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Directors and Senior Management
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As at 5 March 2015, the date of the Report of the Directors, the
biographical details of the Directors and the senior management of the
Company are as follows:

BOARD OF DIRECTORS

Executive Directors

CHEUNCG YUK FUNG Chairman

Mr. Cheung, age 68, 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 (the “Stock Exchange”), namely Founder Holdings Limited, and
has work experience in international trade, finance, asset management
and strategic planning. Mr. Cheung was honoured with 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.

KUI MAN CHUN Chief Executive Officer

Mr. Kui, age 48, is the Chief Executive Officer and an Executive
Director of the Company. He graduated from Peking University in
the PRC with a master’s degree in international relations and has over
24 years of experience in the information technology industry and
investment activities. Mr. Kui is also the chairman, chief executive
officer and a director 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.

XU WENSHENG

Mr. Xu, age 46, is an Executive Director of the Company. He graduated
from the Dalian University of Technology with a bachelor’s degree in
computer science and engineering. Mr. Xu is also a director of HSL.
Prior to joining the Group in 2003, Mr. Xu was the president of a
system integration company and has extensive experience in computer
systems integration of the financial industry.

LI WENJIN

Mr. Li, age 51, is an Executive Director of the Company. He graduated
from Peking University in the PRC with a master’s degree in law. He
has over 24 years of experience in investment and administrative
affairs. Mr. Li is also a 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 associated
corporation of the Company, since 24 February 2010.
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Directors and Senior Management

XU CHANG JUN

Mr. Xu, age 48, is an Executive Director of the Company. He
graduated from Peking University in the PRC with a master’s 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 24 years of experience in corporate management of enterprises in
Hong Kong and the PRC.

Non-Executive Director

CHANG KAI-TZUNG, RICHARD

Mr. Chang, age 60, is a Non-Executive Director of the Company.
Mr. Chang graduated from the University of Texas at Austin with a
bachelor’s degree in Statistics and Operations Research. Mr. Chang
possesses more than 20 years of experience in electronic payments
industry in Southeast Asia, Japan and the Great China. Mr. Chang
was the Senior Vice President, Global Clients APCEMEA of VISA
Inc. (“VISA”) in Singapore. He was previously VISA’s Greater China
General Manager, Japan General Manager, and senior country
manager for Singapore, Thailand, the Philippines and Indochina. He
joined the Group in 2009.

Independent Non-Executive Directors

TAM CHUN FAI

Mr. Tam, age 52, 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 a member
of Chartered Financial Analyst and has over 24 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 of which are listed on the Main Board of the Stock
Exchange. He joined the Group in 2004.

LEUNG WAI MAN, ROGER

Mr. Leung, age 58, is an Independent Non-Executive Director of the
Company. He obtained a bachelor’s 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, a company listed on the Stock Exchange. He joined
the Group in 2004.
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Directors and Senior Management
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XU SITAO

Mr. Xu, age 51, 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 Economist and partner of Deloitte China. He was
the chief representative of China of the Economist Group and a director
of Advisory Services (China) of Economist Intelligence Unit from
2004 to 2014. 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. Shen Zheng, Mr. Yang
Xiao Dong, Mr. Li Wei, Mr. Zhao Yue Hui and Ms. Hui Lok Yan were
the Company’s senior management.

SHEN ZHENG

Mr. Shen Zheng, age 43, is the president of B/ T ERAF]
(“SXF”). He graduated from Beijing University with a bachelor’s degree
in Information Management Studies. He joined the Group in 2002.
He has over 20 years of experience in financial software and payment
industry management.

YANG XIAODONG

Mr. Yang, age 41, is the president of Beijing Hi Sunsray Information
Technology Ltd. He graduated from Beijing University of Posts
and Telecommunications in the PRC, with a bachelor’s degree in
Engineering. He joined the Group in 2000 and has over 15 years of
experience in corporate management.

ZHAO YUE HUI

Mr. Zhao, age 50, is the chief executive officer of Hangzhou PAX
Electronic Technology Limited. He graduated from Zhejiang University
with a bachelor’s degree in engineering, and received a master’s
degree in engineering from Tongji University. He has over 14 years of
experience in corporate management. He joined the Group in 2000.

HUI'LOK YAN

Ms. Hui, age 36, is the Group Financial Controller and Joint Company
Secretary of the Company. She graduated from the Chinese University
of Hong Kong with a bachelor’s 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 in
2007, she was a manager of an international public accountancy firm.
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Dear Shareholders,

Year 2014 is another remarkable year to Hi Sun. During 2014, the
consolidated revenue amounted to HK$1,529.2 million, representing
an increase of 18% from 2013. Such increase was mainly contributed
by the payment processing solutions segment and financial solutions
segment which recognised approximately 18% and 50% growth in
turnover during the year respectively. Segmental EBITDA (before
impairment of intangible assets and property, plant and equipment
and unallocated item) totaled HK$82.0 million as compared to
HK$81.9 million in 2013. Profit for the year totaled HK$401.2 million
as compared to HK$26.6 million last year. Apart from the factors
discussed above, the increase in net profit was mainly caused by
increase in share of profit of investments accounted for using the equity
method by HK$26.3 million and various investment gains, including
(i) HK$304.0 million on disposal of 80,000,000 ordinary shares of
PAX Global Technology Limited (“PAX Global”); (ii) gain of HK$126.4
million on disposal of available-for-sale financial assets; and (iii) gain
of HK$51.7 million on disposal of a subsidiary, while partially net off
by dilution of interest in PAX Global amounted to HK$52.8 million
and a one-time impairment loss on intangible assets and property,
plant and equipment of HK$69.5 million of our electronic power
meters and solutions segment during the year.

With regard to our balance sheet, the total assets as at 31 December
2014 amounted to HK$4,110.8 million, as compared to HK$3,576.4
million as at 31 December 2013. Among of which short-term bank
deposit and cash and cash equivalents amounted to HK$1,988.7
million, accounting for 48.4% of the total assets. Interest in PAX Global
amounted to HK$1,370.4 million, accounting for 33.3% of the total
assets.

With regard to our payment processing solutions segment, whilst
reformation process required by the relevant regulatory bodies is still
in progress, the acceptance of new merchants will be resumed upon
passing of inspection. Segmental turnover amounted to HK$472.9
million, 18% up as compared to last year. Segmental operating profit
(before share option expenses and impairment loss) amounted to
HK$28.6 million as compared to HK$19.9 million in 2013. During
the year, we have granted certain options to its management team
as a recognition to their contribution and motivate them to continue
to contribute to the success and long term development of the
payment processing solutions segment. As a result, HK$27.3 million is
recognized as an expense in 2014. Looking forward, we will endeavor
to further expand our operations in Mainland China, and strengthen
our compliance and risk control measures to provide a better
foundation for future development.
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Letter from'the Board
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Financial solutions segment reported turnover of HK$407.0 million
in 2014, an increase of 50% as compared to last year. Segmental
operating profit amounted to HK$21.3 million, a 85% up as compared
to 2013. Increase in segmental revenue and segmental operating
profit is given to our persistent assertion of creating more stable,
sustainable and recurring income streams and development projects
on cross-industry solutions in prior years. Looking forward, we will
extend our edge to financial payment solutions and other outsourcing
opportunities with a view to broaden the scope of our financial
solutions business.

2014 is a challenging year to our electronic power meters and
solutions segment given the keen market competition and ever
changing technology demands. Segmental turnover amounted to
HK$326.7 million, as compared to HK$310.9 million last year.
Segmental operating loss amounted to HK$94.9 million, as compared
to a segmental operating loss of HK$11.7 million in last year.
Such loss was mainly attributable to decline in gross profit margin,
additional resources allocated to R&D and sales and marketing efforts
on tendering and one-time non-cash impairment charge against the
goodwill and property, plant and equipment totalling HK$69.5 million.
Various measures have been implemented by our management team
including strict cost controls and better operation effectiveness with a
restructure of the existing sales and R&D teams.

Telecommunication solutions segment recorded turnover of HK$197.7
million, which is comparable to 2013. Segmental operating profit
amounted to HK$10.1 million as compared to HK$13.6 million
in 2013. Currently, the provision of nationwide IVR platform and
related services to China Mobile continues to be the major revenue
contributor of this segment while additional resources were placed to
cloud communication platform and multi-function communication
applications for commercial use.

During the year, payment platform solutions segment recorded
turnover of HK$108.1 million, an increase of 5% as compared to
2013. Segmental operating profit amounted to HK$19.3 million as
compared to HK$23.4 million in 2013. More resources are devoted
to development of innovative mobile internet value added services.
Going ahead, we expect that we will also benefit from China Mobile’s
unceasing input into its mobile payment business especially with the
launch of new 4G technology in December 2014.
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Combined with our strong financial position, management will remain
focused on financial and operation disciplines and take hold of various
opportunities for the Group’s business growth in 2015. 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 of the Board

Cheung Yuk Fung
Chairman

Hong Kong, 5 March 2015
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Financial Review
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HI SUN TECHNOLOGY (CHINA) LIMITED

CONDENSED SEGMENT RESULT ANALYSIS
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EBITDA
(before impairment of
intan%ible assets and property,
plant and equij)ment)

Turnover EBITDAGHIBREF B E LUK
£ W - BERRERER)
2014 2013 2014 2013
—Z-mFE = C—ZT-MF =ZT—=F
HK$'000  HK$'000  HK$'000  HK$'000
TER FET TER FET
Payment processing solutions IR GRIBHATT R 1 472,904 399,521 40,313 36,780
Financial solutions ERMBATR 2 408,530 272,784 25,818 13,942
Electronic power meters and solutions BT EEMMRBARR 3 326,666 310,924 (17,685) (3,955)
Telecommunication solutions BARATE 4 197,721 198,561 20,477 26,440
Par}ment platform solutions ST FRBRARR 5 110,240 104,578 19,708 24,333
Others ity 16,813 11,284 (6,669) (15,653)
Segmental results DRREE 1,532,874 1,297,652 81,962 81,887
Less: Inter-segment turnover W D fEEEERE (3,695) 3,315) - -
Total At 91,529,179 1,294,337 81,962 81,887
Impairment of property, plant and equipment — ¥1% « R R ERE 3 (7,551) -
Impairment of intangible assets BIVEERE D (61,978) (11,864)
Depreciation e (58,720) (38,282)
Amortisation 3! (5,419) (5,270)
Segmental (loss)/profit DI (E5I8) /T (51,706) 26,471
Ungallocated othepr income/gains *%@Eﬁ@”ﬁ)\/uﬁlﬁ*& 6 130,681 3,853
Unallocated coriJorate expenses @’J}ﬁﬂﬁ b 7 (79,704) (87,997)
Gain on disposal of a subsidiary E-RNEAR W G 51,743 -
Operating profit/(loss) mEER (E18) 51,014 (57,673) @—
CONDENSED CONSOLIDATED INCOME STATEMENT | RS RE R
2014 2013
—E-NE —T—=F
HK$’000 HK$f000
FET TET
Revenue WA A —*1,529,179 1,294,337
Cost of sales SHER AR B (1,019,820) (810,410)
Gross profit EF 509,359 483,927
Other income HAUA C 24,408 14,170
Other gains, net H 25 5R C 126,360 1,167
Selling expenses HERY B (178,907) (177,700)
Administrative expenses THREMA B (419,971) (367,373)
Impairment of intangible assets BIZEERE D (61,978) (11,864)
Gain on disposal of a subsidiary HE—RNB LRz W G 51,743 -
Operating profit/(loss) wEER (F8) 51,014 (57,673)
Share of loss of a joint venture Bl —agbtErEE E (37,571) -
Share of profit of an associated company JE(E — B A R 2w A F 156,472 92,612
Gain/(loss) on disposal/dilution of interest in an HE BEEN AT
associated company 2 W/ (E18) F 251,215 (6,883)
Profit before income tax KRBTSR AT & A 421,130 28,056
Income tax expense PSR (19,886) (1,455)
Profit for the year FrEH 401,244 26,601
Profit/(loss) attributable to: FEAEEF (B518) -
— Equity holders of the Company — ARaEEEA A 397,071 30,045
— Non-controlling interests — TR 4,173 (3,444)
401,244 26,601
Earnings/(loss) per share for profit attributable RATERIEEAENG HK$ per share  HK$ per share
to the equity holders of the Company: wmFZzBRER, (BE) sRET BAETT
Basic BN 0.14 0.01
Diluted 'y 0.13 (0.01)
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CONDENSED CONSOLIDATED BALANCE SHEET ERGEEERER
As at 31 December
R+ZA=+—H
2014 2013
—E—mEF —T—=%F
HK$'000 HKS/000
FET THEIL
ASSETS gE
Investment properties, property, plant and REME W% BERRE
equipment and leasehold lan RS H 146,270 193,575
Intangible assets | EE | 29,389 68,420
Interest in an associated company ST N v J 1,370,383 1,561,681
Interest in a joint venture R—HEEEE s B K 2,584 -
Available-for-sale financial assets AL ESRmEE L - 30,395
Inventories VeSS M 53,726 76,602
Trade and bills receivables FEN BRI B I 2 N 336,828 345,467
Receivables from payment processing solutions SN PRIBRARTRERZ
business FEUZIE N 106,784 165,797
Other receivables, prepayments and deposits E W EIE - AN RIERRE N 53,314 49,493
Amount due from an associated company FEU — e X B 0 IE O 12,075 3,451
Amount due from a joint venture JEM—E & EhEFIA 10,666 -
Short-term bank deposits EHRITIER 11,056 20,428
Cash and cash equivalents BERIREEEBY 1,977,677 1,061,136 @
Total assets EEMAE 4,110,752 3,576,445
EQUITY fE=
Capital and reserves attributable to the Company’'s AQ T EREFTEABEER
equity holders R
Share capital A&7 6,942 6,942
Reserves 54 3,185,439 2,752,418
3,192,381 2,759,360
Non-controlling interests JEIER RS 21,822 (13,384)
Total equity ERBH 3,214,203 2,745,976
LIABILITIES &fE
Deferred income tax liabilities REFBRAE 187 1,245
Trade and bills payables EFBRA R ETREE P 178,002 157,836
Payables for payment processing solutions business SN P EIEMERH REHZ
T RIR ‘ P 311,391 243,415
Other payables and accruals E b e 708 M fE 5Tk IA P 378,967 349,578
Amount due to an associated company JEIT — [ & A I FRIA @) - 69,964
Current income tax liabilities EHFEHaE 28,002 8,431
Total liabilities =Rt to] 896,549 830,469
Total equity and liabilities BERkEEEHE 4,110,752 3,576,445
2014 2013
—E-mEF —T——4
HK$ per share HK$ per share
BRERT BRETT
Net assets per share BREEFE 1.16 0.99
CONDENSED CONSOLIDATED CASH FLOW STATEMENT fEBGSHERER
2014 2013
—=-IEF —T-—4
HK$’000 HK$'000
FHERT FHET
Net cash generated from operating activities REEBFREBRETHE 166,241 326,168
Net cash generated from/(used in) investing activities RETBFRE (A REFHE 709,528 (47,971)
Net cash generated from/(used in) financing activities BUESEE TS (FTA)REFE 69,269 (294)
Net increase in cash and cash equivalents RERRSEEYIZMFRE 945,038 277,903
Cash and cash equivalents at beginning of the year FzBEERReEEBY 1,061,136 794,195
Exchange loss on cash and cash equivalents B kRS FEYIELERE (28,497) (10,962)
Cash and cash equivalents at end of the year FERZEERBEEZEY 1,977,677 1,061,136
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SEGMENT PERFORMANCE REVIEW

(1

(2)

Payment processing solutions

Turnover LER

Employees’ incentive programme & B 2@ &

EBITDA (before impairment of EBITDA(BRER & E
intangible assets and property, BEARME - BB
plant and equipment) NE&ERERT)

Impairment of intangible assets BIVEERE

Operating profit A

Segmental turnover amounted to HK$472.9 million, representing
an increase of 18% as compared to 2013. Segmental operating
profit (before share option expenses and impairment loss)
amounted to HK$28.6 million, as compared to HK$19.9 million
last year. At present, business operations regarding the existing
merchants of the payment processing solutions segment continue
as usual. Whilst reformation process required by the relevant
regulatory bodies is still in progress, the acceptance of new
merchants will be resumed upon passing of inspection.

During the year, as recognition and incentives for several
management, options were granted to those grantees to subscribe
up to 20% of the enlarged registered capital of the operating
subsidiary at the exercise price of RMB1.2 for every RMB1.0 in
the enlarged registered capital of the operating subsidiary. The
fair value of the employee services received in exchange for the
grant of the options of HK$27.3 million was recognized as an
expense in 2014. Impairment of intangible assets amounted to
HK$11.9 million was recorded in 2013 due to the changes in
market conditions of our operations in Japan.

Financial solutions

Turnover* =+

EBITDA (before impairment of EBITDACHIRR B E B
intangible assets and property, WELRYE - BE
plant and equipment) KRR ERT)

Operating profit R H A

* Turnover from external customers

During the current year, segmental turnover amounted to
HK$407.0 million, increased by 50% as compared to 2013.
Segmental operating profit totaled HK$21.3 million, a 85% up
as compared to last year. Increase in segmental turnover and
operating profit was mainly due to an increase in information
system consultancy, integration and operation services income
during the year.

(M
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DERBEDW

INREREBERAR

2014 2013 Change
—E-lNFE —T-=fF #

HK$’000 HK$'000 +()

FET FET
472,904 399,521 +18%
(27,303) - N/A/TEMA
40,313 36,780 +10%
- (11,864) N/A/TiEH
1,320 8,050 -84%

2

7 ¥ & 3 %8 & 472,900,000 7 7T %ﬁi:
T FEHEEIN18% o K A%
FMMBERERAY RRAERBEN) B
28,600,000/ 7T + A4 B /&19,900,000#
Lo BRI SNXSEEERTESEER
BEPMNEREBINEET I“@ﬂa?ﬁﬁf
EWBER BRI ENERITTR @ F@
BEZE - BIEERIER -

EFR - EAHHLZEEBAENE T RS
B RRARMZSFARARLERE - R
B2 BB A A& % 20% & Rk it %
PN ﬁﬁf%a@W% AR A
KR FGAREIOTIEEARE1.27T < 5
RS H BRI P EEUE B IR A FE
27,300,000 L E R —E—NFER AR
T oRZE—=F  ARRMRBENE
B HIREE - A#11,900,0007 7T

BIZEERECDAR -
ERRT R

2014 2013 Change
—E—-FE —E—=fF &)
HK$’000 HK$’000 +/(-)
406,987 271,532 +50%
25,818 13,942 +85%
21,314 11,506 +85%

* REINBEP 2 &K

FR - DEEEEEH470,000, 000,%575

Eﬁifg—:fﬁﬁtti‘ﬂlﬁo% ° iEZ«( E./ﬁn

F)421,300,0007%8 7T - £ 2 4 A8 HE 32 00

85% ° DR FERE M E BNIZNEER

ﬂimépﬂfﬁ SRR - Rk MBS RIS
A o
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(3)

)

Electronic power meters and solutions

Turnover = X

EBITDA (before impairment of EBITDA(HIR BT E B
intangible assets and impairment of  JEELKRYIE - W&
property, plant and equipment) KR BRIERT)

Impairment of property, L/ NS ]
plant and equipment EAEY

Impairment of intangible assets BV EERE

Operating loss REEE

Segmental turnover amounted to HK$326.7 million as compared
to HK$310.9 million in 2013. Segmental operating loss
amounted to HK$94.9 million, as compared to a segmental
operating loss of HK$11.7 million in last year. Such loss was
mainly attributable to decline in gross profit margin, additional
resources allocated to R&D and sales and marketing efforts on
tendering, a one-time non-cash impairment charge of HK$62.0
million against the goodwill and impairment of property, and
plant equipment amounted to HK$7.6 million during the year.
Please also refer to Note (D) below.

Telecommunication solutions

Turnover CE X

EBITDA (before impairment of EBITDA(HKRER & E
intangible assets and impairment of ~ JELAKRYIZE - BE
property, plant and equipment) K& RER)

Operating profit =i

During the year, segmental turnover amounted to HK$197.7
million as compared to HK$198.6 million in 2013. Segmental
operating profit amounted to HK$10.1 million, as compared to
HK$13.6 million last year. The decline in operating profit was
mainly due to investing additional resources in the development
of cloud platform solution. Currently, the provision of nationwide
IVR platform and related services to China Mobile continues to
be the major revenue contributor of this segment.

3
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BRTEEMRBRAGRE

2014 2013 Change
—E-mE —T-=F £
HK$’000 HK$’'000 +(9)
FET FET
326,666 310,924 +5%
(17,685) (3,955) N/A /@A
(7,551) - N/A/TEA
(61,978) - N/A/TEA
(94,933) (11,654) N/A/TE A

@

DA E ¥R 532670000087 0 —F
—Z % 814310,900,000/8 7T - DIALE
[E518.594,900,0008 7T - MAFHfELE
E518811411,700,000/87C ° EBET EHEE
FIERTEE - EBBEINERETHEARE
BIIE RS MBS HERE R TR EN —
R FEIR & R B F 2 62,000,00078 7T A K
Y - WE K& ERE7,600,0008 TH
B - BRIF2M T XHIFED) -

BHMRAR

2014 2013 Change
—E-mE  —T-=F )
HK$’000 HK$’'000 +(-)

FHET FAT
197,721 198,561 N/A/TE
20,477 26,440 -23%
10,142 13,638 -26%

FR - HEEEEEA197,700,00078 7T
— T — =4 8//4198,600,000% 7T > H 48
LR F£10,100,00078 7T © MEFEIA
13,600,000 7T &£ @mfH P EZmN
REEINE R A FI B B T A R BRFT
B BAl MTPEBHREZEIVRTES
MR RISHEK AL D2 EFBIRAK
IR o
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(5)

(6)

(7)

Payment platform solutions

Turnover* R

EBITDA (before impairment of EBITDA(HIR B E
intangible assets and property, plant  SREARYE - BE K
and equipment) RAEEAT)

Operating profit Sl

* Turnover from external customers

Segmental turnover amounted to HK$108.1 million as compared
to HK$102.5 million in 2013. Segmental operating profit
amounted to HK$19.3 million, as compared to HK$23.4 million
last year. Decrease in segmental operating profit was mainly
due to an increase in staff cost. We expect that we will continue
to benefit from China Mobile’s increasing input into its mobile
payment business especially with the launch of 4G services.
Currently, we are developing other value added services such as
exploration and innovation of mobile internet services.

Unallocated other income/gains
The amount mainly represented other income and other gains
not allocated to segments. Please refer to Note (C) below.

Unallocated corporate expenses

The amount mainly represented corporate office expenses and
net foreign exchange loss. The decline compared to 2013 was
mainly caused by the decrease in net foreign exchange loss.

OVERALL FINANCIAL RESULTS AND POSITION

(A)

Revenue

The consolidated turnover amounted to HK$1,529.2 million,
representing an increase of 18% over 2013. Such increase was
mainly contributed by the increase in segmental turnover of our
payment processing solutions segment and financial solutions
segment, with approximately 18% and 50% growth respectively.
Please also refer to Notes (1) to (5) above.

(5
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XNFEBRER

2014 2013 Change
—E-—E —E—=4F &)
HK$’000 HK$’000 +/(-)

FTERT THET
108,088 102,515 +5%
19,708 24,333 -19%
19,346 23,390 -17%

(6)

@)

2

(A)

* REINBRS 2 S

A& ¥ FA108,100,0008 70 0 —F
— = F 8] 4102,500,0008 7T ° o ELK
% A A19,300,0008 7T 0 EF LA
23,400,000/ 7T ° DEELE BHR D EE
8 TR INATE - MBS E
SZENFRBREEHEBRE T FEFHEA
(CHREAHHAGRT) - BAT - &RIIE
FEBE) BB AR IR R MAIRTF E M
BIERRTE o

ROBMEMBA K
SRIBEADEI DB HMBARE
fldezs o FERIFF 26 T XHEEC)

RAMIEHEMAR
ERIERDAMDERI RINEEEF
o L —F-=FAMRL T EHRI
PERSIRR R AT -

MBRERAR

A

4RE R 51,529,200,00078 7 0 B
T FHIN18% - BRIEMEERNT
PSR HEEBE R TR AR E R
RARDIEEEED FIERL18%X50%
BT - BRI 2R E IR EG) ©
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(B)

©

(D)

Cost of sales and operating expenses (B)
Increase in cost of sales was primarily due to increased turnover

of the payment processing solutions segment and financial
solutions segment.

Increase in operating expenses was primarily due to (i) a one-time
non-cash impairment loss on property, plant and equipment
amounted to HK$7.6 million of the electronic power meters and
solutions segment; and (ii) share option expenses of HK$27.3
million due to share options granted to several management of
the payment processing solutions business segment (please refer
to Note (1) above).

Other income and other gains ©)
Increase in other income and other gains was due to a gain

on disposal of available-for-sale financial assets of HK$126.4
million and other income, including interest income, subsidy
income and rental income totalling HK$24.4 million.

Impairment of intangible assets (D)
Goodwill allocated to the electronic power meters and solutions
segment had been fully impaired with an impairment charge of
HK$62.0 million (2013: Nil) during the year ended 31 December

2014. As at 31 December 2014, the Group’s goodwill balance

is Nil (2013: HK$63.4 million). During the year ended 31
December 2013, goodwill of HK$11.9 million arising from the
acquisition of Merchant Support Co. Ltd (“Merchant Support”)

and its subsidiaries (collectively, the “MS Group”) was fully
impaired.

While there was a considerable growth in the revenue and gross
margin from the sale of mag-stripe card security decoder chips
which historically contributed relatively minor percentage to
the segmental turnover, the change in market conditions and
substantial decrease in market share of electronic power meters
led to a continuous loss for the electronic power meters and
solutions segment. The key assumptions used in calculating the
recoverable amount of the CGU as at 31 December 2014 were as
follows:
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HERFREERX
HEKRA LA EZHANINR S EIERF
RABRDBREBBRDEDRNEEE
EFHARER -

ERATIEINEBHR()L B EE
MEBRAFRSENYE  BEREE
EH — R MEIEIR @ REE1E7,600,0007%8
TC 0 RDWASZNRZ ZEIBBR T RERD
HHHREIEABRLBREMEEER
#7 %.27,300,0007% 7T (55 2 B9 £ Bt &F
(1) e

HAbW A K H s

H AU A R Epth Uiz AR 78 &S AT
& © @& E TS 455 126,400,00078 7T &
Ha A (BIEFBUWA - FEEW A K
S U A 42 F24,400,00078 70 ) FTEK ©

B EERE
(E-E-NE+-_A=+—BILFE -
AR FEETEERRERA I RSE IR
EE2RMAE - BEMX A62,000,000
BT(ZZ—=F: %) RZE—OF
TZA=Z+—RH AEEREBELEBAET
(ZZF— =4 : 63,400,000 7T) - HZE
“EZHTZACZTHLEFE K
#Merchant Support Co. Ltd([Merchant
Support]) REF AR (HFEIMSEE |)E
A 7 #52211,900,00058 7T &2 EURIE -

BEHEWIRRINZRE S ZWARE
AR R - BERS S BERBAELD
BEMERD B - ETREB KRBT
BEMNTIHHA X KBNS HERLS
BEMMBATRSBEREBRE -N-F
—mOFE+-A=+—BREAERSESE
B AWESRE TEMEWT

2014 2013
—E—NF —T—=F
Mag-stripe Mag-stripe
Electronic  card security Electronic  card security

power meters

BHE

FEREM

Gross margin % EFIR 19-229%
Compound annual growth rate BEEFIEER 4%

Pre-tax discount rate FATEAIR & 20%

decoder chips  power meters  decoder chips

B AR 2R BEE  HRRME
RIS SEREM RIS

57% 20-26% 54%

9% 34% 6%

18% 19% 24%
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(B)

(F)

(G)

(H)

Share of loss of a joint venture

According to the relevant accounting standards and the terms of
the convertible redeemable preference shares (the “CPS”) issued
by a joint venture of the Group, the CPS should be carried as
a financial liability at fair value through profit or loss. The CPS
includes a conversion right and redemption rights which are
exercisable by the holders of the CPS.

During the year, the joint venture recognised a net loss of
HK$54.0 million including share option expenses of HK$17.9
million and unrealised fair value loss upon the revaluation of
the CPS as at year end date amounting to HK$26.0 million.
Such unrealised fair value loss was due to the changes of
certain parameters during the year used to determine the CPS
including but not limited to the potential growth of the joint
venture, interest rates and business assumptions. As an ordinary
shareholder of the joint venture, the Group shared a loss of
HK$37.6 million during the year.

Share of profit of an associated company, gain on disposal and loss
on dilution of interest in an associated company

Gain of HK$304.0 million was recognised on disposal of
80,000,000 ordinary shares of PAX Global Technology Limited
(“PAX Global”), an associated company, the shares of which are
listed on the Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) during the year ended 31 December 2014. Loss on
dilution of interest in an associated company was due to the
effect of exercise of share options of PAX Global by some of its
directors and employees during the year.

The Group's share of profit of PAX Global increased in line with
the increase in profit of PAX Global, while partially net off by
the effect of decrease in percentage sharing given a reduction in
equity interest in PAX Global during the year.

Gain on disposal of subsidiary

The amount represented gain on disposal of a subsidiary of the
Group during the year, in which the Group’s interest decreased
from 100% to 52.9% (or 45.8% on a fully-diluted basis).
Moreover, the Group ceased to have control over the then
subsidiary since the Group did not control the majority of the
board of directors of the then subsidiary upon the completion.

Investment properties, property, plant and equipment and leasehold
land

Balance mainly represented fixed assets of payment processing
solutions, financial solutions and electronic power meters and
solutions segments.

(B)

(P

Q)

(H)
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EiE—BEghX 2B
REABETENRARE -HAEEE
AT 2 PR R B SR AR (T AT AR B 5T
B 1) - TR B SR AR A T EFT AR
MEBEz2RABIIR - THRERELR
BIE B R A - AT AR R E TR
RAATRE -

FR - A EDEWREEFE54,000,000
BT BIEERER 17,900,000/ T K&
FRAEHTRRELREERBEATE
[E51826,000,00078 7T © AR EIE AT E
EERETERFRNANET T BRELRZ
AFEETEREMES - BEETER
BEDEBEEER FIRREBBE -
ERABEZ EMRIRR  AEERTF
I FE(G B8 A37,600,000/8 7T

B —EBeE QTR - HER —EEE
RAZERZWERR—BBE AT ZE
wEEEE
BE-_Z-—ME+_A=+—HIFE -
HEBE AR BERIERAR(E
BRI HRORBEBHERIMER
AR ([EBEZZFT]) £70)80,000,000 0% % i
[i% 7 52 BT 15 Uk 25 304,000,000 7T © A —
Mg AR R EBEIHNTRE
ERHETESREBITEBREZ ZE
FTEY o

AEBREAERRENEM  BEE
BRERZ MR I — B &R0 A 4K 3
TIARNFAME A ERFOBAER D AT
5 o
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ZeBEEFRNEEASEE —HHBAFZ
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U]

0

(K)

(B

(M)

Intangible assets

Intangible assets included computer software of HK$29.1
million allocated to the solutions segment. Decline in balance
as compared to last year was due to impairment loss against
goodwill of the electronic power meters and solutions segment.
Please also refer to Note (D) above for details on impairment of
intangible assets during the year.

Interest in an associated company

On 18 September 2014, the Company disposed of 80,000,000
ordinary shares of PAX Global at the price of HK$7.5 per sale
share, raising aggregate gross proceeds of HK$600.0 million.
Immediately after completion of the disposal, the Group
continues to hold 364,000,000 ordinary shares of PAX Global.
Together with the impact of the exercise of share options as
mentioned in Note (F), the Group’s interest in PAX Global
decreased to 33.07% as at 31 December 2014.

As at 31 December 2014, the fair value of the Group’s 33.07%
effective interest in PAX Global was HK$2,912.0 million. As at
31 December 2014, the fair value of the investment was greater
than its carrying value.

Interest in a joint venture

The amount represented interest in a joint venture of the
Company and was accounted for using the equity method
of accounting. The joint venture was initially measured at
fair value. The carrying amount was increased or decreased
to recognise the investor’s share of the profits or losses and
movements in other comprehensive income of the investee after
the initial recognition. The carrying amount of the joint venture
also included goodwill and intangible assets identified upon
the formation of the joint venture. As at 31 December 2014,
the fair value of the Group’s interest in the joint venture was
approximately HK$105.6 million.

Available-for-sale financial assets

As at 31 December 2013, the available-for-sale financial assets
included equity securities which are unlisted investments
outside Hong Kong. During the year, those available-for-sale
financial assets were disposed at a net proceeds of approximately
HK$155.9 million. Please also refer to Note (C) above.

Inventories

The amount mainly represented inventories of electronic power
meters and solutions segment. During the year, HK$11.0 million
was recorded for provision for inventories with respect to slow-
moving and obsolete stocks.

U]

()

(K)

L

M)
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R—EBE AR Z2ER
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£600,000,00078 7T ° ZpEHEFEHTK
% REEEERHF364,000,0008 5 F
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HHFEE - FREES11,000,00078 TR E
TR B HETN T ERE -



18 HI SUN TECHNOLOGY (CHINA) LIMITED

Financial Review

W5 73 B

(N) Trade and bills receivables, receivables from payment (N)
processing solutions business and other receivables,
prepayments and deposits
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USRS R EWRE - XARZEEFRT
RER 2 FEWEIAR HALEWEIR « AR
EHRES

2014 2013
—E-IF —E-=F
HK$’000 HK$'000
FTHET THT
Trade receivables (Note (i)(a)) FEMER TR (H1 5t (i)a)) 352,268 350,153
Bills receivables (Note (i)(b)) JEME R (B a()b)) 3,747 12,508
Less: provision for impairment of receivables  J, : [i& W R BB (E 5 (19,187) (17,194)
336,828 345,467
Receivables from payment processing solutions 2132 5 BRI2 f R 7 2R 275
business (Note (ii)) 2 FEMCRIE (3t (i) 106,784 165,797
Prepayments, deposits and others receivables — FE[HFUA « & M EAD
JE YRR 53,314 49,493
Total A5t 496,926 560,757
Note (i): HizE) -
(@ The Group’s credit terms to trade debtors normally range from 0 to 180 (@ FEE-RETESEBAZEEHHOE180

days. The ageing analysis of the trade receivables was as follows:

BAE - RUSRFZIREOTANT

2014 2013

—E—mEF —E-=F

HK$’000 HK$’000

FET FET

Current to 90 days BIEAZ90H 250,580 272,673
91 to 180 days 91Z=180H 28,886 21,565
181 to 365 days 1812365H 39,338 23,830
Over 365 days 365H A E 33,464 32,085
352,268 350,153

— Increase in trade receivables aged between 181 to 365 days
was mainly due to outstanding balances by the customers of the
electronic power meters and solutions segment.

(b) Bills receivables belonged to the electronic power meters and solutions
segment.
Note (ii):

This balance mainly represented receivables arising from the payment processing
solutions business.

For processing payments on behalf of merchants, the amounts usually become
collectible by the Group from the banks or financial institutions once the underlying
transactions of the merchants had been acknowledged by the relevant banks and
financial institutions.

— BRER T T 1815365 H Z EUAR FIE N
FERRBRGTEEMRBATRSE
BPRIBBERFTE -

b ERREEBEN B EESREATRSD
-

Hiati) -

FRBBRIEEINRSBRERRTREBELZE
WA ©

RREXBPUBMZRSEENK - BHSE—RRE
FZEBEXSEABRITREREBERBATALNE
B E AR IR T L B AR o
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Amounts due from/to an associated company (0) MW FEfS—RIBEE ARRIE
The amount due to an associated company represented payable JERT—FHE & A RIRIBRENEZRIKZ
to PAX Global. Amounts due from/to an associated company are B o R TEN — R E AR RIBAE
unsecured, interest-free and on normal commercial terms. B - LB RIE—MREEIREE -
Trade and bills payables, payables for payment processing (P) ERERRENEE  IAXZEERMR
solutions business and other payables and accruals FREBZENARBAREMENRERE
FHREE
2014 2013
—F-mEF —F—=fF
HK$’000 HK$’000
FERT THETT
Trade payables (Note (i)(a)) FERTBRFR (A7 et (i)(a)) 176,805 130,547
Bills payables (Note (i) (b)) JERT AR (A1 e (b)) 1,197 27,289
Payables for payment processing solutions SRS RIEBFRARTT RER
business (Note (ii)) 2 A BIR (K2 i) 311,391 243,415
Other payables and accruals (Note (iii)) H b e FRIB MBS VAR
(Hrtii) 378,967 349,578
Total &t 868,360 750,829
Note (i): i) -

(a) The credit period granted by the suppliers ranges from 0 to 180 days. The
ageing analysis of the trade payables was as follows:

(a) EHERRTZEERNTFOE180BZMH - &
NERRZ RS T

2014 2013

—E-ImEF —T-=F

HK$’000 HK$’000

FHET FAET

Current to 90 days BNEAZ=90H 84,744 83,392
91 to 180 days 91ZE180H 43,104 29,653
181 to 365 days 181%365H 37,557 7,934
Over 365 days 365H A E 11,400 9,568
176,805 130,547

Increase in trade payables aged between 91 to 180 days and 181 to 365
days was mainly due to outstanding balances from the electronic power

meters and solutions segment.

(b) Bills payables belong to the electronic power meters and solutions segment.

Note (ii):

This balance represents payables to customers (which are generally merchants as
detailed in Note (N)(ii)) for the payment processing solutions business. The amounts
are generally due for settlement with these customers within 30 days.

BRER N T91 21800 1815365 H 2 FENBRFK
ENEEEREEABRERRBRIRDE
(EEAERATE

(b) ENEERERERETEERRBRAIRD

B
Wi :
EMERER SR D ERRATREBMAES (—

RAMEEN ML ZEP) 2708 - EREE KR
30RAEZERFPETHEHE -
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Note (iii): Hfazii) -

2014 2013
—E-MmE —E—=F
HK$’000 HK$'000
FHET FAT
Accrued staff costs and pension obligations e B TR KRR S R 138,818 130,090
Deposits and receipt in advance from customers* & RIESEWEE P I8 98,421 140,921
Accrued subcontracting cost** FES D Bk A+ 85,766 27,894
Others Hitb 55,962 50,673
378,967 349,578

* The decrease in deposits and receipt in advance from customers was mainly * ReRBAEREFFERDEEANIGR

due to decline in deposits and guarantees received from customers under

the payment processing solutions business.

* The increase in accrued subcontracting cost was caused by the financial

solutions segment.
KEY INVESTING AND FINANCING ACTIVITIES

On 15 September 2014, the Company entered into a block trade
agreement (the “Block Trade Agreement”) with Barclays Bank PLC (the
“Manager”) pursuant to which the Manager has agreed, as exclusive
agent of the Company, to procure purchasers to purchase, or failing
which, to purchase itself, 80,000,000 ordinary shares (the “Sale
Shares”) of PAX Global at the price of HK$7.5 per Sale Share, raising
aggregate gross proceeds of HK$600 million. Immediately before the
signing of the Block Trade Agreement, the Company held 444,000,000
ordinary shares of PAX Global.

Immediately after completion of the disposal on 18 September 2014,
the Group continued to hold 364,000,000 shares of PAX Global,
representing approximately 33.07% of the total issued share capital
of PAX Global as at 31 December 2014. The Group recorded a gain
of HK$304.0 million as a result of the disposal, being the difference
between the net proceeds from the disposal of approximately
HK$593.3 million and the carrying amount of the interest in PAX
Global Shares of approximately HK$291.1 million and a release of
reserve of approximately HK$1.8 million. After completion of the
disposal, PAX Global remained as an associated company of the
Company and was accounted for using the equity accounting method
in the consolidated financial statements of the Company.

HRIBRRTT REBRE P MRS KR
BRI -

o FEEt D BARAIZ TN S BARIR T SRATEL -

TERERMEED

RZZT—NFRA+EB - AAEHEBarclays
Bank PLC([#& B A DEIY AR Btha ([ KR
ZHal) Bt KB AREEANAR 2B
RRE  BFERBEHR(WREEFER)H
778 B 80,000,000 B BRI L BAX ([ HE KR
B]) BRASRIEERD7.58T  EXME
FIEAEE600,000,000/87C ° BEFEITARTRS
WA ZNA 145 H444,000,000/0% B BRIk E
A -

R-ZE—NFENLA+TN\BE  BEHESETK
% - REEEEEH364,000,0000% A B R
7 REREBRBE_Z—NF+_/F=+—
HEBITRABEL33.07% - AEBGREES
1A 8% 5 UK 25304,000,00058 70 © BIHI & EIB 2 FT
S FRIEFEE#9593,300,000/8 L EL A B B IR BR AR
19 2 % 2 BREE 49291,100,000 7% 7T 2 fi 2=
KA K R R 491,800,000/ 70 © HESBHETTAK
% BERHDARARZEE NG WA
AT AR AR Z IR EWIEIRER -
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INFORMATION ON THE CONTRACTUAL
ARRANGEMENTS

During the year under review, the Group has been operating two

lines of business which adopted contract-based arrangements and/or

structures (“Contractual Arrangements”) for the purpose of enabling

the Group, as foreign investor, to control and benefit from the PRC
operating companies (“OPCO”) in the foreign restricted businesses in

the PRC.

A summary of the background information of the OPCOs under the
two businesses is as follows.

1. EBFTBBEKEAERADT (“Just-In Mobile”) and its subsidiary,
BITNXNARAT (“SXF”)

1.1

1.2

Particulars of OPCO and its registered owners

Just-In Mobile is a limited liability company established in
the PRC on 4 June 2002. As at the date of this report, Just-
In Mobile held 80.04% interests in SXF, which is a limited
liability company incorporated in the PRC.

The registered shareholders of Just-In Mobile are Mr. Zhou
Jianhong (60%) and Mr. Na Wei (40%).

On 28 May 2010, a contractual arrangement was made
between Just-In Mobile, the registered shareholders of
Just-In Mobile and #&17{5 B iT( L&) BRAE (“JIM
Shanghai”), which allows JIM Shanghai to exercise control
and enjoy economic benefit generated from Just-In Mobile.
JIM Shanghai is a wholly-owned subsidiary of JIM Holdings
International Company Limited (“JIM Holdings”) which
was acquired by the Company on 19 March 2010 and has
become a wholly-owned subsidiary of the Company since
then.

Description of OPCO'’s business

Just-In Mobile and SXF are principally engaged in the
value-added telecommunication business (EEEE%
%) with major focus on payment related solutions and

services.

Contractual Arrangement was adopted by the Company in
the above businesses as value-added telecommunication
business ({EE{Z3%7%) has been restrictive to foreign
direct investment under the PRC law (being that foreign
shareholding must not exceed 50%).
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1.3 Summary of the major terms of the underlying contracts of

the Contractual Arrangement

Management Consulting and Services Agreement

Just-In Mobile and JIM Shanghai entered into the
Management Consulting and Services Agreement, pursuant
to which Just-In Mobile agreed to engage JIM Shanghai as
its exclusive management consultant and service provider.
Accordingly, JIM Shanghai shall provide services to Just-
In Mobile on (i) R & D of the computer software with new
and high technology; (ii) R & D of the computer software
by other customers’ requirement; (iii) maintenance of
the computer software and technical support; (iv) R & D
and maintenance of the network technique; (v) technical
training; and (vi) provision of staff. Pursuant to the
Management Consulting and Services Agreement, Just-In
Mobile would pay to JIM Shanghai a consulting fee that
equals to 95% of Just-In Mobile’s business income relating
to the services provided above after deducting its operating
cost. The consulting fee should be paid monthly or yearly as
requested by JIM Shanghai. The Management Consulting
and Services Agreement shall be effective from the date of
signing for a term of thirty (30) years.

Cooperative Framework Agreement

JIM Shanghai, Just-In Mobile, Mr. Zhou and Mr. Na entered
into the Cooperative Framework Agreement, pursuant to
which JIM Shanghai has agreed to provide various services,
including management consulting services, to Just-In
Mobile. The Cooperative Framework Agreement shall be
effective from the date of signing for a term of thirty (30)
years, unless terminated by JIM Shanghai.

Proxy Agreement

The registered shareholders of Just-In Mobile (namely
Mr. Zhou and Mr. Na) and JIM Shanghai entered into the
Proxy Agreement, pursuant to which Mr. Zhou and Mr. Na
agreed to authorise persons designated by JIM Shanghai
to exercise all of their rights and powers as shareholders
of Just-In Mobile. Persons designated by JIM Shanghai
will act on their behalf on all matters pertaining to Just-
In Mobile and, to the extent permissible under applicable
PRC laws and the Articles of Association of Just-In Mobile,
exercise all of their respective rights as shareholders of
Just-In Mobile, including but not limited to the following
rights: (i) rights to attend shareholders’ meetings; (ii) rights
to exercise voting rights in all shareholders’ meeting; and
(iii) rights to sign on minutes or resolutions of shareholders’
meetings or other legal documents. The Proxy Agreement
shall be effective from the date of signing for a term of ten
(10) years, unless extended by the parties.

1.3
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Share Option Agreement

JIM Shanghai, Mr. Zhou, Mr. Na and Just-In Mobile
entered into the Share Option Agreement, pursuant to
which Mr. Zhou and Mr. Na granted to JIM Shanghai and/
or any other party designated by JIM Shanghai irrevocable
options to purchase their equity interests in Just-In Mobile,
entirely or partially, at an aggregate consideration for
the entire equity interests which equals to the total share
capital of Just-In Mobile or the value of the equity and/
or assets of Just-In Mobile whichever is lower. However,
the consideration shall not be less than the minimum
purchase price permitted by PRC laws and regulations.
The Share Option Agreement shall be effective for an
indefinite term from the date of the agreement, until it is
terminated (i) upon transfer of the entire equity interests
of Just-In Mobile to JIM Shanghai and/or any other party
designated by JIM Shanghai according to the Share Option
Agreement; (ii) due to restraint under the PRC laws that
transfer of the equity of Just-In Mobile in accordance with
the Share Option Agreement is impossible; and (iii) upon
JIM Shanghai exercising the pledge under the Equity Pledge
Agreement which results that the whole equity interests in
Just-In Mobile are no longer held by Mr. Zhou and Mr. Na
in full.

Equity Pledge Agreement

Mr. Zhou, Mr. Na and JIM Shanghai entered into the Equity
Pledge Agreement, pursuant to which Mr. Zhou and Mr.
Na agreed to pledge all of their respective equity interests
(together with their derivative interests) in Just-In Mobile
to JIM Shanghai to secure their payment obligations under
the Loan Agreement and Just-In Mobile’s obligations
under the Cooperative Framework Agreement. Pursuant
to the Equity Pledge Agreement, if there is any breach of
obligations on the part of Mr. Zhou, Mr. Na and/or Just-In
Mobile as prescribed under the Equity Pledge Agreement,
JIM Shanghai shall be entitled to exercise its right of pledge
against the said equity interests. In addition, pursuant to
the Equity Pledge Agreement, each of Mr. Zhou and Mr.
Na undertook to JIM Shanghai, among other things, not
to transfer, dispose of their respective equity interests
in Just-In Mobile or to create any encumbrance thereon
without JIM Shanghai’s prior written consent. The Equity
Pledge Agreement shall be effective from the date of the
agreement, until two (2) years after completion of all
the obligations on the part of Just-In Mobile under the
Cooperative Framework Agreement.
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1.4

Loan Agreements

Each of Mr. Zhou and Mr. Na entered into a Loan
Agreement with JIM Shanghai, pursuant to which
JIM Shanghai agreed to lend RMB4,200,000 and
RMB2,800,000 to Mr. Zhou and Mr. Na respectively in
order to satisfy the funding needs of Just-In Mobile. Both
of the two loans under the two Loan Agreements are for a
term of ten (10) years from the date of signing and can be
extended by mutual consent.

Dispute resolutions

Pursuant to the Contractual Arrangement, any dispute
arising from the interpretation and implementation of the
Contractual Arrangement between the parties should first
be resolved through negotiation, failing which any party
may submit the said dispute to the China International
Economic and Trade Arbitration Commission (“CIETAC”) in
Shanghai for arbitration in accordance with its arbitration
rules. The results of the arbitration shall be final and
binding on all relevant parties.

Revenue and assets subject to the Structured Arrangement
The consolidated total revenue of the JIM Group (including
JIM Holdings, JIM Shanghai, Just-In Mobile and SXF) for
the year ended 31 December 2014 was HK$464.4 million.
The consolidated total assets and net liabilities of the JIM
Group as at 31 December 2014 amounted to HK$694.2
million and HK$7.5 million respectively.

2. IRFBZBEESRMWAER2DE (“Ronglian Yitong”)

2.1

Particulars of OPCO and its registered owners

Ronglian Yitong is a limited liability company established
in the PRC on 31 March 2009. Since 1 August 2014
(“Relevant Date”), Ronglian Yitong has ceased to be
accounted for as a subsidiary of the Group.

During the year under review and up to the Relevant Date
(“Relevant Period”), the registered shareholders of Ronglian
Yitong were Mr. Zhong Zhenxiang (70%) and Mr. Gao
Guangwu (30%).

During the Relevant Period, a contractual arrangement was
made between Ronglian Yitong, the registered shareholders
of Ronglian Yitong and dt R&HE BE(E SRMERA
7] (“Hi Sunsray”), which allowed Hi Sunsray to exercise
control and enjoy economic benefit generated from
Ronglian Yitong. Hi Sunsray is a wholly-owned subsidiary
of the Company.

1.4
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2.2

2.3

Description of OPCO'’s business

Ronglian Yitong is principally engaged in the value-added
telecommunication business (2{E%E 1= % 7%) with focus on
cloud communication platform solutions.

Contractual Arrangement was adopted by the Company in
the above businesses as value-added telecommunication
business (E1EE{EZ%) has been restrictive to foreign
direct investment under the PRC law (being that foreign
shareholding must not exceed 50%).

Summary of the major terms of the underlying contracts of
the Contractual Arrangement

Set out below are the major terms of the underlying
contracts of the Contractual Arrangement of Rongliang
Yitong during the Relevant Period.

Management Consulting and Services Agreement
Ronglian Yitong and Hi Sunsray entered into the
Management Consulting and Services Agreement, pursuant
to which Ronglian Yitong agreed to engage Hi Sunsray as
its exclusive management consultant and service provider.
Accordingly, Hi Sunsray shall provide services to Ronglian
Yitong on (i) R & D of the computer software with new
and high technology; (ii) R & D of the computer software
by other customers’ requirement; (iii) maintenance of
the computer software and technical support; (iv) R & D
and maintenance of the network technique; (v) technical
training; and (vi) provision of staff. Pursuant to the
Management Consulting and Services Agreement, Ronglian
Yitong would pay to Hi Sunsray a consulting fee that equals
to 95% of Ronglian Yitong’s business income relating to
the services provided above after deducting its operating
cost. The consulting fee should be paid monthly or yearly
as requested by Hi Sunsray. The Management Consulting
and Services Agreement shall be effective from the date of
signing for a term of ten (10) years.

Cooperative Framework Agreement

Hi Sunray, Ronglian Yitong, Mr. Zhong and Mr. Gao
entered into the Cooperative Framework Agreement,
pursuant to which Hi Sunray has agreed to provide various
services, including management consulting services, to
Ronglian Yitong. The Cooperative Framework Agreement
shall be effective from the date of signing for a term of
thirty (30) years, unless terminated by Hi Sunray.
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Proxy Agreement

The registered shareholders of Ronglian Yitong (namely
Mr. Zhong and Mr. Gao) and Hi Sunsray entered into the
Proxy Agreement, pursuant to which Mr. Zhong and Mr.
Gao agreed to authorise persons designated by Hi Sunsray
to exercise all of their rights and powers as shareholders of
Ronglian Yitong. Persons designated by Hi Sunsray will act
on their behalf on all matters pertaining to Ronglian Yitong
and, to the extent permissible under applicable PRC laws
and the Articles of Association of Ronglian Yitong, exercise
all of their respective rights as shareholders of Ronglian
Yitong, including but not limited to the following rights: (i)
rights to attend shareholders’ meeting; (ii) rights to exercise
voting rights in all shareholders’ meetings; and (iii) rights
to sign on minutes or resolutions of shareholders” meetings
or other legal documents. The Proxy Agreement shall be
effective from the date of signing for a term of ten (10)
years, unless extended by the parties.

Share Option Agreement

Hi Sunsray, Mr. Zhong, Mr. Gao and Ronglian Yitong
entered into the Share Option Agreement, pursuant to
which Mr. Zhong and Mr. Gao granted to Hi Sunsray and/
or any other party designated by Hi Sunsray irrevocable
options to purchase their equity interests in Ronglian
Yitong, entirely or partially at an aggregate consideration
of RMB10 million for the entire equity interests. However,
the consideration shall not be less than the minimum
purchase price permitted by PRC laws and regulations. The
Share Option Agreement shall be effective for an indefinite
term from the date of the agreement, until it is terminated
(i) upon transfer of the entire equity interests of Ronglian
Yitong to Hi Sunsray and/or any other party designated
by Hi Sunsray according to the Share Option Agreement;
(ii) due to restraint under the PRC laws that transfer of the
equity of Ronglian Yitong in accordance with the Share
Option Agreement is impossible; and (iii) upon Hi Sunsray
exercising the pledge under the Equity Pledge Agreement
which results that the whole equity interests in Ronglian
Yitong are no longer held by Mr. Zhong and Mr. Gao in
full.
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Equity Pledge Agreement

Mr. Zhong, Mr. Gao and Hi Sunsray entered into the Equity
Pledge Agreement, pursuant to which Mr. Zhong and Mr.
Gao agreed to pledge all of their respective equity interests
(together with their derivative interests) in Ronglian Yitong
to Hi Sunsray to secure their payment obligations under
the Loan Agreement and Ronglian Yitong’s obligations
under the Cooperative Framework Agreement. Pursuant
to the Equity Pledge Agreement, if there is any breach
of obligations on the part of Mr. Zhong, Mr. Gao and/
or Ronglian Yitong as prescribed under the Equity Pledge
Agreement, Hi Sunsray shall be entitled to exercise its right
of pledge against the said equity interests. In addition,
pursuant to the Equity Pledge Agreement, each of Mr.
Zhong and Mr. Gao undertook to Hi Sunsray, among other
things, not to transfer, dispose of their respective equity
interests in Ronglian Yitong or to create any encumbrance
thereon without Hi Sunsray’s prior written consent. The
Equity Pledge Agreement shall be effective from the date
of the agreement, until two (2) years after completion of all
the obligations on the part of Ronglian Yitong under the
Cooperative Framework Agreement.

Loan Agreement

Each of Mr. Zhong and Mr. Gao entered into a Loan
Agreement with Hi Sunsray, pursuant to which Hi Sunsray
agreed to lend RMB7,000,000 and RMB3,000,000 to Mr.
Zhong and Mr. Gao respectively in order to satisfy the
funding needs of Ronglian Yitong. Both of the two loans
under the two Loan Agreements are for a term of ten (10)
years from the date of signing and can be extended by
mutual consent.

Dispute resolutions

Pursuant to the Contractual Arrangement, any dispute
arising from the interpretation and implementation of
the Contractual Arrangement between the parties should
first be resolved through negotiation, failing which any
party may submit the said dispute to CIETAC in Beijing
for arbitration in accordance with its arbitration rules. The
results of the arbitration shall be final and binding on all
relevant parties.

After the Relevant Period, a new set of underlying contracts
of the Contractual Arrangement of Rongliang Yitong have
been entered into by the new registered shareholders and
the new holding companies of Rongliang Yitong.
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2.4 Revenue and assets subject to the Structured Arrangement
The total revenue of Ronglian Yitong for the year ended
31 December 2014 was RMB13.3 million. The total assets
and net liabilities of Ronglian Yitong as at 31 December
2014 amounted to RMB11.2 million and RMB3.2 million
respectively.

Risks relating to the Contractual Arrangements

The board of directors of the Company wishes to emphasize that
the Group relies on the Contractual Arrangements to control
and obtain the economic benefits from Just-In Mobile and
Ronglian Yitong, i.e. the OPCOs, which may not be as effective
in providing operational control as direct ownership. In addition,
if the PRC government finds that the agreements that establish
the structure for operating the value-added telecommunication
business of Just-In Mobile and/or Ronglian Yitong in the PRC
do not comply with applicable PRC laws and regulations, or if
these regulations or their interpretations change in the future,
the Group could be subject to severe consequences, including
the nullification of the Contractual Arrangements and the
relinquishment of the Group’s interest therein. The Company will
monitor the relevant PRC laws and regulations relevant to the
Contractual Arrangements and will take all necessary actions to
protect the Company’s interests in the OPCOs.

Material change

Save as disclosed above, as at the date of this annual report,
there is no material change in the Contractual Arrangements and/
or the circumstances under which they were adopted.

As at the date of this report, Ronglian Yitong is no longer
accounted for as a subsidiary of the Group. Please also refer to
Note 20(b) to the financial statements.

Unwinding of Contractual Arrangements

As at the date of this report, there is no unwinding of any
of the Contractual Arrangements or failure to unwind when
the restrictions that led to the adoption of the Contractual
Arrangement are removed.
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LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2014, the Group reported total assets of
HK$4,110.8 million (2013: HK$3,576.4 million), which were financed
by total liabilities of HK$896.5 million (2013: HK$830.5 million) and
equity of HK$3,214.2 million (2013: HK$2,746.0 million). The net asset
value was HK$3,214.2 million (2013: HK$2,746.0 million). Net assets
per share amounted to HK$1.16 as at 31 December 2014 as compared
to HK$0.99 per share as at 31 December 2013.

As at 31 December 2014, the Group had cash and cash equivalents of
HK$1,977.70 million (2013: HK$1,061.1 million) and no short term
borrowings (2013: Nil). The net cash position as at 31 December 2014
was HK$1,977.70 million as compared to HK$1,061.1 million as at
31 December 2013. The gearing ratio (defined as total borrowings
divided by shareholders’ equity) was zero (2013: same). The gearing
ratio is considered healthy and suitable for the continued growth of the
Group's business.

CAPITAL STRUCTURE AND DETAILS OF CHARGES

As at 31 December 2014, the Group had no bank borrowings (2013:
Nil) and had banking facilities of approximately HK$22.5 million (2013:
HK$23.0 million). As at 31 December 2014, the banking facilities
were secured by the leasehold land and buildings of a subsidiary of
the Company, with a net carrying amount of HK$3.5 million (2013:
HK$3.7 million) and HK$12.7 million (2013: HK$14.1 million),
respectively.

Approximately HK$979.4 million, HK$626.0 million, HK$272.9
million, HK$92.1 million and HK$7.3 million of the Group’s cash
balances were denominated in Renminbi, Hong Kong dollar, US
dollar, Japanese Yen and Macanese pataca (“MOP”) respectively as at
31 December 2014.

Approximately HK$664.5 million, HK$118.9 million, HK$166.8
million, HK$105.4 million, HK$0.2 million and HK$5.3 million of the
Group’s cash balances were denominated in Renminbi, Hong Kong
dollar, US dollar, Japanese Yen, Euro and MOP respectively as at 31
December 2013.

SIGNIFICANT INVESTMENT

Save as disclosed in this annual report, the Group had no significant
investment held as at 31 December 2014.
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MATERIAL ACQUISITION AND DISPOSAL OF
SUBSIDIARIES OR ASSOCIATED COMPANIES

Save as disclosed in this annual report, the Group did not have any
material acquisition or disposal of subsidiaries or associated companies
during the year ended 31 December 2014.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

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

EXCHANGE RATES EXPOSURE

The Group derives its revenue, makes purchases, incurs expenses
and has its assets and liabilities denominated mainly in US dollars,
Renminbi, Hong Kong dollars and Japanese Yen. Currently, the Group
has not entered into any agreements or purchased instruments to
hedge the Group’s exchange rate risks. Any material fluctuation in the
exchange rates of Hong Kong dollars, Renminbi or Japanese Yen may
have an impact on the operating results of the Group.

CONTINGENT LIABILITIES

The Group had no material contingent liabilities as at 31 December
2014.

EMPLOYEES

The total number of employees of the Group as at 31 December 2014
was 2,353. The breakdown of employees by division is as follows:
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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 operates
a share option scheme and an employees’ incentive scheme, the
details of which are set out in the Report of the Directors. The Group
also sponsors selected employees to attend external training courses
that suit the needs of the Group’s businesses.

Disclaimer:

Non-GAAP measures

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

There are huge potential in the third-party payment market in
Mainland China with broad customer base and a great variety of
services. Whilst the reformation process required by the relevant
regulatory authorities has almost completed, the acquirement of new
merchants will be resumed upon the passing of the inspection by
the relevant regulatory authorities. We will then put great efforts to
acquire new merchants through marketing efforts in order to achieve
the growth of operation scale of payment processing and strengthen
our market position. At the same time, the system upgrade has been
completed, our transaction handling abilities are more stable and
effective and new internet payment service is provided in addition
to the original bank card acquiring business. In the future, we expect
that the third-party payment business will become a more segmented
market. The Company will seize the existing competition advantage to
provide different value-added customized services through utilization
of customer resources and establishment of close business relation
with them.

FINANCIAL SOLUTIONS

At present, Hi Sun continues to strengthen the competitive edge
in the core banking sector. In the new cycle of banking business
transformation, we seize the market opportunities and successfully
enter into new contracts with customers such as China Guangfa
Bank and China Minsheng Banking Corp., Ltd Hong Kong Branch.
The establishment and enforcement of channel cooperation strategy
has effectively increased the operating revenue and profit margin of
the Company and consolidated our leading position in the industries
including core banking and financial payment solutions. Internet
Banking Promotion has produced initial results, and P2B/P2P business is
successfully implemented by customers such as China Guangfa Bank,
Bohai Bank. For the third party payment aspect, Anbang Insurance
Group is one of the new major customers. Meanwhile, we expect
that the ATM outsourcing operation business will maintain stable and
steady cash-flow for the Company.
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ELECTRONIC POWER METERS AND SOLUTIONS

Currently, in order to reinforce the technical and quality control, State
Grid has established series of technical specification standard against
key components, and a series of stringent components quality control
systems, regulatory technical standards and assessment systems were
filed and performed random check. The implementation of these
standards and systems will raise the requirements on product design
and development, materials control and manufacturing management,
which will pose challenges to our business. Meanwhile, it is expected
that total tender volume of smart meters and data collection devices
by State Grid Corporation may decline in coming year. In response to
these changes, we will, on the one hand, speed up the R&D projects,
gradually obtain some compliance certificates of product examination
in compliance with new technical specifications of State Grid and
South Grid. At the same time, we are pertinently optimising the
upgrade on automated production line so as to provide strong technical
support and production quality assurance for market development in
the future. Through these efforts, our management team determined to
mitigate the adverse effect and seize market opportunities.

TELECOMMUNICATION SOLUTIONS

With the rapid development of its 4G business, China Mobile is now
more open and flexible with regard to the relevant industry chain and
value chain. While the Jiangsu Base of China Mobile is maintaining a
stable development for the traditional voice value-added business, it is
actively promoting and exploring various forms and contents of value-
added business based on voice traffic so as to develop an integrated
services platform for value-added business based on audio output.
It is expected that we will continue to acquire new opportunities
for growth. Comic base of China Mobile runs the genuine comic
interactive entertainment platform (IEHxEhi8 B B#R44F &) with the
widest coverage, the fastest updating speed and the highest revenues
generated from works in the PRC. Hi Sun continuously provides various
types of business products, including “Ff&)2”, “colour printing” and
“S8& 75", and becomes one of its core technology supporting partners.
With China Mobile’s development of new media in the future, Hi Sun
will also benefit from more development opportunities. Meanwhile, we
will also utilize our vast experience in the communication sector and
seize the opportunities arising from the integration of mobile Internet
and communication to develop new integrated business products for
enterprises and individual customers.
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PAYMENT PLATFORM SOLUTIONS

China Mobile’s K1) business (formerly known as “mobile payment”
or “mobile wallet”) is one of the leading consolidated mobile payment
business for individual and corporate customers provided by China
Mobile: Customers can enjoy a variety of safe and trendy online and
offline payment experience conveniently and promptly. In 2015, apart
from the continuous development of traditional business such as the
air time payment, we expect that the E-commerce base will focus on
the development of some key businesses such as internet financial

wealth management “FIHE”

and e-coupons. The ongoing investment
of China Mobile will continue to speed up the development of F1
B business. We are the important supporting partner of E-commerce
base’s A€ business. By leveraging on our excellent supporting
services and good cooperation relationships, it is expected that
we will generate more income from supporting services with the
expansion of trading volume of 1 business and the increase of
business lines and products. In addition, we are also exploring other
business developments, including the cooperation of payment related
businesses on channel level. Meanwhile, Hi Sun will continue to seek
opportunities to launch the self-operated mobile internet business.
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The Board is pleased to present this Corporate Governance Report in
the Group’s annual report for the year ended 31 December 2014.

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

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

CORPORATE GOVERNANCE PRACTICES

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

The Company has in formulating its corporate governance practices
applied the Principles and complied with all of the Code Provisions for
the year ended 31 December 2014.

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

DIRECTORS’ SECURITIES TRANSACTIONS

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

Specific enquiry had been made to all the directors and the directors
have confirmed that they have complied with the Model Code
throughout the year ended 31 December 2014.

The Company has also established written guidelines with exact terms
as set out in Appendix 10 to the Listing Rules for securities transactions
by employees who are likely to be in possession of unpublished inside
information of the Company.
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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 which may involve
conflict of interests), financial information, appointment of Directors
and other significant financial and operational matters.

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

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

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

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

Composition

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

The Board currently comprises 9 members, consisting of 5 Executive
Directors, 1 Non-Executive Director and 3 Independent Non-Executive
Directors.
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The Board comprises the following Directors:

Executive Directors:

Cheung Yuk Fung (Chairman)

Kui Man Chun (Chief Executive Officer)
Xu Wensheng

Li Wenjin

Xu Chang Jun

Non-Executive Director:
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 and their relationship
among the members of the Board, if any, are provided in the “Directors
and Senior Management” section of this annual report.

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

Code provision A.4.1 of CG Code stipulates that Non-Executive
Director should be appointed for a specific term subject to re-election.
The Non-Executive Director and Independent Non-Executive Directors
are appointed for a fixed contract term subject to re-election in
accordance with the Company’s Bye-laws.

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

Code provision A.4.3 of CG Code stipulates that serving more than 9
years could be relevant to the determination of the independence of an
Independent Non-Executive Director. If an Independent Non-Executive
Director has served for more than 9 years, his further appointment
should be subject to a separate resolution to be approved by the
shareholders.
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Training for Directors

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

All Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills. The
Company has arranged in-house trainings for the Directors in the form
of seminar and provision of training materials. A summary of training
received by the Directors during the relevant period according to the
records provided by the Directors is as follows:
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Name of Directors BN
Executive Directors: BITEE
Cheung Yuk Fung REE
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Non-Executive Director: FHHITESE :
Chang Kai-Tzung, Richard b PE
Independent Non-Executive Directors: BUHFHITESE -
Tam Chun Fai BRI
Leung Wai Man, Roger RER

Xu Sitao FFEE

BOARD DIVERSITY POLICY

The Board has adopted a board diversity policy. The Company seeks
to achieve board diversity through the consideration of a number of
factors in the Board members’ selection process, including but not
limited to gender, age, cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of service. All
Board appointments will be based on meritocracy, and candidates
will be considered against objective criteria, having due regard for the
benefits of diversity on the Board.
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During the reporting period, the Company has a solid slate of Directors
with diverse perspectives and varied educational background and
expertise made-up, from extensive knowledge of the information
technology industry and electronic payment industry, experience in
international trade, finance and corporate management, to professional
qualifications in the legal and accounting fields. Each Director had
accumulated experience in his respective field of expertise for at least
20 years, all of whom are anchored by the common trait of having
a natural aptitude and singular drive for the industry so as to bring
sustainable growth to the Company.

Board Meetings and Directors’ Attendance

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

The individual attendance record of each Director at the four regular
quarterly meetings of the Board (not including other ad hoc meetings
of the Board held from time to time), Audit Committee meetings,
Nomination Committee meeting, Remuneration Committee meeting
and general meeting during the year ended 31 December 2014 is set
out below:
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Practices and Conduct of Meetings
Annual meeting schedules and draft agenda of each meeting are
normally made available to the Directors in advance.

Notices of regular Board meetings are served to all Directors at least
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 appraised of the
latest developments and financial position of the Company and to
enable them to make informed decisions. The Board and individual
Directors 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 the Directors for comment within a reasonable
time after each meeting and the final version is open for the Directors’
inspection.

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 the Directors to abstain from voting and not to be
counted in the quorum at meetings for approving transactions in which
such Directors or any of their associates (as defined in the Listing
Rules) have a material interest.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Code Provision A.2.1 stipulates that the roles of Chairman and Chief
Executive 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, in a timely manner, adequate information,
which must be accurate, clear, complete and reliable and appropriate
briefing on issues arising at Board meetings, and that all key and
appropriate issues are discussed by the Board in a timely manner.
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The role of the Chief Executive focuses on implementing objectives,
policies and strategies approved and delegated by the Board. He is in
charge of the Company’s day-to-day management and operations. The
Chief Executive 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 2014, 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. In compliance with Rule 3.10A
of the Listing Rules, Independent Non-Executive Directors represented
at least one-third of the Board throughout the year ended 31 December
2014.

The Company has received a 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.

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 are established with defined written terms of reference.
The terms of reference of the Board committees are posted on the
Company’s website and the Stock Exchange’s website and are
available to Shareholders upon request.
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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 Wenjin

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

Li Wenjin

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

Audit Committee

The Audit Committee 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
auditor.

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 auditor before submission to the Board;

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

(c) toreview the adequacy and effectiveness of the Company’s
financial reporting system, internal control system and risk
management system and associated procedures.
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The Audit Committee held two meetings during the year ended 31
December 2014 to review the financial results and reports, financial
reporting and compliance procedures, internal control system and
risk management review and processes and the reappointment of the
external auditor.

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

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

The Company’s annual results for the year ended 31 December 2014
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 ended 31 December 2014.

In accordance with the Company’s Bye-laws 87(1) and 87(2), Mr. Li
Wenjin, Executive Director and Mr. Tam Chun Fai and Mr. Xu Sitao,
Independent Non-Executive Directors of the Company, will retire at
the forthcoming 2015 annual general meeting and being eligible, will
offer themselves for re-election.

The Board recommended the re-appointment of the Directors standing
for re-election at the 2015 annual general meeting of the Company.

The Company’s circular dated 16 March 2015 contains detailed
information of the Directors standing for re-election.
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Remuneration Committee

The primary objectives of the Remuneration Committee include
making recommendations to the Board on the remuneration policy and
structure and remuneration packages of the Directors and the senior
management. The Remuneration Committee is also responsible for
establishing transparent procedures for developing such remuneration
policy and structure to ensure that no Director or any of his associates
will participate in deciding his own remuneration, whose remuneration
will be determined with 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 two meetings during the year ended 31
December 2014.

Pursuant to Code Provision B.1.5, the remuneration of the members of
the senior management by band for the year ended 31 December 2014
is set out below:
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Further particulars regarding Directors’ emoluments and the five
highest paid employees as required to be disclosed pursuant to
Appendix 16 to the Listing Rules are set out in note 9 to the financial
statements.

Corporate Governance Function

The Board is responsible for performing the corporate governance
duties of the Company, including (i) to develop and review the Group's
policies and practices on corporate governance; (ii) to review and
monitor the training and continuous professional development of the
Directors and the senior management and (iii) to review the Group’s
compliance with the CG Code and disclosure in this Corporate
Governance Report.
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RESPONSIBILITIES IN RESPECT OF THE FINANCIAL
STATEMENTS

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

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

The statement of the external auditor of the Company about their
reporting responsibilities on the financial statements is set out in the
“Independent Auditor’s Report” on pages 58 to 61.

INTERNAL CONTROL

For the internal control system of the Company, the Board has
developed the Group’s internal control systems and risk assessment
and management. The Board has overall responsibility for reviewing
and maintaining an adequate and effective internal control system to
safeguard the interests of the Shareholders and the assets of the Group.
During the year, the Board has conducted reviews of the internal
control system and considered that the internal control system of the
Group has been implemented effectively.

AUDITOR’S REMUNERATION

The remuneration paid to the external auditor of the Company in
respect of audit services for the year ended 31 December 2014
amounted to approximately HK$3,320,000. There was no non-audit
service provided by the external auditor of the Company for the year
ended 31 December 2014.

SHAREHOLDERS’ RIGHTS AND INVESTOR RELATIONS

(@ Procedures for requisitioning a special general meeting
Shareholder(s) holding as at the date of deposit of the requisition
not less than one-tenth of the paid up capital of the Company
carrying the right to vote at general meetings of the Company
may, by written requisition to the Board or the Company
Secretary(ies) signed and deposited in accordance with the
Bye-laws of the Company, Bermuda Companies Act 1981,
require the Directors to call a special general meeting for the
transaction of business specified in the requisition.
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Procedures for putting forward proposals at general meetings
Shareholder(s) holding not less than one-twentieth of the paid-up
capital of the Company carrying the right to vote at general
meetings of the Company or not less than 100 Shareholders may,
at their expense, provide a written request to the attention of the
Company Secretary(ies) signed and deposited in accordance with
the Bermuda Companies Act 1981 to put forward proposals at
general meeting.

Communication with shareholders and investors

General meetings of the Company provide a direct forum
of communication between Shareholders and the Board.
Shareholders are welcome to put forward enquiries to the Board
or the management thereat and the Chairman of the Board, or
in his absence, an Executive Director of the Company, as well
as the 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 commonly be present
and available to answer questions and Shareholders may also
contact the Company Secretary(ies) to direct their written
enquires.

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

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

On behalf of the Board

Cheung Yuk Fung
Chairman

Hong Kong, 5 March 2015
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The Directors submit their report together with the audited financial
statements for the year ended 31 December 2014.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

The principal activity of the Company is investment holdings. The
principal activities of the Group are provision of payment processing
solutions, provision of financial solutions, sales of electronic power
meters and solutions, provision of telecommunication solutions and
provision of payment platform solutions.

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 2014 are set
out in the consolidated income statement on page 62.

The Directors do not recommend the payment of a dividend (2013:
Nil).

RESERVES

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

DONATIONS

No charitable and other donations was made by the Group during the
year (2013: HK$1,262,000).

PROPERTY, PLANT AND EQUIPMENT

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

SHARE CAPITAL AND SHARE OPTIONS

The Company operates a share option scheme 2011 (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 (the “Participants”) include the
Group’s full-time employees, and executive and non-executive
Directors. The Scheme became effective on 29 April 2011 and unless
otherwise cancelled or amended, will remain valid and effective for a
period of 10 years from that date. Further details of the Scheme can be
found in the circular of the Company dated 28 March 2011.
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The total number of shares of the Company (the “Shares”) which may
be issued upon exercise of all options to be granted under the Scheme,
and any other share option schemes of the Company in issue, shall
not in aggregate exceed 10% of the relevant class of securities of the
Company in issue as at the date of approval of the Scheme unless the
Company-obtains a fresh approval from its Shareholders.

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% 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% 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, 267,342,983 Shares were 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 on the last day of such
period.

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 by way of consideration for the
grant thereof is received by the Company.

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 Stock Exchange’s daily quotations sheet on
the Offer Date, which must be a day on which the Stock Exchange
is open for the business of dealing in securities (“Trading Day”); (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 (iii) the nominal value of a
Share.

No share option of the Company was granted or exercised during the
year ended 31 December 2014. As at 31 December 2014, and up
to the date of this report, there was no issued and outstanding share
option under the Scheme which has not been exercised or lapsed.
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EMPLOYEES’ INCENTIVE PROGRAMMES

(@)

(b)

Issuance of share options of a subsidiary

On 6 January 2014, EEZATEEHEBAR LA (“Chongqing
Jiexing”), which was accounted for as a wholly-owned subsidiary
of the Company, and a wholly-owned subsidiary of Chongqing
Jiexing (the “Subsidiary”), entered into a conditional options
agreement with certain management of the Subsidiary (the
“Grantees”) pursuant to which Chongging Jiexing and the
Subsidiary conditionally agreed to grant options to the Grantees
to subscribe for up to 20% of the enlarged registered capital of
the Subsidiary at the exercise price of RMB1.2 for every RMB1.0
in the enlarged registered capital of the Subsidiary within a
period of six months from the date of grant. Assuming that all of
the Grantees exercise the options in full, the Grantees would,
in aggregate, own 20% of the enlarged registered capital of the
Subsidiary and the Group’s interests in the Subsidiary would be
diluted from 100% to 80%.

The exercise of the options shall be conditional upon and subject
to the fulfilment and satisfaction of the exercise condition that
each of the Grantees shall have been under full time employment
of the Subsidiary for at least 2 years on the exercise date and the
remaining terms of employment under each of their respective
employment contracts with the Subsidiary shall not be less than
36 months from exercise date. The options were granted on 18
February 2014.

During the year, options for the right to subscribe for up to
19.96% of the enlarged capital of the Subsidiary were exercised
while options for the right to subscribe up to 0.04% of the
enlarged capital of the Subsidiary were lapsed and no share
options in the Subsidiary was outstanding.

Option deeds of a subsidiary

On 1 September 2011, Mega Hunt Microelectronics Limited
(“Mega Hunt Microelectronics”), an indirectly owned subsidiary
of the Group entered into six option deeds with certain directors
and employees of Mega Hunt Microelectronics and its subsidiary.
3,500,000 ordinary shares of Mega Hunt Microelectronics may
be issued upon the exercise of all options granted under the
option deeds at an exercise price of HK$1.00 per share. Unless
otherwise cancelled or amended, the option deeds would remain
valid and effective for the period of 36 months from 1 September
2011.
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Under the option deeds, 50% of the options shall vest upon
the expiry of a period of 12 months from the date of the option
deeds; and the balance of 50% of the options shall vest upon
the expiry of a period of 24 months from the date of the option
deeds. Prior to exercise of the option, the option holders are not
entitled to dividends. There are also no accelerated vesting rights
in case of winding of Mega Hunt Microelectronics.

No share option has been exercised under the option deeds.
These option deeds were forfeited as at 1 September 2014.

DISTRIBUTABLE RESERVES

As at 31 December 2014, the Company had reserves available
for distribution as calculated under the Companies Act 1981 of
Bermuda (as amended) amounting to HK$140,935,000 (2013:
Nil). The Company’s share premium account, in the amount of
HK$1,290,857,000 (2013: HK$1,290,857,000) 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 relating to such rights under the
laws of Bermuda.

FIVE YEARS 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 180.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

The Company had not redeemed any of its Shares during the year.
Neither the Company nor any of its subsidiaries had purchased or sold
any of the Shares during the year ended 31 December 2014.

DIRECTORS

The Directors during the year ended 31 December 2014 and up to the
date of this report were:

Executive Directors:
CHEUNG Yuk Fung
KUI Man Chun

XU Wensheng

LI Wenjin

XU Chang Jun
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Non-Executive Director:
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 are subject to retirement by rotation and re-election at
the annual general meeting of the Company.

Mr. Li Wenjin, Executive Director and Mr. Tam Chun Fai and Mr. Xu
Sitao, Independent Non-Executive Directors of the Company, will
retire at the forthcoming 2015 annual general meeting and being
eligible, will offer themselves for re-election.

DIRECTORS’ SERVICE CONTRACTS

No Director proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company or any of its
subsidiaries which is not determinable by the employer within 1 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 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 the Directors and the senior management
are set out on pages 4 to 6.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND
SHORT POSITIONS IN THE SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2014, the interests and short positions of each
Director-and Chief Executive in the shares, underlying shares and
debentures of the Company and its associated corporations (within the
meaning of the Securities and Futures Ordinance (“SFO")), as recorded
in the register maintained by the Company under Section 352 of the
SFO or as notified to the Company were as follows:

Ordinary shares of HK$0.0025 each in the Company
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Number of shares held

RGO BE

Personal interest ~ Corporate interest Total
Name of Director EEHA BAREzE AR ER wme
Kui Man Chun RBEE 28,650,000 617,083,636 645,733,636

(note (i) (H173(i))

Xu Wensheng (i e 4,566,000 - 4,566,000
Li Wenjin FXE 6,400,000 - 6,400,000
Xu Chang Jun REE 16,563,000 - 16,563,000
Xu Sitao FFEE 700,000 - 700,000
Note: Bt

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

Save as disclosed above, as at 31 December 2014, none of the
Directors, the Chief Executive of the Company nor their associates
(as defined in the Listing Rules) had any interests or short positions in
any shares, underlying shares or debentures of the Company or any
of its associated corporations (within the meaning of Part XV of the
SFO) as recorded in the register maintained by the Company pursuant
to section 352 of the SFO or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of the Listed Companies.

(i) ZERMHEEEFFBHI Sun Limited(EEEHE
99.16%E %5 2 A 7]) &Hi Sun LimitedZ 2 & B A A
Rich Global Limited### °
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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 2014, the Company
had been notified of the following substantial shareholders” interests
and short positions, being 5% or more of the Company’s issued share
capital. These interests are in addition to those disclosed above in
respect of the Directors and Chief Executive.

Name of shareholder

BREM/ R

Rich Global Limited (“RGL")***

Hi Sun Limited (“HSL”)*** (Note 1)
(Hfa1)

Mr. Kui Man Chun (Note 1)
REEHEREWZT)

Ever Union Capital Limited (“Ever Union”)

Mr. Che Fung (Note 2)
B (fa2)

Atlantis Capital Holdings Limited

Ms. Liu Yang (Note 3)
BIRA L (HEE3)

Notes:

HSL had interest in the Company’s share capital by virtue of its control of 100%
shareholding in RGL, such capital were deemed interests of HSL and in turn of Kui
Man Chun through his control of 99.16% interest in HSL, in addition to his personal
interest as disclosed in the section above.

Mr. Che Fung was interested in the Company’s share capital by virtue of his control

of 100% shareholding in Ever Union.

The 166,021,000 shares were held by Atlantis Investment Management (Hong
Kong) Limited (“Atlantis Investment”) in the capacity of investment manager.
Atlantis Investment was wholly owned by Atlantis Capital Holdings Limited (“Atlantis
Capital”) which was in turn wholly owned by Liu Yang. Liu Yang and Atlantis
Capital were, therefore, deemed to be interested in such Shares which Atlantis
Investment was interested under Part XV of the SFO.
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Number of percentage of
ordinary shares shareholding**
EEREE - REZBOFDH
617,083,636(L)* 22.22%
617,083,636(L)* 22.22%
645,733,636(L)* 23.25%
334,314,000(L)* 12.04%
334,314,000(L)* 12.04%
166,021,000(L)* 5.98%
166,021,000(L)* 5.98%

=3
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LA HEas o

2 HIESEARESEver UnionZ 100% B MR AR &%
KRR EARER

3 #25166,021,0000% %7 F3 Atlantis Investment Management
(Hong Kong) Limited([ Atlantis Investment|) A& &
IR E HIEA © Atlantis InvestmentfAtlantis Capital
Holdings Limited ([ Atlantis Capital |) & & ¥ A -
Atlantis Capital B2IR2EHE - Bt - BRIFEFH L H
BIEDIZEXVED - 21 RAtlantis Capital iR BRZE
Atlantis Investment# 5 ## 2 ffn s B s o
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* The Letter “L” denotes a long position in Shares.

= The percentage is calculated based on the total number of issued shares of the
Company as at 31 December 2014, which was 2,776,833,835 ordinary shares.

#% Mr. Kui Man Chun and Mr. Li Wenjin were directors of RGL and Mr. Kui Man
Chun, Mr. Li Wenjin and Mr. Xu Wensheng were 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.

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

CONNECTED TRANSACTIONS

Details of the connected transactions or continuing connected
transactions not exempted under Rule 14A.31 or Rule 14A.33 of the
Listing Rules are disclosed below. The Group has complied with the
disclosure requirements in accordance with Chapter 14A of the Listing
Rules in respect of such transactions.

Grant of Options by and Deemed Disposal of a Wholly-owned
Subsidiary

As disclosed in the announcement of the Company dated 6 January
2014 and the circular of 28 January 2014, on 6 January 2014, EF
EITEEBEE AR AT (“Chongqing Jiexing”), which was accounted
for as a wholly-owned subsidiary of the Company, and a wholly-
owned subsidiary of Chongqing Jiexing (the “Subsidiary”), entered
into a conditional options agreement with certain management of the
Subsidiary (the “Grantees”) pursuant to which Chongging Jiexing and
the Subsidiary conditionally agreed to grant options to the Grantees to
subscribe up to 20% of the enlarged registered capital of the Subsidiary
at the exercise price of RMB1.2 for every RMB1.0 in the enlarged
registered capital of the Subsidiary within a period of six months from
the date of grant. Assuming that all of the Grantees exercise the options
in full, the Grantees would, in aggregate, own 20% of the enlarged
registered capital of the Subsidiary and the Group’s interests in the
Subsidiary would be diluted from 100% to 80%.

Mr. Shen Zheng, being one of the Grantees, was a director and
general manager of the Subsidiary and a connected person of the
Company. Accordingly, the entering into of the options agreement
and the transactions contemplated thereunder constituted connected
transactions of the Company under Chapter 14A of the Listing Rules.
The options were granted to the Grantees on 18 February 2014.

Details of the related party transactions of the Group which did not
constitute continuing connected transactions under Chapter 14A of the
Listing Rules are set out in note 32 to the financial statements.
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OTHER TRANSACTION DURING THE YEAR

Beijing Ronglian Yitong Information Technology Co. Ltd. (“Ronglian”)
was a then wholly-owned subsidiary of the Company. Cloopen Group
Holding Limited (“Cloopen”) and two subsidiaries, namely Cloopen
Limited and Anxun Guantong (Beijing) Technology Co., Ltd. (“Anxun”)
(together as “Cloopen Group”) were formed during the financial year
ended 31 December 2014.

On 25 July 2014, Main Access Limited (“Main Access”), a wholly-
owned subsidiary of the Company, entered into a subscription
agreement (the “Subscription Agreement”) with Sequoia Capital CV
IV Holdco, Ltd. (“Sequoia”), Cloopen Group, Ronglian together with
Cloopen Co., Ltd. and Slivo Co., Ltd.

According to the Subscription Agreement, Main Access conditionally
agreed to subscribe for 45,800,000 Class B Ordinary Shares of
Cloopen (“Class B Ordinary Shares”). The consideration for the Class B
Ordinary Shares issued to Main Access was US$1,382,046 (equivalent
to HK$10,780,000). Sequoia conditionally agreed to subscribe for
8,457,962 Class B Ordinary Shares and 18,642,038 Series A Preferred
Shares of Cloopen (“Series A Preferred Shares”). The consideration for
the Class B Ordinary Shares and the Series A Preferred Shares issued
to Sequoia were US$1,250,000 (equivalent to HK$9,750,000) and
US$2,750,000 (equivalent to HK$21,450,000), respectively.

In addition, Cloopen shall duly reserve 13,500,000 Class A Ordinary
Shares of Cloopen (“Class A Ordinary Shares”), representing 13.5%
of its enlarged capital to be issued to the Cloopen’s employees,
consultants, officers or directors pursuant to an employee incentive
scheme adopted following the completion of the Subscription
Agreement. On 26 September 2014, these options were granted.

The Group and Ronglian also entered into certain contractual
agreements with others including Anxun, pursuant to which the control
of Ronglian was transferred to Anxun.

Upon completion of the Subscription Agreement on 1 August 2014, the
Group'’s indirect interests in Ronglian decreased from 100% to 52.9%
(or 45.8% on a fully-diluted basis). Ronglian became a subsidiary of
Cloopen Group, which in turn became a joint venture of the Group
thereafter. The Group ceased to have control over Ronglian since the
Group did not control the majority of the board of directors of Cloopen
upon the completion.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year ended 31 December 2014.
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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 11%
— five largest suppliers combined 30%
Sales

— the largest customer 19%
— five largest customers combined 37%

During the year, total cost of purchases included cost of inventories
sold of electronic funds transfer point-of-sale (“EFT-POS”) terminals
purchased from PAX Global Technology Limited (“PAX Global”)
which amounted to approximately HK$55.0 million, representing
approximately 11% of total purchases and being the Group’s largest
supplier/one of the five largest suppliers of the Group for the year. The
Company held 33.07% interest in PAX Global and Mr. Li Wenjin, an
Executive Director of the Company and an Executive Director of PAX
Global, was interested in 10,000,000 share options issued by PAX
Global (the underlying shares of which represented approximately
0.91% of the issued share capital of PAX Global) as at 31 December
2014.

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

SUBSEQUENT EVENTS

On 6 February 2015, Main Access Limited (“Main Access”), a
subsidiary of the Company, entered into a subscription agreement
(the “Series B Subscription Agreement”) with Trustbridge Partners V,
L.P. (“Trustbridge”), Sequoia Capital CV IV Holdco, Ltd. (“Sequoia”),
Cloopen Group Holding Limited (“Cloopen”), a joint venture of the
Company, two subsidiaries of Cloopen, namely Cloopen Limited and
Anxun Guantong (Beijing) Technology Co., Ltd. (“Anxun”), Beijing
Ronglian Yitong Information Technology Co. Ltd. (“Ronglian”),
together with Cloopen Co., Ltd., Slivo Co., Ltd., Mr. LI Xiaoguang and
Mr. SUN Changxun, pursuant to which Trustbridge conditionally
agreed to subscribe for and purchase from Cloopen, and Cloopen
conditionally agreed to issue and sell to Trustbridge 19,617,225
Series B Preferred Shares of Cloopen (“Series B Preferred Shares”). The
consideration for the Series B Preferred Shares issued to Trustbridge
shall be US$10,200,000. In addition, Cloopen shall duly reserve
9,003,447 Class A Ordinary Shares of Cloopen (“Class A Ordinary
Shares”), to be further issued to the Cloopen’s employees, consultants,
officers or directors pursuant to an employee incentive scheme to
be adopted following the completion of the Series B Subscription
Agreement.
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Upon the completion of the Series B Subscription Agreement on 11
February 2015, the Group’s interests in Ronglian further decreased
to 43.2% (or 35.6% on a fully-diluted basis). The relevant financial
impact of the transaction will be reflected in the consolidated financial
statements of the Group for the year ending 31 December 2015.

PENSION SCHEME

The subsidiaries operating in Hong Kong are required to participate in
a defined contribution retirement scheme of the Group or the Company
set up in accordance with the Hong Kong Mandatory Provident
Fund Ordinance. Under the scheme, the employees are required to
contribute 5% of their monthly salaries up to a maximum of HK$1,500
and they can choose to make additional contributions. The employer’s
monthly contributions are calculated at 5% of the employee’s monthly
salaries up to a maximum of HK$1,250 or HK$1,500 (effective from
1 June 2014) (the “Mandatory Contributions”). The employees are
entitled to 100% of the employer’s Mandatory Contributions upon
their retirement at the age of 65 years old, death or total incapacity.

In addition, pursuant to the government regulations in the 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 yearly wages 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.

AUDITOR

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

On behalf of the Board
Cheung Yuk Fung

Chairman

Hong Kong, 5 March 2015
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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 62 to 179, which comprise the consolidated and
company balance sheets as at 31 December 2014, and
the consolidated income statement, the consolidated
statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated cash
flow statement for the year then ended, and a summary
of significant accounting policies and other explanatory
information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

HI SUN TECHNOLOGY (CHINA) LIMITED

ANNUAL REPORT 2014
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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 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,

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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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.
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OPINION

In our opinion, the consolidated financial statements give
a true and fair view of the state of affairs of the Company
and of the Group as at 31 December 2014, and of the
Group’s profit and cash flows for the year then-ended
in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance
with the disclosure requirements of the Hong Kong
Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 5 March 2015
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For the year ended 31 December

BE+-A=+—HLHFE

2014 2013
—2-NF —F—=F
Note HK$’000 HK$'000
iEsd FTHET FHET
Revenue WA 56 1,529,179 1,294,337
Cost of sales HHERAR 7 (1,019,820) (810,410)
Gross profit EF 509,359 483,927
Other income H A 5 24,408 14,170
Other gains, net HAtb Y 227558 5 126,360 1,167
Selling expenses HEMX 7 (178,907) (177,700)
Administrative expenses 1T F 7 (419,971) (367,373)
Impairment of intangible assets BIVEERME 7,17 (61,978) (11,864)
Gain on disposal of a subsidiary HE—RRE AR W 29(b) 51,743 -
Operating profit/(loss) reEmF (E1E) 51,014 (57,673)
Share of profit of investments accounted ~ FE{G AREZSEABR 2 IRE 2
for using the equity method gl 20 118,901 92,612
Gain/(loss) on disposal/dilution of interest & & AR A
in an investment accounted for using MNRZIRER#RZ
the equity method Wz (E18) 20 251,215 (6,883)
Profit before income tax BR A8 Bt A& 421,130 28,056
Income tax expense PSR 10 (19,886) (1,455)
Profit for the year FREF 401,244 26,601
Profit/(loss) attributable to: PEfRER, (B5E)
— Equity holders of the Company — AREEEEAA 397,071 30,045
— Non-controlling interests — FFIERE s 4,173 (3,444)
401,244 26,601
HK$ per share ~ HKS$ per share
BRET BET
Earnings/(loss) per share for profit AAREEFEA
attributable to the equity holders of BiEaR 28R
the Company: BR,(BR)
Basic BN 13 0.14 0.01
Diluted ey 13 0.13 (0.01)

The notes on pages 72 to 179 are an integral part of these consolidated

financial statements.
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For the year ended 31 December

BE+-A=+—-HLEE

2014 2013
—E-mEF —E-=F
HK$’000 HK$'000
THET FHET
Profit for the year F R 401,244 26,601
Other comprehensive income/(loss), H 2w (EE)
net of tax (HIRRFHIE)
Items that have been reclassified or may be EEHMSERHBTREN
subsequently reclassified to profit or loss PEEBNREGEEZER
Exchange differences arising on translation of BEGINTB R R Rk
the financial statements of foreign subsidiaries EEZIERZR (16,387) 17,483
Share of other comprehensive (loss)/income of FE(E AR EARZIRE Z
investments accounted for using the equity Hib2m(EsE) M=
method (13,924) 11,826
Fair value gain on revaluation of EfFHEESREE
available-for-sale financial assets NEEYEE - 2,951
Release of reserves upon disposals of HERfLESEER
available-for-sale financial assets B & (772) -
Release of reserves upon disposal/dilution of & BE A EREARZ
interest in an investment accounted —IEREEREELZ &
for using the equity method (2,791) (151)
Release of reserves upon disposal of HE—FENERRIREL Y
a subsidiary f# (248) -
Total comprehensive income for the year, FRE2EKFZLE(HRBRBE)
net of tax 367,122 58,710
Total comprehensive income/(loss) B mls (B8 8% :
attributable to:
— Equity holders of the Company — ARBERFEA 362,780 62,388
— Non-controlling interests — JEIEA S 4,342 (3,678)
367,122 58,710

The notes on pages 72 to 179 are an integral part of these consolidated

financial statements.
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As at 31 December

R+=A=+—H
2014 2013
—E-IOF —F—=
Note HK$’000 HK$’000
B EE FExT FAT
ASSETS BE
Non-current assets FRBEE
Investment properties S E W 14 2,061 2,233
Property, plant and equipment M - R KR 15 108,826 154,689
Leasehold land HETH 16 35,383 36,653
Intangible assets BV EE 17 29,389 68,420
Investments accounted for using the equity LAEZA AR ZI&E
method 20 1,372,967 1,561,681
Available-for-sale financial assets AL EsREE 18 - 30,395
Long-term deposits and prepayments REE S RIEN IR 22 2,624 2,916
Total non-current assets FRBEELE 1,551,250 1,856,987
Current assets REBEE
Inventories FE 21 53,726 76,602
Trade and bills receivables FEW R TR I B W R 1 22 336,828 345,467
Receivables from payment processing YR D ERIBERR T RETS
solutions business e 22 106,784 165,797
Other receivables, prepayments and EApfEUWGRIE « TENFRIER
deposits e 22 50,690 46,577
Amounts due from investments accounted EUW AR EABR ZIEE 2
for using the equity method RIE 32 22,741 3,451
Short-term bank deposits RHIRTTIER 23 11,056 20,428
Cash and cash equivalents Be MREEEY 24 1,977,677 1,061,136
Total current assets MENEEAE 2,559,502 1,719,458
Total assets EEH#E 4,110,752 3,576,445
EQUITY s
Capital and reserves attributable to the ~ ZAAREZIFH ABMERE
Company’s equity holders R f#iE
Share capital &N 25 6,942 6,942
Reserves e 26 3,185,439 2,752,418
3,192,381 2,759,360
Non-controlling interests IEERER 21,822 (13,384)
Total equity RSB 3,214,203 2,745,976
The notes on pages 72 to 179 are an integral part of these consolidated ~ £872F 1798 Z Ml s 4R & M ISR & 2 E 6

financial statements.
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Consolidated Balance Sheet (Continued)

A B AL R (D)

As at 31 December

B+=—H=+—H
2014 2013
—E-MmEF —E-=fF
Note HK$’000 HK$'000
BfaE FER FAT
LIABILITIES afE
Non-current liabilities FREBEE
Deferred income tax liabilities BIEFSHLBE 28 187 1,245
Total non-current liabilities FREBEERE 187 1,245
Current liabilities RESE
Trade and bills payables JERTER R R IE T =B 27 178,002 157,836
Payables for payment processing solutions 232 Z BRI EFIR 75 B E TS
business <2 FERROR 27 311,391 243,415
Other payables and accruals H b e A5 008 M B A RIR 27 378,967 349,578
Amount due to an investment accounted  JENAREZEABRZIRE 2
for using the equity method PIE 32 - 69,964
Current income tax liabilities EHFSHAR 28,002 8,431
Total current liabilities mENEERLE 896,362 829,224
Total liabilities BE8E 896,549 830,469
Total equity and liabilities EaRkAERERE 4,110,752 3,576,445
Net current assets REEEFE 1,663,140 890,234
Total assets less current liabilities EEREBERRBEE 3,214,390 2,747,221

The consolidated financial statements on pages 62 to 179 were F62E179EZGAVBHRERBEFEN -F
approved by the Board of Directors on 5 March 2015 and were signed —FAF=ARA#ERHRRESE -
on its behalf.

XU WENSHENG LI WENJIN
£ 3°¢:3 EXE
Director Director
EF 3

The notes on pages 72 to 179 are an integral part of these consolidated ~ £72F 1798 Z MisE iR A B ISIRER 2 Eh &f

PaN

financial statements. 7 e
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As at 31 December

R+=HA=+—8H
2014 2013
—E-IF —E=F
Note HK$’000 HK$’000
B EE FET FAT
ASSETS BE
Non-current assets FRBEE
Investment properties REME 14 3,083 3,341
Leasehold land METH 16 24,271 25,030
Available-for-sale financial asset At ESERE 18 - 24,000
Investments in subsidiaries B AR 2HE 19 713,127 985,116
Investment accounted for using the equity  AREZEAAR ZI8E
method 20 259,770 316,862
Total non-current assets FRBEELE 1,000,251 1,354,349
Current assets REEE
Other receivables, prepayments and Hibpguziia - BB L
deposits Re 22 1,773 1,269
Amounts due from subsidiaries FEUBT /B A BI5RIE 19 341,834 313,216
Cash and cash equivalents Re kReEEY 24 693,692 29,915
Total current assets REBEEHAE 1,037,299 344,400
Total assets EEHAE 2,037,550 1,698,749
EQUITY =
Capital and reserves attributable to KACERFE AEMLRE
the Company’s equity holders kf#E
Share capital &N 25 6,942 6,942
Reserves e 26 1,431,792 1,114,062
Total equity R 1,438,734 1,121,004

The notes on pages 72 to 179 are an integral part of these consolidated ~ £72F 1798 Z Ml sE v ir & M ISR &K 2 £ &

-

financial statements. 7 e

N



SERHR (R E) AR AR

—E-mEEH 67

Balance Sheet (Continued)

oA A A ()

As at 31 December

R+=H=+—8H
2014 2013
—E-mF =%
Note HK$’000 HK$’000
B EE FET FAT
LIABILITIES 88

Current liabilities REBAE
Other payables and accruals F A FE A RRIR N BT RUR 27 16,852 10,046
Amounts due to subsidiaries FERTFT B A RI5RIE 19 567,164 567,699
Current income tax liabilities EHFSHAaE 14,800 -
Total current liabilities FEBAEHEE 598,816 577,745
Total liabilities BEHAH 598,816 577,745
Total equity and liabilities EEREEARE 2,037,550 1,698,749
Net current assets/(liabilities) RBEETFE(BF) 438,483 (233,345)
Total assets less current liabilities EELEBERRBEE 1,438,734 1,121,004

The consolidated financial statements on pages 62 to 179 were
approved by the Board of Directors on 5 March 2015 and were signed
on its behalf.

XU WENSHENG
®BRIE
Director

EF

The notes on pages 72 to 179 are an integral part of these consolidated
financial statements.

FREI17IAZHEAVBRRAEEEN _-F
—hF=ARBEIERERRESE -
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LI WENJIN
ENE
Director
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Consolidated Statement of Changes in Equity

B HE 2ot 52 B %

For the year ended 31 December 2014
BE-_Z-NFE+A=+—-HLEE

Attributable to equity holders of the Company

RRREREE AR
Non-
Share Share  Contributed Other  Exchange  Retained controlling
capital  premium surplus  reserves  reserve  earnings interests Total
FER

Bx RtaE RHBR HAtRE EXGR REEN Rt At
HK§'000  HK$'000  HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000
TEn TEx  TEx TR TRz TEn TR Tz

Balance at 1 January 2014 RoB-ME-B-A2&8 6942 1,063,153 168434 417,739 181,786 921,306  (13,384) 2,745,976
Comprehensive income EEKE
Profit for the year FERREAF - - - - - 397,071 4173 401,244

Other comprehensive (loss)/income 2 E(EE) /K
Exchange differences arising on translation 32§ 5NIE 1 78 BHE

of the financial statements of foreign EECERES

subsidiaries - - - - (16,556) - 169  (16,387)
Share of other comprehensive loss of FEAER AR RE

investments accounted for using the Et2EERM220)

equity method (Note 20) - - - - (13924) - - (13924
Release of reserves upon disposals of METENESHEER

available-for-sale financial assets BHZ B 18)

(Note 18) - - - (600) (172) - - (772)
Release of reserves upon disposal/dilution {1 /(B&) )hERZ AR

of interest in an investment accounted  —BRABREEL L Gl

for using the equity method (Note 20)  (##220) - - - - @ - - @
Release of reserves upon disposal of HE-BIBLRERL

asubsidiary (Note 29(b)) Gkt (M 29() - - - - (248) - - (248)
Total comprehensive (loss)/income 2E(BE) /LS - - - (600)  (33,691) 397,071 4342 367,122

Share of other reserves of investments EEMERENRZREZ
accounted for using the equity method ~ EftiE(4:220)

(Note 20) . . - 13477 . . - 13477
Employees' incentive programme of —BHBLRECEERE
asubsidiary (Note 25(c)) stEl(HE25(0) - - - 27,303 - - - 27303
Exercise of employees’ incentive ME—FNEATZ EE
programme of a subsidiary (Note 25(c)) 8zt &l(##251c) - - - 29,461 - - 30864 60,325
Balance at 31 December 2014 R-E-mE+=A=t-H
& 6,942 1,063,153 168434 487,380 148,095 1,318,377 21,822 3,214,203

The notes on pages 72 to 179 are an integral part of these consolidated ~ 872F 1798 Z Ml s 43 & M 153k & 2 E 6

financial statements. 7o
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Consolidated Statement of Changes in Equity (Continued)

B e 5 W) e (460)

For the year ended 31 December 2013
BE-_ZE-=F+-A=t-HLEFE

Attributable to equity holders of the Company
ADRIERRE AE

Non-

Share Share  Contributed Other  Exchange  Retained controlling

capital  premium surplus  reserves  reserve  earnings  interests Total
FER

Bx RiVEE ESER HAMEE EXEE REEN i At
HK$'000 HKS'000  HKS'000  HK$'000 HKS'000  HKS'000  HK$'000  HK$'000
TEn TEr TR TER TEr  TEr  TET TR

Balance at 1 January 2013 RoB-ZF-B-BzfE8 6684 930,020 168434 477302 152394 891261 55290 2,681,385
Comprehensive income EEKE
Profit for the year FREF - - - - - 30045 (3,444) 26,601

Other comprehensive income/(loss) A2 AN/ (B8
Exchange differences arising on translation $2E§ 5N 1 78 B

of the financial statements of foreign EECERES

subsidiaries - - - - 17,717 - (234) 17,483
Share of other comprehensive income of  [E{GABREAR 2 —T8

an investment accounted for using the &4 7 £ 2 A

equity method (Note 20) (Hizt20) - - - - 11,86 - - 11,826
Fair value gain on revaluation of available- EffAIfHESFEE
for-sale financial assets (Note 18) DY 18) - - - 291 - - - 295

Release of reserve upon dilution of interest #E b\ #%)E B2 —18
in an investment accounted for using the % EER AL 7 (&

equity method (Note 20) (W20 - - - - (151) - - (151)
Total comprehensive income/(loss) 2ENE /(R 4E - - - 2951 29392 30,045 (3,678) 58710

Share of other reserve of an investment  JE{G LR Z AR 2 — B
accounted for using the equity method R 2 E A&

(Note 20) (Wit20) - - - 585 - - - 585
Employees’ incentive programme of a ~ —FIMBAR 2 (EE£H)
subsidiary (Note 25) sHEl(Hr25) - - - 23 - - - 23
Exercise of exchange rights of convertible T~ BAFET2
preference shares issued by a subsidiary — A[#RE F ik < B 258 133,133 - (6839) - - (64,99) -
Balance at 31 December 2013 RZB-=#+-f=1-H
28 6,942 1,003,153 168434 417,739 181,786 921,300 (13,384) 2,745,976

The notes on pages 72 to 179 are an integral part of these consolidated ~ 872F 1798 Z Ml s 47 & M I3k & 2 E &6

paN

financial statements. 7 e
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Consolidated Cash Flow Statement

s Bl Bk

For the year ended 31 December

BE+-A=+—HLHFE

2014 2013
—B-IF —F—=fF
Note HK$’000 HK$'000
k=3 TET THETT
Cash flows from operating activities REEBZRERE
Cash generated from operations KEFTRIRE 29(a) 166,985 326,565
Overseas income tax paid B X fHEIMNAER (744) (397)
Net cash generated from operating EEGERE T
activities 166,241 326,168
Cash flows from investing activities RETHZHERE
Purchases of property, plant and equipment &%  FE K& B 15 (49,868) (65,490)
Purchases of intangible assets BERTVEE 17 (30,800) (77)
Proceeds from disposals of property, plant  H&E9% « BE K& E
and equipment FRSHIA 29(c) 25,314 203
Net cash inflow arising from disposal of HE—HNBAREEZ
a subsidiary BamNFHE 29(b) 8,902 -
Proceeds from disposal of interest in an HERERAAR —18
investment accounted for using the RERERPISHIE
equity method 20 593,351 -
Proceeds from disposals of financial assets &% A FEH A F K
at fair value through profit or loss Bz ¢RVEEMSHIA - 15,140
Proceeds from disposals of available-for- ~ HERHESRMEE
sale financial assets FriS 518 18 155,866 -
Purchases of financial assets at fair value BB 2 A FEH A F =K
through profit or loss BiEZeREE - (89)
Interest received EUHE 6,763 2,342
Net cash generated from/(used in) investing & & E8FT13(FTH)
activities e FHE 709,528 (47,971)

The notes on pages 72 to 179 are an integral part of these consolidated ~ #72Z 1798 Z Mt iR & M HwE 2 A H
financial statements. b2

o
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Consolidated Cash Flow Statement (Continued)

Bl R (B

For the year ended 31 December

BE+-A=+—HLEFE

2014 2013
—2-mEF =2 =%
Note HK$’000 HK$’000
Bt e THET THET
Cash flows from financing activities METBHRERE
Proceeds from the issuance of shares in BATE—HMNBARZ
connection with exercise of BREMBRITIR AR
share options of a subsidiary RIE 60,325 -
Decrease/(increase) in short-term 5 ERRIT IO S
bank deposits (3&5n) 8,944 (294)
Net cash generated from/(used in) MEFBME(FTAES
financing activities FER 69,269 (294)
Net increase in cash and cash equivalents BEE&RESZEY 2
BENEEE 945,038 277,903
Cash and cash equivalents at beginning of F#IR & KRG EEY
the year 1,061,136 794,195
Exchange loss on cash and RebBRaEEY
cash equivalents BE 5 E518 (28,497) (10,962)
Cash and cash equivalents at end of FRASRAEEEY
the year 24 1,977,677 1,061,136

The notes on pages 72 to 179 are an integral part of these consolidated ~ #72Z 1798 2 Mt iR & MRz 2 HH
financial statements. 73 e
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Notes to. the Consolidated Financial Statements

HI SUN TECHNOLOGY (CHINA) LIMITED

i U 5 Wk Bk

GENERAL INFORMATION

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

The Company and its subsidiaries (collectively referred to
as the “Group”), are principally engaged in the provision of
payment processing solutions, provision of financial solutions,
sales of electronic power meters and solutions, provision of
telecommunication solutions and provision of payment plaform
solutions.

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

The Company 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 5 March
2015.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

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

2.1 Basis of preparation
The consolidated financial statements of the Company have
been prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRS”). The consolidated financial
statements have been prepared under the historical cost
convention, as modified by the revaluation of available-for-
sale financial assets, which are carried at fair value.
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Notes to the Consolidated Finanecial Statements

2  SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1

Basis of preparation (continued)

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

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 or complexity, or areas where assumptions
and estimates are significant to the consolidated financial
statements are disclosed in Note 4.

2.1.1 Changes in accounting policy and disclosures
(@ New and amended standards adopted by the
Group:
The following standards have been adopted
by the Group for the first time for the financial
year beginning on or after 1 January 2014:

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

Amendments to HKAS 36, “Impairment of
assets”, on the recoverable amount disclosures
for non-financial assets. This amendment
removed certain disclosures of the recoverable
amount of cash-generating units (“CGUs”)
which had been included in HKAS 36 by the
issue of HKFRS 13.

B WA 5 e B
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Notes to. the Consolidated Financial Statements

HI SUN TECHNOLOGY (CHINA) LIMITED

i U 5 Wk Bk

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.1 Changes in accounting policy and disclosures

(continued)

(a)

New and amended standards adopted by the
Group: (continued)

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

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

New standards and interpretations not yet
adopted:

A number of new standards and amendments
to standards and interpretations are effective
for annual periods beginning after 1 January
2014, and have not been applied in preparing
these consolidated financial statements. None
of these is expected to have a significant effect

2
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Notes to the Consolidated Finanecial Statements

B WA 5 e B

2  SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1 Basis of preparation (continued)
2.1.1 Changes in accounting policy and disclosures
(continued)

(b)

New standards and interpretations not yet
adopted: (continued)

on the consolidated financial statements of the
Group, except the following set out below:

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

2.1 Basis of preparation (continued)
2.1.1 Changes in accounting policy and disclosures
(continued)

(b)

New standards and interpretations not yet
adopted: (continued)

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

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

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

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Subsidiaries
2.2.1 Consolidation
Subsidiaries are all entities over which the Group has
control. The Group controls entities when the Group
is exposed to, or has rights to, variable returns from
its involvement with the entities and has the ability
to affect those returns through its power over the

entities. Subsidiaries are consolidated from the date
on which control is transferred to the Group. They
are deconsolidated from the date that control ceases.

Business combination

The Group applies the acquisition method
to account for business combinations. The
consideration transferred for the acquisition
of subsidiaries is the fair values of the assets
transferred, the liabilities incurred to the former
owners of the acquiree and the equity interests
issued by the Group. The consideration
transferred includes the fair value of any
asset or liability resulting from a contingent
consideration arrangement. Identifiable
assets acquired and liabilities and contingent
liabilities assumed in a business combination
are measured initially at their fair values at the
acquisition date.

The Group recognises any non-controlling
interest in the acquiree on an acquisition-by-
acquisition basis. Non-controlling interests
in the acquiree that are present ownership
interests and entitle their holders to a
proportionate share of the entity’s net assets in
the event of liquidation are measured at either
fair value or the present ownership interests’
proportionate share in the recognised amounts
of the acquiree’s identifiable net assets. All
other components of non-controlling interests
are measured at their acquisition date fair
value, unless another measurement basis is
required by HKFRS.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Subsidiaries (continued)
2.2.1 Consolidation (continued)

(a)

Business combination (continued)
Acquisition-related costs are expensed as
incurred.

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

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

equity.

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

B WA 5 e B

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.2 Subsidiaries (continued)
2.2.1 Consolidation (continued)

(a)

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

Changes in ownership interests in subsidiaries
without change of control

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

Disposal of subsidiaries

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

i U 5 Wk Bk

2  SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

2.2 Subsidiaries (continued)

2.3

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

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

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. Investments in an associated company
is accounted for using the equity method of accounting.
Under the equity method, the investment is initially
recognised at cost, and the carrying amount is increased
or decreased to recognise the investor’s share of the profit
or loss of the investee after the date of acquisition. The
Group’s investments in an associated company include
goodwill identified on acquisition. Upon the acquisition
of the ownership interest in an associated company, any
difference between the cost of the associated company and
the Group’s share of the net fair value of the associated
company’s identifiable assets and liabilities is accounted
for as goodwill.
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Notes to the Consolidated Finanecial Statements

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.3

Associated company (continued)

If the ownership interest in an associated company is
reduced but significant influence is retained, only a
proportionate share of the amounts previously recognised
in other comprehensive income is reclassified to profit or
loss where appropriate.

The Group’s share of post-acquisition profit or loss
is recognised in the consolidated income statement,
and its share of post-acquisition movements in
other comprehensive income is recognised in other
comprehensive income with a corresponding adjustment to
the carrying amount of the investment. When the Group’s
share of losses in an 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 legal or constructive
obligations or made payments on behalf of the associated
company.

The Group determines at each reporting date whether
there is any objective evidence that the investment in
the associated company is impaired. If this is the case,
the Group calculates the amount of impairment as
the difference between the recoverable amount of the
associated company and its carrying value and recognises
the amount adjacent to ‘share of profit of investments
accounted for using the equity method’ in the consolidated
income statement.

Profits and losses resulting from upstream and downstream
transactions between the Group and its associated
company are recognised in the Group’s consolidated
financial statements only to the extent of unrelated
investor’s interests an associated company. Unrealised
losses are eliminated unless the transaction provides
evidence of an impairment of the assets transferred.
Accounting policies of associated companies have been
changed where necessary to ensure consistency with the
policies adopted by the Group.
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i U 5 Wk Bk

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.3

2.4

Associated company (continued)

Gains or losses on dilution of equity interest in an associated
company is recognised in the consolidated income
statement.

Joint arrangement

The Group has applied HKFRS 11 to joint arrangement.
Under HKFRS 11 investments in joint arrangements are
classified as either joint operations or joint ventures
depending on the contractual rights and obligations each
investor. The Group has assessed the nature of its joint
arrangement and determined it to be joint venture. Joint
venture is accounted for using the equity method.

Under the equity method of accounting, interest in joint
venture is initially recognised at cost and adjusted thereafter
to recognise the Group's share of the post-acquisition
profits or losses and movements in other comprehensive
income. The Group’s investment in a joint venture includes
goodwill identified on acquisition. Upon the acquisition
of the ownership interest in a joint venture, any difference
between the cost of the joint venture and the Group's share
of the net fair value of the joint venture’s identifiable assets
and liabilities is accounted for as goodwill. When the
Group’s share of losses in a joint venture equals or exceeds
its interests in the joint venture (which includes any long-
term interests that, in substance, form part of the Group’s
net investment in the a joint venture), the Group does not
recognise further losses, unless it has incurred obligations
or made payments on behalf of the joint ventures.

Unrealised gains on transactions between the Group and
its joint venture is eliminated to the extent of the Group’s
interest in the joint venture. Unrealised losses are also
eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies of
the joint venture have been changed where necessary to
ensure consistency with the policies adopted by the Group.
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Notes to the Consolidated Finanecial Statements

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

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

2.6 Foreign currency translation
(a)  Functional and presentation currency
Items 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 (“HK$”), which is the Company’s
functional and the Group’s presentation currency.

(b)  Transactions and balances

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

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)

2.6 Foreign currency translation (continued)

(c)

(d)

Group companies

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

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

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

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

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

Disposal of foreign operation and partial disposal

On the disposal of a foreign operation (that is, a
disposal of the Group’s entire interest in a foreign
operation, or a disposal involving loss of control
over a subsidiary that includes a foreign operation,
or a disposal involving loss of joint control over a
joint venture that includes a foreign operation, or
a disposal involving loss of significant influence
over an associated company that includes a foreign
operation), all of the currency translation differences
accumulated in equity in respect of that operation
attributable to the owners of the Company are
reclassified to profit or loss.
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Notes to the Consolidated Finanecial Statements

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6

2.7

Foreign currency translation (continued)

(d) Disposal of foreign operation and partial disposal
(continued)
In the case of a partial disposal that does not result
in the Group losing control over a subsidiary that
includes a foreign operation, the proportionate share
of accumulated currency translation differences
are re-attributed to non-controlling interests and
are not recognised in profit or loss. For all other
partial disposals (that is, reductions in the Group's
ownership interest in associated companies or
joint ventures that do not result in the Group
losing significant influence or joint control) the
proportionate share of the accumulated exchange
difference is reclassified to profit or loss.

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. The carrying
amount of the replaced part is derecognised. All other
repairs and maintenance are charged to the consolidated
income statement during the financial period in which they
are incurred.
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HI SUN TECHNOLOGY (CHINA) LIMITED
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2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.7

2.8

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:

5-10%
20% or over lease terms,

Buildings
Leasehold improvements
whichever is shorter
Office furniture and 18%-33%
equipment
Plant and equipment
Motor vehicles

10%-33%
18%-25%

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

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

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

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.
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Notes to the Consolidated Finanecial Statements

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.8

29

2.10

Investment properties (continued)

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
consolidated 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.

Leasehold land

Leasehold land is stated at cost less accumulated
amortisation and impairment losses. Cost represents upfront
prepayments made for the rights to use the land for periods
varying from 40 to 50 years. Amortisation of leasehold
land is expensed in the consolidated income statement on
a straight-line basis over the period of the lease or when
there is impairment, the impairment is expensed in the
consolidated income statement.

Intangible assets

(a)  Goodwill
Goodwill arises on the acquisition of subsidiaries and
represents the excess of the consideration transferred,
the amount of any non-controlling interest in the
acquiree and the acquisition-date fair value of any
previous equity interest in the acquiree over the fair
value of the identified net assets acquired.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.10 Intangible assets (continued)

(a)

(b)

Goodwill (continued)

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

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

Brand name, licences, customer list, contracts,
patents and in-progress technology

Separately acquired brand name, licences, customer
list and contracts, patents and in-progress technology
are shown at historical cost. Brand name, licences,
customer list and contracts, patent and in-progress
technology acquired in a business combination are
recognised at fair value at the date of acquisition.
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 of them over their estimated useful lives
(1.5-5 years).
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Notes to the Consolidated Finanecial Statements

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.10 Intangible assets (continued)

2.11

(c) Software

Acquired software are capitalised on the basis of
the costs incurred to acquire and bring to use the
specific software. These costs are amortised over
their estimated useful lives (3 to 5 years). Costs
associated with developing or maintaining computer
software programmes are recognised as an expense as

incurred.

Impairment of non-financial assets

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

2.12.1 Classification
The Group classifies its financial assets and liabilities
in the following categories: loans and receivables,
available-for-sale, financial liabilities at fair value
through profit or loss and other financial liabilities
at amortised cost. The classification depends on
the purpose for which the financial assets and
liabilities were acquired. Management determines
the classification of its financial assets at initial
recognition.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2

2.12 Financial assets and liabilities (continued)
2.12.1 Classification (continued)

(a)

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. They are included in current assets,
except for the amounts that are settled or
expected to be settled more than 12 months
after the end of the reporting period. These
are classified as non-current assets. The
Group’s loans and receivables comprise
‘trade and bills receivables’, ‘receivables from
payment processing solutions business’, ‘other
receivables and deposits’, ‘long term deposits’,
‘amounts due from investments accounted
for using the equity method, ‘short-term bank
deposits’, and ‘cash and cash equivalents’ in
the consolidated balance sheet.

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.

Financial liabilities at fair value through 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 consolidated income statement
in the period in which they arise.
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2  SUMMARY OF SIGNIFICANT ACCOUNTING 2 BEAREHBEHMEE)
POLICIES (continued)

212 SRMEERERFEE)

2.12 Financial assets and liabilities (continued)

2.12.1 Classification (continued) 2.12.1 548(48)
(d)  Other financial liabilities at amortised cost (d)  EAIREEEA AR Z
CRBE
Other financial liabilities at amortised cost H IR B SR AR B BR 2
are initially measured at fair value and EREBEVIEATE

subsequently measured at amortised cost, using
the effective interest method. The Group’s other
financial liabilities at amortised cost comprise
‘trade and bills payables’, ‘payables for
payment processing solutions business’, ‘other
payables’” and ‘amount due to an investment
accounted for using the equity emthod” in the
consolidated balance sheet.

2.12.2 Recognition and measurement

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

Changes in the fair value of monetary and non-
monetary securities classified as available-for-sale are
recognised in other comprehensive income.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12 Financial assets and liabilities (continued)
2.12.2 Recognition and measurement (continued)
When securities classified as available-for-sale
are sold or impaired, the accumulated fair value
adjustments recognised in equity are included in the
consolidated income statement as ‘Other gains — net'.

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

2.13 Offsetting financial instruments

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

2.14 Impairment of financial assets
(a) Assets carried at amortised cost

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

2.14 Impairment of financial assets (continued)

(a)

(b)

Assets carried at amortised cost (continued)

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

For loans and receivables category, the amount of the
loss is measured as the difference between the asset’s
carrying amount and the present value of estimated
future cash flows (excluding future credit losses that
have not been incurred) discounted at the financial
asset’s original effective interest rate. The carrying
amount of the asset is reduced and the amount of
the loss is recognised in the consolidated income
statement.

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

Assets classified as available-for-sale

The Group assesses at the end of each reporting
period 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)

2.14

2.15

2.16

Impairment of financial assets (continued)

(b) Assets classified as available-for-sale (continued)
For equity investments, a significant or prolonged
decline in the fair value of the security below its cost
is also evidence that the assets are impaired. If any
such evidence exists the cumulative loss — measured
as the difference between the acquisition cost and
the current fair value, less any impairment loss on
that financial asset previously recognised in profit
or loss — is removed from equity and recognised in
profit or loss. Impairment losses recognised in the
consolidated income statement on equity instruments
are not reversed through the consolidated income
statement.

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 (based on normal operating capacity).
It excludes borrowing costs. Net realisable value is the
estimated selling price in the ordinary course of business,
less applicable variable selling expenses.

Trade and other receivables

Trade receivables are amounts due from customers for
merchandise sold or services performed in the ordinary
course of business. If collection of trade and other
receivables is expected in one year or less (or in the normal
operating cycle of the business if longer), they are classified
as current assets. If not, they are presented as non-current
assets.

Trade and other receivables are recognised initially at fair
value and subsequently measured at amortised cost using
the effective interest method, less provision for impairment.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.16

217

2.18

Trade and other receivables (continued)

A provision for impairment of trade 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 receivable is impaired. The amount of the provision is
the difference between the asset’s carrying amount and the
present value of estimated future cash flows, discounted
at the original effective interest rate. The carrying amount
of the assets is reduced through the use of an allowance
account, and the amount of the loss is recognised in the
consolidated income statement within administrative
expenses. When a receivable is uncollectible, it is
written off against the allowance account for receivables.
Subsequent recoveries of amounts previously written
off are credited against administrative expenses in the
consolidated income statement.

Cash and cash equivalents

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

Share capital

Ordinary shares are classified as equity. Incremental costs
directly attributable to the issue of new shares or options
are shown in equity as a deduction, net of tax, from the
proceeds.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.19

2.20

Trade and other payables

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

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

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 in other comprehensive income or directly
in equity. In this case the tax is also recognised in other
comprehensive income or directly in equity, respectively.

(a) Current income tax

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

2.20 Current and deferred income tax (continued)

(b)

Deferred income tax

Inside basis differences

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

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

Outside basis differences

Deferred income tax liabilities are provided
on taxable temporary differences arising from
investments in subsidiaries, an associated company
and a joint arrangement, except for deferred income
tax liability where the timing of the reversal of the
temporary difference is controlled by the Group and
it is probable that the temporary difference will not
reverse in the foreseeable future. Only when there is
an agreement in place that gives the Group the ability
to control the reversal of the temporary difference not
recognised.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2

2.20 Current and deferred income tax (continued)

(b)

(c)

Deferred income tax (continued)

Outside basis differences (continued)

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

Offsetting

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

2.21 Employee benefits

(a)

Employee leave entitlements

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

Employee entitlements to sick leave and maternity
leave are not recognised until the time of leave.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.21 Employee benefits (continued)

(b)

Pension obligations

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

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

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 consolidated income statement as
incurred.

2 EREFEHRBME(E)

2.21 BERR(E)

(b)

BRIKEEF
AEEREMBEEBREER
—ERZE R EAEEFE
Bk B ER S22 TE BB A 3R5R 1
RIEERAEFN B (RIREH
2)) - BRUFHEEFTIREER
Az KEASLAHE - I
RIRBER ARG B AR RIS A 4
FEEERA WS RIRR o RIK
el EEERNEEEEDH
A ITHBIEEASR
g o REBZBIHFERR
REBIEL R BRI R E R
B EARERH 2 BB
R SIRRRIRETEIZ AR
ERERBRERZHREA
EEEPERN SET

AR SR BRSSPI AR E A
NREME - HFRBIERER
REBRHH - WINEER
KRR BB 50K
Wz R - FERHRRER@ER
SRIBARRPEFEERRE
=

BEoN - RIEFEARKFE
([RE DB Z A5 - NEE
BIEPEREZFECZIEN
7% 2 20% 5t TR A FIFT
BIMEE IR - B & BUTH
EZEASERE ZRIKEF
1T o LR SRINEFIFEIE
2 RN E AR R A IS
R -



100

Notes to. the Consolidated Financial Statements

HI SUN TECHNOLOGY (CHINA) LIMITED

i U 5 Wk Bk

2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.21 Employee benefits (continued)

(c) Profit sharing and bonus plans

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

2.22 Share-based payments

Equity-settled share-based payment transactions

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

J including any market performance conditions (for
example, an entity’s share price);

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

o including the impact of any non-vesting conditions
(for example, the requirement for employees to save
or holding shares for a specified period of time).

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

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.22

2.23

Share-based payments (continued)

Equity-settled share-based payment transactions
(continued)

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

When the options of the subsidiary are exercised, the
subsidiary issues new shares. The proceeds received net
of any directly attributable transaction costs are credited
to share capital and share premium at the subsidiary level
which is eliminated and reclassified to non-controlling
interest respectively.

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

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

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

POLICIES (continued)

2.24 Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable, and represents amount 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 when the
amount of revenue can be reliably measured; when it is
probable that future economic benefits will flow to the
entity; and when specific criteria have been met for each
of the Group’s activities, as described below:

(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.

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

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 consolidated income statement in the period in
which the circumstances that give rise to the revision

The Group recognises revenue from its payment
processing solution business when services are
rendered which generally coincide when the
underlying transactions of the merchants (customers
of the Group) have been acknowledged by the
relevant banks and financial institutions, by which
contractual right of the Group and the merchants
to receive cash flows from the financial institutions
is established and amount to be received could be

(b)  Provision of services
Group.
become known by management.
reliably estimated.

(c) Licence income

Income from licensing of software program to an
investment accounted for using the equity method
is recognised upon the installation of the licensed
program on the related products by its customers.
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Notes to the Consolidated Finanecial Statements

2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.25

2.26

2.27

2.28

2.29

Other Income
(a) Interest income

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

(b) Lease income — operating lease

Rental income from investment property is
recognised in the consolidated income statement on
a straight-line basis over the term of the lease.

Leases (as the lessee for operating leases)

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

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.

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.

Dividend distribution

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

FINANCIAL RISK MANAGEMENT

3.1

Financial risk factors

The Group’s activities 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 Group’s overall risk
management programme focuses on the unpredictability of

financial markets and seeks to minimise potential adverse

effects on the financial performance.

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

(a) Market risk

(i)

Foreign exchange risk

The Group’s foreign currency transactions are
mainly denominated in Renminbi (“RMB”),
HK$, Japanese Yen (“JPY”) and US dollars
(“US$”). The majority of assets and liabilities
are denominated in RMB, HK$, JPY and
US$, and there are no significant assets and
liabilities denominated in other currencies. The
Group is subject to foreign exchange rate risk
arising from future commercial transactions
and recognised assets and liabilities which are
denominated in a currency other than HK$, JPY
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.

As HK$ is pegged to US$, management
believes that the exchange rate risk for
translations between HK$ and US$ do not have
material impact to the Group. The exchange
rate of RMB to HK$ is subject to the rules
and regulations of foreign exchange control
promulgated by the PRC government. The
Group manages its foreign currency risk by
closely monitoring the movement of the foreign
currency rates.
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3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)
(a) Market risk (continued)

(i)

Foreign exchange risk (continued)

For companies with HK$ as their functional
currency

At 31 December 2014, if RMB had weakened/
strengthened by 5% against the HK$ with all
other variables held constant, post-tax profit
for the year would have been approximately
HK$1,930,000 (2013: HK$1,975,000) lower/
higher, mainly as a result of the foreign
exchange difference on translation of RMB
denominated current account with group
companies.

As at 31 December 2014, if JPY had weakened/
strengthened by 1% against the HK$ with all
other variables held constant, post-tax profit
for the year would have been approximately
HK$1,266,000 (2013: HK$1,434,000) lower/
higher, mainly as a result of the foreign
exchange difference on translation of JPY
denominated receivables.

For companies with RMB as their functional
currency

At 31 December 2014, if HK$ had weakened/
strengthened by 5% against the RMB with all
other variables held constant, post-tax profit
for the year would have been approximately
HK$5,399,000 (2013: HK$4,780,000) higher/
lower, mainly as a result of the foreign
exchange difference on translation of HK$
denominated cash and cash equivalents, trade
and other receivables as well as the current
accounts with group companies.
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3

FINANCIAL RISK MANAGEMENT (continued)

3.1

Financial risk factors (continued)
Market risk (continued)

(a)

(i)

(ii)

(iii)

Foreign exchange risk (continued)

At 31 December 2014, if US$ had weakened/
strengthened by 5% against the RMB with all
other variables held constant, post-tax profit
for the year would have been approximately
HK$710,000 (2013: HK$257,000) lower/
higher, mainly as a result of the foreign
exchange difference on translation of US$
denominated cash and cash equivalents and
trade and other receivables as well as the
current accounts with group companies.

Price risk
The Group is not exposed to commodity price
risk.

Cash flow and fair value interest rate risk

Interest rate risk relates to the risk that the fair
value or cash flows of a financial instrument
will fluctuate because of changes in market
interest rates. The Group’s interest rate risk
arises mainly from short-term bank deposits
and cash and cash equivalents. Other financial
assets and financial liabilities are non-interest-
bearing and are measured at amortised cost.

At 31 December 2014, if interest rates on
interest-bearing short-term bank deposits and
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 approximately
HK$19,884,000 (2013: HK$10,808,000)
higher/lower due to interest income earned on
market interest rate.
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3 FINANCIAL RISK MANAGEMENT (continued)

3.1 Financial risk factors (continued)

(b)

Credit risk

The Group is exposed to credit risk in relation to its
trade and bills receivables, receivables from payment
processing solutions business, other receivables and

deposits, short-term bank deposits and deposits with
banks.

The carrying amounts of trade and bills receivables,
receivables from payment processing solutions
business, other receivables and deposits, short-
term bank deposits and 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 creditworthy
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.

The Group has concentration of credit risk. Sales of
goods and services to the largest customer accounted
for 19% (2013: 23%) for the total revenue, and
top five customers constituted 37% of the Group’s
turnover for the year ended 31 December 2014 (2013:
43%).
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3

FINANCIAL RISK MANAGEMENT (continued)

3.1

Financial risk factors (continued)

(c)

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 2014,
the Group maintained cash at bank cash balances
HK$1,977,677,000 (2013: HK$1,061,136,000) that
is expected to be readily available to meet the cash
outflows of its financial liabilities.

The table below analyses the Company’s and the
Group’s non-derivative financial liabilities into
relevant maturity groupings 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.
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FINANCIAL RISK MANAGEMENT (continued) 3

B WA 5 e Bl

B EE ()

Financial risk factors (continued) 31 BBERBEZE(E)
Liquidity risk (continued) (c wEELERE(E)
Less than 1 year Total
DPRA—F et
HK$’000 HK$'000
FAT FHT
Group rEEH
At 31 December 2014 N-T—F
+t=A=+—~H
Trade and bills payables JEMTBRR S BN RAE 178,002 178,002
Payables for payment processing IR SERIBARIR T RETS
solutions business ZIERRIE 311,391 311,391
Other payables and accruals H A FEFIE 322,483 322,483
Total st 811,876 811,876
At 31 December 2013 N-B—=F
+t=A=+—H
Trade and bills payables JE BR TR K P R 4 157,836 157,836
Payables for payment processing 4R SERIBMRIR T
solutions business ES w4 b 243,415 243,415
Other payables and accruals Hoth fE AR08 N JE ST ROE 277,968 277,968
Amount due to an investment FER—IBIREREARR 2
accounted for using the equity "E
method 69,964 69,964
Total Bt 749,183 749,183
Company AT
At 31 December 2014 R-E—NE
+=—A=+—H
Other payables and accruals H A 3 IE R BT FIE 16,852 16,852
Amounts due to subsidiaries JERIH B A R FE 567,164 567,164
584,016 584,016
At 31 December 2013 RIEBE—=F
+=ZA=+—H
Other payables and accruals H b & 5RTE M FE AT IR 10,046 10,046
Amounts due to subsidiaries NI ENGIE ] 567,699 567,699

577,745 577,745
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3 FINANCIAL RISK MANAGEMENT (continued)

3.2

3.3

Capital risk management

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 Group does not have any borrowings as at 31
December 2014 (2013: same).

Fair value estimation

The table below analyses the Group’s financial instruments
carried at fair value as at 31 December 2014 by level of
the inputs to valuation techniques used to measure fair
value. Such inputs are categorised into three levels within
a fair value hierarchy as follows:

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

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

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

The Group does not have any financial asset that was
measured at fair value at 31 December 2014.
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FINANCIAL RISK MANAGEMENT (continued)

3.3

Fair value estimation (continued)

The following table presents the Group’s assets that were

measured at fair value at 31 December 2013.

B WA 5 e B

B EE ()

3.3 AREMGFE)
TRENAEER -T—=F1+=
A=1+—HBRIFEFENEE

Level 1 Level 2 Level 3 Total
F—M F EF=R 45T
HK$’000 HK$’000 HK$’000 HK$’000
FET T FHBT BT
Assets BE
Available-for-sale financial AEHES R
assets BE
— Equity securities — AR E - 30,395 30,395
- 30,395 30,395

There were no significant transfers of financial assets

between the fair value hierarchy classifications during the

year.

(a)

Financial instruments in level 1

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.

FA AFEBESRRBRESRE
BEZERER -

@ FE-RZeHTA
HEEREMSEENSRTAEY
NHE - RIBHERRTISR
Bt E - WmEREARRZS
P RpE - &1L TT%A
B EERGAEE B
REMBEH - ARERLTEH
EITRFTHZZHRE - BY
BREMSRARETYS - Ak
B REENTISRES
EREAE - AEITARSE—
REHE -
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3

FINANCIAL RISK MANAGEMENT (continued)

3.3

Fair value estimation (continued)

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

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

Specific valuation techniques used to value level
3 financial instruments include techniques such as
discounted cash flow analysis. There are no changes in
valuation techniques during the years.

The Group’s finance department includes a team that
performs the valuations of financial assets required for
financial reporting purposes, including level 3 fair values.
As part of the valuation process, this team reports directly
to the chief financial officer (CFO) and external valuers will
be engaged, if necessary.

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

3
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B WA 5 e Bl

The following table presents the changes in level 3
financial instruments for the years ended 31 December

TEREVNBEZZFTHNFR=F
=t A=t -HALFES=

2014 and 2013: TERMIAZEE :
Available-
for-sale
financial assets
aEHE
TRIEE
HK$’000
FAT
As at 1 January 2014 R-ZB—NmFE—-—HF—H 30,395
Disposal HeE (30,278)
Exchange realignment FEE i, 72X 117)
As at 31 December 2014 R-ZE—MWNE+=-A=+—H -
Total gain for the year included in profit or loss  RELFLATIFEET A EF, B2
for assets held at the end of the year FAN LR -
Changes in unrealised gains for the year REELTT RSB E 2 FRREFR
included in profit or loss at the end of W2 E)
the year -
As at 1 January 2013 R=—ZT—=%—H—H 27,267
Fair value gain on revaluation recognised in REMEENEER 2 EHRFERE
other comprehensive income 2,951
Exchange realignment bE R R 177
As at 31 December 2013 HN=-TB—=%+=-H=+—H 30,395

Total gain for the year included in profit or loss
for assets held at the end of the year

RELBIFEEN AR, BEZ
FAWE LR

Changes in unrealised gains for the year
included in profit or loss at the end of
the year

WEREE N RIS BB € Pk 23

Wras
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4  CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements used in preparing the consolidated
financial statements are evaluated and based on historical

experience and other factors, including expectations of
future events that are believed to be reasonable under the
circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that may have a significant effect on the carrying
amounts of assets and liabilities within the next financial year are
discussed below.

(a)

(b)

(c)

Estimated impairment of intangible assets

The Group tests at least annually for impairment of
goodwill in accordance with accounting policy as stated
in note 2.11. The recoverable amounts of CGUs have been
determined based on the higher of the fair value less costs
to sell and value-in-use calculation of the underlying assets.
The carrying amount of the CGU being written down to its
recoverable amount. These calculations require the use of
estimates.

The Group recognised impairment charge on goodwill
of HK$61,978,000 and property, plant and equipment
of HK$7,551,000 included in the electronics power
meters and solutions segment during the year (2013: an
impairment charge of HK$11,864,000 was made on the
Group’s goodwill arising from the acquisition of Merchant
Support Co. Ltd. (“Merchant Support”) and MS Car Credit
Co., Ltd. (“MSCC”) (collectively, the “MS Group”)). Please
refer to note 17 for more details.

Impairment of receivables

The Executive 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 periodically.

Contract revenue recognition

According to the accounting policies of fixed price
contracts as stated in note 2.24(b), 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.
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WA REREE - EETHEH
G -
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B | E TR HR A FETERR
FEEE WA« RARERZTIR([E
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4  CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(c)

(d)

Contract revenue recognition (continued)

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.

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 consolidated income statement.

Receivables from and payables for payment processing
solutions business

The Group recognises revenue from its payment processing
solutions business when services are rendered which
generally coincide when the underlying transactions
of the merchants (customers of the Group) have been
acknowledged by the relevant banks and financial
institutions, by which contractual right of the Group and
the merchants to receive cash flows from the financial
institutions is established and amount to be received
could be reliably estimated. The amounts are normally
acknowledged one day to a few days after the occurrence
of the underlying transactions and depending on the
calendar day (weekday or public holiday) that the
transactions fallen into. Accordingly, change in estimated
point of time when services are rendered may affect the
Group’s income recognised in the consolidated income
statement for the year. It may also significantly affect the
amount of receivable from banks and financial institutions,
and payable to customers for the payment processing
solutions business recognised on the Group’s consolidated
balance sheet as at the year end date.

4 AR

(c)

(d)
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4

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (continued)

(e)

(f)

Income taxes and deferred taxation

The Group is subject to income taxes in various
jurisdictions. Significant judgement is required in
determining the provision for income tax. There are many
transactions and calculations for which the ultimate
determination is uncertain. Where the final tax outcome
of these matters is different from the amounts that were
initially recorded, such difference will impact the 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.

Fair value of the initial carrying amount of a joint venture
When the Group ceases to have control of a subsidiary,
any retained interest is re-measured to its fair value at the
date when control is lost. The change in carrying amount
is recognised in profit or loss. The initial carrying value of
the joint venture is measured at fair value (Note 20). The
Group used appropriate assumptions to estimate the value
based on discounted future cash flows of the joint venture.
Judgement is required to determine the principle valuation
assumptions in arriving the fair value.

4
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(e)

)

ANNUAL REPORT 2014

B R M ()

e RABAL TR
REBBHNZERDERROAF
e BLETISTHEE E GRS - FEE
HERHE - FE2RFNFEZ&
RERRBERETE - BEREVFRE
HEVREEBTRE  BREZHE
1 5 B E i 2 TS TR AR FE
THEHE

EERERARBRREATEAER
79t a8 M) 45 34 B 2 R sl T (R AR B AR
IR - BEE TERZ8E RS
BIEZBEEHRBEETARR - &
BERER 2 ERATETR °

B B EIERE I 2 FlE
EAEETHESN —MHERR
By - ()R BB M 22 15 0 Ok = HR il 4
ERBRAEDNTEENE - BHER
HEZSHNERTER - AEDLX
Z N REER AT ERE (M
20) - ARENBIRE R RERIAMGE
BECEZHBARRESRENE
REE - AEERGEERRIAE
BUAFER T L HE -



BEEE (hE)ER AR —E-NEFR 117

Notes to the Consolidated Finanecial Statements

B WA 5 e B

5 REVENUE, OTHER INCOME AND OTHER GAINS, 5 WA EtAREMNESERE
NET

Revenue, other income and other gains, net recognised during RERTERZUA -~ EAUA R H AU as
the year are as follows: JHERINT

For the year ended 31 December

BZE+-—A=+—HLEE

2014 2013
—E-MEF —T—=F
HK$’000 HK$’000
FET FHET
Turnover EER
Provision of payment processing REX NG ERIEMIRTT R
solutions 472,904 399,521
Provision of financial solutions IR SRR R 406,987 271,532
Sales of electronic power meters HEERTEERRBAAR
and solutions 326,666 310,924
Provision of telecommunication RIEBNERT R
solutions 197,721 198,561
Provision of payment platform REIFFEEBAFE
solutions 108,088 102,515
Licence income from an investment REREREARZ —HIRE 2
accounted for using the equity method SRR (A7E32(a)
(Note 32(a)) 5,078 1,164
Others Hip 11,735 10,120
1,529,179 1,294,337
Other income N
Interest income FLEWA 6,763 4,367
Subsidy income LT PN 9,629 3,568
Rental income HEWA 1,970 2,096
Others Hi 6,046 4,139
24,408 14,170
Other gains, net H s %58
Dividend income from the financial KEAFHEF A afEEZ
assets at fair value through profit TREEZREBA
or loss - 64
Fair value gain on financial assets at BRAHEFARNSEIRZ
fair value through profit or loss THMEE N THERE - 1,103
Gains on disposals of available-for-sale HEMHEESREE Y
financial assets (Note 18) Wz (Brat18) 126,360 -
126,360 1,167

Turnover, other income and other gains, & %%8 « HA A R E DI
net FEE 1,679,947 1,309,674
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6 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 consider the business from a product

perspective.

The Group is organised into five main operating segments in

these internal reports.

(a)

Payment processing solutions — principally engaged in
provision of payment processing services, merchants
recruiting and related products and solutions;

Financial solutions — principally engaged in the provision
of information system consultancy, integration and
operation services and sales of information technology
products to financial institutions and banks;

Electronic power meters and solutions — principally
engaged in the manufacturing and sales of electronic
power meters, data collection terminals and provision of
information system consultancy services; and the sales of
mag-stripe card security decoder chips;

Telecommunication solutions — principally engaged in
the provision of telecommunication platform operation
services and operation value-added services; and

Payment platform solutions — principally engaged in the
provision of mobile payment platform operation services
and operation value-added services;

The Board of Directors assesses the performance of the operating
segments based on a measure of adjusted earnings/(loss)
before interest expense, taxes, depreciation and amortisation
(“EBITDA").
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6 SDEERE)

An analysis of the Group’s revenues and results for the year by

AEBFRREBY R ZWAREEDN

operating segment is as follows: NN
Electronic
Payment power  Telecom-  Payment
processing  Financial metersand munication  platform Total
solutions  solutions  solutions  solutions  solutions Others Group
xft EL
RZEE EBER EmRk EABR X6¥a
BARE hE BRDE ES At SEAG
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TEr TExr TEx Tz  TEx  TEx  TEx
Year ended 31 December 2014 BZ-Z-mE
t=RA=T-ALER
Segment turmover DELLE 472,904 408530 326666 197721 110240 16,813 1,532,874
Inter-segment turnover NEREEE - (158 - - @215 - (3,69)
Turnover from external customers RENDREZ &5 472904 406,987 326,666 197,721 108,088 16,813 1,529,179
Segmental EBITDA and before TREVEERERDS
impairment of intangible assets and  BiE Rk {ERER 2
property, plant and equipment BHELBITDA 40313 25818 (17685 20477 19708 (6,669 81,962
Impairment of intangible assets B EERE - - (61,979) - - - (61,979)
Impairment of property, plantand %1% « BRE RAERE
equipment - - (7,551) - - - (7,551)
Segmental EBITDA AEEBITDA 40313 25818 (87214 20477 19708 (6,669) 12,433
Depreciation ik (38,993) (2,793) (6,092) (8,254) (362) (2,226) (58,720
Amortisation B - (1,711) (1,627) (2,081) - - (5,419)
Segmental operating profit/(loss) AEELEN/ (BR) 1320 21,314 (94933) 10142 19346 (8,895  (51,706)
Unallocated other income/gains FOREMBA/ Wi 130,681
Unallocated corporate expenses FALLERT (79,704)
Share of profit of investments EENER ZARZ
accounted for using the equity RERH
method 118,901
Gain on disposal/dilution of interestin % /BEELEREAE 2
an investment accounted for —ER AR W
using the equity method 251,215
Gain on disposal of a subsidiary LE—-RMBAR WE 51,743
Profit before income tax BRETETAT AR 421,130
Income tax expense FEHAY (19,886)
Profit for the year FREF 401,244
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6

SEGMENT INFORMATION (continued)

An analysis of the Group’s revenues and results for the year by

ANNUAL REPORT 2014

6 DFERGE)

AEBFARREBD B ZWAREEDN

operating segment is as follows: (continued) mr ()
Electronic
Payment power  Telecom-  Payment
processing  Financial metersand munication  platform Total
solutions solutions ~ solutions  solutions  solutions Others Group
xft BitE
RHRE  cEEMR  EmRk BABR xRTA
BATR hE  BARE AR BARE Eth  £E&G
HK$'000  HK$'000  HK$'000  HK§'000  HK$'000  HK$'000  HK$'000
TAT TAr TEr  TEr  TEr TEr TER
Year ended 31 December 2013 Bz-®-=%
tZRA=1T-HLFE
Segment turnover NELER 399,521 272,784 310924 198,561 104,578 11,284 1,297,652
Inter-segment turmover PERZER - (125 - - (2,003) - (315)
Turnover from external customers RENDEE 7 E458 399,521 271,532 310924 198561 102,515 11,284 1,294,337
Segmental EBITDA and before NGREVEEREZ
impairment of intangible assets DHEEBITDA 36,780 13,942 (3,955) 26,440 24333 (15,653) 81,887
Impairment of intangible assets BV EERE (11,864) - - - - - (11,864)
Segmental EBITDA AHEBITDA 24916 13942 (3,955 26440 24333 (15653 70,023
Depreciation i (16,8606) (2,436) (6,014) (9,217) (943) (2,806)  (38,282)
Amortisation B - - (1685 (3,585) - - (5,270)
Segmental operating profit/(loss) AREeEH/ (B8) 8050 11,506 (11,654 13,638 23390 (18459 26471
Unallocated other income FAEEMBA 3,853
Unallocated corporate expenses RAECERY (87,997)
Share of profit of investment RS EANER L
accounted for using equity method & &7 92,612
Loss on dilution of interest in an DY Ey N
investment accounted for using cEkm BE
the equity method (6,883)
Profit before income tax BRATERATEA 28,056
Income tax expense FERAER (1,455)
Profit for the year FRET 26,601
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6  SEGMENT INFORMATION (continued) 6 DEERE)
Unallocated corporate expenses represent costs that are used RAOBEBERIZIEANE »EHKAE -
for all segments, including depreciation of property, plant and DRIBIEE - BE MEEITE 462,000
equipment of HK$462,000 (2013: HK$1,946,000), depreciation BIL(ZZE— =% :1,946,000/87T) * &
of investment properties of HK$172,000 (2013: HK$172,000) EWMEFE172,0008 7T ( —T—==4%F:
and amortisation of leasehold land of HK$759,000 (2013: 172,000 70 ) M M & £ b # §5759,0007%8
HK$759,000), respectively. TL(ZE—=4F : 759,000/ 7T) °
The other segment primarily relates to the development EMoBFrZRMARREER TR
and operation of online platform solutions, and the related RITRMAEAMEERT - T A RE
maintenance service, license income and other services. AR o
The segment assets and liabilities at 31 December 2014 and RZZE—NF+ZA=+—RAZHEEE
additions to non-current assets for the year ended 31 December HEERBE_Z-—HNF+-A=+—H
2014 are as follows: LFEEZIFRPEENRENT
Electronic
Payment power  Telecom-  Payment

processing  Financial metersand munication platform
solutions ~ solutions ~solutions ~ solutions ~ solutions  Others Unallocated Elimination Total Group
535) BiiitE
RZRE  SRBR  ERR  ERBR XfTR
L YES g BARR 7R BAAR i AoR BE  RE4
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000 HK$'000  HK$'000  HK$'000
TBn  TER TRz TER  TBx  TER  TRx  TER  TEn

As at 31 December 2014 W-E-MmE+=A=+-R
Segment asses HEEE 870818 318178 375413 752806 97,630 106776 2,732,244  (1,143,113) 4,110,752
Segment liabilities NEEE (680,978)  (277,056)  (263,151)  (143,890)  (198,600)  (408,385)  (67,602) 1,143,113  (896,549)
Year ended 31 December 2014 BE-E-ME

t2A=t-BLEE

Additions to non-current assets (excluding 3 7E8)2E 2/FE
long-term deposits and prepayments,  (FEERHREREN
investments accounted for using the V8 - JUEREAEZ
equity method and availablefor-sale  FERTMHELREE)
financial assets) 38,745 37,003 1,620 2,979 300 17 4 - 80,668
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The segment assets and liabilities at 31 December 2013 and
additions to non-current assets for the year ended 31 December
2013 are as follows:

Electronic
Payment power  Telecom-
processing ~ Financial meters and munication
solutions ~ solutions ~ solutions ~ solutions

Xf BHite
RRE  GRER  ERR  EABR
EONIES g BAIE PiES
HK§'000  HKS'000  HK$'000  HK$'000
TEn TR TEL  TER

ANNUAL REPORT 2014

DEER(E)

RIB—=F+"A=+—RZHEEE
rEERBE—T-=F+_A=1t—H
WHEEZIERBDEENRENT

Payment
platform
solutions  Others Unallocated  Elimination Total Group

#f1F4
PSR B RAE BB R
HK§'000  HKS'000  HK$'000  HK$'000  HKS'000
i fa Tt AL AR

As at 31 December 2013 RZE-=%+-B=1-A
Segment assets NEEE 806,116 218302 473,051 732,878 88,076 116513 2,261,571 (1,120,062) 3,576,445
Segment liabilities NEEE (700,289) (177,195 (263,129) (133,096) (211,836) (414998)  (49,988) 1,120,062  (830,469)
Year ended 31 December 2013 BE-2--f

TZA=t-BLEE

Additions to non-current assets (excluding 3814 E 258
long-term deposits and prepayments,  (FaZREZERBEH
investments accounted for using the 518+ JUEREAEZ
equity method and availablefor-sale  FERTHBELHEE)
financial assets) 56,686 2,810 2142 3,201

108 579 41 - 05,507

Unallocated assets mainly include investment accounted
for using the equity method of HK$1,370,383,000 (2013:
HK$1,561,681,000) and cash and cash equivalents of
HK$822,001,000 (2013: HK$196,417,000).

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

Revenues of approximately HK$291,964,000 (2013:
HK$292,269,000) were derived from a single external customer.
These revenues were attributable to the telecommunication
solutions segment of HK$182,805,000 (2013: HK$187,966,000)
and payment platform solutions segment of HK$107,840,000
(2013: HK$102,376,000) and others of HK$1,319,000 (2013:
HK$1,927,000) in the PRC.

Information provided to the Board of Directors is measured
in a manner consistent with that of the consolidated financial
statements. These assets and liabilities are allocated based on the
operations of the segment.

AP BHEEETEBREUESEARZ
% %1,370,383,0008 T (=T — =4 :
1,561,681,0008 L) A KR & RIRE
&%) 822,001,000 8 70 (=& — = F
196,417,000/87T) °

=

FERBEEZARBERIEEME - BE N
WA BT EERRE ©

i

U A R 49 291,964,0008 T (= F — =
F 292,269,000 L) E4E B E NI
BP o ZFWAD IR EREEAAR
RN 5182,8050008 T (—F—=
i 187,966,0008 7T ) & X F & A

HEDHEBE107,840,0008 L (T —=
% 1 102,376,0008 70 ) A R HE 1A B
1,319,000/ L (=& — =4 : 1,927,000
/EE)

AEFEERE AN RAEGAMBERER
—HWITEARE - RFEERAGRIE
RS



SERHR (R E) AR AR

—-MEFH 123

Notes to the Consolidated Finanecial Statements

SEGMENT INFORMATION (continued)

Sales between segments are carried out at normal commercial
terms. The revenue from external parties reported to the Board
of Directors is measured in a manner consistent with that in the
consolidated income statement.

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

B WA 5 e B

6 DEER(GE)

AR S — AR IEROETT - (3
FEEREIIES ZWARARGS
R HAETE -

AEBTEREE - PEARE - AAME
PIEEM » AEEIRIER 2 & E RIS 2%
RELZEEIIT

For the year ended
31 December

BE+=-RA=1+—HLEE

2014 2013

=F-MF —T=F

HK$’000 HK$’000

FERT FET

Mainland China EelEipN 1,490,872 1,255,417
Hong Kong BB 8,489 10,007
Japan =N 20,239 21,986
Macau JEPY 9,579 6,927
1,529,179 1,294,337

The Group’s non-current assets (excluding long term deposits
and prepayments, investments accounted for using the equity
method and available-for-sale financial assets) and current
assets by geographical location, which is determined by the
geographical location in which the asset is located, is as follows:

REBIRBHEEMEME D 2 FFRBEE (T
BRERBRS RENHKIA  UWESEARZKRE
EAHHESREE) RS EEFHIMT -

As at 31 December

R+=—BA=+—8

2014 2013
—E—ImF —E—=F
HK$’000 HK$'000
FET FHEIT

Non-current assets FRBEE
Mainland China EelEipN 143,857 259,023
Hong Kong EH5E 29,306 692
Japan B 2,496 2,280
175,659 261,995

Current assets RBEE

Mainland China AR B A e 1,496,234 1,267,181
Hong Kong 5% 857,142 233,533
Japan SRiN 196,689 211,822
Macau JBFT 9,437 6,922
2,559,502 1,719,458
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7  EXPENSES BY NATURE

7 LDMEEZDZRAX

Expenses included in cost of sales, selling expenses, REHERAN « tHERX - ITHERRER
administrative expenses and impairment of intangible assets are BERBETAZHSE - HTWT -

analysed as follows:

Auditor’s remuneration

Depreciation of property, plant and
equipment (Note 15)

Depreciation of investment properties
(Note 14)

Amortisation of leasehold land (Note 76)

Amortisation of intangible assets (Note 17)

Impairment of intangible assets (Note 17)

Impairment of property, plant and
equipment (Note 15)

Employee benefit expense (including
directors” emoluments) (Note 9)

Costs of inventories sold (including
provision for/(written back of provision)
for inventories) (Note 21)

Operating lease rentals in respect of land
and buildings

Operating lease rentals in respect of
equipment

Research and development costs
(including staff cost)

Gain on disposal of property, plant and
equipment

Provision/(written back of provision) for
impairment of trade receivables, net

Provision/(written back of provision) for
inventories

For the year ended 31 December

BE+-A=+—HLHFE

2014 2013
—E—F —E—=F
HK$’000 HK$’000
T FHT
Z BRI N & 3,320 2,870
M - BB MREITE
(K1:£15) 59,182 40,228
WEMEINE
(Hiat14) 172 172
HE T s (Mt 16) 1,000 1,001
M EE#E(L17) 5,178 5,028
mEERBENL]7) 61,978 11,864
ME - BEMEERE
(His£15) 7,551 -
EERAAL(RIEES
W) (H729) 519,701 483,690
EHTFERAN(BETERE,
(BE#E))
(Kia£21) 320,769 380,508
T RIETF 2 BT
e 43,968 37,501
B EROES
16,916 16,775
IE R AR A(BIEE THA)
146,780 146,532
HEWE - BE R s
(592) (190)

FEURBR R B BAE (B B )
HER 2,188 (6,644)
GFERE(BOEE)
11,041 (4,363)
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8  NET FOREIGN EXCHANGE LOSS 8 SNEEBRFHE
The net foreign exchange loss recognised in the consolidated BHE_Z-—ME+_A=1T—HIFE
income statement and included in administrative expenses for Wi KRR ER B AITRERZ SN
the year ended 31 December 2014 amounted to HK$18,454,000 BEE 5 12 F %R 3% 18,454,000 T (— B — =
(2013: HK$31,983,000). % : 31,983,000 7T) °

9  EMPLOYEE BENEFIT EXPENSE (INCLUDING 9 REERIMAX(BREESHE)

DIRECTORS’ EMOLUMENTS)

For the year ended 31 December

BZE+-—A=+—HLEE

2014 2013
—F-mE —F—=fF
HK$’000 HK$'000
THET THETT
Wages and salaries TENES 420,206 411,130
Pension costs and social security costs RIRE KA Rt S RER A 72,192 72,537
Employees’ incentive programme of a —EMEB AR Z &8 EEhE 2
subsidiary (Note 25(c)) (H15325(c)) 27,303 23
519,701 483,690
(@) Directors’ and chief executive’s emoluments (@ ESBRITHAZME
There was no arrangement under which a Director waived FALBEENENXRBRELM
or agreed to waive any emolument during the year (2013: Me(—FE—=F: |)-

Nil).
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9  EMPLOYEE BENEFIT EXPENSE (INCLUDING 9 EERIMX(BREES=MS)

DIRECTORS’ EMOLUMENTS) (continued) (%)

(@) Directors’ and chief executive’s emoluments (continued) (@) EERTHARMS(E)
The Directors’ emoluments for the year are equivalent FRAEEWNCHENTEEEER
to key management compensation (2013: same). The M(ZZ—=4: BR) HE_F
remuneration of every Director and chief executive for the —mE+=-—A=+—HILEE -
year ended 31 December 2014 is set out below: BEERTREENMNT

Employer’s

contribution
Discretionary ~ to pension

Fees Salary bonus scheme Total
Bz
Bire
ne E2 miBTEAL HE 5 @5t
HK$000 HK$’000 HK$'000 HK$'000 HK$'000
Name of Director EEnE TR TR TR TR TR
Executive Directors HITES
Cheung Yuk Fung REI& 360 - - - 360
Kui Man Chun REEH
(Chief Executive Officer) (7TH 4% - 1,680 4,300 17 5,997
Xu Wensheng B & - 1,292 3,800 17 5,109
Li Wenjin FNE - 1,080 3,300 17 4,397
Xu Chang Jun %HEE - 954 3,300 17 4,271
360 5,006 14,700 68 20,134
Non-Executive Directors FHTES
Chang Kai-Tzung, Richard iy 130 - 50 - 180
130 - 50 - 180
Independent Non-Executive ~ BIUFHTES
Directors
Tam Chun Fai EiRE 114 - 50 - 164
Leung Wai Man, Roger RER 114 - 50 - 164
Xu Sitao FRE 114 - 50 - 164
342 - 150 - 492
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EMPLOYEE BENEFIT EXPENSE (INCLUDING 9 REERIMXX(ERESMS)
DIRECTORS’ EMOLUMENTS) (continued) (58)
Directors’ and chief executive’s emoluments (continued) (@ EERTHAZME(E)
The remuneration of each Director for the year ended 31 HE_Z—=F+=—A=+—HI
December 2013, is set out below: FE  BREFHMSFIIAT
Employer’s
contribution to
Discretionary pension
Fees Salary bonus scheme Total
=Epd
RikE
ik e BigEa FEIHT @5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Name of Director ST FET TEr TET THT TET
Executive Directors BTES
Cheung Yuk Fung REE 360 - - - 360
Kui Man Chun EBE
(Chief Executive Officer) (TT84%) - 1,680 2,600 15 4,295
Xu Wensheng Bt - 1,282 2,400 15 3,697
Li Wenjin EVE - 1,080 2,000 15 3,095
Xu Chang Jun HEE - 947 2,000 15 2,962
360 4,989 9,000 60 14,409
Non-Executive Directors FHTES
Chang Kai-Tzung, Richard RF 120 - - - 120
120 - - - 120
Independent Non-Executive ~ BIFHTES
Directors
Tam Chun Fai F iR 100 - - - 100
Leung Wai Man, Roger 2ER 100 - - - 100
Xu Sitao HEE 100 - - - 100
300 - - - 300
780 4,989 9,000 60 14,829
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9  EMPLOYEE BENEFIT EXPENSE (INCLUDING 9 EERAMX(BRESH<)
DIRECTORS’ EMOLUMENTS) (continued) (#&)
(b)  Five highest paid individuals b)) HEESHAL
The five individuals whose emoluments were the highest in TEBAFEREESHTALTRIE
the Group for the year included two Directors (2013: four). MAER(ZTE—=F :OF) - &
The emoluments payable to the remaining three (2013: FERNBTI=E(ZT—=F : —
one) individuals during the year are as follows: BIANTZBEIT -

For the year ended 31 December

BE+=-RA=+—HLEE

2014 2013
—E—F =%
HK$’000 HK$'000
THET THTT
Salaries, allowances and benefits ¥4 - JEB8L N EWFE
in kind including employees’ BIEE S &EETE
incentive programme 28,969 2,045
Pension cost — defined BRREKA— R
contribution plan e RETEl 206 101
29,175 2,146
The emoluments fall within the following band: e FToIER

Number of individuals

AE
2014 2013
—E-EF —E—=F
HK$2,000,001 — HK$3,000,000 2,000,0017%7T—3,000,0007 7T - 1
HK$5,000,001 — HK$6,000,000 5,000,001;% 7T —6,000,0007% 7T 1 -
HK$8,000,001 — HK$9,000,000 8,000,001/ 7T —9,000,0007 7T 1 -
HK$15,000,001 — HK$16,000,000 15,000,001 7% — 16,000,000 7T 1 -
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INCOME TAX EXPENSE

Hong Kong profits tax has been provided at the rate of 16.5%
(2013: 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 operates.

B WA 5 e B

10 FTEHiREX

B AR GHAUFE NG ERPEFIEH
K16.5%( - FB—=4% :16.5%):1E - /&
SNEFBEBIAF NG EHERFUER - 1%
REEEENMERRER ZHETHE o

For the year ended
31 December

BE+-—A=+—HLEE

2014 2013
—E-mEF —EB-=F
HK$’000 HK$’000
FERT FHET

Current tax WA
— Hong Kong profits tax — BBRNEHR - -
— Overseas taxation — BIMRIA 20,505 2,569
Deferred tax RIETIE (737) (1,114)
Adjustments in respect of prior years BT FE T 118 -
Income tax expense PRS2 19,886 1,455

Effective from 1 January 2008, subsidiaries are subject to
corporate income tax (“CIT”) in accordance with the new PRC
CIT Law as approved by the National People’s Congress on
16 March 2007. According to the new PRC CIT Law and the
relevant regulations, the new CIT tax rate applicable is 25%
unless preferential rates are applicable in the cities where the
subsidiaries are located.

Applicable corporate income tax rates of principal subsidiaries
Beijing Hi Sun Advanced Business Solutions Information
Technology Limited (“ABS”) was renewed as a High and New
Technology Enterprise (“HNTE”) in 2012 under the new PRC CIT
Law. Hangzhou PAX Electronic Technology Limited (“Hangzhou
Electronic Technology”) re-submitted HNTE application in
2014 under the new PRC CIT Law. Hunan Hisun Mobile Pay IT
Limited (“HN Mobile Pay”) was assessed as HNTE in 2013 under
the new PRC CIT Law. BE7TH I BR AR (“SXF”) submitted
HNTE application the first time in 2014 under the new PRC CIT
Law. As such, the applicable corporate income tax rate of ABS
and Hangzhou Electronic Technology was 15% (2013: same) for
the year ended 31 December 2014. The applicable corporate
income tax rate of SXF and HN Mobile Pay was 15% (2013:
25%) for the year ended 31 December 2014. In 2014, Beijing Hi
Sunsray Information Technology Limited did not apply for the
HNTE qualification and the applicable corporate income tax rate
was 25% (2013: 15%).

BEZEARRERAER_ZTLF=A
TRBBRBZHTFECEMSHEA(NE
FTiSi)) RABRERR - ST B EMBH
FAZET)\F—A—BHBENR  BRIEE
HREREANKBARATENRT - TR
MEBAREERICEMEHBAMRE
25% 7 FRFE °

FEWMBLARZERACEMESHR=E
trmEeEEEFMBRAR( SEE
FEEEDR - —FREBFTECEMR
SR EEEFE ARt (=5
RtE]) - mMMNEEETEITERAR
([HUMNEFHEIMT DR —E— I FRIEFF
Bl EFTSBUEEN R BRI E -
WME =GR E SR ERAR (AR
Bl | ) RN = FRIEFPREDE
ISR zETTEAaMEMEE - BT
NEMERAR(SXFHR-ZE—UEE
REFTPECEMSHZBARERNE
% - Wil HE-_ZT—WF+_-A
=+—ALFE =aEeEEERNMNE
FHEMzBAMPEREHRERIN%(ZF
—=F: jHR) - #HEZFT—WNF+=A
=+ —HIEFE - SXFEHE =F5 @
HRTCEMSMERIS%(ZE—=F
25%) c RZE—WF - kREHEEER
= BRI AR A BN ER B M
BE HEACEMBHER2%(ZE
— =4 1 15%) °
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10 INCOME TAX EXPENSE (continued) 10 FRSHBAX(E)
The tax on the Group’s profit before tax differs from the N 52 (B Bk B A5 B B e ) 0 54 18 BRLER R 4 R
theoretical amount that would arise using the weighted average RIFA TR EFMINEFTEHERER
tax rate applicable to profits of the consolidated entities as BRI ERMT
follows:

For the year ended
31 December

BE+t-A=1T—-HLEE

2014 2013
—F-lEF —E-=F
HK$’000 HK$'000
THET FHET
Profit before income tax R PR B AT A T 421,130 28,056
Tax calculated at domestic tax rates EREEBRREE R
applicable to profit in the respective HREHMBRRFEZ
countries IR 61,435 6,262
Tax effects of: MGTE
Income not subject to tax TRRBMIA (77,704) (20,014)
Expenses not deductible for tax purposes  FEERFE M & T A1 2 FZ 29,010 18,443
Utilisation of previously unrecognised tax B)ff @A R ER 2 FHIEE B
losses (13,879) (17,216)
Tax losses for which no deferred income 3 #IEFEFr 1S i ERERR
tax was recognised TIEEE 20,906 13,980
Adjustments in respect of prior years BT FE 118 -
Income tax expense PRSHIR X 19,886 1,455
The weighted average applicable tax rate was 14.6% (2013: MEFERRER4.6%(—F—=F:
22.3%). The change is caused by a change in the profitability 22.3%) - EBHREATDIRER 2 HBARRN

mix of the Group’s subsidiaries in the respective countries. MHRERER BN hES LREBAE -
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PROFIT/(LOSS) ATTRIBUTABLE TO THE EQUITY 11 RARERFTE ABGEF,
HOLDERS OF THE COMPANY (&518)
The profit attributable to equity holders of the Company is dealt X m R 75 A A5 71318,330,000
with in the financial statements of the Company to the extent of BIL(ZZF—=%F : 1881,404,000/87T)
HK$318,330,000 (2013: loss of HK$81,404,000). N R BB RREEIE
DIVIDENDS 12 RE
No dividend has been paid or declared by the Company during HE-_Z-—NF+-_A=+—HBLFE "
the year ended 31 December 2014 (2013: Nil). ZAN/N Tj[ﬁ,)ﬁﬁi EEMBRE(ZE
—=F ) -
EARNINGS/(LOSS) PER SHARE 13 SREF (ER)
(@ Basic @ EX
Basic earnings per share are calculated by dividing the BRERBANDREARFEREE
profit attributable to equity holders of the Company by ANEMEFIBRFEAD T E BB
the weighted average number of ordinary shares in issue BT HEEE -

during the year.

For the year ended
31 December

BZE+-—A=+—HLEE

2014 2013
—2-mF —F—=F
Profit attributable to equity holders A2 BI#EzE B A &L
of the Company (HK$’000) EA(THTT) 397,071 30,045
Weighted average number of ERITE BRI T
ordinary shares in issue (thousands) (Ff%) 2,776,834 2,768,052
Basic earnings per share BRERER
(HK$ per share) (ZR&ET) 0.14 0.01
(b) Diluted (b) #HF
Diluted earnings/(loss) per share is calculated by adjusting FREERT,(BR) RSB
the net income and the weighted average number of BEREEER ) 2 RERMAEWA
ordinary shares outstanding to assume conversion of all FEE R BATIEINE B AR AN T 19 &

potentially dilutive shares. FHE o
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13 EARNINGS/(LOSS) PER SHARE (continued)

(b)

Diluted (continued)

The Group has four (2013: three) categories of potentially
dilutive shares: share options issued by an associated
company, share options issued by a subsidiary: Mega Hunt
Microelectronics Limited (“Mega Hunt Microelectronics”)
(Note 25(b)), share options issued by a joint venture and
convertible preference shares issued by a joint venture
(2013: share options issued by an associated company,
share options issued by Mega Hunt Microelectronics
and convertible preference shares issued by a subsidiary:
Success Bridge Limited).

Dilutive effects arise from share options issued by an
associated company and share options issued by Mega
Hunt Microelectronics (2013: share options issued by an
associated company and convertible preference shares
issued by a subsidiary: Success Bridge Limited).

For share options issued by the associated company, the
exercise of the outstanding share options in the associated
company would have a dilutive effect. The exercise of
the share options in the associated company would be
dilutive if the net profit attributable to the equity holders of
the Company will decrease as a result of decrease in the
Group’s share of profit of associated company and increase
in loss on dilution of interest in an associated company.
A calculation is done to determine the number of shares
that could have been acquired at fair value (determined as
the average annual fair value of the associated company’s
shares) based on the monetary value of the subscription
rights attached to outstanding share options of the
associated company. 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 of the associated company.

The dilutive effect of the share options issued by Mega
Hunt Microelectronics was considered as insignificant
for the year ended 31 December 2014. The share options
issued Mega Hunt Microelectronics were not assumed to
be exercised as they would have an antidilutive impact
to the basic earnings per share for the year ended 31
December 2013.

ANNUAL REPORT 2014

13 BRER (B8 (&)

(b)

BwE(E)
REBBEENA(ZT—=4F: =
)EEEERG  —FHBE AR
172 e -~ — P B & A1 JKER I
BFAERLA(IAMEF )BT
Z B (MiEE25(b)) ~ —H & &R
ERTZBREN —Baghx®
T2 BRREBER(ZTE—=F : —
B2 A m 1T 2 BARE - JKERIK
BFETZBRER—HHREBLA
Success Bridge Limited 172 A[#
PRABFERT) ©

BEYEELAL e QRIEBT
BRI E FEITZER
B(ZE—=F —HBE %
172 B s e K — MY B A RlSuccess
Bridge Limited# 17 2 AT A 8 5E
&) o

FREE N R BT ZBREME - 17
FEEERAZARITEBERERER
BHEZE - WAKBEREBRER
AlEME A RIS R R 2 s
EERENEEHARBEERH
ANEESENFRR D - RITTER
REZERE TABHITE -
EEARATERB BN EE (%
BERBRN 2 FHFEAFEE
E) VIR & R B 2 RTT B A
PRtz RBEEHEERH - £X
Prat E 2 Bxtn 8B Jh L SR AR i &
REZ BT 2B EITRD
#iH -

BE-ZT-NME+-_A=1+—AL
FE - OKAMEFHITHERE 2
BEERESYITEX -HE-T
—=Ft-A=+—HILFE " #
RIKAMEFEITZBRESE &
BERBMER R ST E - WA
TMRBECEITRE -
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Diluted (continued) (b)
For share options and convertible preference shares issued

by a joint venture, the exercise of the outstanding share

options in a joint venture would have an antidilutive

effect as the net profit attributable to the equity holders of

the Company will increase as a result of decrease in the

Group’s share of loss of investment accounted for using the

equity method.

B WA 5 e B

13 SREF (F8E)(E)

P AG)

FLA B R ETT Z B R N AT R
BEBRME - AARKEEE AR
EARZBREBERD AR EE
SRFEAREENBEFTEM - &
TEEEREZHARTTERBRES
AEREETE -

For the year ended
31 December

BE+-RA=T-HLEE

2014 2013
—2-mF “F-=F
Profit attributable to equity holders KRR AREEN (TET)
of the Company (HK$000) 397,071 30,045
Assuming exercise of all outstanding share  R3& — Bt & AR E1T 2 FTA HATTIER
options issued by the associated company — RREEEZTE(FHE L) |
(HK$000)
— Decrease in share of profit of the — BIEBE AR RFRD
associated company (25,560) (2,819)
— Increase in loss on dilution of the — R—RBE AR EEEBREM
associated company (10,693) (56,201)
Adjusted profit/(loss) attributable to equity  FILAEE SIREEEIE 2 AL AR
holders of the Company used to determine ~ #75 AEHEBZEF/ (HE)
diluted earnings per share (HK$'000) (&) 360,818 (28,975)
Weighted average number of ordinary BETERRIME TSR (TR)
shares in issue (thousands) 2,776,834 2,768,052
Adjustments for assumed conversion of HERRERR—RNBARETZ
convertible preference shares issued by ARIRESREL AR (TR)
a subsidiary (thousands) - 8,782
Weighted average number of ordinary SREFET /(B8 2 LBk
shares for diluted earnings/(loss) MEFHE (TR
per share (thousands) 2,776,834 2,776,834
Diluted earnings/(loss) per share attributable R AR E A AEEEREE
to the equity holders of the Company i/ (E8) (BikET)
(HK$ per share) 0.13 (0.01)
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14 INVESTMENT PROPERTIES 14 BEYE
Group Company
rEH VNN
Buildings Buildings
BF #F
HK$’000 HK$’000
FERT FET
At 1 January 2013 R-ZE-—=%-A—H
Cost D% 3,446 5,157
Accumulated depreciation 2FHinE (1,041) (1,558)
Net book amount BEEFEE 2,405 3,599
Year ended 31 December 2013 BE-—E—=F+=-A=+—H
IEFE
Opening net book value HAIA AR 2,405 3,599
Depreciation e (172) (258)
Closing net book value MR BREFE 2,233 3,341
At 31 December 2013 R=-ZB—=F+=ZH=+-—H
Cost AN 3,446 5,157
Accumulated depreciation E5HhE (1,213) (1,816)
Net book amount BRERE 2,233 3,341
Fair value (Note) NYEHEE) 11,961 17,897
Year ended 31 December 2014 BE-ZE—NWE+=-H=+—H
ILFE
Opening net book value HYIRREFE 2,233 3,341
Depreciation e 172) (258)
Closing net book value B BREFE 2,061 3,083
At 31 December 2014 R=-ZB-NFE+=HA=+—H
Cost B AR 3,446 5,157
Accumulated depreciation REHTE (1,385) (2,074)
Net book amount REFE 2,061 3,083

Fair value (Note) NHEHE) 11,431 17,106
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INVESTMENT PROPERTIES (continued)

Note:

Fair value measurements using significant other observable inputs (level 2)

The investment properties located at Level 15 to 17, Yindu Building, No. 67 Fu
Cheng Road, Haidian District, Beijing City, PRC At Ri&ER BRI 6757 IR
HAE15-1712). The fair value as at 31 December 2014 was assessed by the
independent and professionally qualified valuer, Asset Appraisal Limited.

The valuation was determined using the direct comparison approach. Sales prices
of comparable properties in close proximity are adjusted for differences in key
attributes such as property size. The most significant input into this valuation

approach is price per square foot.

At at 31 December 2014, the Group had no unprovided
contractual obligations for future repairs and maintenance (2013:
Nil).

All depreciation expense during the year has been charged to
administrative expense (2013: same).

Interests in investment properties at their net book values are
analysed as follows:

B WA 5 e B

14 BREWEE)
Hitt -

NEMEZNATEERAER AR EFE(F )

BAMEMLNIERTEER SR K67 RRHDAE5-17
B-RZFE-MF+-A=+—HZRAFEHRBLE
EEERMGEMEETEBEERARNE

BEDRAERLBAETE - REDDLR ALY E
ZHEBRERIBZEIE(DINMERE) 2 2 RIEH
HE o WEEHTENRERBAERFTHRE -

RZZE—WF+ZA=+—0  ~"EEH
BERMBREERREMAEBBZAL
BE(CZ—=F &)

FRNBNERICHATRERA (=T
—=%F : R -

REMFRSRIREFEDTNOT

Group Company
# 4 LN
As at 31 December As at 31 December
R+=—HA=+—8H R+=—A=+—8H
2014 2013 2014 2013

—ZT—mFE —T—=F ZZT-NF —T—=F
HK$’000 HK$’000 HK$’000 HK$’000
FHT FATT FHET FH&IT

Outside Hong Kong, held on: ~ ZF#BEH
Leases of between 10 to L10ZE505F A

50 years = ¥e) 2,061 2,233 3,083 3,341
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HI SUN TECHNOLOGY (CHINA) LIMITED

INVESTMENT PROPERTIES (continued)

14

The following amounts have been recognised in the consolidated

income statement:

Rental income

Direct operating expenses arising from
investment property that generated rental

income

HeBA

TEHESWAZREYE

ANNUAL REPORT 2014

REME(E)

AT & BERGA KSR AR

Group
EE
For the year ended 31 December

BE+t-A=T—-HLEE

PIEES 2 BRI ERX

2014 2013
—2-mEF —E=F
HK$'000 HK$'000
TEx TAET
1,970 2,096
(266) (375)

There were no direct operating expenses arising from investment
property that did not generate rental income during the year.

The period of leases whereby the Group and the Company leases
out its investment properties under operating leases ranged from

1 to 2 years.

At 31 December 2014, the future aggregate minimum rentals

receivables under non-cancellable operating leases are as

follows:

Not later than 1 year

Later than 1 year and not later than 5 years

I EEiE1
BB FETBIB5F

FA - UESEHSBAZRENELE
EEEAEREEMAX

AEEMARFRBLEERNBHERE
Y2 BEIN F15226F -

RZZ—NF+=ZA=+—H8 ' BREFRT
BUEH LS A) 2 RRRAR E YR & 5N
™

Group

FEE
2014 2013
—E-mEF —E—=F
HK$’000 HK$'000
TERT T
2,641 2,646
273 -

2,914 2,646
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15 PROPERTY, PLANT AND EQUIPMENT 15 ¥ - BRERRE
Group
r&EHE
Office
Leasehold  furniture and Plant and Motor
Buildings improvements equipment equipment vehicles Total
WAZE
BF HEWELE RARRE BERRE AE st
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TERT TERT TERT TER TER TER
At 1 January 2013 R-Z-=f-A-8
Cost R 42,858 18,029 214,111 74,133 23,796 372,927
Accumulated depreciation 2 E (11,559) (12,796) (176,239) (27,703) (18,591) (246,888)
Net book amount REFE 31,299 5,233 37,872 46,430 5,205 126,039
Year ended 31 December 2013 BZ-2-=£+_A8
=+-ALFE
Opening net book amount HAYIBRERE 31,299 5,233 37,872 46,430 5,205 126,039
Additions NE - - 9,555 52,914 3,021 65,490
Disposals (Note 29(c)) HE(H£29(c)) - - - (13) - (13)
Depreciation E (2,001) (2,273) (16,144) (16,759) (3,051) (40,228)
Exchange realignment fE A% 830 114 533 1,799 125 3,401
Closing net book amount AR EEE 30,128 3,074 31,816 84,371 5,300 154,689
At 31 December 2013 RZB-ZF+-A=t—-H
Cost A 44,027 17,790 226,216 129,309 26,480 443,822
Accumulated depreciation ZE (13,899) (14,716) (194,400) (44,938) (21,180) (289,133)
Net book amount REFE 30,128 3,074 31,816 84,371 5,300 154,689
Year ended 31 December 2014 BE-Z-mF+=A
=+—HLEFE
Opening net book amount HYRmFE 30,128 3,074 31,816 84,371 5,300 154,689
Additions NE - 10,631 19,252 13,689 6,296 49,868
Disposals (Note 29(c)) & (H13229(c) - - (123) (24,599) - (24,722)
Disposal of a subsidiary (Note 29(b) PE—HHBAR
(Hizt29)) - - (653) - - (653)
Impairment loss (Note 17) RERBRME) - - - (7,551) - (7,551)
Depreciation & (1,992) (3,180) (17,315) (34,390) (2,305) (59,182)
Exchange realignment [& 5 A% (667) (114) (1,026) (1,681) (135) (3,623)
Closing net book amount HAREFE 27,469 10,411 31,951 29,839 9,156 108,826
At 31 December 2014 R-Z2-OF+=A=t+-H
Cost A 43,038 28,061 232,760 100,159 32,145 436,163
Accumulated depreciation 2 E (15,569) (17,650) (200,809) (62,812) (22,989) (319,829)
Accumulated impairment loss ZETREER - - - (7,508) - (7,508)

Net book amount SREFE 27,469 10,411 31,951 29,839 9,156 108,826
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15

16

PROPERTY, PLANT AND EQUIPMENT (continued)

Impairment of HK$7,551,000 (2013: Nil) arose in the electronic
power meters and solutions segment, details of which have been
disclosed in Note 17.

Depreciation expense of HK$41,968,000 (2013: HK$25,897,000)
has been expensed in cost of sales, HK$1,790,000 (2013:
HK$491,000) in selling expenses and HK$15,424,000 (2013:
HK$13,840,000) in administrative expenses respectively.

As at 31 December 2014, banking facilities of approximately
HK$22,483,000 (2013: HK$23,021,000) were secured by
buildings with a net book value of HK$12,705,000 (2013:
HK$14,147,000).

15
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M BERRE(GE)

B EEMMBERA RS BELRE
7,551,000 (= F—=F : T) - B
BRI 173 E -

FrERMTH41,968,000/8L( —T— =4 :
25,897,000 7T ) B9 B S5 & A A F 2
5 + 1,790,000/ 7L (ZZ—=4F :491,000
BT REER I ¢ K&15,424,000%8
TT(ZZ—=1F : 13,840,000/ 7T) B 1T
RERAXH -

RZE-—MEFE+=—A=+—08 R
2 B #922,483,0008 L (= —=F
23,021,000/ 7T ) LA BR 1 /5 {E 12,705,000
BEIT(ZZ—=4F : 14,147,000/8 7T ) K&
FEEA o

LEASEHOLD LAND 16 #HELH
The Group's interests in leasehold land represent operating lease AEBRHEE T WA EREE RTEHEE
prepayments and their net book amounts are analysed as follows: MAFIE - EEmFEDTWT ¢
Group Company
rEEHE b NN
As at 31 December As at 31 December
R+t=—A=+—H R+=A=+—H
2014 2013 2014 2013
ZE-mE —T-=F ZB-RmFE —T-—=F
HK$’000 HK$’000 HK$’000 HK$’000
FET FAT FET FAET
Outside Hong Kong, held on: &8
Leases of between 10 to 50 B10E50F 2
years HAFE 35,383 36,653 24,271 25,030
The movement of the net book amount for leasehold land is as HET M REFEZEHNAT
follows:
Group Company
rEE RAF
2014 2013 2014 2013
—E-mOF —T—=F —F-OF —T—=F
HK$’000 HK$’000 HK$’000 HK$'000
TERT T THET FHET
Opening net book amount HAWIEREFE 36,653 37,330 25,030 25,790
Amortisation B (1,000) (1,001) (759) (760)
Exchange realignment PE 5 (270) 324 - -
Closing net book amount AR BRESHE 35,383 36,653 24,271 25,030
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16 LEASEHOLD LAND (continued) 16 HETH(E)
During the year, amortisation expense of HK$59,000 (2013: F7A 59,0008 7T(—F—=%F : 60,000
HK$60,000) has been expensed in cost of sales and HK$941,000 BIT) ZHEBRIINEER AT &
(2013: HK$941,000) in administrative expenses, respectively. 941,000/ L (ZZ— =% : 941,000/ 7T)
RITHERALH -
As at 31 December 2014, banking facilities of approximately RZE—WMFF+=_A=+—08 R
HK$22,483,000 (2013: HK$23,021,000) were secured by {Z B #722,483,0008 (& — =4 :
leasehold land with a total net carrying amount of HK$3,485,000 23,021,000 7t ) Jh A ER M ¥ EH £ 78
(2013: HK$3,657,000). 3,485,000 T (ZF—=4 : 3,657,000
BIT) 2 THE T HE IR o
INTANGIBLE ASSETS 17 BIEEE
Patents and
capitalised
Customer software
litand ~ development  Inprogress  Computer
Goodwill  Brandname ~Licences  contracts costs  technology ~ software Total
EFIRERR
RP2E  BA/Ef
BE il K ke BENA WEEE O ERE4 S
HKS$'000 HK$'000 HKS$'000 HK$'000 HKS$'000 HK$'000 HKS$'000 HK$'000
i Thr ThL Th ThL Thr ThL Thr
At 1 January 2013 R=8-z£-§-A
Cost A 130,376 4974 8,535 5,762 25,048 6,648 - 161,343
Accumulated amortisation ZaHEHE - (4,974) (1767) (5,762) (24912) (3,767) - (41,182)
Accumulated impairmentloss ~ ZzFHER#R (55,963) - - - - - - (5593
Net hook amount REEE 74,413 - 6,768 - 136 2,881 - 84,198
Year ended 31 December 2013 ~ EZ=F-=F1Zf
ST-BLEE
Opening net hook amount HEEEE 74,413 - 6,768 - 136 2,881 - 84198
Additions HE - - - - 77 - - 77
Amortisation charge BETH - - (3,585) - 93) (1.350) - (5,028)
Impairment loss HEEE (11,664 - - - - - - (11,804)
Exchange realignment [ 5 A% 824 - 145 - 4 04 - 1,037
(Closing net book amount HAEEEE 63,373 - 3,328 - 124 1,595 - 668,420
At 31 December 2013 R-E-z£+Zf
=+-f
Cost KA 131,750 5116 8,777 5,925 25,837 6,836 - 164,241
Accumulated amortisation 2ot - (5,116) (5,449) (5,925) (25,713) (5,241) - (47 444)
Accumulated impairment loss ZHRERR (68,377) - - - - - - (68,377)
Net hook amount REEE 03,373 - 3,328 - 124 1,595 - 68,420
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17 INTANGIBLE ASSETS (continued) 17 BREE(E)

Patents and
capitalised
Customer  software
listand development Inprogress ~ Computer
Goodwill Brandname Licences  contracts costs technology  software Total
BRIk
E8%
RFEE EAzut
BE mE BHE REH  RERX WRPREG EREs 2
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
fér  fEn TR  TEx TR  TEx  TExr  TER

Year ended 31 December 2014 HZ=F-ME+=R

Zt-BLEE
Opening net hook amount B e 63,373 - 3,328 - 124 1,595 - 68420
Additions NE - - - - - - 30,800 30,800
Amortisation charge BET - - (2,081) - 43) (1,343) (1,711) (5,178)
Impairment loss (see below) ~ ERE (61,978) - - - - - - (61978)
Disposal of a subsidiary E-HHBAR
(Note 29(b)) (Hit29m) - - 118y - - - - (1,189
Exchange realignment A (1,395) - (59) - (3) (30) - (1,487)
Closing net hook amount BAEHEE - - - - 78 222 29,089 29,389
At 31 December 2014 R-B-DE+ZA
=t-H
Cost B 38456 4,9% o499 B2 667 30800 331,158
Accumulated amortisation ZEH - (4,996) - (4,996)  (25,156) (6,454) (1,711)  (43,313)
Accumulated impairmentloss — ZFFHERE (258,456) - - - - - - (258,456)
Net book amount REFE - - - - 78 222 29,089 29,389
During the year, amortisation expense of HK$5,135,000 FA - BEEA5,1350008T(ZE—=
(2013: HK$4,935,000) has been expensed in cost of sales and £ 1 4,935,000/ 7C) JI EHE R AN 85 &
HK$43,000 (2013: HK$93,000) in administrative expenses, 43,000/ 70 ( —F—=%F : 93,0008 7C) %%

respectively. TREMRE o
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INTANGIBLE ASSETS (continued)

Impairment tests for goodwill

Goodwill is allocated to the Group’s CGUs identified according
to operating segment and monitored by the management at the
operating segment level. The recoverable amount of a CGU is
determined based on the value-in-use calculation.

Goodwill allocated to the electronic power meters and solutions
segment had been fully impaired with an impairment charge of
HK$61,978,000 (2013: Nil) during the year ended 31 December
2074. As at 31 December 2014, the Group’s goodwill balance is
nil (2013: HK$63,373,000). During the year ended 31 December
2013, goodwill of HK$11,864,000 arising from the acquisition of
MS Group was fully impaired.

While there was a considerable growth in the revenue and gross
margin from the sale of mag-stripe card security decoder chips
which historically contributed relatively minor percentage to
the segmental turnover, the change in market conditions and
substantial decrease in market share of electronic power meters
led to a continuous loss for the electronic power meters and
solutions segment.

In calculating the recoverable amount of the electronic power
meters and solutions segment for the purpose of annual
impairment tests for goodwill, management prepared its pre-tax
cash flow projections based on financial budgets approved by
management covering a five-year period.

Cash flows beyond the five-year period for the electronic power
meters are extrapolated using the growth rate of 3%. The growth
rate does not exceed the long-term average growth rate for the
respective country.

The key assumptions used in calculating the recoverable amount
of the CGU as at 31 December 2014 are as follows:

17

B WA 5 e B

| EE(E)

EERERR
BERBEEEDBOREEAREMER 2
ReELSEMN HEEEELEIBER
BER - BeEL BN 2 MBS EERE
REENTEETE -

HE_Z-—NE+-_A=+—HIFEE -
AT ERETEEMRBRAAIRZEER
2ERE - BERXA61,978,000%5 T
(ZE—=F: %) RZZTE—WEF+=
A=Z+—8 r5EBREEHAT (=T
— =% :63,373,00087L) c HE_-Z
—=F+ZA=1+—HLFE  WKEMS
EEEA ZEE11,864,000/8 7L C 2 BUH
& o

BEHEWGERMERB TR 2BARE
MARER - BEEHOBEERELD

BRMER DA DL - IETRE B N EEER
EEMNTSEE RRBERGHNELLS

EEMPBRTEDBIFEBE -

B ZFERENANEERITEER
REERF Rz RO SFE - EIRERAL
HEREDFHNYBRERETAR TR
STH -

BB BERRRATESRBBT
FHRZRLEE T RA3% 2 HRE R
5 o ERRPMBHABER 2 REFY
HEE -

AERASEASRUZAREEREMAE
E3LE N

2014 2013

—2-mE —T-=F
Electronic Mag-stripe Electronic Mag-stripe
power card security power  card security
meters decoder chips meters decoder chips
BRGTE BiR< BT E f =R
Em MEBESH Em BRI
Gross margin % EF| = 19-22% 57% 20-26% 54%
Compound annual growth rate BEFHERR 4% 9% 34% 6%
Pre-tax discount rate TRRTALIE =& 20% 18% 19% 24%
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INTANGIBLE ASSETS (continued) 17 BREECE)
Impairment tests for goodwill (continued) BAERENAGE)
The budgeted gross margin % and compound annual growth BHENEREGFRETIBERER
rate are based on the past performance and its expectations of EMSEREAET - TAREXRARK
the market development. The discount rate used is pre-tax and RS FEFE R 2 FHATEL K -
reflects specific risks relating to the segment.
The recoverable amount of the electronic power meters and RZE—NF+=ZA=+—1 ' EhEs
solutions segment is HK$100,047,000 as at 31 December 2014, EEMEBRARAESDFE KBS E A
which is lower than the carrying amount of this CGU. This 100,047,000 7T » PREBEEELE
shortfall leads to full impairment of goodwill of HK$61,978,000 I BREE - ZEREYHEL2ERE
and a further impairment charge of HK$7,551,000 (2013: Nil) on 61,978,000/ L * A EHZE —_ZT—IN4F
the plant and equipment included in the electronic power meters TZA=Z+—BILFE  ®BEREEZ
and solutions segment during the year ended 31 December H—HRERX7,551,0008 T (ZF—=
2014. F:B)DHABRFEER KBRS R
DR o
AVAILABLE-FOR-SALE FINANCIAL ASSETS 18 AHHESMEE
The Group’s available-for-sale financial assets include equity AEBEAHEESHEEBERAES
securities with the following details: BT
Group Company
rEE RRAF
2014 2013 2014 2013
—B-mF —T-=F —B-0OF —T-=F
HK$’000 HK$’000 HK$’000 HK$’000
FET THET FET THETT
At 1 January n—A—H 30,395 27,267 24,000 20,800
Fair value gain on revaluation Bz AFERZ - 2,951 - 3,200
Disposals (Note) B (i) (30,278) - (24,000) -
Exchange realignment IE 5 (117) 177 - -
At 31 December R+—-—A=+—H - 30,395 - 24,000
Unlisted investments outside BB IE LT
Hong Kong & - 30,395 - 24,000
Note: During the year, the Group disposed of the available-for-sale financial assets Wiat - FA - AEELA155,866,0007 7T H & A

at HK$155,866,000. A gain on disposal of HK$126,360,000 was recognised
during the year, including release of reserves of HK$600,000 and exchange
reserve of HK$172,000 which have been credited to the consolidated
income statement.

ESHEE - HEIRE126,360,0008 T E R
FRER - BFEBHAGARGERZFE
600,000/ 7T % [ 5. f#1#172,000/8 7T °
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18 AVAILABLE-FOR-SALE FINANCIAL ASSETS 18 AftHEEMEE(E)
(continued)
The carrying amount of the available-for-sale financial assets are AfHECREE ZREET A TS
denominated in the following currencies: (A :
Group Company
KEH KA E]
As at 31 December As at 31 December
BR+=ZA=+—H R+=—HA=+—H
2014 2013 2014 2013

19

—E-NFE —ZT—=F ZE-NF =—FT—=F
HK$’000 HK$’000 HK$’000 HK$’000
FHT FET FET FET

RMB AR - 6,395 - -
us$ ETT - 24,000 - 24,000
- 30,395 - 24,000
INVESTMENTS IN SUBSIDIARIES AND DUE FROM/ 19 RHKBARZREREW
TO SUBSIDIARIES Bt A BIFRIE
Company
NN
As at 31 December
R+=ZA=+—H
2014 2013
—F—lF —EF-=F
HK$’000 HK$’000
FHET T
Investments at cost, unlisted shares JE TR - IRIRER A 999,384 999,384
Less: provision for impairment B ORERE (286,257) (14,268)
713,127 985,116
Amounts due from subsidiaries (Note (a)) FEUSF B A R F A (M 7F (a) 381,529 352,911
Less: Provision for impairment S RBE A (39,695) (39,695)
341,834 313,216
Amounts due to subsidiaries (Note (a)) JERT B A Rl F 38 (M 7F (a) 567,164 567,699
Note: M -
(@) The balances with subsidiaries are unsecured, interest free, and repayable @) SR AR RESBRBEER - RERAR

on demand. RERE -
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INVESTMENTS IN SUBSIDIARIES AND DUE FROM/ 19
TO SUBSIDIARIES (continued)

The following is a list of the principal subsidiaries at 31

December 2014:

Name

&R

Beijing Hi Sun Advanced Business
Solutions Information Technology
Limited

IrEheERRRTARAR

Beijing Hi Sunsray Information
Technology Limited
IRRBRERREERITERAR

Hunan Hisun Mobile Pay IT Limited
HERRERE R RIARAR

Hangzhou PAX Electronic
Technology Limited
MMNAEETRINERAR

BATH X &R AR (SKF))

Place of incorporation
and type of legal entity

AR LEHR

EERBRER

The PRC, limited liability
company

TE - BRAT

The PRC, limited liability
company

FE - ARAA

The PRC, limited liability
company

ME - ARAR

The PRC, limited liability
company

TE - ARAT

The PRC, limited liability
company

ME - ARAR

Principal activities and
place of operation

IERBRERE

Provision of financial solutions,
services and related products
in PRC

ETERMERBRASTER
REREBER

Provision of telecommunication
solutions, and operation
value-added services in PRC

EHERAEHRANRR
B2EERE

Provision of mobile payment
solutions and services in PRC
ERERUFEIATaBRAR

TR

Manufacturing and sales of
electronic power meters
and solutions in PRC

ARELERHERHGEER
RBRANE

Provision of payment processing
solutions in PRC

EEREXARPRERANR

* BETT S MERAR] (“SXF”) is a subsidiary of EEATTHHEEERA

sk

&) (“Chongging Jiexing”). The Company does not have legal ownership
in equity of Chonggqing Jiexing. Nevertheless, under certain contractual
agreement enacted among the registered owners of Chongging Jiexing, the
Company and its another subsidiary, the Company controls Chonggqing
Jiexing 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 Chongqing
Jiexing to the Company. As a result, it is presented as a consolidating

subsidiary of the Company.

During the year, the registered capital of SXF increased from
RMB160,000,000 to RMB199,900,000 upon the exercise of share options
by the eligible employees (note 25(c)), but the procedures for the industrial
and commercial change registration were proceeded.

ANNUAL REPORT 2014

RSB AT 2R AR B
Bt S A RIFRIE (48)
RZZE—NE+_A=+—08  FEME
RNAElZBBEHT -
Proportion of
ordinary
Proportion of shares
ordinary held by
shares non-
Particulars of directly held  controlling
issued share capital/ by the Group interests
registered capital (%) (%)
AEH *ER
EifBAz RBEEAZ
BRIBA/ EERLA  EERLA
AMERHE (%) (%)
HK$100,000,000 100% -
100,000,000 7
HK$160,000,000 100% -
160,000,000/87C
HK$20,000,000 100% -
20,000,000/57
RMBS3,400,000 100% -
ARH53,400,0007C
RMB199,900,000* 80.04% 19.96%
(2013: RMB160,000,000)
AER#199,900,00070
(Z2-=%:
AE%160,000,0007T)

sk

BTN NARARREESTRDEBAER
RE[EEATDNFAR - ARRUEER
ZEEBTERAEEHRAE - A - RIES
E#TEMERA - AREREEMHMEA
RIFTRISZHIE TR MR AARE RIS E
BRETALRER  EHEMBEREERK
EREERABHIARINKE - UERZER
AHMERLEAZEE MG EER/TT -
AN - BEA KBRS EESTTHRR LD
BEBTARE - Bt BEZIUEREARE
EAHBAR o

FR - REAREBITEBERER  SXFZ
& A B AR 160,000,000701E = AR
199,900,0007T (Mi5E25(c)) + MEE#EIT TE &
EFE -



SERHR (R E) AR AR

19

—B-MEER 145

Notes to the Consolidated Finanecial Statements

INVESTMENTS IN SUBSIDIARIES AND DUE FROM/

TO SUBSIDIARIES (continued)

Set out below are the summarised financial information for the

subsidiary that has non-controlling interests that are material to

19

B WA 5 e B

RIBR B ZREREL, EM
B RRE(E)

AT #5IAH AR E = BEANIFE
Pz e it B AR AR -

the Group.
Summarised balance sheet CEABERE
SXF
As at
31 December
R+=ZA=+-—H
2014
—E—{mE
HK$’000
FET
Non-Current FERE
Assets BE 48,551
Current B
Assets BE 624,316
Liabilities afl (484,472)
Net assets EEFE 188,395
Summarised income statement B RUE
SXF
For the year ended
31 December
BE+=-A=+—H
IEFE
2014
—E—NF
HK$’000
FET
Revenue A 452,665
Loss before income tax FRPTISHIRTE R (2,622)
Income tax expense PSR -
Loss for the year FREER (2,622)
Other comprehensive loss Efh 2 HEEE (3,147)
Total comprehensive loss THEEBRAE (5,769)
Total comprehensive income FEREREEEERREE

attributable to non-controlling
interests

6,740
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INVESTMENTS IN SUBSIDIARIES AND DUE FROM/ 19 RHBAFZREREY BN
TO SUBSIDIARIES (continued) BB ARFIR ()
Summarised cash flow statement BRERERYE
SXF
For the year ended
31 December
BE+=-A=+—H
LEFE
2014
— ke
HK$’000
FET
Cash flows from operating activities EE XK HERE
Cash generated from operations KEFTRIRE 123,302
Income tax paid PRGBS -
Cash generated from operating KEEBER®
activities 123,302
Cash flows from investing activities & EBZIRERE (10,085)
Cash flows from financing activities BEEEZIRETRE 60,325
Net increase in cash and cash RERAEEEYZEMERE
equivalents 173,542
Cash and cash equivalents at FRE MRS FED
beginning of the year 426,492
Exchange loss on cash and cash RekReSBYELER
equivalents (11,118)
Cash and cash equivalents at end of FRBEERELSEEY
the year 588,916

The information above is the amount before inter-company and

an associated company eliminations.

A EERAEERN QR R QR HEA
L& o
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The amounts recognised in the consolidated balance sheet are as

follows:
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R EERBRBER LSBT

As at 31 December

R+=-—A=+—H
2014 2013
—E-mF —E—=F
HK$’000 HK$’000
FET T
Associated company i N 1,370,383 1,561,681
Joint venture AEDE 2,584 -
1,372,967 1,561,681

The amounts recognised in the consolidated income statement

are as follows:

REFARERERZ ST

For the year ended
31 December

BE+-A=+—HLEE

2014 2013
—E-ImF —F-=fF
HK$’000 HK$'000
TET FET
Share of profit/(loss): e R, (E518)
— Associated company N 156,472 92,612
— Joint venture — REE (37,571) -
118,901 92,612
Gain/(loss) on disposal/dilution of HeE BEEREARE Y
interest in an investment accounted BB W (E18)
for using the equity method:
Associated company i1/
— Loss on dilution of interest — EeEEREE (52,818) (6,883)
— Gain on disposal of interest — hERalE 304,033 -
251,215 (6,883)
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INVESTMENTS ACCOUNTED FOR USING THE
EQUITY METHOD (continued)

(@)

Investment in an associated company

Setout below is the associated company of the Group as at
31 December 2014, which, in the opinion of the directors,
is material to the Group. The associated company as listed
below has share capital consisting solely of ordinary shares,
which are held directly by the Group; their principal place
of business are in the PRC, Hong Kong and the United

ANNUAL REPORT 2014

20 DIERZEARZERE(E)

(@)

States.

Name

1

31 December 2014
—2-mE+=A=1-H
PAX Global (Note a)
BERL(H )

31 December 2013

Place of incorporation
and kind of legal entity
Bl cky
EERBER

Bermuda, limited liability
company

BRE  BRRA

Particular of issued
share capital

ERTRAHE

1,100,814,000 ordinary
shares of HK$0.1 each
1,100,814,0008%
SREEVET
LR

—g-=§+-A=+-8
PAX Global (Note a) Bermuda, limited liability 1,044,517,000 ordinary
BERR(MHa) company shares of HK$0.1 each
BRE  BRRA 1,044,517,0008%
SRAEE. VBT
Limk

Note a: ~ PAX Global Technology Limited (“PAX Global”) is principally

engaged in the development and sales of electronic funds
transfer point-of-sales (“EFT-POS”) products and provision of
related service.

On 20 December 2010, as a result of the Group’s spin-
off of PAX Global to be separately listed on the Hong
Kong Stock Exchange, PAX Global became an associated
company of the Group. On the date when control ceased,
the Group’s retained interest in PAX Global was fair
valued, and this give rise to the difference between the
carrying value of investment in an associated company of
the Group and its share of net assets value of PAX Global.

R—BEBHEQTZRE
TXHEIR_FT-—MFE+_-A
=+ RESRAYAEEMEE
ERZAREEBERE - TRETY
ZHMERRHAERAREERR
BeEBRBRZBA  HXBE
EWFRTE - BEREE -

Effective

Nature of interest held ~ Measurement
relationship FiE2 method
BEME BERES TEAE
Note 32 33.07% Equity
XY Em
Note 32 42.51% Equity
fit3E32 (i

Hita : BERRHPFRARAR(TEREREE
BENERERHEEETNHEHRE
FXATHER ) E A RIRMEBR
% o

RZE—ZTF+A=+AH @R
AEBEDRENE BB MBI L
MZABRYE  BERMAALRSE
BZHBE AR RMEILERIEE
B AEBERAERRRE 2R
URAFEFE  SERAAEEHE
AAZEREZFEHEEEARNBER
REEFEMENBRHBRER -
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INVESTMENTS ACCOUNTED FOR USING THE
EQUITY METHOD (continued)

(@ Investment in an associated company (continued)

B WA 5 e B

20 LDIERZEARZERE(E)

@ R-BBEARN2REE)

Group Company
REE ¥ /N
2014 2013 2014 2013
—E-NE —E2-=F ZE-NEF —ZT-—=fF
HK$’000 HK$’000 HK$’000 HK$’000
FHET FAT FHET FHT
At 1 January n—A—H 1,561,681 1,458,419 316,862 316,862
Share of profit FEAE T 156,472 92,612 - -
Share of other comprehensive &5 E il 2 H
(loss)/income (E8), = (14,119) 11,826 - -
Share of other reserves FE(E B 11,276 5,858 - -
Disposal of interest (Note (i)) HEREZ(H52E)) (291,133) - (57,092) -
Dilution of interest (Note (ii)) FEzSEE (M722(i)) (53,794) (7,034) - -
At31 December W+=—A=+—RH 1370383 1,561,681 259,770 316,862
Note (i): st <

On 18 September 2014, the Group sold 80,000,000 shares of PAX Global at
a price of HK$7.5 per share. The net proceeds for the disposal approximated
HK$593,351,000. These shares represented approximately 7.27% of the
total issued share capital of PAX Global as at 18 September 2014. As
a result, the Group's interest in PAX Global decreased from 40.35% to
33.08% and a gain on disposal of HK$304,033,000 was recognised in the
consolidated income statement, including release of reserve, which have
been credited to the consolidated income statement of HK$1,815,000
during the year.

As at 31 December 2014, the fair value of the Group’s interest in PAX
Global, which is listed on The Stock Exchange of Hong Kong Limited, was
HK$2,912,000,000 (2013: HK$1,385,280,000) and the carrying amount of
the Group's interest was HK$1,370,383,000 (2013: HK$1,561,681,000).
The fair value is based on the current price in an active market.

There are no contingent liabilities relating to the Group's interest in the
associated company.

RZZ—NEAA+NEB  XEEUER7.5
7T 2 (B4 H % 80,000,0000% B & BRI R D
2 P15 SR IBF R 4 45593,351,00078 7T ©
HEZROMEERBERINR_Z—NOFNA
TN\ BBEITRABEELT.27% - BREHES
BREKE - AEEEE BRRZ#5H40.35%
JBE33.08% © FA - HEWE304,033,000%
TERGARGERER - RIEBLTAGE
%2 (#1#81,815,0008 7T °

RZZT—NMF+_A=+—8 AEEREF
BERH(EEBHARSMARAR L) 2
%A F1E 52,912,000,0008 T (= — =

4 1 1,385,280,0004 7T ) + AN E # & R
H & 51,370,383,0008 L (=T — = & :
1,561,681,000/7T)  AF(ETIIRER ISR
B EEESAT -

BEABEARENHEAR ZEEZHAE

& -
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INVESTMENTS ACCOUNTED FOR USING THE
EQUITY METHOD (continued)

(@)

Investment in an associated company (continued)
Note (ii):

During the year ended 31 December 2014, certain directors and employees
of PAX Global exercised their share options granted pursuant to a share
option scheme set up on 1 December 2010. A loss on dilution of interest
in an associated company of HK$52,818,000 was recognised in the
consolidated income statement (2013: HK$6,883,000), including release of
reserve credited to the consolidated income statement of HK$976,000 (2013:
HK$151,000), during the year.

Note (iii):

As at 31 December 2014, the Group’s interest in PAX Global was 33.07%
(2013: 42.51%).

Extracted financial information for an associated company
Set out below are the summarised consolidated financial
information of PAX Global which is accounted for using
the equity method.

20

ANNUAL REPORT 2014

LIRS EARZIRE ()

(@)

R—BBEQ R ZREE)
Azt i) <

BE TN+ -A=Z+—HLEFE '8
ERFETESFREETERER-_F—F
FTZA-—BRUNBRETSREZBR
o FR R—MEERRZREEEEE
52,818,000/ 7C(=Z— =% : 6,883,000/ 7T)
PRARERPHER - RIERLAGE W&
# 2 #1%976,0008 7T (ZZF— =4 : 151,000
BIT) °

Bzt i) -

R-ZZE—NME+=-A=+—0  A&EEREE
RER 2 RS B33.07%( Z B —=4F 142.51%) °

—HBER T EERIRE
TXEFIA S EARZ AERK
HAEMBEMBE -

As at 31 December

R+=ZA=+—H
2014 2013
—E—NF —E—=F
HK$’000 HK$’000
FET FET
Current TE
Cash and cash equivalents BeMIEBEEEEW 1,918,729 1,698,407
Other current assets HiReEE
(excluding cash) (TBHERT) 1,403,935 1,126,017
Total current assets MEVBEMRE 3,322,664 2,824,424
Financial liabilities ERBEE
(excluding trade payables) (NBREEMNERR) (71,903) (41,475)
Other current liabilities HEtmsasE
(including trade payables) (BIEENERR) (714,230) (704,211)
Total current liabilities MBI B(EERE (786,133) (745,686)
Non-current FERE
Assets BE 11,649 8,384
Net assets BEFE 2,548,180 2,087,122
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INVESTMENTS ACCOUNTED FOR USING THE
EQUITY METHOD (continued)

(@)

(b)

Investment in an associated company (continued)
Extracted financial information for an associated company
(continued)

B WA 5 e B

20 LDIERZEARZERE(E)

(@)

R—BBREQAT2HREE)
— B L A B E R E ()

Year ended 31 December

BZE+-—A=+—HLEE

2014 2013

—2-mEF —E-=F

HK$’000 HK$'000

THET THETT

Revenue WA 2,373,272 1,472,488
Profit for the year FERA 391,806 226,540
Other comprehensive (loss)/income Hih 2w (&), MW (33,464) 27,698
Total comprehensive income ZHE W EAE 358,342 254,238

Investment in a joint venture

Beijing Ronglian Yitong Information Technology Co. Ltd.
(“Ronglian”) was a then wholly-owned subsidiary of the
Company. Cloopen Group Holding Limited (“Cloopen”)
and two subsidiaries, namely Cloopen Limited and Anxun
Guantong (Beijing) Technology Co., Ltd. (“Anxun”)
(together as “Cloopen Group”) were formed during the
financial year ended 31 December 2014.

On 25 July 2014, Main Access Limited (“Main Access”),
a wholly-owned subsidiary of the Company, entered into
a subscription agreement (the “Subscription Agreement”)
with Sequoia Capital CV IV Holdco, Ltd. (“Sequoia”),
Cloopen Group, Ronglian together with Cloopen Co., Ltd.
and Slivo Co., Ltd.

According to the Subscription Agreement, Main Access
conditionally agreed to subscribe for 45,800,000 Class B
Ordinary Shares of Cloopen (“Class B Ordinary Shares”).
The consideration for the Class B Ordinary Shares
issued to Main Access was US$1,382,046 (equivalent
to HK$10,780,000). Sequoia conditionally agreed to
subscribe for 8,457,962 Class B Ordinary Shares and
18,642,038 Series A Preferred Shares of Cloopen (“Series
A Preferred Shares”). The consideration for the Class B
Ordinary Shares and the Series A Preferred Shares issued to
Sequoia were US$1,250,000 (equivalent to HK$9,750,000)
and US$2,750,000 (equivalent to HK$21,450,000),
respectively.

(b)

R-BEEELEZRE

IR A S RELRMER QA
(IR ) BRARRER 2 2EM
&2 7] » Cloopen Group Holding
Limited([Cloopen ) & FEHI @A
AIEEA(EE)ARARRZARE
BAEROBRBERAF ([ZR]) (5
Ml CloopenfkE ) REBE-_Z—I
FHZA=+—RAILFHFENKT