA R BRI AEZET
ZERADEITRALEZ10% @ AR TG
RAIMFAEEITEZ 10% HIFREEFR I ©

ZErEIE T AR 2 BRI ER AT B R AR
A MEMEREF B T EEEmMARTEZ
ERERERMI R ZRNEE - ZE2TEHRIBE
fAIRRA QAR EITHBERES 230% c K=
ZEWMF=A+N\H ARFEMETEERES
I 33,000,000 5 B4 - FTEEAFAR0.374
B (Z2E_ZTENF=-A+/\BATAELE
BEABMAXZGRAER QB HMG s ERREERN
WDz FHRHE) BB AT —MNFE=
A+t8-

RERZZEZRAFNA+ELABBH L BRE
R REBEZA AR ERERBEEARARR
REEH o ZETEIE TR EERIEZ10%RE
PREEE 18 - AIRIR AT BRI RN B AR AR B 1T
33,305,408 f& %15 ©

RZZETZRFNAZ+/ B ARFEETES
X 18 B 1% 133,300,000 15 BB 1 - &RATHE(E
0768 L (ANEE_TTRFNA =+ HHI
FEALEEBEBHARIMBRAREGZEAR
HRERAMBRMHZFHRTE) 3B AZZ
—AFAA-+HA - EREHEH-_TTRF
AAZ+/ B TFEEES-
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28 SHARE CAPITAL (continued)

Notes: (continued)

(a)

(b)

Share options of the Company (continued)
Options granted are vested as follows:

On 26 September 2005
On 26 September 2006

Up to 50%
Up to 100%

A share subdivision in the prior years has led to an
adjustment to the exercise price of the outstanding options
and the number of shares to be issued by the Company
upon exercise of the outstanding options. For share options
with exercise period from 18 March 2004 to 17 March 2014,
the number of shares to be issued by the Company upon
full exercise of such outstanding options immediately before
the share subdivision has been increased from 23,000,000
shares to 92,000,000 shares and the exercise price has
been adjusted from HK$0.374 to HK$0.0935 per share. For
share options with exercise period from 26 September 2005
to 25 September 2015, the number of shares to be issued
by the Company upon full exercise of such outstanding
options immediately before the share subdivision has been
increased from 33,300,000 shares to 133,200,000 shares
and the exercise price has been adjusted from HK$0.768 to
HK$0.192 per share.

On 2 January 2007, 43,000,000 share options were granted
to certain employees at an exercise price of HK$2.00 per
share (the average closing price of the shares as quoted in
the daily quotations sheets issued by the Stock Exchange of
Hong Kong Limited for the five business days immediately
preceding 2 January 2007) with an expiry date of 1 January
2010.

During the year ended 31 December 2009, 41,457,000
share options have been exercised and the weighted
average closing price immediately before the dates on which
the options were exercised was HK$3.62 per share. The
Group has no legal or constructive obligation to purchase
or settle the option in cash. As at 31 December 2009,
the Company had 1,000 share options outstanding. On 1
January 2010, 1,000 share options have been lapsed and
no share option of the Company was outstanding as at 31
December 2010.

Issue of new ordinary shares

On 12 May 2009, the Company entered into a subscription
agreement with two subscribers in relation to the
subscription by the subscribers at a price of HK$0.75
per share of an aggregate of 400,000,000 new ordinary
shares of HK$0.0025 each to be issued by the Company
pursuant to the subscription agreement. The subscription
consideration of HK$300,000,000 was settled by the
subscribers in cash and the subscription was completed
on 21 May 2009. Proceeds from the subscription would
be utilized for the development of 3G mobile value-added
solutions and services, mainly 3G mobile gaming in the
PRC; the development of payment operation services in the
electronic payment market in the United States of America;
and the development of financial solution and electronic
power meters and solutions outsourcing services; and the
remaining balance as general working capital of the Group.

28 BRA (&)

HistE - (%)

(a)

(b)

ARBZBRE(E)
B2 BREG BT -

RoEEAENA—+5H

BAFEZRMOIWEBAL RITEBRERAE
NEIRARITEBRIEETERS T HIT 2RO E
BEHFAR - TESHE_TETNF=/+ R
E-T-NE=ZA+LAZERENS  AQF
REBEREETRTERE TRIT2RME
B - © /28,000,000 f% 3% Z= 92,000,000 f% * M
TEERSR0.374B L E = 5% 0.0935 7
T ITERE —_EERFAR -+ ABE-Z
—RAFAR-TREBZERENS * ARFNE
PBRRRERETERBE TR ZRNEE B
133,300,000 A% 3% 2= 133,200,0000% - MmiT{EE
RER0.768 B LHREEFA0.1928 T ©

% 50%
&% 100%

R-BE+HE—A=-H  ARFAETFEEEY
43,000,00017 B I - 170 E A EX2.00/ 7T -
e -—FTT+F—A-AAEYEAE B
ERGERATE M 2 BERERMBIRG F
HEHE - N AE-—Z—TF—A—H -

HE-_ZZhAhF+-_A=+—BLFE"
41,457,000 7 BB B REFETT (£ - T 22 3% R A A
T A2 B dn It U (B R B A3.62/8 T °
7N 52 ) 30 M LA IR B 0 ol (N B AR 2 DR R ok
EREE -RZZETNF+_A=+—B ' RAH
A 1,000 BRERARTE - R_T—TF—
H—B 1,000 BRES R MR -F—F
i‘f—:ﬁ =+—A KRR LEHARITEZ B
E o

BRIOTHZER

RoZEAERA+—A  AQGERERES
RN RIERE - REARERBHRIZER0.75
BT 2 (BHEREES £ 400,000,000 J& 55 B A A A
BITERMEC.025 BT 2 LA - REH
LAZR & 2 143288 {2 300,000,000 7T * BER
BER-_ZEZNERA-T—BRK - REFRS
FIBWKAEETBEMEIGHIGERRTRR
R - EEAIGFHEEE  AIHERETIN
TSNS HBE RS MESRERATERTRE
FFEER MRS RINEIRTE - RHBEEEAER
EEZ—REBES -
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29 RESERVES
(a) Group

29 {#1E

(a) &&
Contributed
surplus
Share (Note(i)) Other Exchange Retained
premium EHBE reserves reserve earnings Total
BRE (HF0) HiEE ERRE KEERA &5t
HK$'000 HK$'000 HK$O000 HK$'000 HK$'000 HK$'000
FHIT FHAT FHT FHT FHT FHT
At 1 January 2009 R-ZZENFE—-B—A 548,330 168,434 21,204 82,022 371,397 1,191,387
Profit for the year FEEF - - - - 85,845 85,845
Issue of new ordinary BITH L mR
shares 298,880 - - - - 298,880
Disposal of 20% equity HE—RMBARZ20%
interest in a subsidiary P ﬂﬁiﬁ%ﬁl%fii
that does not result in losing B 8 X A4 o
control of the subsidiary - - 87,581 - - 87,581
Shares issued under share options REARDAIERE 2
scheme of the Company BTG 82,810 - - - - 82,810
Exchange differences arising BEBINEBAT
on translation of the financial gt
statements of foreign subsidiaries MEHERE - - - (347) - (347)
At 31 December 2009 RZZBEAE+=A=+—H 930,020 168,434 108,785 81,675 457,242 1,746,156
At 1 January 2010 R-Z-Z5—-H-A 930,020 168,434 108,785 81,675 457,242 1,746,156
Profit for the year FEHF - - - - 850,275 850,275
Issue of convertible preferred shares —FEM B R ET
by a subsidiary (Note 36) ARRE IR (M5 36) - - 407,354 - - 407,354
Acquisition of a subsidiary (Note 37(a))  WiE—RMBRR (it 37(@) - - 17,173 - - 17,173
Release of reserve upon disposal of HERBRRIFMEEZ
subsidiaries (Note 33(b)) BB (A2 33(b)) - - - (26,229) - (26,229)
Fair value gain on revaluation of available- E—H}i\ﬁﬁ BMEEZ
for-sale financial assets (Note 19) NFEEWE (A 19) - - 100 - - 100
Share of other comprehensive income of ~ fE{h— B & D F 2
an associated company (Note 21) Hih2mBA (Het21) - - - 134 - 134
Exchange differences arising BEEINNBAT
on translation of the financial BBHRRL
statements of foreign subsidiaries MR - - - 48,813 - 48,813
At 31 December 2010 R-Z—-ZF+=-A=+—H 930,020 168,434 533,412 104,393 1,307,517 3,043,776
Note: Hiat

(0

(i

The contributed surplus of the Group represents
the difference between the nominal value of the
ordinary shares and share premium account of Hi
Sun Holdings Limited (“HSHL”) acquired pursuant
to the group reorganisation (the “Reorganisation”)
on 17 October 2001 as set out in the circular to the
shareholders of HSHL dated 9 August 2001, over
the nominal value of the Company’s shares issued in
exchange thereof.

PRC companies are required to allocate 10% of the
companies’ net profit to a statutory reserve fund
until such fund reaches 50% of the companies’
registered capital. The statutory reserve fund can be
utilized upon approval by the relevant authorities, to
offset accumulated losses or to increase registered
capital of the companies, provided that such
fund is maintained at a minimum of 25% of the
companies’ registered capital. As at 31 December
2010, retained earnings comprise of statutory
reserve fund amounting to HK$62,841,000 (2009:
HK$100,812,000).
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AEBzEgRpERASHERERAT (S5

ZRDERFEAH R -ZZ—F/\ANAZAE
HPFE  RER -_ZE—F+ AT ERETZE
EEA(TEA DRz BB ERZ T BREE
KB EERR - EART I RG22 2 #EITRN
EEZERE -

PER R MABARRAFLEFR 2 10% 72 B 2 % [
BLEEZRBETEEZAREMEARZ50% -
EERBLEREERIERTAMNMOERE
BRIEMAAZEMER - EZRBESRIEARE
T%EQ/AETE\EHH%T$225%7}<3F R-_T—FF
TZA=Z+—H REBRANEHAEEREEE
62,841,000 7t (ZFTZT A4 : 100,812,000 7
JT) e
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29 RESERVES (continued) 29 & )
(b) Company (b) AAF
Retained
earnings/
(accumulated
Share  Contributed Other losses)
premium surplus reserves  RERBH/ Total
RGEE BEHER Hitlts  (RETER) At

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TEL TAL TAL TAL

At 1 January 2009 R-EENE-A-A 776,034 46,417 34,223 16,096 872,770
Loss for the year FEER - - - (68,820) (68,820)
Issue of new ordinary BOMLRER

shares 298,880 - - - 298,880
Shares issued under share REARTRERE

options scheme of the HEERLS

Company 82,810 - - - 82,810

At 31 December 2009 R=22AF+=A=+-H 1,157,724 46,417 34,223 (2,724) 1,185,640

At 1 January 2010 RZE-Z£-A-A 1,157,724 46,417 34,223 (52,724) 1,185,640

Loss for the year FEBR - - - (52,056) (52,056)

Fair value gain on revaluation of B AIEEESBEEL

available-for-sale financial assets A TEKE - - 100 - 100

At 31 December 2010 R-Z-Z%4+-f=+-H 1,157,724 46,417 34,323 (104,780) 1,133,684

Notes: B -

()  The contributed surplus of the Company represents () ARG ZEBBBIERESHMKEZHBE AR
the excess of the fair value of the shares of the R AFEEARDRFIL R B2 BT EE
subsidiaries acquired pursuant to the Reorganisation TEE. BIEREE— A N\—FEAFNE AT
over the nominal value of the Company’s shares EETERATHRESBS P EBEEREUARERER
issued in exchange thereof. Under the Companies Act EHE DI °

1981 of Bermuda, a company may make distributions
to its members out of the contributed surplus under
certain circumstances.
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30 TRADE AND OTHER PAYABLES 30 ENERRREMENSKIE
Group Company
F&EE EAYN
2010 2009 2010 2009

—F-%F “TTHF —B-FF “TINF
HK$000 HK$000 HK$000 HK$000
THE  TEr  TAR  TEx

Trade payables (Note (a)) FERTBRFR (B3 (a)) 251,749 201,782 - -
Other payables and accruals H e 5B R BT SRIE
(Note (b)) (Hiat b)) 203,771 161,620 25,655 11,557

455,520 363,402 25,655 11,5657

The carrying values of trade and other payables approximate their FERTBR X R E A JE B 2 BREERE AT ERS -
fair values.
Trade and other payables are denominated in the following FERTBR R R E AL FE( SRIB T A T A EHE5I(A -
currencies:
Group Company
rEE RAF
2010 2009 2010 2009
—E-TF —TTHhF ZT-FF ITTIF
HK$’000 HK$’000 HK$’000 HK$’000
FERT FAET FET FAET
HKD BT 31,873 26,843 25,655 11,557
RMB AR 423,647 336,295 - -
US Dollar ETL - 264 - -
455,520 363,402 25,655 11,657
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KA MBBRME

+ + .
30 TRADE AND OTHER PAYABLES 30 FEAIBRFR R H At FEAS FRIE ()
(continued)
Note (a): Hiit(a) -
Trade payables EARR
At 31 December 2010 and 2009, the ageing analysis of the trade RIEBE-—FTFER-_FEFTNF+_A=+—0H ENE
payables was as follows: KRBT -
Group
rEE
2010 2009
—E-EF ZETNF
HK$'000 HK$'000
FExT FAET
Current to 90 days HEFZE 90 H 199,090 180,642
91 to 180 days 91 & 180H 42,508 12,657
181 to 365 days 1812365 H 5,833 988
Over 365 days i@ 365 H 4,318 7,495
251,749 201,782
The credit period granted by the suppliers ranges from 0 to 180 BEEMR T 2EEHNF0E180H M -
days.
Note (b): Bzt o) -
Other payables and accruals HEBMARERETRE
Group Company
rEE AT
2010 2009 2010 2009
—E-TF —TTHhF ZT-FF ITTIF
HK$’000 HK$’'000 HK$’000 HK$’000
FET FAET FET FAET
Accrued staff costs and FEETE IR AN K
pension obligations RIAS R 62,156 62,824 6,169 9,500
Receipt in advance from customers B WENR F 7B 58,491 25,931 - -
Accrued subcontracting costs FEETHNEL KA 8,983 14,288 - -
Others e 74,141 58,577 19,486 2,057
203,771 161,620 25,655 11,657
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Notes to the Consolidated Finan

mE M RR MR =

31 BORROWINGS 31 B
2010 2009
—E-2F —ZTENF
HK$’000 HK$’000
FET FET
Current BNER
Short term bank loans — PRC, RAERITER — FE -
secured (Note) BHEW (HF) 22,490 -
Total borrowings ChE L 22,490 -
The balance was denominated in RMB. ERIIAARESIE -
Note: Mt -
The maturity of borrowings is as follows: ERZEIEAMT
2010 2009
—E-EF ZETNF
HK$’000 HK$’000
FExT FHBT
Within 6 months ANMEAR - -
6 months to 1 year NERE—F 22,490 -
22,490 -
The effective interest rates at the balance sheet date were as REERBZERMENT ¢
follows:
2010
—g-2x
% per annum
BE%
Short term bank borrowings EHEIRITIER 6.372%
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31

32

BORROWINGS (continued)

The carrying amounts of the borrowings as at 31 December 2010
were denominated in RMB.

As at 31 December 2010, banking borrowings of RMB19,000,000
(approximately HK$22,490,000) was provided to the Group which
was secured by the leasehold land and building of the Group
(Note 16 and 17).

As at 31 December 2009, banking facilities of RMB20,000,000
(approximately HK$22,600,000) was provided to the Group which
was secured by the leasehold land and building of the Group
(Note 16 and 17).

The carrying amounts of short-term borrowings approximate their
fair values.

DEFERRED INCOME TAX

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 taxes relate to the same
fiscal authority. The offset amounts are as follows:

31 B @)
RZZE—ZF+_A=+—H BXEAEUARE
BIl1E -

RZE—ZTF+_A=+—0 AEEERARY
19,000,000 7T (422,490,000 7T ) Z $RITIEE Thm A
SEAE LI REFERR (16 %17) ©

RZZETAhF+_A=+—80 AEEERARY
20,000,000 7T (49 22,600,0003&7T) 2 $RITEE Jh@HA
SEAE LI REFERR (16 %17) ©

CHEREERE A HERS

EIEFT 1S

EEET RN SRR AEERREHIE
aEEY  BEEFEHS KR8 B
B RSB S B4 E R A B E AR
# o EHSBMT -

32

2010 2009
—E-EF —EETNF
HK$’000 HK$’000
FET FHET
Deferred tax assets to be TZEAAKTEER 2
recovered within 12 months BREIEEE (648) (355)
Deferred tax liabilities to be TZEA AN 2
settled within 12 months RIERIAEEE 3,577 126
Deferred tax liabilities to be TR AEGRZ
settled after 12 months EEFHIBEAE 8,488 2,855
Deferred tax liabilities — net RIEIARE — #58 11,417 2,626

EENE(PR)ARQFE —2-—ZFFRK
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32 DEFERRED INCOME TAX (continued) 32 IEEFBH (@)
The movement in deferred tax assets and liabilities FRN - BERRIERDAR R 2 45 B EEHE
(prior to offsetting of balances within the same Bl RERHIBEERBGE 2 ZEHUNT ¢
taxation jurisdiction) during the year is as follows:
2010 2009
—2-2% —TTHE
Accelerated Accelerated
tax  Fair value tax Fair value
depreciation gains depreciation gains
IR E N Total  MRAFHE AF Total
e B Bt & ELE CHI
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
TERT TER TR TET FAT TR
Deferred tax liabilities EEHEEE
At 1 January R—A—H 126 2,855 2,981 87 6,870 6,957
Additions on acquisition KERBLAZ
of subsidiaries (Note 37) WE (Wits7) - 11,259 11,259 - - -
(Credited)/charged to BiReNER
consolidated income statement (3t A)/ 1k 282 (2,948) (2,666) 39 (2,112) (2,073)
Effect of change in tax rate RS E - - - - (1,908) (1,908)
Exchange realignment EHERE - 491 491 - - -
At 31 December W+ZA=+—H 408 11,657 12,065 126 2,855 2,981
2010 2009
—E-EF —TTNF
HK$’000 HK$’000
THxT FET
Deferred tax assets BELEBIRERE
At 1 January R—H—H (355) (316)
Credited to consolidated BiralamE
income statement A (282) (39)
Exchange realignment ME W (11) -
At 31 December Bn+=—A=+—H (648) (355)
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32 DEFERRED INCOME TAX (continued)

Deferred income tax assets are recognised for
tax losses carried forward to the extent that
realisation of the related benefits through the future
taxable profits is probable. As at 31 December
2010, the Group had unrecognised tax losses of
HK$389,214,000 (2009: HK$179,287,000) to carry
forward against future taxable income. These tax
losses have not been recognised due to uncertainty
of their future recoverability. The tax losses will
expire according to the prevailing tax laws and
regulations in the countries in which the Group
operates.

Deferred income tax liabilities of HK$24,821,000
have not been recognised as of 31 December 2010
(2009: HK$34,941,000) for the withholding tax and
other taxes that would be payable on the unremitted
earnings of the companies comprising the Group.

RATBERRME

32 WEMER &)

BEEFTSHEE DA ERBN B AR
HiEERBRFEE MRS o HIEEBE
EER - BE-_ZT—ZTF+_A=+—H"
REEZ RERBIIEEE R 389,214,000 /%8
T (ZEZTNAF : 179,287,000787T) » Al 45
B AR ERBIA - AR REEMETE L
MABIBE B D AR E - B AR
MFITEEE o WERHIEEE Z BB AREAR
SELEERCBABERBROIIME

WZZE-TF+-A=+—08  tA®AE
EE T AR B AREH BT BN TEINR &
H b B TB ME SRR E AT 15 B & & 24,821,000
BT (ZZETNE © 34,941,000 7T) ©
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33 NOTES TO CONSOLIDATED
CASH FLOW STATEMENT

(a) Reconciliation of profit before income

33 MEBELRERME

(a) BRATEBIANEFRZE (A EE

tax to net cash (used in)/generated from ZERRELHER
operations
2010 2009
—E-EF —ETNF
HK$’000 HK$’000
FER FHET
(Loss)/profit before income tax BRIFECEER 2
from continuing operations FTSFi AT (B518) s 7 (219,270) 43,683
Profit before income tax from BRI & BRI AR A
discontinued operation 1,122,573 100,083
Adjustments for: T
Depreciation of property, ME - BEMEREITE
plant and equipment 42,232 40,565
Depreciation of investment property BEMEFE 108 108
Amortisation of leasehold land A& £ 3 28 £ 1,078 1,094
Amortisation of intangible assets B A ESH 12,825 6,771
Gain on disposal of subsidiaries HEMB AR WG (966,028) -
Share of profit of an associated JEAL — I & R B E A
company (6,860) -
(Gain)/loss on disposal of property, HEME  BELEE
plant and equipment MEELHZ
and leasehold land (=), B8 (4,989) 107
Provision for impairment of trade FEWERFOR B R
receivables 9,734 689
Write-back of provision for impairment & U BR 2 (B 1 {8 % [
of trade receivables (1,277) (3,330)
Provision for inventory FERE 523 4,639
Impairment of goodwill EEEAE 29,593 -
Interest income MEMKA (10,900) (7,598)
Finance costs BhE A A 473 464
Operating profit before HEESEPHI KL
working capital changes i ) 9,815 187,175
Increase in long-term deposits REZSEM (1,596) -
Increase in inventories FEEM (133,669) (2,034)
(Increase)/decrease in trade JFEE LT B 5% B L R SRR IR
and other receivables, A RE RIES (M), W
prepayments and deposits (179,737) 94,996
Increase/(decrease) in financial assets & A {ExT AJG FskE1E 2 & &l
at fair value through profit or loss BELMCRD) (12,406) 39
Decrease in amount due from JEW — KB~ R FRI8
a related company e - 1,176
Increase in trade and other payables &1+ BR 30 K Eo b FE (< FRIBHE 0 258,094 23,180
Cash (used in)/generated from e (R, EE
operations ZHe (59,499) 304,532
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33 NOTES TO CONSOLIDATED

33 ZKERERERMT

CASH FLOW STATEMENT (continued)

(b) Net cash outflow in respect of disposal of

subsidiaries

(b) HEMBARZRERHFE

20 December 2010

—E-EF
+=A=+H
HK$’000
FHET
Consideration received: 2R ME :
Interest retained by the Group REERBEE QT
as an associated company ZHEm (HiE21)
o NOte 2T ) 1,278,720
Analysis of assets and REEFIEZEER
liabilities over which control BB
was lost:
Property, plant and equipment M - WE &EE 11,301
Leasehold land ME i 231
Inventories FE 144,555
Trade and other receivables, JFE U5 B % K EL Ath B USRI
prepayments and deposits AN RIE MRS 348,211
Restricted cash ZRHIIRE 2,846
Cash and cash equivalents ReERHASEZEEY 281,907
Trade and other payables JE AT BR 3 I EL At PR A< IR (194,140)
Taxation payable JET IR (24,654)
Net assets disposed of | EHREEESE ... 570257
Non-controlling interests SRR
(including release of reserve) (BIEEE R 231,336
Release of reserve upon HEMBARMEEZ
disposal of subsidiaries b AR R 26,229
Gain on disposal of subsidiaries HERK BT 2
(Note 38) (Ff17E38) 966,028
Net cash outflow arising from HEMBARZEE
disposal of subsidiaries TR
Cash and cash equivalents disposed B HER & MRS EEY 281,907

EENE(PR)ARQE —2-—ZFFRK
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33 NOTES TO CONSOLIDATED
CASH FLOW STATEMENT (continued)

(c) In the cash flow statement, proceeds from
sale of property, plant and equipment and
leasehold land comprise:

33 KERERERMT @

(c) REERERRK HEWE BER
BREREETHABREQOT

2010 2009
—E-2F —EENF
HK$°000 HK$’000
FET FH&T
Net book amount (Notes 16 and 17)  BRENFE (Hat 16 % 17) 8,211 1,947
Gain/(loss) on disposals of REFELEERN
property, plant and equipment ERIEREER
and leasehold land from continuing ZEYE - BE
operations and discontinued wELHEE LM
operation 2 Wz, (E18) 4,989 (107)
Proceeds from disposals of HEME - BE KRB
property, plant and equipment NIEE TS IE
and leasehold land 13,200 1,840

34 CONTINGENT LIABILITIES

As at 31 December 2010, the Group and the
Company had no material contingent liabilities

(2009: Nil).

34 HAREE
RZE—ZTF+_A=+—H0 XEHFREK
NAWEEAFARBE(ZZZTNF | £) -
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35

36

OPERATING LEASE
COMMITMENTS

At 31 December 2010, the Group had future
aggregate minimum lease payments under non-
cancellable operating leases as follows:

5 REFHLOFRIE
%:;—?$+—H:+—E'$El%$
ARG EHNIBE T ARRFERERRK
wmuL

Land and buildings

T REF

2010 2009

—E-2F —EENF

HK$’000 HK$’000

FET FET

Not later than one year TER—F 20,514 15,430
Later than one year and BR—F - BETE

not later than five years RAF 28,921 6,617

49,435 22,047

TRANSACTION WITH NON-
CONTROLLING INTERESTS

On 24 December 2009, the Company and Wise
World Group Limited, an independent party (the
“Subscriber”) entered into a conditional subscription
agreement, pursuant to which Success Bridge,
a then wholly-owned subsidiary of the Company,
shall issue and the Subscriber shall subscribe for
600 convertible preference shares of US$0.001
each in the share capital of Success Bridge (the
“SBL Preference Shares”) at a total consideration of
US$60 million (equivalent to approximately HK$465
million) (the “Subscription”). The SBL Preference
Shares represent 6.0% of the issued share capital of
Success Bridge as enlarged by the Subscription.

The Subscription was completed on 29 January
2010.

36 EFERERZ RS

RAFIEEE =7 Wise World Group
Limited ([RBBADR_ZEZNF+ A
ZTWBARIBGRERERR - B AR
A& 2 2 &ME A F Success Bridge A

171 R 8 A ZE7R 88 600 % Success Bridge
AT G HXETE0.0M XL Z AR B ST
<FSBL%5'EH§J> + #8 X {8 /& 60,000,000 %
T (B%E ’7465000000,%7c>(fa B=
7)) e SBME?EHXESucceSS Bridge &£ 3R 8
FIEBE ARG 2 D EHITIRAE6.0% °

REEHECA=T—

o

ZFE-AZFTHhAE
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36 TRANSACTION WITH NON-

CONTROLLING INTERESTS

(continued)

As a result of the issuance of the SBL Preference
Shares, the Group’s shareholding in Success
Bridge has been diluted to 94%. An amount of
HK$407,354,000, being the difference between the
net proceeds received from the issuance of the SBL
Preference Shares after deducing the transaction
costs and the amount transferred to non—controlling
interests of HK$55,440,000, has been recognised
directly in equity.

In accordance with the subscription agreement,
depending on the net profit of Success Bridge in
2010 and subject to certain conditions specified
in the subscription agreement, the Company may
need to transfer up to 3% additional SBL Preference
Shares to the Subscriber or the Subscriber may
need to return up to 2% SBL Preference Shares
to the Company. The amount is recognised as a
financial liability at fair value through profit or loss
in the Company's balance sheet. The fair value
is calculated by Binomial Option Pricing Model.
Presented below is the movement of the balance
during the year.

36 HEFERERZRS (1)

HREEITSBLELR - AEBE M Success
Bridge < M # B # 58 £94% - ¥ {TSBL
BERBRMDAE ZAERBFR(CHNR
ROGEAR) AEREFITRER B
55,440,000,8 7T 2 Z#E 407,354,000 L2
BEEREZPHER -

BEREHZE  ARRAJREFRREHEE
E 3% BEINSBLELRRMNRES TR
MARNBSREZE2%SBLELKRMK G - 8T
Success BridgeR —E — T F /4 F| &R
WEFTAME TIRRME « ZeBNARF]
BEEBBRIPERAL A FER A& F S E
Bremald AFENUA-BXHETE
RAFE - TXEINFANGEHES -

Company

KAT]

2010

—E-2F

HK$°000

THET

At 1 January n—H—H -

Additions NE 10,617
Change in fair value during FRARAFEEE

the year 7,528

At 31 December R+—A=+—8 18,145
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37 BUSINESS COMBINATION

(a) Acquisition of Mega Hunt Investments

Limited

On 26 January 2010, a then wholly-owned
subsidiary of the Company, New Concept
Services Limited (“New Concept”), entered
into a sale and purchase agreement with two
independent parties (the “Mega Hunt Vendor”
and the “Guarantor”), pursuant to which Mega
Hunt Vendor agreed to sell and New Concept
agreed to purchase the entire issued share
capital of Mega Hunt Investments Limited
(“Mega Hunt”) for a consideration of 25 new
shares of New Concept. The new shares
represent 20% of the issued share capital of
New Concept as enlarged by the allotment and
issue of shares.

The acquisition is expected to enhance
the Group’s research in relation to PLC
technology, a low voltage power line carrier
wave communication technology, with a view to
developing PLC modules into the development
of the Group’s electronic power meters.

The acquisition was completed on 5 March
2010.

There was no revenue recognised by the
acquired business for the period from 5 March
2010 to 31 December 2010. The acquired
business recorded net loss of HK$1,626,000
for the Group for the period from 5 March
2010 to 31 December 2010. There would be
no significant financial impact on the Group’s
revenue and net loss for the period had the
acquisition occurred on 1 January 2010.

Details of the purchase consideration, the net
assets acquired and goodwill were as follows:

37 ¥4 6t

(a)

1% Mega Hunt Investments Limited

RZE—ZTF—F=+"H ' AR
ERC EEWNBA T?FﬁE'JHEF&ﬁBE
Al([¥ral]) M & B A+ ([Mega
HuntZ2 57 1) R(TERADEIZE
W Bt Mega Hunt= 75 [
BEHEMIEREEEMega Hunt
Investments L|m|ted ([Mega Hunt])
EHEEITRAR - KB R 25BN EIF
B&AD o 3 AR D15 37 8l A Bl 3% R B AT AR
MIEAR 2 EHEITIRAN 2 20% °

TEEZWE MR A EEHFHEPLCH
fir (KBERE RS KBE R 2o
T UNBREPLCHEGAARNEBEEA:
BEMm-°

ZBWEER-_T-TF=ARHATK
B-_ZE-ZEF=-ARHE_Z—ZTF
TZA=1+—HHHE UEEIWE

¥ 2BRA-BZFE—ZTF=AH
HE-_Z—ZF+_A=+—HH
M WEBEBAEAEBHE @ﬁ%
1,626,000 7T ° WA ZWER_-F
TF-—H—HET THAREEE
RNBRARFEBELEERYBHE -

BERE FREEEFEREE
HEWT

HK$’000

FETT

Fair value of shares issued BEEITRD 2 AFE 108,215
Total purchase consideration BEREH#ZE 108,215
SN (PR ERAR —E—ZFFR



Notes to the Consolidated Flnan

R M B KM

37 BUSINESS COMBINATION (continued) 37 EBEH

(a) Acquisition of Mega Hunt Investments (a) Ui Mega Hunt Investments Limited
Limited (continued) (%)
The assets and liabilities as of 5 March 2010 RZE—ZTF=AFA WBELZ
arising from the acquisition were as follows: BENBENOT
Acquiree’s
carrying
amount
Fair value WUEE A
A¥E ZIRHEE
HK$'000 HK$’000
FAET FHET
Cash and cash equivalents RehBE2EED 100,000 100,000
In-progress technology T R Bl
(included in intangible assets) (FFAEBFEEE) 6,094 -
Deferred tax liabilities RIERIAE & (914) -
105,180 100,000
Goodwill (included in EES
intangible assets) (GtABREE) 3,035
Net cash inflow arising WEEEZ
on acquisition RERARE
Cash and cash equivalents FTEEM B AR 2
in subsidiary acquired ReME2EHED 100,000
Net cash inflow arising on WHBEEX ZRERA
acquisition HEE 100,000
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37 BUSINESS COMBINATION (continued)

(a)

(b)

Acquisition of Mega Hunt Investments
Limited (continued)

The goodwill is attributable to the synergies
expected to arise after the Group’s acquisition
of the subsidiary. None of the goodwill recognised
is expected to be deductible for income tax
purpose.

As a result of this acquisition, the Group’s
shareholding in New Concept has been diluted
to 80%. An amount of HK$17,173,000, being
the difference between the fair value of shares
issued and the amount transferred to non-
controlling interests of HK$91,042,000 has
been recognised directly in equity.

Acquisition of JIM Holdings International
Company Limited

On 19 March 2010, a subsidiary of the
Company, Success Bridge Limited (“Success
Bridge”), entered into a sale and purchase
agreement with several independent third
parties (the “JIM Vendors”), pursuant to which
the JIM Vendors agreed to sell and Success
Bridge agreed to purchase the entire registered
capital of JIM Holdings International Company
Limited, a company incorporated in British
Virgin Islands, and its subsidiaries for the cash
consideration of US$22,000,000 (approximately
HK$171,600,000).

The acquisition allows the Group to strengthen
its payment solutions and services business in
the PRC.

37 ¥ 86t@

(a)

(b)
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18 Mega Hunt Investments Limited
(%)
HEEAEEWENEAREEHRE
EZHRABEER -  SIEEHERAERE
TEER RSt B FT1S Bl T LAFIRR -

MR ZWE  NEBRIE 2 RS
SEE80% - BEITRMH AT EEE
B E AR 2 £ 5891,042,000%8
TLZ Z¥17,173,000 8 LB B & R
PR o

WRETEREBRARAF

RZZE—ZFF=A+NB ' AQ7
BfE/A A Success Bridge Limited
([Success Bridge|) B T 5 =
F(#BTERIINEE RS - Bitt
HTEHREHE M Success Bridge
FEBEATEREBRBER AT (R
EEBEZESHMKIzAR) KA
MEBA AR 228 FMER  ReRE
/#22,000,000% 7t (%7 171,600,0007%
JL) e

AW B EAEEIRRENFE 2
HERNIRIGHET
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37 BUSINESS COMBINATION (continued) 37 ¥ 86t@
(b) Acquisition of JIM Holdings International (b) WBATERBEBRERAR (&)

Company Limited (continued)
The acquisition was completed on 29 March
2010.

The acquired business contributed revenues of
HK$5,620,000 and net loss of HK$9,516,000
for the Group for the period from 29 March 2010
to 31 December 2010. If the acquisition had
occurred on 1 January 2010, the consolidated
revenue from continuing operations of the
Group for the year ended 31 December
2010 would have been HK$903,523,000 and
consolidated profit for the year would have

ZWEE R
FERK °

—EF=A-TAhHAH

BT ZEF=A-_+hBE_Z—
TFE+_-_A=Z+—BHE - WBEXK
ARNEE T ENRA 5,620,000 7T K F
E5189,516,000 87T Wz BN =
T-—TF-F— AT AIAEEH
zéé:%—ﬁiJr—ﬂ:Jr—EutEF*
ZREFELCEEG 2 EZEWAER
903,523,000/%75&¢W$é7‘ru/F'sﬁz%
876,929,000/ 7T °

been HK$876,929,000.

Details of the purchase consideration, the net BERE FIURBEEFELAEEZ
assets acquired and goodwill were as follows: HIBWT -
Purchase consideration: BERE:

HK$’000

FET

Cash paid EfRE 171,600

Total purchase consideration BEREALRHE 171,600
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37 BUSINESS COMBINATION (continued) 37 EXE/tw)

(b) Acquisition of JIM Holdings International (b) WEBHTEREBRERAT (&)
Company Limited (continued)
The assets and liabilities as of 29 March 2010 R-ZZE—ZF=A_+hB WEE
arising from the acquisition were as follow: HErEERBERT :
Acquiree’s
carrying
amount
Fair value U A
NTE ZREE
HK$’000 HK$’000
FHET FET
Cash and cash equivalents ReELFCEEY 23,084 23,084
Property, plant and equipment ME -~ BEMEE 1,988 1,988
Other current assets HiRBEE 6,317 6,316
Other current liabilities HimEh e’ (6,974) (6,974)
Patents (included in =7
intangible assets) (FrAERREE) 155 -
Customer contracts BPE&R
(included in intangible assets) (FtABFEE) 41,226 -
Deferred tax liabilities EERIEEE (10,345) -
Fair value of net assets EEFEATHE 55,451 24,414
Goodwill (included in intangible assets) HEGIAEBEEE) 116,149
Net cash outflow arising on acquisition WEEE2RSREFE
Purchase consideration settled in cash NReHECHENRE 171,600
Less: cash and cash equivalents o FTEH B AR 2
in subsidiaries acquired ReELBFEEY (23,084)

Net cash outflow arising on acquisition

WEEEE 2 RE R FEE 148,516
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37 BUSINESS COMBINATION (continued)

(b) Acquisition of JIM Holdings International
Company Limited (continued)

The goodwill is attributable to the synergies
expected to arise after the Group’s acquisition
of these subsidiaries. None of the goodwill
recognised is expected to be deductible for
income tax purpose.

The fair value of trade and other receivables was
HK$5,728,000. This included trade receivables
with a total fair value of HK$1,245,000. The
gross contractual amount for these trade
receivables was HK$1,245,000.

38 DISCONTINUED OPERATION
Upon the completion of the Spin-Off, the effective
interest held by the Group in PAX Global reduced
from 60% to 44.4%. This has resulted in the Group
losing control over PAX Global and PAX Global is
accounted by the Group as an associated company
since 20 December 2010.
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38

¥XKaette
(b) WBHETEZERBERERAR (&)

BEDEAEEWEZ SN E QAR
BHELZHRMEGR - HEDE
REEFRERE R EEHRE T A

EWEREEMERREBE L AFE
#5,728,0008 0 BIEBEANFEE
1,245,000 8 7T 2 FEW AR K » 2 F R
BRZ B 4IHE%EE A 1,245,000 7T °

ORI REERK

TROFE  NEEFEERRRCERE
WHE0% M E44.4%  WEHLEBEIR
HoEbE e AERKBE-ZE—ZTF+-H
“tHREAEEEREE ATSIEE -



38 DISCONTINUED OPERATION

(continued)

38 CRIEEEER &)

For the period

from 1 January Year ended
to 20 December 31 December
2010 2009
H-Z—ZF HE
—HA—HZ& —ETNF
+=ZA=+—H +=-ZA=+—H
1EHARS HFE
HK$’000 HK$’000
FET TFET
Results of the discontinued ERIEREEREE
operation:
Revenue WA 687,458 492,942
Cost of sales & AR (407,692) (300,082)
Gross profit EAH 279,766 192,860
Other income RN 18,017 10,479
Selling expenses HERM X (72,504) (59,083)
Administrative expenses THE A (68,734) (43,744)
Operating profits K i 156,545 100,512
Finance costs B R AR - (429)
Profit before taxation B 750 B A 156,545 100,083
Taxation BB (26,097) (15,532)
Profit for the period/year R,/ RE F 130,448 84,551
Gain on disposal of subsidiaries HENRB AR ZW R 966,028 -
Profit from discontinued operation T IL&& £ ER 1,096,476 84,551
Profit from discontinued operation JEIEE R IERE X RN
attributable to:
— Equity holders of the Company —ARRRERFEA 1,041,256 49,182
— Non-controlling interests — FEE R 55,220 35,369
1,096,476 84,551
Cash flows from discontinued ERIEREERZEESR
operation:
Net cash inflow KBRS RAFRE
from operating activities 35,641 150,964
Net cash outflow from KEEES 2B RLFRE
investing activities (3,392) (2,571)
Net cash outflow from BMEEES 2B MLFRE
financing activities (1,106) (15,837)
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39 RELATED PARTY 39 BEARS
TRANSACTIONS
As at 31 December 2010, Rich Global Limited R—ZZEE—ZFF+=-A=+—8"Rich
(incorporated in British Virgin Islands) owns 23.08% Global Limited (R HRE R Z B S )
of the Company’s shares. The remaining 76.92% of HH NN F)23.08% M0 - 88 ~76.92% %150
the shares are widely held. HARALTHEA -
(a) Transactions with related parties during (a) FREBMEFIRS :
the year:
The Group has no significant transaction with AEBRFAMEBERNERBEAIR
related parties during the year (2009: Nil). S5(ZETNF - ],) -
(b) Key management compensation (b) FEEBEASHE
During the years ended 31 December 2009 HE_ZETNEFER_ZT—ZF+_HA
and 2010, key management compensation —+—BItFE TEEEAEFHE
is equivalent to the Directors’ emolument as HERHEOMEECESTME -

disclosed in Note 9.
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40 SUBSEQUENT EVENTS

(a)

(b)

Acquisition of Merchant Support Co., Ltd
On 11 January 2011, the Company entered
into a sale and purchase agreement (the
“Agreement”) with an independent third party
(the “Vendor”), pursuant to which the Vendor
agreed to sell and the Company conditionally
agreed to purchase the entire issued share
capital (the “Sales Share”) of Merchant Support
Co., Ltd. (“Merchant Support”), a company
incorporated in Japan, and the Sales Claims,
which comprise (i) the Loan Claims (which
represent the Vendor’s loan claims against
Merchant Support and Merchant Capital
Limited (“Merchant Capital”) under certain loan
agreements between the Vendor and Merchant
Support or between the Vendor and Merchant
Capital which remain outstanding as at three
Business Days before the Completion Date);
and (i) AM Claims (which represent the Vendor’s
right to demand payment of remuneration
incurred until the Completion Date (inclusive)
under the cost reimbursement agreement
between the Vendor and Merchant Support);
for the consideration of JPY1,258,370,841
(equivalent to approximately HK$118.3 million),
subject to adjustment. Subject to fulfillment
or waiver of the conditions stipulated in the
Agreement, completion shall take place on a
date on or before 15 July 2011 to be agreed
by the Company and the Vendor, failing which
completion shall take place on 15 July 2011.

Exercise of over-allotment option of PAX
Global Technology Limited

On 12 January 2011, the over-allotment
option as detailed in the prospectus of PAX
Global dated 8 December 2010, an associated
company of the Company, was partially
exercised by the global coordinator of the
Global Offering of PAX Global. PAX Global
issued an aggregate of 37,728,000 additional
shares at Offer Price and the Company’s
interest in PAX Global was reduced from 44.4%
to approximately 42.8%.

40 FHHEREE

(a)

(b)

W B% Merchant Support Co., Ltd
RZE——F—A+—H  KNAAH
—BUYFEF=AFUEBEAFDILEEW
=([HED B BAREHER
RNAR B GHH R EEE Merchant
Support Co., Ltd.([Merchant
Support]) (—fER BARFMEKZZ A
)2 BTRA(HFERN])
NERFERRE - FERREBRE()
ERERRE(BIREE T EMerchant
Support=t E J5 8 Merchant Capital
Limited ([ Merchant Capitall)) &Iz
ZEAETERHZ  REKBHR=
BAEXBEARNMAEEZERY
Merchant Support & Merchant Capital
EHERRZBRRE) k(i) AMRER
(BNiR#E = 77 B Merchant Supporta]
YZEBREERE ERXZMNEERT
KBE(BEZB) 2Me 2 #R) -
X & £1,258,370,841 H Bl ( # & ¥
#7118,300,000 % 7T ) (AI R & T LA G
B) o SR ER K RIE
BR-_E——FtA+HEBEHZAE
R(BERRAIEE F W) » IREE
WEABER _E——FtEATHAR
B o

TEEERRBEERATZEEE
iR

RZE——F—A+=-B BERX
(KRRl E R R BAZS—F
FTZANBZHERERPRMZHE
HILKRE BEEREEREE LS
HBAABLDITE - BERIRILRESE
B3 17421 37,728,000 B BB SN 1D
MARNBIRBEBRKZ ERH44.4%
AL EH42.8% o
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Summary Financial Information

MBEERRE

A summary of the published consolidated results and of A RKEZBRRR RIREREREY AR E

the consolidated assets and liabilities of the Group for EBRERARMBEEEAMGEXEREREGEE
the last five financial years, as extracted from the audited HEESENT

financial statements and restated as appropriate, is set

as below:

Year ended 31 December

BETCAZT-BLEE
2010 2009 2008 2007 2006
og-8f TIhE ZEINE RRHE ZEE0
(Restated) Restated) (Restated) (Restated)
(&51) (E31) (&5) (&51)
Discontinued Discontinued Discontinued Discontinued Discontinuing
Continuing ~ operation Continuing  operation Continuing ~~ operation Continuing  operation Continuing ~ operation

operations BALE Total ~ operations BRI Tota operaions  BAL Total  operations BEE Total  operations BRI Total
KEfE  gexy @it RpEEE mExR o BESE BERR o BREE  EEER B REEE HEER 5t
HKS000  HKS'000  HK$'000  HKS000  HKS000  HKS000  HKS'000  HKSO00  HK§'000  HKS000  HKS0  HKS000  HKS000  HKS'000  HKS'000
Thn  TBn  TEn  TEn  TEr  TEn  TEn  TEr TEnr TEr TEr TEr TEr TEr TEn

Results 25

Proft/loss) attributable g5 A (S
to equity holders #H/(B8) (190,981) 1,041,256 850,275 36,663 49,182 85,845 29,500 84850 114350 128250 56,026 184,276 [ 105585 28015 133,600

Assets and liabilities  EEREE

Total assets aZE 3,657,369 - 3657369 | 1752603 965,707 2318330 | 1178467 490,149 1668616 | 1133106 357630 1400745 680272 157838 847,110
Total abilties B8 (489,563) - (480,563)| (209908  (142646)  (402,554) (252,308)  (151639)  (403.047)| (266444) - (134441)  (389.885)| (82595 (84843  (167,43)

Capital and reserves AR FEREEA
attributabletothe  EERAREE
Company's equity
holders 3,050,460 - 3,050,460 | 1,668,227 84613 1752840 926,160 270807 1196967 | 876289 178558 1,054,847 [ 606,677 729% 679672
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