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FORWARD-LOOKING STATEMENTS

This Annual Report on Form 20-F contains forwardking statements. A forwardoking statement is a projection about a futurengwor result, ar
whether the statement comes true is subject to maky and uncertainties. These statements oftarbeaidentified by the use of terms such as “méwifl,”
“expect,” “believe,” “anticipate,” “estimate,” “appximate” or “continue,’or the negative thereof. The actual results owiiets of the Company will likely diffe
from projected results or activities of the Compasydescribed in this Annual Report, and such diffees could be material.

Forwardiooking statements involve known and unknown riskscertainties and other factors that may causeatigal results and performance of
Company to be different from any future resultsfgrenance and achievements expressed or implietidse statements. In other words, our performarigbtre
quite different from what the forward-looking statents imply. You should review carefully all infostion included in this Annual Report.

You should rely only on the forwatldeoking statements that reflect management's viewfahe date of this Annual Report. We undertakelpligation tc
publicly revise or update these forwdeabking statements to reflect subsequent eventgaimstances. You should also carefully reviewrtble factors described
other documents we file from time to time with Becurities and Exchange Commission (the “SETHe Private Securities Reform Act of 1995 containsafi
harbor for forward-looking statements on which @empany relies in making such disclosures. In cotime with the “safe harbor,ive are hereby identifyir
important factors that could cause actual resaltdiffer materially from those contained in anywWard4{ooking statements made by us or on our behalftdfatha
might cause such a difference include, but ardimited to, those discussed in the section entitRidk Factors” under Item 3. - Key Information.

FINANCIAL STATEMENTS AND CURRENCY PRESENTATION

We prepare our consolidated financial statementcaordance with accounting principles generallyeated in the United States of America and pu
our financial statements in United States Dollars.

REFERENCES

In this Annual Report, “Chinafefers to all parts of the People's Republic ofn@hither than the Special Administrative Regiofofhg Kong. The tern
“Bonso,” “we,” “our,” “us,” “The Group” and the “Cmpany”refer to Bonso Electronics International Inc. amtiere the context so requires or suggests, ouct
and indirect subsidiaries. References to “dolldtd,S. Dollars” or “US$” are to United States DaBa“HK$” are to Hong Kong Dollars, “Euros” or “enirare to th
European Monetary Union's Currency, and “RMB” ar€hinese Renminbi.




PART |
Item 1. Identity of Directors, Senior Management ad Advisors
Not Applicable to Bonso.
Item 2. Offer Statistics and Expected Timetable
Not Applicable to Bonso.
Item 3. Key Information
A. Selected Financial Data.

The selected consolidated financial data as of M&fk 2012 and 2013 and for each of the threelfisears ended March 31, 2013 are derived fron
Audited Consolidated Financial Statements and netesh appear elsewhere in this Annual Report.

The Financial Statements are prepared in accordaiticegenerally accepted accounting principleshia tnited States of America and expressed in U
States Dollars. The selected consolidated finamizitd set forth below as of March 31, 2009, 2012011, and for each of the two fiscal years ingagod ende
March 31, 2010, have been derived from our auditetsolidated financial statements that are notigdedd in this Annual Report. The selected constaiiéinancia
data is qualified in their entirety by reference aad should be read in conjunction with, the Cbdated Financial Statements and related notesidied in the
pages of this Annual Report and Item 5. — “Opegatind Financial Review and Prospects” includedhim Annual Report.

[REMAINDER OF THIS PAGE LEFT BLANK INTENTIONALLY]



SELECTED CONSOLIDATED FINANCIAL DATA




Statement of Operations Data
(in 000's US$ except for shares and per share data)

Year Ended March 3:

2009M2)3) 2010M@) 2011M@ 20120 2013M@)
$ $ $ $ $

Net sales 40,37¢ 28,54 28,38 26,68 30,38¢
Cost of sales (34,70 (23,699 (24,760) (22,787 (25,267)
Gross margin 5,671 4,85( 3,621 3,90( 5,12¢
Selling expenses (64) (375) (24€) (267) (268)
Salaries and related costs (3,777) (2,53¢) (2,716) (2,526 (2,629
Research and development expenses (792) (580) (334 (312) (396)
Administration and general expenses (4,602 (2,019 (1,959 (2,492) (2,402)
Gain from liquidation of subsidiary — — — 1,44¢ —
Loss from operations (4,149 (655) (1,63)) (249 (570
Interest incom 127 10z 6 7 7
Interest expenses (209) (69 (56) (87) (69
Foreign exchange lo: (279 (522) (130) (703 (262)
Gain on disposal of property 162 — 15% — —
Gain on disposal of intangible ass — — 41 — —
Other income 707 62C 184 132 167
Loss before income taxes and minority inte (3,640 (529) (1,43) (900) (725)
Income tax (expense) benefit (20¢) (9) — 2 (29
Loss from continuing operations (3,849 (532) (1,43) (902) (754
Loss from discontinued operations (3,73 (126) (129 — —
Net loss (7,589 (65€) (1,560 (902) (754
Loss per share

- Continuing operations ($0.73) ($0.10) ($0.27) ($0.17) ($0.14)

- Discontinued operations ($0.72) ($0.03) ($0.02) ($0.00) ($0.00)

- Total ($1.45) ($0.13) ($0.29) ($0.17) ($0.14)
Weighted average shares 5,246,90. 5,246,90. 5,246,90. 5,246,90. 5,246,90.
Diluted weighted average shares 5,246,90: 5,246,90: 5,246,90: 5,246,90: 5,246,90:

(1) The diluted net loss per share was the santfeedsasic net loss per share as all potential ardishares, including the stock options, are difitive anc
therefore excluded from the computation of dilutetlloss per share.

(2) The statement of operations presents continaimdiscontinued operations in conjunction with @onsolidated Financial Statements.

(3) The statement of operations for fiscal yeareghllarch 31, 2009 was restated in conjunction thiéhConsolidated Financial Statements.




Balance Sheet Data
(in 000's US$ except for shares and per share data)

March 31,
2009M 20100 2011® 20120 201%(1)

$ $ $ $ $
Cash and cash equivalents 8,04« 8,08¢ 5,407 3,014 2,154
Working capital of continuing operations 11,24« 10,53¢ 7,93t 2,91« 29z
Total assets of continuing operations 25,62( 23,48¢ 21,800 23,16¢ 27,120
Total assets of discontinued operations 3,81¢ 20C 5 — —
Total assets 29,43¢ 23,68¢ 21,81: 23,16¢ 27,12¢
Current liabilities of continuing operatio 6,992 6,78¢ 6,28 9,29¢ 13,94:
Long-term debts and capital leases 52 — — — =
Deferred income tax asse — — — — —
Total liabilities of continuing operations 9,654 9,40: 8,89¢ 11,89( 16,53
Total liabilities of discontinued operatio 5,781 1,09¢ 1,08¢ — —
Common stock 17 17 17 17 17
Shareholder equity 13,99¢ 13,18¢ 11,827 11,27¢ 10,58¢

Dividends declared per she — — — — —

(1) The selected financial data for balance shametsents continuing and discontinued operatiomsmmunction with the Consolidated Financial Statetee
Risk Factors

You should carefully consider the following riskegether with all other information included inghAnnual Report. The realization of any of the g
described below could have a material adversetasfeour business, results of operations and fuitmepects.

Political, Legal, Economic and Other Uncertaintiesf Operations in China and Hong Kong

We Could Face Increased Currency Risks If ChinasDdet Maintain The Stability Of The Hong Kong Dolte the Chinese Renminbihe Hong Kon
Dollar and the United States Dollar have been fiaedpproximately 7.80 Hong Kong Dollars to 1.0GUDollar since 1983. The market exchange ratenbi
deviated materially from the level of HK$7.80 to $1S00 since the peg was first established. Howénevlay 2005, the Hong Kong Monetary Authority bdeae:
the trading band from the original rate of HK$7@8 U.S. dollar to a rate range of HK$7.75 to H&/per U.S. dollar. The Hong Kong government hatestit:
intention to maintain the link at that rate. Fro894 until July 2005, the Chinese Renminbi had reetistable against the U.S. Dollar at approxima&e?g to 1.0
U.S. Dollar. On July 21, 2005, the Chinese curremgime was altered to link the RMB to a “basketwifrencies,” which includethe U.S. Dollar, Euro, Japan:
Yen and Korean Won. Under the rules, the RMB isvedid to move 0.3% on a daily basis against the Ddiar. The People's Bank of China, on May 21 2
widened the RMB trading band from 0.3% daily movatragainst the U.S. Dollar to 0.5%ollowing the removal of the U.S. Dollar peg, theIR appreciated mo
than 20% against the U.S. Dollar over the followihgee years. Since July 2008, however, the RMBttzaed within a narrow range against the U.S. dDols ¢
consequence, the RMB has fluctuated significantiges July 2008 against other freely traded curescin tandem with the U.S. Dollar. On June 20,02Qte
People’s Bank of China (“PBOC”) announced thatgbgernment of the People’s Republic of China (“PR@duld further reform the RMB exchange rate re¢
and increase the flexibility of the exchange rétés difficult to predict how this new policy magnpact the RMB exchange rate. As of July 15, 28, RMB wa
valued at 6.17 per U.S. Dollakny significant revaluation of the RMB may matelyadnd adversely affect our cash flows, revenuamiags and financial positi
and the value of our common shares and any div&lpaglable to our common shareholders in U.S. Bollaraddition, the Chinese government continues ¢eive
significant international pressure to further ldléze its currency policy and as a result may ®rithange its currency policyhe Chinese government in the past
expressed its intention in the Basic Law of the RBR@aintain the stability of the Hong Kong currgradter the sovereignty of Hong Kong was transfiie Chin:
in July 1997. However, there can be no assuraratetiieHong Kong Dollar will remain pegged against the \D8llar or that the Chinese Renminbi will not
allowed to fluctuate more than 0.5% on a daily $alithe current exchange rate mechanism is clthrnge shall face increased currency risks, whiakiiccbave
material adverse effect upon the Company.




We Face Significant Risks If The Chinese Governf@banges Its Policies, Laws, Regulations, Or TaMcBire Or Its Current Interpretations Of Its La
Rules And Regulations Relating To Our Operation€hima.Our manufacturing facility and the new manufactgriacility we are developing in Xinxing are loca
in China. As a result, our operations and assetssabject to significant political, economic, legald other uncertainties. Changes in policies ey Ghines
government resulting in changes in laws or regutetior the interpretation of laws or regulationsnfiscatory taxation, changes in employment resris
restrictions on imports and sources of supply, irhgdaties, corruption, currency revaluation or éxgropriation of private enterprise could mateyiahd adverse
affect us. Over the past several years, the Chigesernment has pursued economic reform policresuding the encouragement of private economiosigtanc
greater economic decentralization. If the Chineseegnment does not continue to pursue its preselitigs that encourage foreign investment and djpes ir
China, or if these policies are either not sucesssf are significantly altered, then our businepsrations in China could be adversely affected.catdd even k
subject to the risk of nationalization, which coutgult in the total loss of investment in thatmoy. Following the Chinese governmengpolicy of privatizing mar
stateewned enterprises, the Chinese government hastidno augment its revenues through increaseddiection. Continued efforts to increase tax rexa
could result in increased taxation expenses beiagried by us. Economic development may be limétedvell by the imposition of austerity measuresrided t
reduce inflation, the inadequate development ofabtfucture and the potential unavailability of qukge power and water supplies, transportation
communications. If for any reason we were requiechove our manufacturing operations outside ofn@hour profitability would be substantially impedl, ou
competitiveness and market position would be maltgieopardized and we might have to discontinueaperations.

Continuing Economic Weakness May Adversely Affect Earnings, Liquidity And Financial Positiomhe Companys business has been challen
recently as a consequence of adverse worldwideoegionconditions. In particular, there has been msien of global consumer confidence from concewve
declining asset values, price instability, geopeait issues, the availability and cost of credising unemployment and the stability and solvenéyfimancial
institutions, financial markets, businesses ancesgign nations. These concerns slowed global eciengmwth and resulted in recessions in many cées
including in the U.S., Europe and certain countite#sia. The global economic weakness has nedgptivgacted our operating results since 2008. Qiyettee
economic outlook is uncertain as a result of camcabout the general global economy, the decrgaseaf growth in China and the European Union.eRsionar
conditions may return. If negative economic comdisi return, a number of material adverse effectewnbusiness could occur and could have a negatipac
upon our results of operations. Further, slowerragrowth of the Chinese economy may have a ristadverse effect upon the Company and its resi
operations.




The Economy Of China Has Been Experiencing SigmifiGrowth, Leading To Some Inflation and Increakalor CostsThe economy in China has gro
significantly over the past 20 years, which hasilted in inflation and an increase in the averaagt of labor, especially in the coastal cities.r@fs consumer pric
index, the broadest measure of inflation, rose 2r7%une 2013 from the level in June 2012. Clir@/erall economy and the average wage in the RRExgecte
to continue to grow. Continuing inflation and mé&eéincreases in the cost of labor in China couldidish our competitive advantage. If the governtteies tc
control inflation, it may have an adverse effectlom business climate and growth of private eniggpn the PRC. An economic slowdown may reducerevenue:
If inflation is allowed to proceed unchecked, oasts would likely increase, and there can be norasse that we would be able to increase our ptizes exter
that would offset the increase in our expenses.

Changes To PRC Tax Laws And Heightened EffortstByaG Tax Authorities To Increase Revenues ArecBbgal To Subject Us To Greater Taxébide
PRC law before 2008, we were afforded a nhumbeaxfcbncessions by, and tax refunds from, Chkinak authorities on a substantial portion of operations i
China by reinvesting all or part of the profitsriiitable to our PRC manufacturing operations. Heweon March 16, 2007, the Chinese governmenttedza
unified enterprise income tax law, or “EIT,” whidlecame effective on January 1, 2008. Prior to the &s a foreign invested enterprise, or “Fligtated it
Shenzhen of the PRC, our PRC subsidiaries enjoyedtianal income tax rate of 15% and were exemfreah the 3% local income tax. The preferential
treatment to our subsidiaries in the PRC of quildyfor tax refunds as a result of reinvesting thedfits earned in previous years in the PRC atgpired ol
January 1, 2008. Under the EIT, apart from thosaified as hightech enterprises, most domestic enterprises and WIEbe subject to a single PRC enterg
income tax rate of 25%. We base our tax positioonupe anticipated nature and conduct of our bssim@d upon our understanding of the tax lawsef/griou:
administrative regions and countries in which weehassets or conduct activities. However, our @sitipn is subject to review and possible challehgeaxing
authorities and to possible changes in law, whiely lmve retroactive effect. We cannot determinadvance the extent to which some jurisdictions neayire u
to pay taxes or make payments in lieu of taxes.

We Face Risks By Operating In China, Because Thee€h Legal System Relating To Foreign InvestmadtForeign Operations Such As Borsde
Evolving And The Application Of Chinese Laws Is &jtain. The legal system of China relating to foreign ire@nts is continually evolving, and there can b
certainty as to the application of its laws andufations in particular instances. The Chinese legatem is a civil law system based on writtenusést Unlike
common law systems, it is a system in which decitbgghl cases have little precedential value. In91%he Chinese government began to promulg.
comprehensive system of laws and regulations govg@reconomic matters in general. Legislation ober past 30 years has significantly enhanced thiegtron:
afforded to various forms of foreign investmenthina. Enforcement of existing laws or agreemerdayg be sporadic and implementation and interpretaifdaws
inconsistent. The Chinese judiciary is relativelgiperienced in enforcing the laws that exist, itegutb a higher than usual degree of uncertainty édse outcome «
any litigation. Even where adequate law exists @, it may not be possible to obtain swift anditple enforcement of that law. Further, varioigpdtes may
subject to the exercise of considerable discrdtipagencies of the Chinese government, and fomedaators unrelated to the legal merits of a paldir matter ¢
dispute may influence their determination. Contthwecertainty relating to the laws in China and apglication of the laws could have a material aslwesffec
upon us and our operations in China.




We Could Be Adversely Affected If China ChangeBdomic Policies In The Shenzhen Special Econdorie Where We Operatén August 1980, tk
Chinese government passed “Regulations for Thei&pgconomy Zone of Guangdong Provin@aid officially designated a portion of ShenzheiTlas Shenzhe
Special Economy Zone. Foreign enterprises in thesas benefit from greater economic autonomy aadiaiptax incentives than enterprises in otherspafriChina
Changes in the policies or laws governing The ShemSpecial Economy Zone could have a materialradweffect on us. Moreover, economic reforms agvth
in China have been more successful in certain poma than others, and the continuation or increftieese disparities could affect the politicakocial stability o
China, which could have a material adverse effaai®and our operations near Shenzhen.

Controversies Affecting China’s Trade With The BdiStates Could Harm Our Results Of Operations €prBss Our Stock Pric&hile China has be:
granted permanent most favored nation trade statilee United States through its entry into the Wdirade Organization, controversies between thigedrState
and China may arise that threaten the status quadving trade between the United States and Chihase controversies could materially and adverafigct ou
business by, among other things, causing our ptedache United States to become more expenségeilting in a reduction in the demand for our prisiiby
customers in the United States, which would hareterial adverse effect upon us and our resultpefations. Further, political or trade frictionween the Unite
States and China, whether or not actually affeatimgbusiness, could also materially and adverséct the prevailing market price of our commoargts.

If Our Factories Were Destroyed Or Significantlyrbaged As A Result of Fire, Flood Or Some Other ftdalisaster, We Would Be Adversely Affected
All of our products are manufactured at our mantufidicg facilities located in Shenzhen, China, andx¥g, Guangdong, China. Fifeghting and disaster relief
assistance in China may not be as developed asestéh countries. We currently maintain propertynage insurance aggregating approximately $33 m
covering our stock in trade, goods and merchandigejture and equipment and buildings. We do netimain business interruption insurance. Investoe
cautioned that material damage to, or the lossuf factories due to fire, severe weather, floodther act of God or cause, even if insured, chalde a materi
adverse effect on our financial condition, resaftsperations, business and prospects.
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Our Results Could Be Harmed If We Have To Comptit Wew Environmental Regulatior@ur operations create some environmentally seesitaste th:
may increase in the future depending on the naifi®r manufacturing operations. The general issfuthe disposal of hazardous waste has receivaéasin
attention from Chin& national and local governments and foreign gawents and agencies and has been subject to ingesgulation. Our business
operating results could be materially and adverséfigcted if we were to increase expenditures toglg with any new environmental regulations affegtioul
operations.

Enforcement Of The Labor Contract Law, Minimum Waggeases And Future Changes In The Labor Law€hima May Result In The Contint
Increase In Labor Cost<On June 29, 2007, the Standing Committee of théohlt Peoples Congress of China enacted the Labor Contract kavch becam
effective on January 1, 2008. The Labor Contraet irtroduces specific provisions related to fixedat employment contracts, pdirie employment, probatic
consultation with labor union and employee assessbEmployment without a written contract, dismliss@mployees, severance and collective bargajnirgcl
together represent enhanced enforcement of latsrdad regulations. According to the Labor Conttat, an employer is obliged to sign an unlimitedn labo
contract with any employee who has worked for tin@leyer for 10 consecutive years. Further, if apleyee requests or agrees to renew a fbeedh labor contra
that has already been entered into twice conseytithe resulting contract must have an unlimiten, with certain exceptions. The employer musb ala)
severance to an employee in nearly all instancesrevh labor contract, including a contract withuelimited term, is terminated or expires. In aduifi the
government has continued to introduce various redyerirelated regulations after the Labor Contract Lawnohg other things, new annual leave requiren
mandate that annual leave ranging from 5 to 15 tagsailable to nearly all employees and furtlegyuire that the employer compensate an employeanfoannus
leave days the employee is unable to take in theuamof three times his daily salary, subject totaie exceptions. In addition, as the interpretatanc
implementation of these new regulations are stifiving, we cannot assure you that our employmesttices do not, or will not, violate the Labor @act Law an
other laborrelated regulations. Between the fiscal years eimaeth 31, 2009 and 2013, we experienced an ineneahe cost of labor caused by the increasee
minimum hourly rate. In accordance with the newimimm wage set by the local authorities, we incrdatbe minimum wage for labor from RMB 1,100
approximately $162) per month to RMB 1,320 (or agpnately $206) per month beginning April 1, 20The minimum wage was increased to RMB 1,501
approximately $238) per month beginning Februard0iL2. The minimum wage was increased to RMB 1(60@pproximately $254) per month beginning Marg
2013. We believe that increased labor costs in&tiil have a significant effect on our total pratian costs and results of operations and that ileat be able t
continue to increase our production at our manufagy facilities without substantially increasingrononproduction salaries and related costs. This inerée
minimum wage will increase our labor costs by 6. @oapproximately $267,000, annually. If we arejsobto severe penalties or incur significant liigibs in
connection with the enforcement of the Labor Cantttaaw, disputes or investigations, our business results of operations may be adversely affediéel starte
hiring workers to work in our Xinxing factory dugrthe fiscal year ended March 31, 2013. The minimeage at Xinxing was RMB 1,010 (or approximately®)
beginning May 1, 2013. Any future changes in thmtdaws in the PRC could result in our having &y [increased labor costs. There can be no assuifzaicthe
labor laws will not change, which may have a matexdlverse effect upon our business and our resiutigerations.
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If We Were To Lose Our Existing Banking Facilit@®sThose Facilities Were Substantially Decreased_€ss Favorable Terms Were Imposed Upor
The Company Could Be Materially And Adversely AdfbaVe maintain a banking facility with Hang Seng Barkited, which is subject to renewal on an an
basis.We use this banking facility to fund our workingpd@al requirements. In recent months, the creditkeiz in Hong Kong and throughout the world t
tightened and experienced extraordinary volatdityl uncertainty. We have had discussions with aéeéour banks and believe that the availabilityor banking
facility will continue on terms that are acceptatileus. However, as a result of changes in thetaapi other legal requirements applicableHang Seng Bar
Limited or if our financial position and operations weredeteriorate further, our costs of borrowing couldrease or the terms of our banking facility cobk
changed so as to impact our liquidity. If we arahle to obtain needed capital on terms acceptahls,tour business, financial condition, resultepérations ar
cash flows could be materially adversely affected.

Risk Factors Relating to Our Business

We Depend Upon Our Largest Customers For A Sigmifi®ortion Of Our Sales Revenue, And We Cann@dtain That Sales To These Customers
Continue. If Sales To These Customers Do Not Qaetifthen Our Sales Will Decline And Our Busineds B Negatively ImpactedVe have relied upon thr
customers for a significant portion of our salesriBg the fiscal years ended March 31, 2011, 201® 2013, these three customers accounted for appately
74%, 81% and 83% of sales, respectively. Durindidual year ended March 31, 2013, 52% of our sake® to a single customer (66% during the fisealryende
March 31, 2012). We do not enter into loiegm contracts with our customers but manufactaset upon purchase orders and therefore cannetrtaéncthat sale
to these customers will continue. The loss of a@myup largest customers would likely have a matewgative impact on our sales revenue and ounbssi

Defects In Our Products Could Impair Our Ability Bell Our Products Or Could Result In Litigation dA®ther Significant CostDetection of an
significant defects in our products may resultamong other things, delay in time+#uarket, loss of market acceptance and sales opmmducts, diversion
development resources, injury to our reputatiomoreased warranty costs. Because our productsoanplex, they may contain defects that cannot ectked prio
to shipment. These defects could harm our reputatibich could result in significant costs to usl@ould impair our ability to sell our products.€rbosts we mz
incur in correcting any product defects may be gl and could decrease our profit margins.

Since certain of our products are used in appboatihat are integral to our customdigsinesses, errors, defects or other performarotggons could rest
in financial or other damages to our customerschvhiould likely result in adverse effects upon business with these customers. If we were invoivedny
product liability litigation, even if it were unsoessful, it would be timeensuming and costly to defend. Further, our prodability insurance may not be adeqt
to cover claims.
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Our Sales Through Retail Merchants Result In SeaignSusceptibility To A Downturn In The RetaddBomy And Sales Variances Resulting From F
Promotional ProgramsMany of our other customers sell to retail merchaAtcordingly, these portions of our customer sesusceptible to a further downtur
the retail economy. A greater number of our salescales products occur between the months of dnty October in preparation of the Christmas hol
Throughout the remainder of the year, our proddotsiot appear to be subject to significant seasaaridtion. However, past sales patterns may nahdieative o
future performance.

Our Customers Are Dependent On Shipping CompandesDElivery Of Our Products, And Interruptions Thifging Could Materially And Adverst
Affect Our Business And Operating ResiTypically, we sell our products either F.O.B. Hdfgng or Yantian (Shenzhen), and our customersemsgonsible for tr
transportation of products from Hong Kong or Yant{&henzhen) to their final destinations. Our custis rely on a variety of carriers for product sportatiol
through various world ports. A work stoppage, rik shutdown of one or more major ports or aigpeduld result in shipping delays materially andgeagely
affecting our customers, which in turn could haveaterial adverse effect on our business and apgregsults. Similarly, an increase in freight funges due
rising fuel costs or general price increases codderially and adversely affect our business aredaijng results.

Customer Order Estimates May Not Be Indicative €fiAl Future SalesSome of our customers have provided us with fotsaafstheir requirements f
our products over a period of time. We make manpagament decisions based on these customer edjnratieiding purchasing materials, hiring persorar&
other matters that may increase our production a@gpand costs. If a customer reduces its ordesm fprior estimates after we have increased ouryutomt
capabilities and costs, this reduction may decreaseet sales and we may not be able to reduceasis to account for this reduction in customeless. Man
customers do not provide us with forecasts of theguirements for our products. If those custonmdaise significant orders, we may not be able toeiase ot
production quickly enough to fulfill the customewsders. The inability to fulfill customer ordersutd damage our relationships with customers andaeaur ne
sales.

Pressure By Our Customers To Reduce Prices AndeAlgrd_ong-Term Supply Arrangements May Cause OuBales Or Profit Margins To Declin@ur
customers are under pressure to reduce pricegiofifoducts. Therefore, we expect to experienceedsing pressure from our customers to reducprtbes of ou
products. Continuing pressure to reduce the priceuo products could have a material adverse eficin our business and operating results. Our st
frequently negotiate supply arrangements with ul iweadvance of placing orders for delivery withényear, thereby requiring us to commit to pricguiaion:
before we can determine if we can achieve the asduwst reductions. We believe we must reduce @mufacturing costs and obtain higher volume ortectfse
declining average sales prices. Further, if weusr@ble to offset declining average sales pricesgooss profit margins will decline, which wouldvgaa materi
adverse effect upon our results of operations.
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We Depend Upon Our Key Personnel, And The Lossn@K&y Personnel, Or Our Failure To Attract And &etKey Personnel, Could Adversely Af
Our Future Performance, Including Product Developtmé&trategic Plans, Marketing And Other ObjectivBse loss or failure to attract and retain key pens
could significantly impede our performance, inchgliproduct development, strategic plans, markeding other objectives. Our success depends to dastib:
extent not only on the ability and experience af senior management, but particularly upon Anth8oy our Chairman of the Board. We do not have ke fife
insurance on Mr. So. To the extent that the sesvaéeMr. So would be unavailable to us, we woulddmguired to obtain another person to perform titéed Mr. S
otherwise would perform. We may be unable to emplogther qualified person with the appropriate gaoknd and expertise to replace Mr. So on terntalslei tc
us.

Certain Subsidiaries Of The Company Receivedy@ing Enquiries From The Local Tax Authorities DwgyiThe Year. If The Subsidiaries Were Fir
Held Liable For Such Additional Taxation, Our Colidated Net Income And The Value Of Your Investr@entd Be Substantially ReducdDuring the fiscal yea
ended March 31, 2011, 2012 and 2013, certain okobsidiaries were, and continue to be, subjeentpuiries from the local tax authorities. Upon #du®ption o
ASC 740 (formerly FIN 48), “Accounting for Uncentdy in Income Taxes — An Interpretation of FASBt8taent No. 109,0r FIN 48, the Company recorde
provision of approximately $2,164,000 in relatianuncertain tax positions as of April 1, 2007. Tdesessment is subject to final determination byldbal ta»
authorities and may be different from what we hea@orded as a provision. As such, there can besswrance that the inquiry will not result in thepsition o
additional income tax expense on the Group, whalicchave a material adverse effect upon the Gemupits results of operations. According to theunegmen
from the local tax authorities, the Company hascpased tax reserve certificates for approximatdly’ #0,000 for the fiscal years in review, for thetemtia
payment to the tax authority.

Contractual Arrangements We Have Entered Into Amdagdnd Our Subsidiaries May Be Subject To ScruBinyThe Respective Tax Authorities, Ar
Finding That Bonso And Its Subsidiaries Owe AddéloTaxes Could Substantially Reduce Our Consaididet Income And The Value Of Your InvestnWe
could face material and adverse tax consequendhe ifespective tax authorities determine thatcthéractual arrangements among our subsidiariesBando d
not represent an arm’s length price and adjust 8ensr any of its subsidiariesincome in the form of a transfer pricing adjustmeéddnso did not consider
necessary to make tax provision in this respectvéder, there can be no assurance that the assegsenfemmed by the local tax authorities will resal the sam
position. A transfer pricing adjustment could, amarther things, result in a reduction, for tax msgs, of expense deductions recorded by Bonsoyopfaits
subsidiaries, which could in turn increase itsltakilities. In addition, the tax authorities maypose late payment fees and other penalties oaffilisted entitie:
for underpaid taxes. Our consolidated net incomg beamaterially and adversely affected if our &ffeéd entitiestax liabilities increase or if they are found tc
subject to late payment fees or other penalties.
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Increased Prices For Raw Materials May Have A Niegalmpact Upon UsThe price level of raw materials remained stablthinfiscal year ended Mai
31, 2013, compared to that in the fiscal year erMacth 31, 2012. However, we experienced increassts of component parts due to the increase ipribe of oi
used in the production of components such as plessin, steel and other raw materials during figear ended March 31, 2012. If oil prices continoiéncrease i
the future, it will likely result in an increase the costs of components to us, as well as anasere our operating expenses, which may have eriaaadvers
effect upon our business and results of operations.

We May Face An Increased Shortage Of Factory Werlkairring the fiscal years ended March 31, 2011, 284@ 2013, we reduced our full workforce
Shenzhen, PRC as we prepare to transit our opesatica new factory in Xinxing. See “Employeéglow. There can be no assurance that we will xpegence a
increased need for workers in China in the futuréhat we can adequately staff our factories, idicig our new factory in Xinxing. The inability talaquately sta
our factories could have a material adverse impagtroduction, which could lead to delays in shipteeor missed sales. In the event that we haveektlar los
sales, we may need to deliver goods by air at ostrto ensure that our products arrive on timegctviiould likely result in an increase in air freiglosts and vend
fines and could result in missed sales, any of whimuld have a material adverse effect upon ounbss and our results from operations.

Recent Changes In The PRC'’s Labor Law Could Pem8lanso If It Needs To Make Additional WorkforcdlR&ons. In June 2007, the National People’
Congress of the PRC enacted new labor law legisiatalled the Labor Contract Law, which becamecéife on January 1, 2008. It formalizes workeights
concerning overtime hours, pensions, layoffs, egmplent contracts and the role of trade unions. Gemsd as one of the strictest labor laws in thddy@mony
other things, this new law requires an employesaiclude an “open-ended employment contradth any employee who either has worked for the leggy for 1(
years or more or has had two consecutive fixed-mntracts. An “open-ended employment contréih effect a lifetime, permanent contract, whistierminabl
only in specified circumstances, such as a materedch of the employex'rules and regulations, or for a serious derehctif duty. Under the new law, downsiz
by 20% or more of each individual entity may oconly under specified circumstances, such as auesting undertaken pursuant to Chm&nterprise Bankrupt
Law, or where a company suffers serious difficsltie production and/or business operations. Alswei lay off more than 20 employees at one time haee t(
communicate with the labor union of our Company eepbrt to the District Labor Bureau. During thecfil year ended March 31, 2013, we recognized te-baick
for severance payment of $98,000 in anticipationediicing our full workforce in Shenzhen, PRC astresit our operations to a new factory in Xinxiagd th:
accumulated provision was $743,000 as of Marct2813. (2012: $841,000). This accrued severance @alyallowance is reviewed every year. We may imeuct
higher costs under Chirmlabor laws if we are forced to downsize agaird accordingly, this new labor law may exacerbate dtlverse effect of the econo
environment on our financial results and financiadition.
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We Face Increasing Competition In Our Industry Ataly Not Be Able To Successfully Compete With Ouang@titors.Our business is in an industry the
becoming increasingly competitive, and many of campetitors, both local and international, havestartially greater technical, financial and margtiesource
than we have. As a result, we may be unable to eterguccessfully with these competitors. We compéte scale manufacturers in the Far East, theddnBtate:
and Europe. We believe that our principal compegito the scale are other original equipment mastufar (“‘OEM”) and original design manufacturer D®I")
manufacturers, and all companies engaged in thedbda ODM and OEM business. The scale market ishhigompetitive, and we face pressures on pricimd
lower margins, as evidenced by the decline in margiat we have experienced with our scale productwer margins may affect our ability to cover aasts
which could have a material negative impact onaparations and our business.

We Are Controlled By Our Management, Whose Interty Differ From Those Of The Other Sharehold&ssof June 30, 2013, Mr. Anthony So,
founder and Chairman, beneficially owns approxiryad€.9% of the issued shares of our common stbcle to his stock ownership, Mr. So may be in atmsic
elect the board of directors and, therefore, taroblour business and affairs, including certagngicant corporate actions such as acquisitiodms,sale or purcha
of assets and the issuance and sale of our sesuiifir. So may be able to prevent or cause a changentrol of the Company. We also may be preifitem
entering into transactions that could be benefitdalis without Mr. S@ consent. The interest of our largest sharehatuwyr differ from the interests of ott
shareholders.

Due To Inherent Limitations, There Can Be No AssceaThat Our System Of Disclosure And Internal @isitAnd Procedures Will Be Successft
Preventing All Errors Or Fraud Or In Informing Magament Of All Material Information In A Timely ManOur disclosure controls and internal controls
procedures may not prevent all errors and all frauctontrol system, no matter how welbnceived and operated, can provide only reasonablteabsolutt
assurance that the objectives of the control systmmmet. Further, the design of a control systefieats that there are resource constraints, amdémefits ¢
controls must be considered relative to their cd®sause of the inherent limitations in all cohgystems, no evaluation of controls can providsollie assuran
that all control issues and instances of fraudnif, within the company have been or will be det@cThese inherent limitations include the reditleat judgments
decisionmaking can be faulty and that breakdowns can osicoply because of error or mistake. Additionallgntols can be circumvented by the individual a¢
some persons, by collusion of two or more peoplbyocircumvention of the internal control procedur&he design of any system of controls also igtas par
upon certain assumptions about the likelihood adirki events, and there can be no assurance thadesign will succeed in achieving its stated gesider al
potential future conditions; over time, a contrayrbecome inadequate because of changes in corgliiothe degree of compliance with the policieprocedure
may deteriorate. Because of the inherent limitationa cost-effective control system, misstatemenesto error or fraud may occur and may not beatet.

Compliance Costs With The Securities Laws And Regns Pursuant To The Sarbanes-Oxley Act of 20D2IMerease Our Costs The Sarbane®xley
Act of 2002 that became law in July 2002 has regughanges in some of our corporate governancatites disclosure, accounting and compliance prest Ir
response to the requirements of that act, the Besuand Exchange Commission and NASDAQ have phgated new rules on a variety of subjects. Compk
with these rules, as well as with the Sarba@gkey Act of 2002, including, but not limited topmpliance with Section 404 that requires managenmeassess tl
effectiveness of its internal control over finaheiporting, has increased our legal, financial andounting costs, and we expect the cost of camgdi with thes
new rules to be permanent. Further, the new rubgsintrease the expenses associated with our airaetl officer liability insurance.
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Our Operating Results And Stock Price Are SubjeciVide FluctuationsOur quarterly and annual operating results arectteby a wide variety of factc
that could materially and adversely affect net safgoss profit and profitability. This could restlom any one or a combination of factors, manywbich are
beyond our control. Results of operations in anyogeshould not be considered indicative of restdtbe expected in any future period, and flucturegiin operatin
results may also result in fluctuations in the neairice of our common stock.

Our Results Could Be Affected By Changes In Cuyréhachange Rate€hanges in currency rates involving the Hong Koraldd or Chinese Renmin
could increase our expenses. During the fiscalsyeaded March 31, 2011, 2012 and 2013, our finhresalts were affected by currency fluctuatiomsuiting in
total foreign exchange loss of approximately $180,(703,000 and $261,000, respectively. Genemailly revenues are collected in United States Doll@ur cost
and expenses are paid in United States DollarsgHkang Dollars, and Chinese Renminbi. We face @tyaof risks associated with changes among thetive
value of these currencies. Appreciation of the €snRenminbi against the Hong Kong Dollar and théed States Dollar would increase our expenses
translated into United States Dollars and couldeniaty and adversely affect our margins and resoftoperations. If the trend of Chinese Renmirggraciatiol
continues against the Hong Kong Dollar and the é¢hBtates Dollar, our operating costs will furttrarease and our financial results will be adversdlected. i
addition, a significant devaluation in the ChinB&minbi or Hong Kong Dollar could have a mateaiderse effect upon our results of operations elfdetermine
to pass onto our customers through price incretimesffect of increases in the Chinese Renminbiired to the Hong Kong Dollar and the United Stddediar, it
would make our products more expensive in globaketa, such as the United States and the EuropaamUThis could result in the loss of customerspwnay
seek, and be able to obtain, products and sercmeparable to those we offer in lowegst regions of the world. If we did not increase prices to pass on t
effect of increases in the Chinese Renminbi redatiivthe Hong Kong Dollar and the United Stateddbpbur margins and profitability would suffer.

Protection And Infringement Of Intellectual PropetVe have no patents, licenses, franchises, conesssioroyalty agreements that are material tc
business. We have obtained a trademark registratiblong Kong for the marks BONSO and MODUS in cection with certain electronic apparatus. Unauttez
parties may attempt to copy aspects of our productsademarks or to obtain and use information ¥ regard as proprietary. Policing unauthorized af ou
products is difficult. Our means of protecting @uoprietary rights may not be adequate. In additibe laws of some foreign countries do not protertproprietar
rights to as great an extent as do the laws obttited States. Our failure to adequately protectppaprietary rights may allow third parties to logte our produc
or develop functionally equivalent or superior teclogy. In addition, our competitors may indepertiyexevelop similar technology or design around
proprietary intellectual property.
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Further, we may be notified that we are infringpegents, trademarks, copyrights or other intel&guoperty rights owned by other parties. In therg o
an infringement claim, we may be required to sparsignificant amount of money to develop a imfninging alternative or to obtain licenses. Weynrat be
successful in developing such an alternative aaiobitg a license on reasonable terms, if at ally Kigation, even without merit, could result intsstantial costs a
diversion of resources and could have a materiarae affect on our business and results of operati

Cancellations Or Delays In Orders Could Materialynd Adversely Affect Our Gross Margins And Opetatincome.Sales to our OEM customers
primarily based on purchase orders we receive fioma to time rather than firm, longrm purchase commitments. Although it is our gahpractice to purcha
raw materials only upon receiving a purchase orfdercertain customers we will occasionally purehaaw materials based on such customeitihg forecasts
Further, during times of potential component stgetawe have purchased, and may continue to purctagenaterials and component parts in the expeotat
receiving purchase orders for products that ussetlt®mmponents. In the event actual purchase oederslelayed, are not received or are cancelledwedd
experience increased inventory levels or possibieesdowns of raw material inventory that could enélly and adversely affect our business and dijpeyaesults.

We Generally Have No Written Agreements With Segplio Obtain Components, And Our Margins And OjregeResults Could Suffer From Increase
Component PricesiWe are typically responsible for purchasing comptsieised in manufacturing products for our custsm@ére generally do not have writ
agreements with our suppliers of components. [pially results in our bearing the risk of compohgrice increases because we may be unable tainerdio
required materials at a price level necessary teigge anticipated margins from the orders of astamers. Prices of components may increase ifuthee for ¢
variety of reasons. Accordingly, additional incresén component prices could materially and adWeeféect our gross margins and results of opernatio

Certain Legal Consequences of Foreign Incorporatiomnd Operations

Judgments Against The Company And Management MdyifBeult To Obtain Or EnforceWe are a holding corporation organized as an |atema
Business Company under the laws of the British iitglands (“BVI”), and our principal operating subsidiaries are omghunder the laws of Hong Kong and
laws of the PRC. Our principal executive offices &cated in Hong Kong and the PRC. Outside theaddn$tates, it may be difficult for investors tofaene
judgments obtained against us in actions brougtitériJnited States, including actions predicatenhupe civil liability provisions of United Statésderal securitie
laws. In addition, most of our officers and diresteeside outside the United States, and the askttsse persons are located outside the Unité$StAs a result,
may not be possible for investors to effect sendg€grocess within the United States upon theseqmer or to enforce against the Company or thessom:
judgments predicated upon the liability provisiamfsUnited States federal securities laws. Our H&ogg counsel and our British Virgin Islands counbkale
advised that there is substantial doubt as to tfereeability against us or any of our directorsofficers in original actions or in actions for enfement c
judgments of United States courts in claims fduility based on the civil liability provisions offited States federal securities l¢
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Because We Are Incorporated In The British Virgitahds, You May Not Have The Same Protections Aeelsdiders Of U.S. Corporation§Ve are
organized under the laws of the British Virgin t&la. Principles of law relating to matters affegtthe validity of corporate procedures, the fiduciduties of ou
management, directors and controlling shareholdedsthe rights of our shareholders differ from, amaly not be as protective of shareholders as, tthagevoulc
apply if we were incorporated in a jurisdiction it the United States. Our directors have the pdwéake certain actions without shareholder apglrdacluding
amending our Memorandum or Articles of Associatiwhich are the terms used in the British Virgiratsds for a corporatios’charter and bylaws, respectively,
approving certain fundamental corporate transastiotluding reorganizations, certain mergers arsotidations and the sale or transfer of assetadtition, ther
is doubt that the courts of the British Virgin Istts would enforce liabilities predicated upon Udiiftates federal securities laws.

Future Issuances Of Preference Shares Could Mdkerfnd Adversely Affect The Holders Of Our ComrBtiares Or Delay Or Prevent A Change
Control. Our Memorandum and Articles of Association provitle ability to issue an aggregate of 10,000,000eshef preferred stock in four classes. While
preferred shares are currently issued or outstgneie may issue preferred shares in the futureurBussuance of preferred shares could materialty slversel
affect the rights of the holders of our common sbadilute the common shareholders’ holdings caydet prevent a change of control.

Our Shareholders Do Not Have The Same Protectianmformation Generally Available To Shareholderg @S. Corporations Because The Repol
Requirements For Foreign Private Issuers Are Mdraited Than Those Applicable To Public Corporati@rganized In The United StatéWe are a foreign priva
issuer within the meaning of rules promulgated urtte Securities Exchange Act of 1934 (the “ExcleaAgt”). We are not subject to certain provisions of
Exchange Act applicable to United States public panfes, including: the rules under the Exchangerégtiring the filing with the SEC of quarterly s or
Form 10-Q or current reports on FornK8the sections of the Exchange Act regulatinggblécitation of proxies, consents or authorizatiomsespect to a secur
registered under the Exchange Act and the sectibtise Exchange Act requiring insiders to file pabieports of their stock ownership and tradingvétots anc
establishing insider liability for profits realizeidom any “short-swing” trading transaction (i.e.,purchase and sale, or sale and purchase, ofsber$ equity
securities within six months or less). Because veermt subject to these rules, our shareholdersatreafforded the same protections or informatiemegally
available to investors in public companies orgashipethe United States.

Our Board’s Ability To Amend Our Charter Withouta®holder Approval Could Have Anti-Takeover Effeldtsit Could Prevent A Change In Contrab
permitted by the laws of the British Virgin Islandsir Memorandum and Articles of Association mayapeended by our board of directors without shadh
approval. This includes amendments to increaseeduce our authorized capital stock. Our baambility to amend our charter documents withowtresholde
approval could have the effect of delaying, detgror preventing a change in control of Bonso,udtlg a tender offer to purchase our common stetragpremiur
over the current market price.

19




We Have Not Paid Dividends Since 2007 And May MgtBividends In The Futur&Ve have not paid dividends on our Common Stockesg@7, and w
may not be able to declare dividends, or the bomirectors may decide not to declare dividendghe future. We will determine the amounts of anydend:
when and if they are declared, in the future atithe of declaration.

Item 4. Information on the Company
History and Development of the Company

Bonso Electronics International Inc. was formedAaigust 8, 1988 as a limited liability Internatior&lsiness Company under the laws of the Britistyivi
Islands under the name “Golden Virtue Limite@h September 14, 1988, we changed our name to Belestronics International, Inc. We operate under BVI
Business Companies Act.

Effective as of May 1, 2001 we acquired 100% of ¢lomiity of Korona Haushaltswaren GmbH & Co. KG,raited liability partnership registered
Germany (“Korona”).Korona markets consumer scale products throughattpe to retail merchandisers and distributors.s€hgroducts feature contempol
designs using the latest materials and attractaekamging. Effective March 31, 2009, we sold assét&orona to Beurer GmbH, including inventoriescaant:
receivable, toolings and intellectual property tighKorona completed its liquidation in Februant20

Effective as of August 1, 2002, we acquired 51%hefequity of Gram Precision Scales Inc. (“GramcRien”). Gram Precision was primarily engage:
the distribution and marketing of pocket scaleghi@ United States, Canada and Europe. Effectiveehrer 1, 2008, we sold our 51% of the equity ofng
Precision to Mohan Thadani, the founder of GrantiBien.

In April 2007, we formed a new wholly-owned subaigi, Bonso USA, Inc., a Nevada corporation (“BobE®A”), to focus on the sales of industrial sc
in the U.S. market. Bonso USA is dormant and nadrntess activities are being conducted.

Our corporate administrative matters are conduttteigh our registered agent, HWR Services Limigd). Box 71, Road Town, Tortola, British Vir

Islands. Our principal executive offices are lodaé Unit 1404, 14/F, Cheuk Nang Centre, 9 Hillwd®adad, Tsimshatsui, Kowloon, Hong Kong. Our telep
number is (852) 2605-5822, our facsimile numbé8%2) 2691-1724, our e-mail address is info@bomso.and our website is www.bonso.com.
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Our principal capital expenditures on propertynpknd equipment over the last three years arfeodbtbelow:

2011 2012 2013
Property plant & equipment and land use rights $ 1,397,00! $ 3,415,00! $ 2,214,001

Our capital expenditures include construction-ingpess and the purchase of machinery used in thtigtion of certain of our products.

In November, 2006, Bonso entered into a land pwelagreement with Xincheng Miech Industrial Estate to acquire the land uset idfa piece of lan
consisting of 133,500 square meters for future egioa of the Company’s operations in Xinxifighis new piece of land is more than triple the sizéhe land upc
which the Company's facilities are located in Shenz China. The land transfer was completed in 2088 first phase of construction of the new mactufianc
facility was completed in calendar year 2012.

All of the foregoing capital expenditures were fioad principally from internally generated funds.
Business Overview

Bonso Electronics International Inc. designs, depel produces and sells electronic setsmed and wireless products for private label waigequipmer
manufacturers (individually “OEM” or, collectivelyOEM's"), original brand manufacturers (individlya'OBM” or, collectively, “OBM's") and original desic
manufacturers (individually “ODM” or, collectivelyODM's”).

Since 1989, we have manufactured all of our pradictChina in order to take advantage of the lomrhead costs and competitive labor rates.
factory is currently located in Shenzhen, Chinauatb0 miles from Hong Kong. The convenient locagi@rmits us to easily manage manufacturing ogeratiron
Hong Kong and facilitates transportation of ourdarets out of China through the ports of Hong Kond &antian (Shenzhenjhe first phase of construction of «
new manufacturing facility in Xinxing was completiedcalendar year 2012, and we began productiofiriring factory during the fiscal year ended Magh 20132
We will move all production processes from our Stiem factory to Xinxing factory during the fiscaar ended March 31, 2014, after which we will reut the
Shenzhen factory to a third party as a sourceragaléncome.

Products

Our sensobased scale products include bathroom, kitcheigeoffewelry, laboratory, postal and industriallesahat are used in consumer, commercia
industrial applicationsThese products accounted for 91% of revenue fofishal year ended March 31, 2011, 95% for 2012 %0 for 2013. We believe that «
bathroom and industrial scales will continue taalmajor portion of our scales revenue as we aeetatdecure orders from our major customers.

We no longer produces wireless telecommunicationdyzts. Previously, our products included tway radios and cordless telephones that were m
consumer and commercial applications. These predamtounted for 7% of revenue for the fiscal yeated March 31, 2011, 0% for 2012 and 0% for 201
decision to stop manufacturing these telecommuinicaproducts was based upon the decline in odit pnargins associated with these products.
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The Company has begun to produce certain elecpiatare products, including a bark control devideese products accounted for 8% of revenue &
fiscal year ended March 31, 2013 (2012: 3%).

We also receive revenue from certain customerstferdevelopment and manufacture of tooling and mgldor scales, telecommunication and
electronics products. Generally, these tools andladscare used by us for the manufacture of prodiiéesalso generate some sales of scrap materlaseTrevenu
accounted for approximately 2% of net sales forfigeal years ended March 31, 2011, 2% for 201228%bdor 2013.

The following table sets forth the percentage dfsades for each of the product lines mentionedralfor the fiscal years ended March 31, 2011, 2ahz

2013:
Year ended March 3.

Product Line 2011 2012 201z
Scales 91% 95% 90%
Telecommunication Products 7% 0% 0%
Electronic Pet Products 0% 3% 8%
Others 2% 2% 2%
Total 100% 100% 100(%

Business Strategy

We believe that our future growth depends uponatility to strengthen our customer base by enhgnaimd diversifying our products, increasing
number of customers and expanding into additiorekets while maintaining or increasing sales of juaducts to existing customers. Our future groarid ou
ability to become profitable are also dependennumar ability to control production costs and irase production capacity. Our strategy to achiegsetigoals is .

follows:

Product Enhancement And Diversificati®e continually seek to improve and enhance outtiegiproducts in order to provide a longer prodifetcycle
and to meet increasing customer demands for adeltieatures. Our research and development staf€arently working on a variety of projects to anbe ou
existing scale products and in the postal scal@metea. Further, we are developing certain etadtrpet care products. Seé@rbducts, Research ¢

Development/Competition” below.

Maintaining And Expanding Business Relations Wittistithg CustomersWe promote relationships with our significant cusérs through regul
communication, including visiting certain of ourstomers in their home countries and providing diescess to our manufacturing and quality contesspnne
This access, together with our concern for quahigs resulted in a relatively low level of defeetiproducts. Moreover, we believe that our emphasisimely
delivery, good service and low cost has contributed! will continue to contribute, to good relagomith our customers and increased orders. Furitersolici
suggestions from our customers for product enhaaneend when feasible, plan to develop and incatpahe enhancements suggested by our customersuil

products.
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Controlling Production CostslIn 1989, recognizing that labor cost was a mégotor permitting effective competition in the canger electronic produc
industry, we relocated all of our manufacturing rapiens to China to take advantage of the largélabla pool of lowereost manufacturing labor. We located
manufacturing facilities within 50 miles of Hong K@ in order to facilitate transportation of our gwets to markets outside of China while benefitirgn the
advantages associated with manufacturing in Chithia the Shenzhen Special Economy Zone. As noddmlabunder “Increasing Production Capacityg are
moving our production from Shenzhen to Xinxing, arelexpect to realize a reduction in our laborsasta result.

We are actively seeking to control production cdstssuch means as redesigning our existing prodactsder to decrease material and labor ¢
controlling the number of our employees, increashegefficiency of workers by providing regularitiag and tools and redesigning the flow of ourdurction lines

Increasing Production Capacityln November 2006, Bonso entered into a land msetagreement to acquire 133,500 square meteasaiuke right fc
future expansion in Xinxing, China. The constructif the new manufacturing facility began during fiscal year ended March 31, 2010 and the firsisptvas
completed in calendar year 2012. We intend to adyefnonitor our capacity needs and to expand d@ypas necessary.

Customers and Marketing

We sell our products primarily in the United Statesl Europe. Customers for our products are priyn@EM'’s, OBM’s and ODMS which market tt
products under their own brand names. We contiouearket our products to OEM’s, OBM'’s and ODM'draide shows and via e-mail, our website and fadsimi

Net export sales to customers by geographic arestitating 10% or more of total sales of the Compamonsisted of the following for each of the tt
years ended March 31, 2011, 2012 and 2013.

Year ended March 31:

2011 2012 2013
$in $in $in
thousand % thousand % thousand %
United States of America 18,89: 67 19,94( 75 23,80« 78
Germany 5,551 20 4,98t 18 5,121 17
Total 24,45( 24,92¢ 28,92¢

We maintain a marketing and sales team of eighplpedlso, our experienced engineering teams wadcty with our customers to develop and tailor
products to meet the customers’ specific needsmafdket our products primarily through a combinatidmlirect contact by our experiencedhatse technical sal
staff and our sales representatives and throughgbef direct mail catalogues and product litemtDuring the fiscal years ended March 31, 200122and 201.
we recorded total commission payments of approxipa#3,000, $4,000 and $1,000, respectively. Initadd our marketing teams contact existing anceptia
customers by telephone, mail and facsimile anceisqn.
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Our major sensor-based electronic scale produstemers and their percentage of sales for the firiee fiscal years are below:

Percent of Sales — Year ended March 31:

Electronics Sensor Customer: 2011 2012 2013
Sunbeam Products, Inc. 60% 66% 52%
Fitbit, Inc. 0% 1% 18%
Kern + Sohn GMBF 14% 14% 13%

Component Parts and Suppliers

We purchase over 1,000 different component paots fmore than 100 major suppliers and are not degrengbon any single supplier for key compont
We purchase components for our products primamignfsuppliers in Japan, Taiwan, South Korea, Hoogg<and China.

The price of oil and other raw materials increadadng the fiscal years ended March 31, 2011 arikP 2@sulting in an increase of our component
prices. We have taken steps to reduce our expdsuamy inability to obtain components by forecagtimith an increased buffer rate and placing order
components earlier and allowing for longer delivietgd times. Because of these actions, we do meatotxo experience any difficulty in obtaining neédomponel
parts for our products. The price level of raw mate remained stable in the fiscal year ended K&, 2013, compared to that in the fiscal yearedrndarch 31
2012.

Quality Control

We have received 1ISO 9001:2000 certification froet Borske Veritas Certification B.V., the NethedanThe ISO 9001:2000 certification was awardt
our subsidiary, Bonso Electronics Limited and tonBw Electronics Limited’ subsidiary Bonso Electronics (Shenzhen) Compamyjtéd. We have also receiv
certification according to the Environmental Managat Standards of ISO 14001:2004, the Occupatidealth and Safety Management Standard of OHSASI
and management system for medical devices of ISE8:2803.

ISO 9001 is one of the ISO 9000 series of qualistem standards developed by the International iizgdon for Standardization, a worldwide fedena
of national standards bodies. ISO 9001 providesdetfor quality assurance (and continuous impraamnin product development, manufacturing, inatalh an
servicing that focuses on meeting customer requintsn

By integrating the Occupational Health and Safegnikement Standard of OHSAS 18001 into our quality environmental systems, we have crea

total Integrated Management System (IMSQuality, Environment and Health and Safety by carimg 1SO9001, ISO 14001 and OHSAS 18001 into
Quality/Environment/Health and Safety registration.
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ISO 13485 certification ensures that we have impletied and maintained a quality system for the desigi manufacture of medical devices and allov
to develop and manufacture safe and effective rméd&vices should we chose to do so in the future.

The European Union has enacted the RestrictiohefUse of Certain Hazardous Substances in Elelctaimh Electronic Equipment Directive (“RoHS”
RoHS prohibits the use of certain substances, dimfulead, in certain products. We believe thatare in compliance with RoOHS and have a supply ofid@nt
components from suppliers.

The Company provides to certain customers an additione to two percent of certain products orderdigu of a warranty, which are recognized ag of
sales when these products are shipped to custdnoensour facility. In addition, certain productsliddoy the Company are subject to a limited prodyeality
warranty. The Company accrues for estimated induste unidentified quality issues based upon hisabactivity and known quality issues if a lospiebable an
can be reasonably estimated. The standard limitedawty period is one to three years. Quality returefunds, rebates and discounts are recordesf sales if the
are within the warranty period. All sales are baspdn firm orders with fixed terms and conditiondiich generally cannot be modified. Historicallye Wwave nc
experienced material differences between our etgitnamounts of quality returns, refunds, rebatesdiscounts and the actual results. In all corgtatiere is n
price protection or similar privilege in relatiom the sale of goods.

Patents, Licenses, Trademarks, Franchises, Concemss and Royalty Agreements
We have obtained a trademark registration in Hoaggkand China for the marks BONSO and MODUS in eectinn with certain electronic apparatus.

We rely on a combination of patent, trademark aade secret laws, employee and third party disnlosure agreements and other intellectual ptg
protection methods to protect our proprietary sgfithere can be no assurance that third partiésietibssert infringement or other claims agairsstvith respect 1
any existing or future products. We cannot assoretiat licenses would be available if any of @ahnology was successfully challenged by a thirtlypar if it
became desirable to use any third-party technaloggnhance the Compayproducts. Litigation to protect our proprietanjormation or to determine the valic
of any thirdparty claims could result in a significant expettses and divert the efforts of our technical ar@hagement personnel, whether or not such litigas
determined in our favor.
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While we have no knowledge that we are infringimmpmi the proprietary rights of any third party, #a@an be no assurance that such claims will n
asserted in the future with respect to existinfuture products. Any such assertion by a thirdypaould require us to pay royalties, to participateostly litigatior
and defend licensees in any such suit pursuanteninification agreements, or to refrain from sglian alleged infringing product or service.

Product Research and Development

The major responsibility of the product design,essh and development personnel is to develop andupe designs to the satisfaction of, an
accordance with, the specifications provided by@iM's, OBM's and ODM's. We believe our engineednd product development capabilities are impottzitie
future success of our business. As an ODM, we $akeifications that are provided to us by the gustoand design a product to meet those specifitatiBome ¢
our product design, research and development tieivare customer funded and are under agreeméhtspecific customers for specific products. Tduee cost:
we conduct our research and development at oditiein China. We principally employ Chinese emggrs and technicians at costs that are substatdiakr thar
those that would be required in Hong Kong. At Ma8dh 2013, we employed 25 individuals in Hong Kamgl China for our engineering staff, who are atova
times engaged in research and development. The meajoonsibility of the product design and researuth development personnel is to develop and peodasign
of scales products to the satisfaction of, andctoedance with, the specifications provided by @2M's and OEM's. We anticipate hiring additionaeaarch an
development personnel to meet the increased defoasdale products.

Competition

The manufacture and sale of electronic sebssed and wireless products is highly competit@mpetition is primarily based upon unit price, garol
quality, reliability, product features and managatigereputation for integrityAccordingly, reliance is placed on research ancetbpment of new products, li
extensions and technological, quality and othettioaous product improvement. There can be no assarthat we will enjoy the same degree of sucaeskes:
efforts in the future. Research and developmenties@s aggregated approximately $334,000 durinfjsited year ended March 31, 2011, $312,000 dutiedfisca
year ended March 31, 2012 and $396,000 duringlfigse ended March 31, 2013.

Seasonality

Generally, the first calendar quarter of each yeaypically the slowest sales period because camufacturing facilities in China are closed for tweek:
for the Chinese New Year holidays to permit empémsy®® travel to their homes in China. In additisedes during the first calendar quarter of scatedycts usuall
dip following the increase in sales during the €fmias season. A greater number of our sales adsspabducts occur between the months of July andb®@cfo
shipment in preparation of the Christmas holidayrotighout the remainder of the year, our produotsiat appear to be subject to significant seasea@tion
However, past sales patterns may not be indicafiveture performance.
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Transportation

Typically, we sell products either F.O.B. Hong Koag Yantian (Shenzhen), which means that our custsrare responsible for the transportatio
finished products from Hong Kong or Yantian (Shemghto their final destination. Transportation ehgonents and finished products to and from thetpa
shipment is by truck. To date, we have not beererizdly affected by any transportation problemswduer, transportation difficulties affecting airrga ol
shipping, such as an extended closure of portsiagerially disrupts the flow of our customepsoducts into the United States, could materiatigt adversely affe
our sales and margins if, as a result, our custerelay or cancel orders or seek concessions $etofikpediting charges they incurred pending résolwf the
problems causing the port closures.

Government Regulation

We are subject to comprehensive and changing forégleral, provincial, state and local environraéreéquirements, including those governing discés
to the air and water, the handling and disposalotifi and hazardous waste and the remediation mfounation associated with releases of hazardobstance:
We believe that we are in compliance with currentimnmental requirements. Nevertheless, we usartiams substances in our operations and, as sateewitl
manufacturers in general, if a release of hazardobstances occurs on or from our properties we beapeld liable and may be required to pay the of
remediation. The amount of any resulting liabittyuld be material.

Foreign Operations

A significant amount of our products are manufaaduat our factories located in China. While Chiaa heen granted permanent most favored nation
status in the United States through its entry theoWorld Trade Organization, controversies betwbenUnited States and China may arise that thmehee statL
quo involving trade between the United States anichdC These controversies could materially and et affect our business by, among other thingasing ou
products in the United States to become more expgenesulting in a reduction in the demand for products by customers in the United States.

Sovereignty over Hong Kong reverted to China ory Jyl1997. The 1984 SinBritish Joint Declaration, the 1990 Basic Law ofrigoKong, the 19¢
United Stateddong Kong Policy Act and other agreements provioi®es indication of the business climate we believieaontinue to exist in Hong Kong. Ho
Kong remains a Special Administrative Region (“SARBF China, with certain autonomies from the Chingegernment. Hong Kong is a full member of the W
Trade Organization. It has separate customs tgrrftom China, with separate tariff rates and exmamtrol procedures. It has a separate intelléqiuaperty
registration system. The Hong Kong Dollar is legaider in the SAR, freely convertible and not sabje foreign currency exchange controls by Chirtze SAF
government has sole responsibility for tax policig®ugh the Chinese government must approve the’SAudgets. Notwithstanding the provisions of t
international agreements, we cannot be assureldeofdntinued stability of political, legal, econenur other conditions in Hong Kong. No treaty exibetwee
Hong Kong and the United States providing for theiprocal enforcement of foreign judgments. Accogtli, Hong Kong courts might not enforce judgm
predicated on the federal securities laws of thigddrStates, whether arising from actions broughheé United States or, if permitted, in Hong Kong.
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Organizational Structure

We have two wholly-owned Hong Kong subsidiariesn&w Electronics Limited (“BEL”) and Bonso Advanc&dchnology Limited (“BATL"). Both BEL
and BATL were organized under the laws of Hong Kand are responsible for the design, developmesmufacture and sale of our products.

BEL has one active Hong Kong subsidiary, Bonso stivent Limited (“BIL"). BIL was organized under the laws of Hong Kong aad heen used
acquire and hold our investment properties in Hgogg and China.

BEL also has one active PRC subsidiary, Bonso Eleis (Shenzhen) Company, Limited, which is orgediunder the laws of the PRC and is ust
manufacture our products.

BATL has one active PRC subsidiary, Bonso Advanbechnology (Xinxing) Company, Limited, which is argzed under the laws of the PRC and is
to acquire and hold our new manufacturing factlitst is being constructed in Xinxing, China.

We also have another wholly-owned British Virgitarels subsidiary, Modus Enterprise International In
As of March 31, 2009, Modus Enterprise Internatidna. owned 100% of Korona. Korona was engageohamketing, distributing and retailing consui
bathroom and kitchen scale products throughout fieur&ffective March 31, 2009, we sold certain assétKorona to Beurer GmbH, and Korona complete

liquidation during the fiscal year ended March 2012.

Effective November 1, 2008, we sold our 51% of #geiity of Gram Precision to Mohan Thadani, the tiemof Gram Precision. Gram Precision
primarily engaged in the distribution and marketigpocket and industrial scales in the Unitede&ta€anada and Europe.

In April 2007, we formed a whollgwned subsidiary, Bonso USA, a Nevada corporatBonso USA is dormant and no business activitieshaiac
conducted.

Property, Plant and Equipment
British Virgin Islands

Our corporate administrative offices are locate@r@gmuir Chambers, Road Town, Tortola, Britishgifirlslands and corporate administrative mattee
conducted through our registered agent, HWR Ses\ligwited, located at P.O. Box 71, Road Town, Tlast8ritish Virgin Islands.
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Hong Kong

We own a residential property in Hong Kong, whishlacated at Savanna Garden, House No. 27, TaNPw, Territories, Hong Kong. House No.
consists of approximately 2,475 square feet pllg7asquare foot terrace and a 2,308 square fodegarea. The use of House No. 27 is provided agers to Mi
Anthony So, the Chairman and Chief Executive Offmiethe Company.

China

Our Shenzhen factory in China is located at Shenih¢he DaYang Synthetical Development Distritbse to the border between Hong Kong and C
This factory consists of two factory buildings, wiicontain approximately 186,000 square feet, twdkers’ dormitories, containing approximately 103,000 sq
feet, a canteen and recreation center of approglgnas,000 square feet, an office building, comsisbf approximately 26,000 square feet, and twadf sfuarters fc
our supervisory employees, consisting of approxéiyaB4,000 square feet, for a total of approximat®?5,000 square feet. The Group entered into &l
agreement in June 2013 to rent out the Shenzhéaryeao a third party from August 2013 to Augusti20and will receive rental income starting frontdber 2013

We also own one residential property in Shenzhdichvis located at Lakeview Mansion,BC, Hujinju Building No. 63, Xinan Road, BoacheBgoar
Shenzhen, China. It consists of approximately 1,5§dare feet and is rented to an unaffiliated tipiadty for an aggregate monthly rental of RMB 2,36t
approximately $370.

We also own two office units in Beijing, namely tinlL2 and 13 on the third floor, Block A of SunghiPlaza in Beijing, China. Unit 12 consists of 2
square feet and Unit 13 consists of 1,860 squate @ne Unit is rented to an unaffiliated thirdtpdor an aggregate monthly rental of approximatiB 15,000

or approximately $2,430, while the other unit isitesl to another unaffiliated third party for an emggte monthly rental of approximately RMB 9,00(
approximately $1,460.

Our Xinxing factory is located in Xinxing Higliech Industrial Estate, Xinxing, Yunfu City, Guaogd, China. This factory land area is 1,448,00( g
feet, with one factory building consisting of 22800square feet, one warehouse consisting of 6608re feet, and three dormitories consisting ¢d@b squar
feet in total.

Adequacy of Facilities

We believe our manufacturing complexes will be adee for our reasonably foreseeable needs.

Item 4A. Unresolved Staff Comments

Not Applicable to Bonso.
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Item 5. Operating and Financial Review and Prospest

The following discussion and analysis should bel reaconjunction with Item 3. — “Key Information Selected Financial Dataind the Consolidati
Financial Statements and Notes to ConsolidatedhEiabStatements included elsewhere in this AnRegdort.

Overview

During the fiscal year ended March 31, 2013, thenfany experienced increased revenues. Our ovetals sncreased due to higher demand fo
products.

We derive our revenues principally from the sals@fisombased scales manufactured in China, which repr@8fitof total sales for the fiscal year er
March 31, 2013. As mentioned in Item 3. — “Key Imf@tion — Risk Factorsyve are dependent upon a limited number of majaiocusrs for a significant portion
our revenues. Our revenues and business opera@aubject to fluctuation if there is a loss ofenglfrom any of our largest customers. Further ptfi@ng of ou
scale products is becoming increasingly competiteapecially to our customers in the United Stated Germany, who contributed approximately 95% wr
revenue during the fiscal year ended March 31, 2013

During the fiscal year ended March 31, 2011, nétssérom continuing operations were approximate®s,387,000, and net loss was approximi
$1,560,000. During the fiscal year ended March 21,2, net sales from continuing operations wereaqimately $26,682,000, and net loss was approxly
$902,000. During the fiscal year ended March 31,32(het sales from continuing operations were apprately $30,386,000, and net loss was approxim
$754,000.

Labor costs per worker are increasing in Chinaadecordance with the new minimum wage set by thal lagthorities, we increased the minimum wag
labor from RMB 1,320 (or approximately $206) perntiobeginning April 1, 2011, to RMB 1,500 (or apgiroately $238) per month beginning February 1, 2
and then to RMB 1,600 (or approximately $254) penth beginning March 1, 2013. We believe that iaseel labor costs in China will have a significéfeat or
our total production costs and results of operatiand that we will not be able to continue to iasee our production at our manufacturing facilitieishout
substantially increasing our ngmeduction salaries and related costs. This ineréasminimum wage will increase our labor costs&y%, or approximate
$267,000, annually. Our labor costs representetbappately 15.8% of our total production costslie fiscal year ended March 31, 2013, compared & Tn the
fiscal year ended March 31, 2012. The decreaseenat) labor costs were the result of transferjmngduction processes from our Shenzhen factoryutoXanxing
factory. We started hiring workers to work in ounXing factory during the fiscal year ended Mardh 32013. Management believes that we will be abléecreas
our overall labor costs after we have moved alloof operations to the new Xinxing facility, because minimum wage at Xinxing was RMB 1,010
approximately $160) beginning May 1, 2013. Thene lse no assurance that labor costs will not furiherease or that any additional increase in laosts will no
have a material adverse effect upon our resultpefations.
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We have not experienced significant difficultiesoiptaining raw materials for our products, and ngamaent does not anticipate any such difficultiethé
foreseeable future. Prices of raw materials in@eakiring the fiscal year ended March 31, 2011 diihot vary significantly during the fiscal yeasded Marc
31, 2013 and 2012. There can be no assuranceathiahaterial costs will not fluctuate or that anyliéidnal increase in raw material costs will novba materi
adverse effect upon our results of operations.

Operating Results

The following table sets forth selected income @ata percentage of net sales for the periodsatetic

Fiscal Year Ended March 31,

Statement of Operations Date 2011 2012 2013
% % %

Net sales 100.( 100.( 100.(
Cost of sales (87.2 (85.9 (83.7)
Gross margin 12.¢ 14.€ 16.€
Selling expenses (0.9 .09 (0.9
Salaries and related costs (9.6 (9.5 (8.6
Research and development expenses (1.2 (1.2 (1.9
Administration and general expenses (6.9 (9.9 (7.9
Gain from disposal of subsidiary — 5.4 —

Loss from operations (5.9 (1.0 (1.9
Interest income 0.C 0.C 0.C
Interest expenses (0.2 0.9 (0.2
Foreign exchange loss (0.5 (2.6 (0.9
Other income 1.3 0.5 0.5
Loss before income taxes (5.0 (3.9 (2.9
Income tax expenses (0.0 (0.0 (0.9
Loss from continuing operations (5.0 (3.9 (2.9
Loss from discontinued operations (0.5 — —

Net loss (5.9 (3.9 (2.9

Fiscal year ended March 31, 2013 compared to fiscgear ended March 31, 2012

Net Sales. Our sales increased approximately $3,704,0001308%, from approximately $26,682,000 for the fisgaar ended March 31, 2012
approximately $30,386,000 for the fiscal year enidliedich 31, 2013. The increase in sales was priyndtie to an increased demand for our scales preduct

Gross Margin. Gross margin as a percentage of revenue increéasagproximately 16.9% during the fiscal year eht#arch 31, 2013, as comparet
approximately 14.6% during the fiscal year endeddide&81, 2012. The higher gross margin was primahéy result of the reduced labor costs due to aszet
efficiency and transfer of production processesuoXinxing factory. Our labor costs representegragimately 15.8% of our total production costgha fiscal yee
ended March 31, 2013, compared to 17.8% in thalfigear ended March 31, 2012.

Selling ExpensesSelling expenses increased slightly by approxéige$1,000 from approximately $267,000 for the disgear ended March 31, 201z
approximately $268,000 for the fiscal year endeddW&@1, 2013, or 0.4%.
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Salaries And Related CostsSalaries and related costs increased by appreedyn$101,000, or 4.0%, from approximately $2,586,@or the fiscal ye:
ended March 31, 2012 to approximately $2,627,000He fiscal year ended March 31, 2013. The ine@éassalaries and related costs was primarily éselt o
increase in salary of staff in China in accordanith the increase in minimum wage.

Research And DevelopmenResearch and development expenses increasedipgiely $84,000, or 26.9%, from approximately $800 for the fisce
year ended March 31, 2012 to approximately $396{60€he fiscal year ended March 31, 2013. Thedase in research and development was primarilyethdt o
increased headcount of engineers in accordanceingitbased projects during the fiscal year endettMal, 2013. Research and development expensesradol
1.3% of net revenue for the fiscal year ended M&ch2013, and for 1.2% of net revenue for thegfigear ended March 31, 2012.

Administration And General Expenségministration and general expenses decreased fimpximately $90,000, or 3.7%, from approximately482,00(
for the fiscal year ended March 31, 2012 to appnately $2,402,000 for the fiscal year ended Marth2®13. The decrease is primarily attributabléhtofact the
for the fiscal year ended March 31, 2012, the Camipgzaid approximately $565,000 to a bank under rik lmuarantee that the Company had provided for ¢
Precision, which was offset by significantly higheitity costs associated with the operation of factories during the fiscal year ended March 31,3

Gain from Liquidation of Subsidiary Since Korona was liquidated during the fiscalryeaded March 31, 2012, the Company recorded a of
approximately $1,448,000. There was no gain framuidiation of a subsidiary during the fiscal yeatdesh March 31, 2013.

Loss From OperationsAs a result of the factors described above, fimsa operations increased by 128.9% from a losappiroximately $249,000 for t
fiscal year ended March 31, 2012 to a loss of apprately $570,000 for the fiscal year ended Marth2)13.

Interest Income Interest income remained at approximately $7f00@he fiscal years ended March 31, 2013 and 2012.

Interest Expenseslinterest expenses decreased approximately $1990@1,.8%, from approximately $87,000 for the fisgahr ended March 31, 2012
approximately $68,000 for the fiscal year endeddfie81, 2013. This decrease was primarily the resfudin increase in utilization of factoring withwler interes
rate during the fiscal year ended March 31, 2013.

Foreign Exchange Los&oreign exchange loss decreased approximately $3@2or 62.9%, from approximately $703,000 for fiseal year ended Mar

31, 2012 to approximately $261,000 for the fisadiyended March 31, 2013. This decrease was plyntiaei result of the decreased magnitude of apatieci of th
Chinese Renminbi compared to the United Statesabdliring the fiscal year ended March 31, 2013.
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Other Income.Other income increased approximately $35,000, 05%6 from approximately $132,000 for the fiscal yeaded March 31, 2012
approximately $167,000 for the fiscal year endeddiie81, 2013. The increase was primarily the restithe increase in rental income and gain fronwéot
contracts during the fiscal year ended March 31320

Income Tax Expenselncome tax expense was $29,000 during the figeat ended March 31, 2013, as compared to $2,000gdthe fiscal year end
March 31, 2012. The income tax expense is primdirily to the under provision for taxation for fisgahr ended March 31, 2012.

Net Loss As a result of the factors described above, ot Hecreased from a loss of approximately $90X@0he fiscal year ended March 31, 2012
loss of approximately $754,000 for the fiscal yeaded March 31, 2013, a decrease in loss of appately $148,000, or 16.4%.

Foreign Currency Translation AdjustmenEoreign currency translation adjustments, net f de@creased from approximately $353,000 for thedli yea
ended March 31, 2012 to a gain of approximately, 82 for the fiscal year ended March 31, 2013, @afse of approximately $291,000, or 82.4%. Theedse
foreign currency translation adjustment, net of taas primarily the result of reduced fluctuatidrttee Chinese Renminbi against the United Statd&bo

Comprehensive Losés a result of the factors described above, congmsiie loss increased from a loss of approxime#&K9,000 for the fiscal ye
ended March 31, 2012 to a loss of approximate 2B for the fiscal year ended March 31, 2013narease of approximately $143,000, or 26.0%.

Fiscal year ended March 31, 2012 compared to fiscgear ended March 31, 2011

Net Sales. Our sales decreased approximately $1,705,000.@%0, from approximately $28,387,000 for the fisgalar ended March 31, 2011
approximately $26,682,000 for the fiscal year enblledich 31, 2012. The decrease in sales was priyrthgl result of the overall decrease in demanadomproducts

Gross Margin. Gross margin as a percentage of revenue increasagproximately 14.6% during the fiscal year ehtarch 31, 2012, as compare
approximately 12.8% during the fiscal year endeaddd&1, 2011. The higher gross margin was primaindyresult of reduced manufacturing cost due ¢eemse i
efficiency.

Selling Expenses Selling expenses increased by approximately $08ffom approximately $249,000 for the fiscal yesmded March 31, 2011
approximately $267,000 for the fiscal year endeadd&1, 2012, or 7.2%. Local freight costs andteelaelling expenses increased during the yeatdinerease
shipping costs during the fiscal year ended March2812.
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Salaries And Related CostsSSalaries and related costs decreased by appr@jn#190,000, or 7.0%, from approximately $2,706,0or the fiscal ye:
ended March 31, 2011 to approximately $2,526,00GHe fiscal year ended March 31, 2012. The deer@asalaries and related costs was primarily éselt o
decreased headcount in Hong Kong and China.

Research And DevelopmenResearch and development expenses decreasedciapaly $22,000, or 6.6%, from approximately $3®9, for the fisce
year ended March 31, 2011 to approximately $312{f60¢the fiscal year ended March 31, 2012. The elese in research and development was primarilyethdt o
decreased headcount of engineers during the fisealended March 31, 2012.

Administration And General Expens@giministration and general expenses increased psoapnately $533,000, or 27.2%, from approximatkly959,00
for the fiscal year ended March 31, 2011 to appnaxely $2,492,000 for the fiscal year ended Marth2012. The increase was primarily the result pdgment ¢
approximately $565,000 to Gram Precision's ban@rsn Precision was under liquidation and the Compeatl a guarantee to that bank to secure Gramsire'
banking facilities, which continued from the fisyalar ended March 31, 2008 when Gram Precisioravgbsidiary of the Company.

Gain from Liquidation of Subsidiary Since Korona was liquidated during the fiscalryeaded March 31, 2012, the Company recorded a of
approximately $1,448,000.

Loss From OperationsAs a result of the factors described above, fiasa operations decreased by 86.0% from a losppfoximately $1,631,000 for t
fiscal year ended March 31, 2011 to a loss of apprately $249,000 for the fiscal year ended Marth2012.

Interest Income Interest income increased by $1,000, or 16.7%m fapproximately $6,000 for the fiscal year endegkrd¥t 31, 2011 to approximat
$7,000 for the fiscal year ended March 31, 2012 iflerease was the result of increased depossavimgs accounts during the fiscal year ended Mat¢t2012.

Interest Expenseslinterest expenses increased approximately $31@085.4%, from approximately $56,000 for the fisgaér ended March 31, 2011
approximately $87,000 for the fiscal year ended dflaB1, 2012. This increase was primarily the restilan increase in utilization of the Compasyankin
facilities during the fiscal year ended March 3012.

Foreign Exchange LosEoreign exchange loss increased approximately $8@3pr 440.8%, from approximately $130,000 forfiseal year ended Mar
31, 2011 to approximately $703,000 for the fiscaduyended March 31, 2012. This increase was piyridué result of the appreciation of the Chinesa&Ri@bi
compared to the United States Dollar during theafigear ended March 31, 2012.

Other Income.Other income decreased approximately $52,000, @%8from approximately $184,000 for the fiscal yeaded March 31, 2011
approximately $132,000 for the fiscal year endeddd&81, 2012. The decrease was primarily the reduhie decrease in recoverable bad debt fromateedf Gran
Precision that was previously impaired. During fiseal year ended March 31, 2011, the Company real/$45,000, while the Company recovered $0 duhie
fiscal year ended March 31, 2012.
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Income Tax Expensdncome tax expense was $2,000 during the fiseat gnded March 31, 2012, as compared to $0 dtirfiscal year ended March
2011. The income tax expense is a result of gaiassubsidiary during the fiscal year ended Mart2®12.

Loss from Discontinued Operationiss from discontinued operations decreased appedgly $129,000 from $129,000 for the fiscal yeatexl March 3:
2011 to approximately $0 for the fiscal year entftadch 31, 2012. The decrease was the result ottigitees for the discontinued operations, and diseontinue
operations were liquidated during the fiscal yeates] March 31, 2012.

Net Loss As a result of the factors described above,ost ecreased from a loss of approximately $1,860dr the fiscal year ended March 31, 2011
loss of approximately $902,000 for the fiscal yeaded March 31, 2012, a decrease in loss of appately $658,000, or 42.2%.

Foreign Currency Translation AdjustmenEoreign currency translation adjustments, net xf itecreased from approximately $199,000 for tisedl yea
ended March 31, 2011 to a gain of approximately3§3®0 for the fiscal year ended March 31, 201Znarease of approximately $154,000, or 77.4%. Ticegiase
foreign currency translation adjustment, net of taas primarily the result of fluctuation of theiG&se Renminbi against the United States Dollar.

Comprehensive LosAs a result of the factors described above, congmsiie loss decreased from a loss of approxim&®/$61,000 for the fiscal ye
ended March 31, 2011 to a loss of approximate 9D for the fiscal year ended March 31, 2012 @ehse of approximately $812,000, or 59.7%.

Impact of Inflation

We believe that inflation had an impact on our bass during the fiscal years ended March 31, 20822813. The minimum wage increased from F
1,100 (or approximately $162) per month beginnialy 1, 2010 to RMB 1,320 (or approximately $206) pwnth beginning April 1, 2011, and was later @age
to RMB 1,500 (or approximately $238) per month begig February 1, 2012, and to RMB 1,600 (or apimaxely $254) per month beginning March 1, 20132
result, we believe that inflation will continue itecrease our operating costs and cost of raw naddesind have a significant impact upon us in theréu We hav
generally been able to modify and improve our pobdiesigns so that we could either increase tteeprof our products or lower the production costsrder t
keep pace with inflation. Oil prices have been tilg@an recent years. If oil prices increase, itlwkely result in an increase in the cost of camnpnts to us, as w
as an increase in our operating expenses, whid¢thawike a material adverse effect upon our busiaedsesults of operations. Further, the increasebior costs ar
operating costs in the PRC had a material impadupiprofitability.
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Taxation

The companies comprising the Group are subjeebt@n an entity basis on income arising in, onaetifrom, Hong Kong, and the PRC. The current o
taxation of the subsidiary operating in Hong Koad6.5%. The Group is not subject to income tangke British Virgin Islands.

The tax rates for our subsidiary in PRC were 2492061 and 25% in 2012 and beyond. There is no &afge in Hong Kong on offshore profit or
dividends paid to Bonso Electronics Limited bystgsidiaries or to us by Bonso Electronics LimifEderefore, our overall effective tax rate may dedr than th:
of most United States corporations; however, thigaatage could be materially and adversely affebtedhanges in the tax laws of the British Virgatahds, Hon
Kong or China.

On March 16, 2007, the Chinese government enactetfiad enterprise income tax law, or “Elwhich became effective on January 1, 2008. Pridh¢
EIT, as a foreign invested enterprise, or “FlB¢ated in Shenzhen of the PRC, our PRC subsidiangoyed a national income tax rate of 15% ance\vegempte
from the 3% local income tax. The preferential t@atment to our subsidiaries in the PRC of quial@yfor tax refunds as a result of reinvesting itipeofits earne
in previous years in the PRC also expired on JgnLia008. Under the EIT, apart from those qualifés hightech enterprises, most domestic enterprises ang
will be subject to a single PRC enterprise incomerate of 25% in year 2012 and afterward.

Efforts by the Chinese government to increase éagnues could result in decisions or interpretatiofithe tax laws by the Chinese tax authorities &ne
unfavorable to us and which increase our futurelitgilities or deny our expected refunds. Chanige€hinese tax laws or their interpretation or &gilon ma
subject us to additional Chinese taxation in tharfu

No reciprocal tax treaty regarding withholding tsvexists between the United States and the Biigiin Islands. Under current British Virgin Islastaw
dividends, interest or royalties paid by us towidlials are not subject to tax as long as the iexigs not a resident of the British Virgin Islandf we were to pay
dividend, we would not be liable to withhold any,taut shareholders would receive gross dividemdsspective of their residential or national statu

During the fiscal years ended March 31, 2011, 281@ 2013, certain of our subsidiaries were, andimoa to be, subject to inquiries from the loca
authorities. Upon the adoption of ASC 740 (formdtliN 48), “Accounting for Uncertainty in Income Tesx— An Interpretation of FASB Statement No. 108B¢’
Company recorded a provision of approximately $2,060 in relation to uncertain tax positions ag\pfil 1, 2007. The assessment is subject to firdbdninatiol
by the local tax authorities and may be differentrf what we have recorded as a provision. As stiglie can be no assurance that the inquiry willrestilt ir
imposing additional income tax expense on the Greupch could have a material adverse effect up@enGroup and its results of operations. Accordmght
requirement from the local tax authorities, the @any has purchased tax reserve certificates foroappately $1,710,000 for the fiscal years in rewidor the
potential payment to the tax authority.
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Contractual arrangements we have entered into amem@and our subsidiaries in different locations rhaysubject to scrutiny by respective tax authes
and a finding against the Company and its subsédianay result in additional tax liabilities thatutd substantially reduce our consolidated netrimeoWe coul
face material and adverse tax consequences if atdgpeaax authorities determine that the contrdcareangements among our subsidiaries and Bonsnot
represent an arm’s length price and adjust Bormoits subsidiariesincome. Our consolidated net income may be malgr@ald adversely affected if our affilial
entities’ tax liabilities increase.

Dividends, if any, paid to any United States reside citizen shareholder are treated as divideodrme for United States federal income tax purpdSest
dividends are not eligible for the 70% dividendseived deduction allowed to United States cotjmra on dividends from a domestic corporation urfsectior
243 of the United States Internal Revenue Code€861as amended (the “Internal Revenue Cod&djious Internal Revenue Code provisions imposeiapxe:
in certain circumstances on nbimited States corporations and their sharehol®&rs.are urged to consult your tax advisor with rega such possibilities and yc
own tax situation.

In addition to United States federal income taxat&hareholders may be subject to state and lagestupon their receipt of dividends.
Foreign Currency Exchange Rates

We sell most of our products to international comtes. Our principal export markets are North Aneerimainly the United States), Europe (me
Germany) and Asia. Other markets are other Europeantries (such as the United Kingdom), Australml Africa. Sales to international customers arele
directly by us to our customers. We sell all of prwducts in United States Dollars and pay forrmaterial components principally in United Statedl&s and Hon
Kong Dollars. A very small portion of the comporensed are paid for in Japanese Yen. Most fackpgreses incurred are paid in Chinese Renminbi. isecth
Hong Kong Dollar is pegged to the United Statedddpin the past our only material foreign excharigk previously arose from potential fluctuatianghe Chines
Renminbi and a devaluation in United States Dall&s the reasons discussed in the paragraphs pelanagement believes that it may be possiblethiené will
be some fluctuation in the coming year. Duringfteeal year ended March 31, 2013, we experiendedeign currency loss of approximately $261,000.

A summary of our debts from our banking facilitigdized as at March 31, 2012 and 2013 which wédigesited to foreign currency risk is as follows:

March 31, 201 March 31, 201
$ in thousanc $ in thousanc
Hong Kong dollar: 1,87( 3,81¢

The amount above is due within one year.
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Fluctuations in the value of the Hong Kong Dollavé not been significant since October 17, 198%nwhe Hong Kong government tied the value o
Hong Kong Dollar to that of the United States Dolldowever, there can be no assurance that the wdlthe Hong Kong Dollar will continue to be tigdthat of th:
United States Dollar. China adopted a floating ency system on January 1, 1994, unifying the maRkdtofficial rates of foreign exchange. China appd currer
account convertibility of the Chinese Renminbi arlyJ1, 1996, followed by formal acceptance of théetnational Monetary Funsl’Articles of Agreement ¢
December 1, 1996. These regulations eliminatedrefj@irement for prior government approval to buyefgn exchange for ordinary trade transactionsugh
approval is still required to repatriate equitydebt, including interest thereon. From 1994 untiy 2005, the Chinese Renminbi had remained stadpénst the U.!
Dollar at approximately 8.28 to 1.00 U.S. Dollam Quly 21, 2005, the Chinese currency regime waseal to link the RMB to a “basket of currenciesfiich
includes the United States Dollar, Euro, Japaneseand Korean Worunder the rules, the RMB is allowed to move 0.3%adataily basis against the United St
Dollar. The People's Bank of China, on May 21 200idened the RMB trading band from 0.3% daily moeeinagainst the United States Dollar to 0.594.
June 20, 2010, the PBOC announced that the PRGrgoeat would further reform the RMB exchange ragime and increase the flexibility of the excharage. I
is difficult to predict how this new policy may irapt the RMB exchange rate. As of July 15, 2013,RMB was valued at 6.17 per U.S. Dollar. There lbamc
assurance that these currencies will remain stabiéll fluctuate to our benefit.

To manage our exposure to foreign currency andslation risks, we may purchase currency exchangeafal contracts, currency options, or o
derivative instruments, provided such instrumenray fve obtained at suitable prices.

Liquidity and Capital Resources

We have financed our growth and cash needs topatarily from internally generated funds and baldbt. We do not use offalance sheet financi
arrangements, such as securitization of receivatslebtaining access to assets through speciabparentities, as sources of liquidity. Our primasgs of cash ha
been to fund expansions and upgrades of our manufag facilities.

Operating activities used $187,000 of net cashtHerfiscal year ended March 31, 2013, as comparekt74,000 of net cash generated from oper
activities during the fiscal year ended March 3112 This increase in the amount of cash used lyatipg activities was primarily attributable teetmcrease i
trade receivables and income tax recoverable kaofh 31, 2013, when compared to that of March2®12.

As of March 31, 2013, we had approximately $2,16@, cash and cash equivalents, as compared 84800 in cash and cash equivalents as of N
31, 2012. Working capital at March 31, 2013 wasrapmately $292,000, as compared to $2,914,000atM31, 2012. The decrease in working capitdlesésul
of an increase in investing activities for a tatlpproximately $2,214,000 for acquisition of imgéble assets and property, plant and equipmentb&lieve ther
are no material restrictions (including foreign leaxage controls) on the ability of our subsidiat@sransfer funds to us in the form of cash dividierioans, advanc
or product/material purchases. We believe our vagykiapital is sufficient for our present requiretsen
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As of March 31, 2013, we had approximately $2,769,th net trade receivables, as compared to $2)081as of March 31, 2012. This increas
$678,000 was primarily attributable to increasddssealose to the end of the fiscal year, compavetdt of March 31, 2012.

As of March 31, 2013, we had approximately $5,460, inventories, as compared to $4,105,000 adavth 31, 2012. This increase of $1,355,000
primarily attributable to increase of inventorygrojection of the higher sales amount after Marth2®13 .

As of March 31, 2013, we had a total of approxifya$d0,069,000 in notes payable and accounts payablcompared to $6,902,000 as of March 31,
The increase of $3,167,000 was primarily attribletab the increased accounts payable and notedbleaglae to the increase in material purchasesrasidt o
increased orders received as of March 31, 2013paced to that of March 31, 2012.

As of March 31, 2013, we had in place general bapKacilities with one financial institution withn@ounts available aggregating approxime
$10,000,000 (2012: $8,183,000). Such facilitiesuide the ability to obtain overdrafts, letters oddit, short-term notes payable, factoring, shemntloans and long-
term loans. As of March 31, 2013, we had utilizpgraximately $3,813,000 from these general bankwgities. Interest on this indebtedness fluctaatédth the
prime rate and the Hong Kong Interbank Offer Ratset by the Hong Kong Bankers Association. The lcaadit facilities are collateralized by our bagkarantet
Our bank credit facilities are due for renewal ailyu We anticipate that the banking facilities vie renewed on substantially the same terms andtdization ir
the next year will remain at a similar level asttimthe current year. During the fiscal years ehtitarch 31, 2012 and 2013, we paid a total of apprately
$87,000 and $68,000, respectively, in intereshaelbtedness for continuing operations.

Our current ratio decreased from 1.31 as of Mafkh2812 to 1.02 as of March 31, 2013. Our quiclordécreased from 0.87 as of March 31, 2012 to
as of March 31, 2013.

The minimum wage was increased to RMB 1,320 (or@pmately $206) beginning April 1, 2011, and watet increased to RMB 1,500 (or approxime
$238) per month beginning February 1, 2012, ardNtB 1,600 (or approximately $254) per month begignMarch 1, 2013. This increase in minimum wage
increase our labor costs by 6.7%, or approxima$@§7,000, annually. Management expects that we haile lower labor costs once our entire manufaui
operation has been moved to Xinxing.

During the fiscal year ending March 31, 2014, wpe=t we will need to expend approximately $260,@80the leasehold improvement of our facilit
Xinxing, China.
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We believe that our cash flows from operations,@urent cash balance and funds available undewotking capital and credit facilities will be sigffent
to meet our working capital needs and planned abpitpenditures for at least the next 12 to 24 mmntlowever, a decrease in the demand for our ptedy
increase in our costs of goods sold or expensesatffiegt our internally generated funds, and we wdutther look to our banking facilities to meetr auworking
capital demands.

Commitments
The following table sets forth information with pet to our commitments as of March 31, 2013:

Payments due by Perioc

Within1to 3 Within 3to 5 More than 5
Total Within 1 year years years years

$ in thousanc $ in thousanc $ in thousanc $ in thousanc $ in thousanc

Notes payable and bank overdrafts and I68ns $ 3,81: $ 3,81: $ 0 $ 0 $ 0
Operating leases $ 0 $ 0 $ 0 $ 0 $ 0
Capital lease $ 0 $ 0 $ 0 $ 0 $ 0
Construction in Xinxing $ 26C $ 26C $ 0 $ 0 $ 0
Interest on capital leases $ 0 $ 0 $ 0 $ 0 $ 0
Income tax liabilitie$? $ 259 3 0 3 259 3 0 3 0
Total $ 6,66¢ $ 4,07 $ 2,59t $ 0 $ 0

(1) Represents amounts due within one year unddsanking facilities agreement.

(2) Effective April 1, 2007, the Company adopted@AB40. As a result of the adoption of ASC 740, Gleenpany recognized an approximately $1,170,000
increase in the liability for unrecognized tax Hiseand penalties of approximately $994,000, whigre accounted for as a reduction to the Apr2aQ7
balance of retained earnings. The Company assésdad position during the fiscal year ended MaBth 2013 and concluded that the same tax liahilég
carried forward.

For a discussion of interest rates on our noteslgayand short-term loans, see “ltem 11. - Qual#aand Quantitative Disclosures About Market Risk”
below.

Critical Accounting Policies

The methods, estimates and judgments we use ilyingpbur most critical accounting policies haveigngicant impact on the results we report in
financial statements. The SEC has defined the erdgtal accounting policies as the ones that acstnmportant to the portrayal of our financial diion anc
results and require us to make our most difficall gsubjective judgments, often as a result of #ednto make estimates of matters that are inhgrantertair
Based on this definition, our most critical polgiaclude inventories, impairment, trade receivalaled deferred income taxes.

40




Below, we discuss these policies further, as wethe estimates and judgments involved. We belieatour other policies either do not generallyuiesus
to make estimates and judgments that are as diféicas subjective, or it is less likely that theguld have a material impact on our reported tesafl operations fc
a given period. For a discussion of all our sigaifit accounting policies, see footnote 1 to thesGlitated Financial Statements included elsewhethi$ Annuz
Report.

Inventories

Inventories are stated at the lower of cost orrealizable value with cost determined on a firstfirst-out basis. Net realizable value is the price atch
inventories can be sold in the normal course ofrtass after allowing for the costs of completiod aisposal. The Company continuously reviews stoawing ant
obsolete inventory and assesses any inventory edrsaice based on inventory levels, material cortiposind expected usage as of that date.

Revenue Recognition

No revenue is recognized unless there is persuasidence of an arrangement, the price to the bisyfixed or determinable, delivery has occurred
collectability of the sales price is reasonablyuasd. Revenue is recognized when title and ridloss transfers to the customer, which is generalign the produ
is leaving the ports of Hong Kong or Shenzhen afgdated by our customers. Shipping costs billeduiocustomers are included within revenue. Assediaost
are classified in cost of sales.

The Company provides to certain customers an additione to two percent of certain products orderdigu of a warranty, which are recognized ag of
sales when these products are shipped to custdmensour facilities. In addition, certain produdsld by the Company are subject to a limited produality
warranty. The Company accrues for estimated indusce unidentified quality issues based upon histbactivity and known quality issues if a lospisbable an
can be reasonably estimated. The standard limitedawty period is one to three years. Quality returefunds, rebates and discounts are recordesf sales if the
are within the warranty period. All sales are baspdn firm orders with fixed terms and conditioméiich generally cannot be modified. Historicallye Wwave nc
experienced material differences between our etginamounts of quality returns, refunds, rebatesdiscounts and the actual results. In all corgrabiere is n
price protection or similar privilege in relatiom the sale of goods.

Due to similar contractual terms, the Compamgvenue recognition policies do not differ amé@sgignificant product lines (i.e., sensor baseales verst
wireless products) and among various marketing egmsed by the Company (i.e., distributors anactigales force) and do not vary in different paftthe world.

Long-Lived Assets Including Goodwill and Other Acqured Intangible Assets
Longdived assets held and used by the Group and ifingissets, excluding goodwill, are reviewed fopamment whenever events or change
circumstances indicate that the carrying amoursuch assets may not be recoverable. The Groupatgaltecoverability of assets to be held and ugeximparin

the carrying amount of an asset to future net wodisted cash flows to be generated by the assmiclf assets are considered to be impaired, theriment loss i
measured by the amount by which the carrying amofitite assets exceeds the fair value of the asalketglated using a discounted future cash flovesyais.

41




Trade Receivables

Provision is made against trade receivables t@xtent that collection is considered to be doubffhis provision is primarily determined from ouonihly
aging analysis. It also requires judgment regarttiegcollectability of certain receivables, as aertreceivables may be identified as collectibkg tre subsequen
uncollectible and which could result in a subsedquenite-off of the related receivable to the stagenof operations. Most of the Compasytade receivables i
generally unsecured, except for two customers witieivables covered by credit insurance. To detezrttie necessity of a provision, the Company aealytze ac
of the receivables and the custorsembility to pay based on past payment histongrfaial statements and various information of theamer. Any change in t
collectability of accounts receivable that were po¢viously provided for could significantly changiee calculation of such provision and the resoltsour
operations.

Income Taxes, Deferred Income Taxes

The Company complies with ASC 740 which prescribecognition threshold and measurement attribidieshe financial statement recognition .
measurement of a tax position taken or expectdzttaken in a tax return. ASC 740 also provideslaute on derecognition, classification, interest panalties
accounting in interim periods, disclosure and fitsoors Only tax positions that meet the more-likéfyannot recognition threshold at the effective date rbe
recognized or continue to be recognized upon adiogif ASC 740. The Comparsyaccounting policy is to treat interest and péeslas a component of inco
taxes.

Amounts in the consolidated financial statementated to income taxes are calculated using theciplies of ASC 740. ASC 740 requires recognitio
deferred tax assets and liabilities for the expbdtture tax consequences of events that have inetrded in the financial statements or tax retutsisder thi:
method, deferred tax assets and liabilities arerdehed based on the temporary differences betweefinancial reporting basis and the tax basiagsiets ar
liabilities using enacted tax rates in effect foe fear in which the differences are expectedverse. Future tax benefits, such as net operatisgydarry forward
are recognized as deferred tax assets. Recognifedat tax assets are reduced by a valuation afiovif, based on the weight of available evideitds, more
likely than not that some portion or all of the eleéd tax asset will not be realized.

Research and Development, Patents and Licenses, Etc

We believe that our engineering and product devetop capabilities are important to the future sasa# our business. We have successfully lowere
costs of our research and development team by mauwst research and development activities to axilitfy in China and principally employing Chinesegineer
and technicians at costs that are substantiallgiddhan those that would be required in Hong Kddesearch and development costs are expensed fimaneia
period during which they are incurred.
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Trend Information

Although we are optimistic about our future in tmanufacture and sale of sendased scales products, we are dependent upon tadimiimber ¢
customers for a significant portion of our revenuwegl the loss of any of these customers could hawaterial adverse effect upon us and our restilbperation:
As of March 31, 2013, our backlog of manufacturarders was $8,033,000 as compared to $8,459,000 Msarch 31, 2012. We expect that the demand fo
products will increase in the fiscal year endingréfe31, 2014, compared with that in the fiscal yeradted March 31, 2013.

Off-Balance Sheet Arrangements

We do not have any offalance sheet arrangements that have, or are eddgdikely to have, a current or future effectaur financial condition, changes
financial condition, revenues or expenses, resiiltperations, liquidity, capital expenditures apital resources that are material to investors.

Recent Accounting Pronouncements
The new accounting pronouncements in the UnitettSthat may be relevant to the Group are as fstiow

In July 2012, the FASB issued Accounting Standaodate No. 2012-02, “Intangibles—Goodwill and OtfiEopic 350) Testing Indefinitéived Intangible
Assets for Impairment” (“ASU 2012-02")hich affords an entity the option to first assgssiitative factors to determine whether the existeof events ai
circumstances indicates that it is more likely thatthat an indefinitdéived intangible asset is impaired. If, after asggg the totality of events and circumstance
entity concludes that it is not more likely thart tiat the indefinitdived intangible asset is impaired, then the ensityot required to take further action. Howev
an entity concludes otherwise, then it is requiedetermine the fair value of the indefiniteed intangible asset and perform the quantitatimpairment test t
comparing the fair value with the carrying amourtte amendments are effective for annual and intéripairment tests performed for fiscal years beigigrafte
September 15, 2012. Early adoption is permitteduding for annual and interim impairment testsf@ened as of a date before July 27, 2012, if aipudaitity’s
financial statements for the most recent annuatterim period have not yet been issued. The Complaes not believe that adoption of ASU 2@2will have
significant impact on its financial position, resubf operations or cash flows.
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Item 6. Directors, Senior Management and Employees
Directors and Senior Management

Our board of directors and executive officers ated below:

Name Age Position with Bonso

Anthony So 70 Chairman of the Board, Chief Executive Officer and
Director, President and Treasurer

Andrew So 27 Director, Chief Operating Officer

Kim Wah Cuung 55 Director of Engineering and Research and Developmen
and Director

Woo-Ping Fox 64 Director

Henry F. Schlueter 62 Director and Assistant Secretary

Albert So 35 Director, Chief Financial Officer and Secretary

ANTHONY SO is the founder of Bonso. He has been ©nairman of the Board of Directors since July 1988 was appointed as the Chief Exect
Officer and President on November 16, 2006. Mrr&mived his BSE degree in civil engineering froatidbhal Taiwan University in 1967 and a Master degr
Business Administration (“MBA”from the Hong Kong campus of the University of Hidull, England in 1994. Mr. So has been Chairmathe Hong Kong Gt
Association since 1986 and also served as Chaiahtire Alumni Association of National Taiwan Uniggy for the 1993t994 academic years. Mr. So has servi
a trustee of the Chinese University of Hong KongwMAsia College since 1994.

ANDREW SO joined the Company in August 2009 andlfeen a director since February 25, 2012. Mr.8eeatly holds the position of Chief Operai
Officer and oversees the Compasyaily operations. Mr. So graduated with digtores in 2008 from the University of Toronto, Camadvith a Bachelor «
Commerce degree (BComm). From 2008 to 2009, poitwis employment with the Company, Mr. So worke@ &erivatives Analyst at State Street Trust Comy
Canada, Toronto, Canada.

KIM WAH CHUNG has been a director since Septemhbkr094. Mr. Chung has been employed by us sinéd a8d currently holds the position
Director of Engineering and Research and Developnin Chung is responsible for all research prigjend product development. Mr. Chungntire engineerir
career has been spent with Bonso, and he has beelndd in all of our major product developments. K@hung graduated with honors in 1981 from then€sx
University of Hong Kong with a Bachelor of Scierdegree in electronics.

WOO-PING FOK was elected to our Board of Directors ept8mber 21, 1994. Mr. Fok has practiced law indHong since 1991 and is a Consul
with Messrs. C.K. Mok & Co. Mr. Fok'major areas of practice include conveyancingraatiproperty law, corporations and business lamroercial transactio
and international trade with a special emphas@Shima trade matters. Mr. Fok was admitted to thea@&n Bar as a Barrister & Solicitor in Decemb@87 and we
a partner in the law firm of Woo & Fok, a Canadlaw firm with its head office in Edmonton, Albert&8anada. In 1991, Mr. Fok was qualified to practee:
Solicitor of England & Wales, a Solicitor of HongHKg and a Barrister & Solicitor of Australian CapbiTerritory.

HENRY F. SCHLUETER has been a director since Oc¢t@81 and has been our Assistant Secretary sintteh€ 6, 1988. Since 1992, Mr. Schluetet
been the Managing Director of Schlueter & AssosiakeC., a law firm, practicing in the areas ofusies, mergers and acquisitions, finance and@ate law. Mr
Schlueter has served as our United States corpanatesecurities counsel since 1988. From 1989 €4 ,18rior to establishing Schlueter & Associate€;. PMr.
Schlueter was a partner in the Denver, Coloradicefff Kutak Rock (formerly Kutak, Rock & Campbel§nd from 1984 to 1989, he was a partner in thevBx
office of Nelson & Harding. Mr. Schlueter is a mesnlof the American Institute of Certified Public @&untants, the Colorado and Denver Bar Associatamg th:
Wyoming State Bar.
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ALBERT SO was appointed as the Chief Financial Offethe Company in March 2009. Mr. So was firstpbsged as the Financial Controller of
Company in January 2008 and as a management tiafitiee Company in November 2004. Mr. So has lzedinector since March 1, 2013. Prior to his empley
as a management trainee of the Company, Mr. Soawsiadent. Mr. So is a Certified Management Actanin Financial Risk Manager, and received a M
degree in Business Administration from HeMug&tt University, Edinburgh, United Kingdom, and adBelor degree in Mathematics from Simon Frasevésngity ir
Burnaby, British Columbia, Canada.

Anthony So, the Company’s President, Chief Exeeu@®fficer and Chairman of the Board of Directorshis father of Andrew So, the CompasChie
Operating Officer, and Albert So, the Company’seEkiinancial Officer.

No arrangement or understanding exists betweersacly director or officer and any other personsyamtsto which any director or executive officer "
elected as a director or executive officer. Ouedhors are elected annually and serve until theicassors take office or until their death, resignaor removal. Th
executive officers serve at the pleasure of ther@oéDirectors.

Compensation

The aggregate amount of compensation paid by usansubsidiaries during the year ended March 81320 all directors, former directors and officat
a group for services in all capacities was $1,339,07otal compensation for the benefit of Anthory Bas $857,000, for the benefit of Kim Wah Chungs
$160,000, for the benefit of Andrew So was $124,G60 the benefit of Albert So was $124,000 and tfee benefit of Henry F. Schlueter was an aggregt
$74,000. The $74,000 listed as having been paith®benefit of Mr. Schlueter was paid to his lamnf Schlueter & Associates, P.C., for legal sezsicendere
The amount for the year ended March 31, 2013, derluunpaid vacation payments of $57,000, $9,00@085for Anthony So, Kim Wah Chung, and Albert
respectively.

We did not set aside or accrue any amounts to geopension, retirement or similar benefits for clioes and officers for the fiscal year ended Masdt
2013, other than contributions to our Providentd-Btan, which aggregated $16,000 for officers anettbrs.

Employment Agreements

We have employment agreements with Anthony So aimd Wah Chung. Mr. S@ employment agreement provides for a maximum yesalary o
approximately $800,000 per year plus bonus, andditungs employment agreement provides for a maximum yeathry of approximately $200,000 per year
bonus, as stated in their respective employmergemgents, which expired on March 31, 2013. One efttoperties of the Group in Hong Kong is also ates tc
Mr. So as part of his compensation. Mr. Seimployment agreement contained a provision untlieh we would have been obligated to pay Mr. $ec@hpensatio
for the remainder of his employment agreement ael tfimes his annual salary and bonus compensiftianchange of control, as defined in his employ:
agreement occurs. Both employment agreements witholly So and Kim Wah Chung were renewed autoniigtieand the respective employment agreements
expire on March 31, 2014.
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Options of Directors and Senior Management

The following table provides information concernimgtions owned by the directors and senior manageateMarch 31, 2013.

Number of Common Shares

Name Subject to Exercise Price
Stock Options Per Share Expiration Date
Woc-Ping Fok 10,00( $ 6.12 March 25, 201«
10,00( $ 6.2C September 12, 201
10,00(¢ $ 4.5C December 4, 201
Henry F. Schluete 10,00( $ 6.12 March 25, 201«
10,00( $ 6.2C September 12, 201
10,00(¢ $ 4.5C December 4, 201

Directors

Except as mentioned above, our directors do nefve@ny additional monetary compensation for sgrium their capacities. All directors are reimburer
all reasonable expenses incurred in connection tvétin services as a director.

Employee retirement benefits

(a) With effect from January 1, 1988, BEL, a whedhned foreign subsidiary of the Company in Hong #oimplemented a defined contribution plan
“Plan”) with a major international assurance company teigeolife insurance and retirement benefits foreitsployees. All permanent full time employ
who joined BEL before December 2000, excludingdactvorkers, are eligible to join the provident éuplan. Eligible employees of the Plan are requio
contribute 5% of their monthly salary, while BELrejuired to contribute from 5% to 10% based orefiggble employees salary, depending on the nurr
of years of the eligible employ’s service

The Mandatory Provident Fund (the “MPRijas introduced by the Hong Kong Government and cenued in December 2000. BEL joined the MPI
implementing a plan with a major international aasge company. All permanent Hong Kong full timepéogees who joined BEL on or after Decen
2000, excluding factory workers, are eligible tmjthe MPF. Eligible employees’ and the emplogerontributions to the MPF are both at 5% of thgilek
employees monthly salary and are subject to a maximum nmtanga&ontribution of HK$1,000 (US$128) monthly. Theaximum mandatory contributi
was increased to HK$1,250 (US$160) monthly starfiiogn June 1, 2012.
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Pursuant to the relevant PRC regulations, the Gi®ugquired to make contributions for each empoy rates based upon the employestandard sala
base as determined by the local Social Securitg&urto a defined contribution retirement schengardeed by the local Social Security Bureau in ee!
of the retirement benefits for the Group’s emplayigethe PRC.

(b) The contributions to each of the above schemercaognized as employee benefit expense when tieeguar and are charged to the consolidated stat
of income (loss). The Group'total contributions to the above schemes fory#srs ended March 31, 2011, 2012 and 2013 amouatagproximatel
$318,000, $239,000 and $225,000, respectively. Ailoeip has no other obligation to make paymentsspect of retirement benefits of the employ

Board Practices

All directors hold office until our next annual ntieg) of shareholders or until their respective sssors are duly elected and qualified or theirtjpos ar
earlier vacated by resignation or otherwise. Akaxive officers are appointed by the Board andeset the pleasure of the Board. There are no tdireervic
contracts providing for benefits upon terminatidremployment or directorship.

NASDAQ Exemptions and Home Country Practices

NASDAQ Marketplace Rule 4350 provides that foreivate issuers may elect to follow certain homantoy corporate governance practices so lor
they provide NASDAQ with a letter from outside csehin its home country certifying that the isslsecorporate governance practices are not protitigehom:
country law.

On July 19, 2005, we submitted a letter to NASDA«Qtifying that certain of Bonso’s corporate goverce practices are not prohibited by the releleant
of the British Virgin Islands. We will follow Brisih Virgin Island law in respect to the followingjtérements:

A majority of Bons's board of directors will not be independe
Bonso will not have a nominating committ

Bonso will not have a compensation commit

Bonsc's independent directors will not meet in execusigssion; an
Bonsc('s audit committee may have only one mem

Audit Committee

Mr. Woo Ping Fok and Mr. Henry F. Schlueter are mhembers of the Audit Committee. Mr. Fok is “indegdent” as defined in the NASDAQ listit
standards, and Mr. Schlueter may not be consid@rddpendent” since his law firm serves as Bon&fristed States counsel.
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The Audit Committee was established to: (i) reviemd approve the scope of audit procedures emplbyedur independent auditors; (ii) review :
approve the audit reports rendered by our indeperaleditors; (iii) approve the audit fee chargedtty independent auditors; (iv) report to the Baagfrdirector:
with respect to such matters; (v) recommend thectieh of independent auditors; and (vi) dischangeh other responsibilities as may be delegatédram time tc
time by the Board of Directors. Effective as of Ay 17, 2000, the Board of Directors adopted a &romarter for its Audit Committee, which was amet
effective June 30, 2005.

Employees

At March 31, 2013, we employed a total of 1,127spas, as compared to 1,299 persons at March 32, &3d 1,487 persons at March 31, 2011
employees in Hong Kong (12 in 2012 and 14 in 2011)14 employees in China (1,287 in 2012 and 1jA73011). Employees are not covered by colle:
bargaining agreements. We consider our global Ipkastices and employee relations to be good.
Share Ownership

The following table shows the number of sharesoofimon stock beneficially owned by our directors ardcutive officers as of June 30, 2013:

Total Number

Shares of of Shares of

Common Stocl Common Stocl Percent o

Owned of Beneficially Beneficial

Name Record Options Helc Owned Ownershig
Anthony Sa 2,281,77(W 0 2,281,77! 40.9%
Kim Wah Chunc 93,70( 0 93,70( 1.7%
Henry F. Schluete 34,00( 30,000 64,00( 1.1%
Woa-Ping Fok 66,50 30,0001 96,50 1.7%
Andrew Sc 0 0 0 0%
Albert So 0 0 0 0%
All Directors and Officers as a group (6 persc 2,475,97 60,00( 2,535,97 45.(%

Note: The number of shares outstanding is 5,246s8@8es, with 5,577,639 total number of sharegdswhich includes 330,736 shares in treasury.cBieulation
above are based upon the number of shares iss&67a1,639

1) Includes 1,143,421 shares of common stock owneteadrd by a corporation that is wholly owned byrast of which Mr. So is the sc
beneficiary.
(2) Includes options to purchase 10,000 shares of canstazk at an exercise price of $6.12 expiring aardit 25, 2014, options to purchase 10

shares of common stock at an exercise price of0§ee? share expiring on September 12, 2014 androptd purchase 10,000 shares of con
stock at an exercise price of $4.50 per share iegpin December 4, 201

3) Includes options to purchase 10,000 shares of canstazk at an exercise price of $6.12 expiring aardit 25, 2014, options to purchase 10
shares of common stock at an exercise price of0§ee? share expiring on September 12, 2014 androptd purchase 10,000 shares of con
stock at an exercise price of $4.50 per share iegpin December 4, 201
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Stock Option and Bonus Plans
The 1996 Stock Option Plan

In October 1996, our stockholders adopted the 1D@6k Option Plan (the “Employees’ Planiyhich provides for the grant of options to purchas
aggregate of not more than 400,000 shares of aummm stock. In January 2000, our shareholders apgrthe proposal of the Board of Directors to iaseefron
400,000 to 900,000 in the aggregate the numbeptidérts to purchase common stock under the Employdias. The purpose of the Employe&$an is to mak
options available to management and employeesdier ¢o encourage them to secure or increase oarradke terms their stock ownership and to encouttzga tc
remain with the Company.

The EmployeesPlan is administered by a committee appointed leyBbard of Directors which determines the personbet granted options under
EmployeesPlan, the number of shares subject to each optierexercise price of each option and the optigiogesubject to the requirement that no option e
exercisable more than ten years after the dateaoft.gThe exercise price of an option may be leas the fair market value of the underlying sharfesommot
stock. No options granted under the Employ&ah are transferable by the optionee other thamilbypr the laws of descent and distribution, a&th option will b
exercisable during the lifetime of the optioneeydny such optionee.

The exercise price of an option granted pursuatitadEmployeesPlan may be paid in cash, by the surrender of ngtim common stock, in other prope
including the optionee’s promissory note, or byombination of the above, at our discretion.

During the fiscal year ended March 31, 2013, ndomgtwere granted under the Employees’ Plan.
The 2004 Stock Option Plan

On March 23, 2004, our stockholders adopted thet 2Z810ck Option Plan (the “2004 Planthich provides for the grant of up to six hundridusan
(600,000) shares of the Company’s common stockerfdrm of stock options, subject to certain adpesits as described in the 2004 Plan.

The purpose of the 2004 Plan is to secure key grapito remain in the employ of the Company arehtmurage such employees to secure or incre:

reasonable terms their common stock ownership énGbmpany. The Company believes that the 2004 plamotes continuity of management and incre
incentive and personal interest in the welfarehef€ompany.
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The 2004 Plan is administered by a committee appaiby the Board of Directors, which consists ofeaist two but not more than three members ¢
Board, one of whom shall be a non-employee of then@any. The committee members currently are Antfmand Wod?ing Fok. The committee determines
specific terms of the options granted, including #mployees to be granted options under the ghennamber of shares subject to each option graatexercis
price of each option and the option period, suli@¢he requirement that no option may be exertésatore than 10 years after the date of grant.eMegcise pric
of an option may be less than the fair market valughe underlying shares of common stock. No oygtigranted under the plan will be transferablehgydptione
other than by will or the laws of descent and distion, and each option will be exercisable duting lifetime of the optionee only by the optionee.

The exercise price of an option granted pursuanhéo2004 Plan may be paid in cash, by the surreoideptions, in common stock, in other prope
including a promissory note from the optionee, patxombination of the above, at the discretiothefCommittee.

As of March 31, 2013, no options had been grantettuthe 2004 Plan.
2004 Stock Bonus Plan

On September 7, 2004, our stockholders adopte@d@fé Stock Bonus Plan (the “Stock Bonus Plawhich authorizes the issuance of up to five hun
thousand (500,000) shares of the Company’s Comrtamrk $1 the form of stock a stock bonus.

The purpose of this Stock Bonus Plan is to: (iuirel key employees to remain in the employ of then@any or of any subsidiary of the Company;
encourage such employees to secure or increasestbek ownership in the Company; and (iii) rewardployees, noemployee directors, advisors and consul
for services rendered, or to be rendered, to oth@benefit of the Company or any of its subsid&rThe Company believes that the Stock Bonus Wihpromote
continuity of management and increased incentivepgmsonal interest in the welfare of the Company.

The Stock Bonus Plan shall be administered by awittee appointed by the Board of Directors whichsists of at least two but not more than three
members of the Board, one of whom shall be a nopl@ree of the Company. The Committee members cilyrare Anthony So and Woo-Ping Fok. The
Committee has the authority, in its sole discret{@rto determine the parties to receive bonuslstthe times when they shall receive such awahésnumber of
shares to be issued and the time, terms and comslitif the issuance of any such shares; (ii) tetcoa and interpret the terms of the Stock Bonas;Rlii) to
establish, amend and rescind rules and regulafiorike administration of the Stock Bonus Plan; émpto make all other determinations necessargdwisable for
administering the Stock Bonus Plan.

As of March 31, 2013, no shares had been grantéeruhe Stock Bonus Plan.
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Item 7. Major Shareholders and Related Party Transations
Major shareholders
We are not directly or indirectly owned or contedllby any foreign government or by another corpamafThe following table sets forth, as of June

2013, beneficial ownership of our common stock bgheperson, to the best of our knowledge, knowown beneficially 5% or more of our common st
outstanding as of such date. Except as otherwilieated, all shares are owned directly and holdkeguting rights.

Shares of Options to Percent of
Common Stock Purchase Beneficial

Name Owned Common Stocl Ownershig®
Anthony Sc 2,281,77(®@ — 40.9%
W. Douglas Morelan: 501,40( — 8.9%%
CAS Corporatior 290,65:¢ — 5.21%

1) Based on beneficial ownership of both sharesaimon stock and of options to purchase commark st@t are immediately exercisable. The
calculations above are based upon the number eésissued of 5,577,63

2) Includes 1,143,421 shares of common stock owneteadrd by a corporation that is wholly owned byrast of which Mr. So is the sc

beneficiary. Effective March 31, 2011, John Stewlatkson, IV, a former director of the Company #88,575 shares of $0.003 par value o
Company in a private sale of stock to Anthony Sodimss proceeds of One Million One Hundred ThEfght Thousand Nine Hundred Thi
Seven Dollars and Fifty cents (USD$1,138,937.50%250 per share. Effective March 31, 2011, AnthSo purchased 200,000 shares of $(
par value common stock of Bonso in a private pwsehaf stock from an individual for gross proceeti¥lwree Hundred and Twenty Thous
Dollars (USD$320,000), or $1.60 per sh
There are no arrangements known to us which maysabsequent date result in a change in conttbleo€ompany.
Related Party Transactions

During the fiscal years ended March 31, 2011, 2a84@ 2013, we paid Schlueter & Associates, P.C. ggregate of $87,000, $68,000 and $74,
respectively for legal fees. Mr. Henry F. Schluggedirector of the Company, is the Managing Doecf Schlueter & Associates, P.C.

Interests of Experts and Counsel
Not Applicable to Bonso.
Legal Proceedings
Not Applicable to Bonso.
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Item 8. Financial Information
Financial Statements
Our Consolidated Financial Statements are set fortler Item 18. - Financial Statements.
Item 9. The Offer and Listing
Offer and Listing Details
Our common stock is traded only in the United Staieer-thecounter market. It is quoted on the NASDAQ Capltrket under the trading syml
“BNSO.” The following table sets forth, for the periodsigaded, the range of high and low closing salesegriper share reported by NASDAQ. The quota

represent prices between dealers and do not incaidik markup, markdown or commissions and maynegessarily represent actual transactions.

The following table sets forth the high and lowesptices for each of the last five years:

Period High Low
April 1, 2008 to March 31, 20C $ 24t % 0.0z
April 1, 2009 to March 31, 201 $ 14z $ 0.67
April 1, 2010 to March 31, 201 $ 244 % 0.8¢
April 1, 2011 to March 31, 201 $ 28C $ 1.07
April 1, 2012 to March 31, 201 $ 18 $ 0.8¢

The following table sets forth the high and lowesptices during each of the quarters in the two-pedod ended June 30, 2013.

Period High Low
July 1, 2011 to September 30, 2( $ 28C $ L8
October 1, 2011 to December 31, 2( $ 151 % 1.07
January 1, 2012 to March 31, 2C $ 1.3 $ iz
April 1, 2012 to June 30, 20: $ 1.8 $ 0.92
July 1, 2012 to September 30, 2( $ 1.1C $ 0.8¢
October 1, 2012 to December 31, 2( $ 172 $ 0.97
January 1, 2013 to March 31, 2C $ 166 $ 1.28
April 1, 2013 to June 30, 20: $ 1.5¢ $ 1.3
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The following table sets forth the high and lowesptices during each of the most recent six months.

Period High Low
January 201 $ 1.5¢ $ 1.2t
February 201: $ 1.6¢€ $ 1.34
March 201z $ 1.61 $ 1.31
April 2013 $ 1.4¢ $ 1.34
May 2013 $ 1.4¢ $ 1.3:
June 201 $ 1.5¢€ $ 1.3¢

On July 15, 2013, the closing price of our commirtls was $1.55. Of the 5,577,639 shares of comrtmek $ssued as of June 30, 2013, 5,246,903 s
were outstanding, 3,161,877 shares were held itthied States by 177 holders of record and 330sh2es were held by the Company as treasury téekhavi
185 shareholders of record and estimate that we 5a¥ shareholders holding their stock in streeten@who have not objected to their names beindadied to us).
Transfer and Warrant Agent

The transfer agent and registrar for the commockstoComputershare, 1745 Gardena Avenue #200d@lenCalifornia 91204.

Item 10. Additional Information
Share Capital

Our authorized capital is $170,000, consisting 8f333,334 shares of common stock, $0.003 par vadueshare, and 10,000,000 authorized shar
preferred stock, $0.01 par value, divided into 2,800 shares each of class A preferred stock, Blggeferred stock, class C preferred stock ansisdlapreferre
stock. Information with respect to the number ddrsls of common stock outstanding at the beginnimbad the end of the last three fiscal years isgmed in th
Consolidated Statements of Changes in Sharehol8gtsty for the fiscal years ended March 31, 2@11,2 and 2013 included herein in Item 18.

At June 30, 2013, there were 5,577,639 shares oftommon stock issued, 5,246,903 shares were adietg and 330,736 shares were held by
Company in treasury. All shares were fully paidatidition, we had outstanding 110,000 options telpse common stock as follows:

Exercise Price pe

Number of Option Share Expiration Date
40,000 $ 6.12 March 25, 201
40,000 $ 6.2(C September 12, 20
30,000 $ 4.5C December 4, 20:

At June 30, 2013, there were no shares of our pegfestock outstanding.
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Memorandum and Articles of Association

We are registered in the British Virgin Islands drave been assigned company number 9032 in thsteegif companies. Our registered agent is t
Services Limited at Craigmuir Chambers, P.O. BoxRdad Town, Tortola, British Virgin Islands. Thbeject or purpose of the Company is to engage inaaty
activity that is not prohibited under British Virglslands law as set forth in Paragraph 4 of oumdl@ndum of Association. As an International Bussn€ompan'
we are prohibited from doing business with pers@ssdent in the British Virgin Islands, owning resdtate in the British Virgin Islands or actingadank o
insurance company. We do not believe that theseatéans materially affect our operations.

Paragraph 57(c) of our Amended Articles of Assamima{the “Articles”) provides that a director may be counted as one @dcum in respect of a
contract or arrangement in which the director isemally interested; however, if the agreementransaction cannot be approved by a resolutionrettirs withot
counting the vote or consent of any interestedctiire the agreement or transaction may only balstgd by approval or ratification by a resolutidritee member:
Paragraph 53 of the Articles allows the directorsvdte compensation to themselves in respect efcgs rendered to the Company. Paragraph 66 oAttiees
provides that the directors may by resolution eiserall the powers of the Company to borrow monay t@ mortgage or charge its undertakings and prppe any
part thereof, to issue debentures, debenture stodlother securities whenever money is borroweakaecurity for any debt, liability or obligatiohaurs or of an
third party. Such borrowing powers can be altergdil amendment to the Articles. There is no prowisn the Articles for the mandatory retirementdactors
Directors are not required to own shares of the @ in order to serve as directors.

Our authorized share capital is $170,000, divided 23,333,334 shares of common stock, $0.003 alaeyand 10,000,000 authorized shares of pret
stock, $0.01 par value. Holders of our common staekentitled to one vote for each whole sharelbmaitters to be voted upon by shareholders, irntyudhe
election of directors. Holders of our common stdoknot have cumulative voting rights in the elettis directors. All of our common shares are eqoaach othe
with respect to liquidation and dividend rights.|éieys of our common shares are entitled to receividends if and when declared by our board ofades out o
funds legally available therefor under British \firgslands law. In the event of our liquidation| assets available for distribution to the holdefur commo
shares are distributable among them according @ thspective holdings. Holders of our common Istbave no preemptive rights to purchase any addil
unissued common shares. No shares of our prefstoet have been issued; however, the board oftdiebas the ability to determine the rights, pefees an
restrictions of the preferred stock at their diore

Paragraph 7 of the Memorandum of Association pewithat without prejudice to any special rightsvimesly conferred on the holders of any exis
shares, any share may be issued with such prefateéeirred or other special rights or such resbnst whether in regard to dividend, voting, retofrcapital o
otherwise, as the directors may from time to tiratedmine.

Paragraph 10 of the Memorandum of Association piexithat if at any time the authorized share caigitdivided into different classes or series clrgls
the rights attached to any class or series mayhed/with the consent in writing of the holdersot less than threfurths of the issued shares of any other cle
series of shares which may be affected by suclatami
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Paragraph 105 of the Articles of Association pregidhat our Memorandum and Articles of Associatitay be amended by a resolution of members
resolution of directors. Thus, our board of direstevithout shareholder approval may amend our Mamdum and Articles of Association. This inclu
amendments to increase or reduce our authorizethtsfock. Our ability to amend our Memorandum @mticles of Association without shareholder apgosoulc
have the effect of delaying, deterring or prevemtirchange in control of the Company, includingrader offer to purchase our common shares at aigmever thi
then current market price.

Provisions in respect of the holding of general tings and extraordinary general meetings are dehdearagraphs 68 through 77 of the Articles andet
the International Business Companies Act. The treanay convene meetings of the members at songstand in such manner and places as the direxinside
necessary or desirable, and they shall convene @unheting upon the written request of membersimglthore than 30% of the votes of our outstandiating
shares.

British Virgin Islands law and our Memorandum andiéles of Association impose no limitations on tight of nonresident or foreign owners to holi
vote our securities. There are no provisions inMlenorandum and Articles of Association governing bwnership threshold above which shareholder mship
must be disclosed.

A copy of our Memorandum and Atrticles of Associatias amended, was filed as an exhibit to our Regjsn Statement on Form F-2 (SEC File No. 333-
32524).

Material Contracts

The following summarizes each material contradiepthan contracts entered into in the ordinarysmwof business, to which Bonso or any subsidi#
Bonso is a party, for the two years immediatelycpding the filing of this report:

We signed a Banking Facility Letter dated Februgr2013 with Hang Seng Bank for an HK$78,000,0@@leof credit, trust receipt facility, export C
bills, export trade loan, factoring and overdraitifity. A copy of this Banking Facilities Lettes attached to this Annual Report on FormR28s Exhibit 4.1 and
incorporated herein by this reference.

We signed a rental agreement dated June 28, 2Gh3Skenzhen Mei Ya Print Co, Ltd., for renting th't Shenzhen factory for six years. An abrid
English translation of the rental agreement iscagd to this Annual Report on Form 20-F as ExHilfitand is incorporated herein by this reference.

Exchange Controls

There are no exchange control restrictions on paysnaf dividends on our common stock or on the aehdf our operations either in Hong Kong, wt
our principal executive offices are located, or Bréish Virgin Islands, where we are incorporat@ther jurisdictions in which we conduct operationay hav
various exchange controls. Taxation and repatriadfoprofits regarding our China operations arautagd by Chinese laws and regulations. With resigecur PR(
subsidiaries, with the exception of a requireméat aipproximately 11% of profits be reserved fduffe developments and staff welfare, there areestictions o
the payment of dividends and the removal of divideftom China once all taxes are paid and assesgbtbsses, if any, from previous years have besstengooc
To date, these controls have not had, and arexpatceed to have, a material impact on our finan@allts. There are no material British Virgin fela laws th:
impose foreign exchange controls on us or thatcatfee payment of dividends, interest or other payts to holders of our securities who are not egg&lof th
British Virgin Islands. British Virgin Islands la@nd our Memorandum and Articles of Association isgmo limitations on the right of nonresident orefgr
owners to hold or vote our securities.
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Taxation

No reciprocal tax treaty regarding withholding ¢xibetween the United States and the British Vitglands. Under current British Virgin Islands |
dividends, interest or royalties paid by us towidlials are not subject to tax as long as the iexigs not a resident of the British Virgin Islandf we were to pay
dividend, we would not be liable to withhold any,taut shareholders would receive gross divideifidsy, irrespective of their residential or natibstatus.

Dividends, if any, paid to any United States reside citizen shareholder are treated as divideodrme for United States federal income tax purpdSest
dividends are not eligible for the 70% dividendseived deduction allowed to United States cotjmra on dividends from a domestic corporation urfsectior
243 of the Internal Revenue Code. Various InteReenue Code provisions impose special taxes tinerircumstances on ndgrited States corporations ¢
their shareholders. You are urged to consult yaxiatvisor with regard to such possibilities andry@mwn tax situation.

A foreign corporation will be treated as a pasdiweign investment company (“PFICTr United States federal income tax purposesfiérapplyin¢
relevant lookthrough rules with respect to the income and assgetabsidiaries, 75% or more of its gross incomescsts of certain types of passive income or
or more of the gross value of its assets is atille to assets that produce passive income dradgefor the production of passive income. For thispose, passi
income generally includes dividends, interest, i3, rents (other that rents and royalties derivethe active conduct of a trade or business)ugies and gair
from assets that produce passive income. We pigseelieve that we are not a PFIC and do not gudiei becoming a PFIC. This is, however, a fa
determination made on an annual basis and is dubjebange. If we were to be classified as a RRFl&y taxable year, (i) U.S. holders would gergitaé require
to treat any gain on sales of our shares held &y ths ordinary income and to pay an interest chamgbe value of the deferral of their United Stefederal incomr
tax attributable to such gain and (ii) distribusguaid by us to our United States holders could léssubject to an interest charge. In additionyweald not provid
information to our United States holders that woerdble them to make a “qualified electing fustEction under which, generally, in lieu of theefigoing treatmer
our earnings would be currently included in themited States federal income.

In addition to United States federal income taxat&hareholders may be subject to state and lagestupon their receipt of dividends.
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Documents on Display

You may read and copy documents referred to inAhisual Report on Form 20-F that have been filethwie SEC at the SE€Public Reference Roo
450 Fifth Street, N.W., Washington, D.C. You mayait information on the operation of the Public &ehce Room by calling the SEC at 1-800-SE30. Yol
can also obtain copies of our SEC filings by gdimghe SEC’s website at http://www.sec.gov.

The SEC allows us to “incorporate by referent®® information we file with the SEC. This meanattive can disclose important information to yot
referring you to another document filed separatéth the SEC. The information incorporated by refere is considered to be part of this Annual Repoform 20-
F.

Item 11. Quantitative and Qualitative Disclosures Aout Market Risk

We are exposed to a certain level of interestrigkeand foreign currency exchange risk.
Interest Rate Risk

Our interest rate risk primarily arises from oundeterm debt and our general banking facilitiesafarch 31, 2013, there was no Iaegm debt. We he
utilized approximately $3,813,000 of our total bagkfacilities of $10,000,000. Based on the mayupitofile and composition of our lortgrm debt and gene
banking facilities, including the fact that our kang facilities are at variable interest rates,esémate that changes in interest rates will neeteamaterial impact «
our operating results or cash flows. We intend smage our interest rate risk through appropriateolng strategies. We have not entered into ister@te swap

risk management agreements; however, it is posgibteve may do so in the future.

A summary of our debts as at March 31, 2013 whiehevsubjected to variable interest rates is asbelo

March 31, Interest
2013 Rate
Notes payabli $ 2,276,00! HIBOR + 2.5%
Bank overdraf- securec $ 180,00t PRIME + 1%
Factoring $ 332,00( HIBOR + 1.5%
Shor-term loan $ 1,025,00 HIBOR + 2.25%

(Note: HIBOR is the Hong Kong Interbank Offer Rate)
All the balances above are due within one year.
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A change in the interest rate of 1% will increase@crease the interest expense of the Compangwemately $21,000.

For further information concerning our banking ftieis, the interest rates payable and repaymenigeplease see Note 7 to our Consolidated Fink
Statements included elsewhere in this Annual Report

Foreign Currency Exchange Rates

For a discussion of our Foreign Currency Exchanigk,FSee Item 5. - Operating and Financial Revied Rrospects, “Foreign Currency Exchange Rates.”
Item 12. Description of Securities Other Than Equiy Securities

Not applicable to Bonso.

PART Il

Item 13. Defaults, Dividend Arrearages and Delinquecies

None.
Item 14. Material Modifications to the Rights of Seurity Holders and Use of Proceeds

None.
Item 15. Controls and Procedures

The Companys management, with the participation of its Chigéé&utive Officer and the Chief Financial Officegnducted an evaluation of our disclos
controls and procedures, as defined in paragrgpdf Rule 13a-15 or 15d-15 under the Exchange #&f March 31, 2013.

Based on this evaluation, Anthony So, the Chiefdakige Officer, and Albert So, the Chief Finand@fficer, have concluded that, as of March 31, 2@4é
Companys disclosure controls and procedures were effettiiovide reasonable assurance that informagqgnired to be disclosed by the Company in rept
files or submits under the Exchange Act is recorgedcessed, summarized and reported within the periods specified in the rules and forms of tB€ Sanc
included controls and procedures designed to erntaténformation required to be disclosed by tlmmPany in such reports is accumulated and commignide
the Company’s management, including the Comma@hief Executive Officer and Chief Financial O#fic as appropriate, to allow timely decisions rduay
required disclosure.

Management’s Report on Internal Control over Finangal Reporting

Management of the Company is responsible for dstaby and maintaining adequate internal contrardinancial reporting, as such term is define
Exchange Act Rules 13a-15(f) and 15d-15(f). The @amy’s internal control over financial reporting is @gess designed to provide reasonable assuranaeire
the reliability of financial reporting and the pegption of financial statements for external pugsos accordance with applicable generally acceptetuntini
principles. A company internal control over financial reporting incledthose policies and procedures that: (1) per@ithé maintenance of records thai
reasonable detail, accurately and fairly refleet ttansactions and dispositions of the assetseoCthmpany; (2) provide reasonable assurance tadéactions a
recorded as necessary to permit preparation ofidiahstatements in accordance with generally gedegccounting principles, and that receipts aqbeditures ¢
the Company are being made only in accordance auithorizations of management and directors of the@any; and (3) provide reasonable assurance iiag
prevention or timely detection of unauthorized asitjon, use or disposition of the company’s astets could have a material effect on the finansiatements.
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Because of its inherent limitations, internal cohtwver financial reporting may not prevent or détmisstatements. Also, projections of any evatuabi
effectiveness to future periods are subject tailethat controls may become inadequate becausbasfges in conditions or that the degree of canpé with th
policies or procedures may deteriorate.

The Company’s management has evaluated the efeeths of the Comparsyinternal control over financial reporting as ofiidh 31, 2013 based ug
criteria established in Internal Control Integrate@mework issued by the Committee of Sponsoringa@rations of the Treadway Commission. Based @
assessment, the Company’s management, includir@hitsf Executive Officer and Chief Financial Officeoncluded that, as of March 31, 2013, the Compjzan
internal control over financial reporting was effee based on these criteria.

Changes in internal controls over financial reporthg

There were no changes in the Comparigiternal controls over financial reporting durihg year ended March 31, 2013 that have matesdfiécted, or al
reasonably likely to materially affect, our intekoantrol over financial reporting.

Item 16. Reserved
Item 16A. Audit Committee Financial Expert

Henry F. Schlueter is a member of the Company’sitA\dmmittee and is deemed to be a financial exirt Schlueter, the Comparsybutside securiti
counsel, may not be deemed to be “independentimilie definition of “independence” published by SBAQ.

Iltem 16B. Code of Ethics

We have adopted a code of ethics that applies tc&Chief Executive Officer and Chief Financial O#ic We intend to disclose any changes in, or wa
from, our code of ethics by filing a Form 6-K. Stbolders may request a free copy in print form fraun Chief Financial Officer at:

Bonso Electronics International, Inc.
Unit 1404, 14/F, Cheuk Nang Centre
9 Hillwood Road, Tsimshatsui
Kowloon

Hong Kong
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Item 16C. Principal Accountant Fees and Services
Audit Committee’s Pre-approval Policies and Procedu

The Audit Committee must pre-approve the audit moitaudit services performed by the independent auditorder to assure that the provision of ¢
services does not impair the auditor's independdefore the Company or any of its subsidiariesageghe independent auditor to render a servieegtijageme
must be either:

(1) specifically approved by the Audit Committee; o
(2) entered into pursuant to this Pre-Approval 8ol

The term of any pre-approval is 12 months fromdate of preapproval, unless the Audit Committee specificaligyides for a different period. The Au
Committee may periodically revise the list of pgpeoved services.

The Audit Committee may delegate meproval authority to one or more of its membetsge Thember or members to whom such authority iggdédel sha
report any prexpproval decisions to the Audit Committee at itxtnecheduled meeting. The Audit Committee may neleghte to management the Al
Committee's responsibilities to pre-approve ses/erformed by the independent auditor.

The Audit Committee must specifically papprove the terms of the annual audit servicesgargant. The Audit Committee shall approve, if neags an
changes in terms resulting from changes in audpescCompany structure or other matters. In additicthe annual audit services engagement apptoyéte Audi
Committee, the Audit Committee may grant pre-apatéor other audit services, which are those ses/tbat only the independent auditor reasonablypoavide.

The Audit Committee may grant pre-approval to thpsemissible noraudit services classified as other services thaelieves would not impair t
independence of the auditor, including those thatautine and recurring services.

The Audit Committee may consider the amount or eanigestimated fees as a factor in determining drea proposed service would impair the aud
independence. Where the Audit Committee has apdrameestimated fee for a service, the gpproval applies to all services described in thyeaval. However, i
the event the invoice in respect of any such seriganaterially in excess of the estimated amoumage, the Audit Committee must approve such sxegnour
prior to payment of the invoice. The Audit Commettexpects that any requests to pay invoices inssxgtthe estimated amounts will include an exglanaas t
the reason for the overage. The Company'’s indeperzdelitor will be informed of this policy.

60




The Company’s management shall inform the Audit @ittee of each service performed by the independeditor pursuant to this PAgpproval Policy
Requests or applications to provide services #mglire separate approval by the Audit Committed bleasubmitted to the Audit Committee by both ithéepender
auditor and the Chief Financial Officer and musiude a joint statement as to whether, in theiwyithe request or application is consistent with #EC5 and th
Public Company Accounting Oversight Board (Unitédt&s)’s rules on auditor independence.

The Audit Fees indicated below was pre-approvethbyAudit Committee before the auditor commenceif thork.

Audit Fees

The aggregate fees billed by Moore Stephens fdepstmnal services rendered for the audit of they@my’s annual consolidated financial statements fo
the fiscal years ended March 31, 2013 and 2012 $&86,000 and $180,000, respectively.

Audit Related Fees

There were no fees billed by Moore Stephens fofegsional services rendered for assurance an@dedatvices that were reasonably related to the
performance of the audit and are not reported aboder “Audit Fees” for the fiscal year ended MaBdh 2013 and for the fiscal year ended March 8122

Tax Fees

The aggregate fees billed by a company controliebore Stephens for professional services rendfnethx compliance for the fiscal year ended M
31, 2013 were approximately $3,600 and $6,000Heffiscal year ended March 31, 2012.

Item 16D. Exemptions from the Listing Standards forAudit Committees

Pursuant to NASDAQ Marketplace Rule 4350(a), aifpreprivate issuer may follow its home country piee in lieu of Rule 4350, which sets forth
qualitative Listing Requirements for NASDAQ listedmpanies. Rule 4350 requires, among other thihgs,a listed company have at least three membeit
audit committee. The Company currently has an awaitmittee consisting of two directors, one of whisndeemed to be “independerts defined in NASDA!
Marketplace Rule 4200. The Company has obtainegtter Ifrom independent counsel in the British \Mfirgslands certifying that having a single membedit
committee is not prohibited by British Virgin Iskhfaw. See “ NASDAQ Exemptions and Home CountrycBeas.”

Item 16E. Purchasers of Equity Securities by the tier and Affiliated Purchasers

In August of 2001, the Company's Board of Directaushorized a program for the Company to repurchgséo $500,000 of its common stock. 1
repurchase program does not obligate the Compaagdoire any specific number of shares or acqliages over any specified period of time. No stdwks bee
repurchased up to March 31, 2006. On November 0@6,2he Company's Board of Directors authorize@ddtitional $1,000,000 for the Compasiyepurchase
its common stock under the same repurchase prodrais.authorization to repurchase shares incretlsedmount authorized for repurchase from $50010
$1,500,000. During the fiscal year ended March 207, 260,717 shares valued at $1,328,560 weréhased under this program. No shares were repud
during the fiscal year ended March 31, 2008. Duthrgfiscal year ended March 31, 2009, 70,019 shaakied at $133,765 were purchased under thiggmogNc
shares were repurchased during the fiscal yeawsdeMidrch 31, 2011, 2012 and 2013. The Company naay fime to time repurchase shares of its Commonk
under this program.
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Item 16F. Changes in Registrant’s Certifying Accoutants.
Not applicable to Bonso.

Item 16G. Corporate Governance.

For a discussion of the ways in which the Compsrgdrporate governance differs from those follovgddomestic companies under the NASC
Marketplace listing requirements, see “NASDAQ Exéons and Home Country Practices” above.

Item 16H. Mine Safety Disclosure.
Not applicable to Bonso.

PART Il

Item 17. Financial Statements
Not applicable.

Item 18. Financial Statements

The following Financial Statements are filed ag péthis Annual Report:

Page
Report of Independent Registered Public Accourfing F-1
Consolidated Balance Sheets as of March 31, 20d2@h3 F-2
Consolidated Statements of Operations and Compseleemcome (Loss) for the years ended March
2011, 2012 and 2013 F-3
Consolidated Statements of Changes in Stockhol&epsity for the years ended March 31, 2011, 201
and 2013 F-4
Consolidated Statements of Cash Flows for the yaaated
March 31, 2011, 2012 and 2013 F-5
Notes to Consolidated Financial Statements F-6 through I-35
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Item 19. Exhibits

4.1 Banking Facility Letter, dated February 1, 2013n@&tn Bonso and the Hang Seng Bank Lim

4.2 Rental agreement (abridged English translatiortgdidune 28, 2013 between Bonso and Shenzhen MgiiiaCo., Ltd.
11.1  Code of Ethics For Chief Executive Officer and CGliimancial Officer (1,
12.1  Certification of Officer Pursuant to Section 1386,adopted pursuant to Section 302 of the Sar-Oxley Act of 200z
12.2  Certification of Officer Pursuant to Section 1386,adopted pursuant to Section 302 of the Sar-Oxley Act of 200z
13.1  Certification Pursuant to 18 U.S.C. 1350 as adopteduant to Section 906 of the Sarbi-Oxley Act of 200z
13.2  Certification Pursuant to 18 U.S.C. 1350 as adopteduant to Section 906 of the Sarbi-Oxley Act of 200z

1) Filed as an Exhibit on Form -F filed with the Commission on August 13, 20
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SIGNATURE

The registrant hereby certifies that it meets fithe requirements for filing on Form Z0and that it has duly caused and authorized tdersigned to sig
this Annual Report on its behalf.

BONSO ELECTRONICS INTERNATIONAL INC

Dated August 15, 201 [s/ Anthony Sc
Anthony So, Chairman of the Board, Chief Execu@féicer, Treasurer and
Director

Dated August 15, 201 /sl Albert So

Albert So, Chief Financial Officer and Secretary
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Report of Independent Registered Public Accountindrirm

To the Board of Directors and Stockholders of
Bonso Electronics International Inc.

We have audited the accompanying consolidated talsheets of Bonso Electronics International Incl subsidiaries (the “Companyds of March 31, 2012 a
2013 and the related consolidated statements ohtipes and comprehensive loss, changes in stodétg)equity, and cash flows for each of the three yeathe
period ended March 31, 2013. These consolidatehdial statements are the responsibility of the gamg’s management. Our responsibility is to expres
opinion on these consolidated financial statemeased on our audits.

We conducted our audits in accordance with thedstais of the Public Company Accounting OversighaflaUnited States). Those standards require teagtlar
and perform the audit to obtain reasonable asserabout whether the consolidated financial statésnare free of material misstatement. The Companyo
required to have, nor were we engaged to perfomaualit of its internal control over financial repog. Our audits included consideration of intéroantrol ove
financial reporting as a basis for designing apdicedures that are appropriate in the circumsgrmoet not for the purposes of expressing an opiio the
effectiveness of the Compasyinternal control over financial reporting. Acciorgly, we express no such opinion. An audit incliggamining, on a test ba:
evidence supporting the amounts and disclosuretiénconsolidated financial statements. An audio afcludes assessing the accounting principles ase
significant estimates made by management, as walaluating the overall financial statement prizg@m. We believe that our audits provide a reabtbasis fc
our opinion.

In our opinion, the consolidated financial statetegeferred to above present fairly, in all matenéspects, the consolidated financial positiothef Company as
March 31, 2012 and 2013, and the results of itsaijwas and its cash flows for each of the threaryén the period ended March 31, 2013, in confyriwith
accounting principles generally accepted in thetédhStates of America.

/sl Moore Stephens
Moore Stephens

Certified Public Accountants
Hong Kong
August 15, 2013
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Assets

Current assel
Cash and cash equivalel
Trade receivables, n
Other receivables, deposits and prepaym
Inventories
Income tax recoverab
Current assets of discontinued operat
Total current assets

Deferred income tax asse

Other intangible assets, r

Property, plant and equipme
Buildings
Constructio-in-progress
Plant and machinel
Furniture, fixtures and equipme
Motor vehicles

Less: accumulated depreciation and impairr
Property, plant and equipment, |
Nor-current assets of discontinued operati

Total assets
Liabilities and stockholde’ equity

Current liabilities

Bank overdraft- securec

Notes payabli

Accounts payabl

Accrued charges and depos

Income tax liabilities

Shor-term bank loan

Current liabilities of discontinued operatic
Total current liabilities

Income tax liabilities
Deferred income tax liabilitie
Commitments

Stockholder’ equity
Common stock par value $0.003 per st
- authorized share- 23,333,33¢
- issued shares: 2012 and 2013 - 5,577,639,
- outstanding shares: 2012 and 2\ 5,246,902
Additional pai-in capital

Treasury stock at cost: 2012 and 2- 330,736 share

Accumulated defici
Accumulated other comprehensive incc

Total liabilities and stockholders’ equity

Bonso Electronics International Inc.
Consolidated Balance Sheets
(Expressed in United States Dollars)

Note

11

10

12

See notes to these consolidated financial statement
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March 31

201z
$ in thousanc

3,01/
2,081
1,10¢
4,10¢
1,90:¢

12,20;

3,99(

9,94¢
5,26¢
21,37
3,26(
44¢
40,29¢
(33,32)
6,971

23,16¢

1,87(
5,03:
2,347

44

9,29:¢

2,59¢

17
21,76¢

(1,462

(11,839
2,79z
11,27¢

23,16¢

201z
$ in thousanc

2,15¢
2,75¢
1,42¢
5,46(
2,43¢

14,23¢

4,59(

13,70«
2,61¢
21,56
3,521
444
41,85(

(33,552)
8,29¢

27,12¢

18C
2,27¢
7,79%
2,32¢

1,35i
13,94:

2,59¢

17
21,76

(1,462
(12,589
2,85¢
10,58¢

27,12¢







Bonso Electronics International Inc.
Consolidated Statements of Operations and Comprehsive Loss
(Expressed in United States Dollars)

Year ended March 3.
Note 2011 201z 201z
$ in thousanc $ in thousanc $ in thousanc

Net sales 18 28,381 26,68: 30,38¢
Cost of sales (24,76() (22,787) (25,267
Gross profil 3,627 3,90( 5,12¢
Selling expense (249) (267) (268)
Salaries and related co: (2,716 (2,526 (2,627
Research and development exper (339 (312 (396)
Administration and general expen: (2,959 (2,4972) (2,402)
Gain from liquidation of subsidiary — 1,44¢ —
Loss from operation 18 (1,63)) (24¢ (570)
Interest incom 6 7 7
Interest expens (56) (87) (68)
Foreign exchange lo: (230) (703 (261)
Gain on disposal of proper 15& — —
Gain on disposal of intangible ass 41 — —
Other income 184 132 167
Loss before income tax (1,437 (900) (725)
Income tax expens 8 — 2 (29
Loss from continuing operatiol (1,437 (902) (759)
Loss from discontinued operations, net of tax 11 (129 — —
Net loss (1,560 (902) (754)
Other comprehensive income, net of 1

Foreign currency translation adjustments, netof ta 19¢ 358 62
Comprehensive loss (1,369 (549 (692)
Loss per shar
Weighted average number of shares outstanding 17 5,246,90. 5,246,90. 5,246,90.

- basic and dilute

-Continuing operation (0.279) (0.17) (0.19

-Discontinued operations (0.09) = =

(0.29) (0.17) (0.19

See notes to these consolidated financial statesment

-F-3-




Bonso Electronics International Inc.
Consolidated Statements of Changes in Stockholder&quity
(Expressed in United States Dollars)

Common stock Treasury stock Accumulate

othel

comprehensiy
Additional Treasur income-foreigr Total
Share Amoun paic-in  Share Amouni  Accumulater currenc'  stockholder
Issuel outstandin capita helc outstandin deficit adjustment equity
$in thousanc $ in thousanc $inthousanc $ inthousanc  $ in thousanc $in thousanc
Balance, March 31, 201 5,577,63! 17 21,76 330,73¢ (1,462) (9,379) 2,24( 13,18¢
Net loss - - - - - (1,560 - (1,560)
Foreign exchange translation adjustme - - - - - - 19¢ 19¢
Balance, March 31, 2011 5,577,63' 17 21,76: 330,73 (1,467) (10,937 2,43¢ 11,82:
Net loss - - - - - (902) - (902)
Foreign exchange translation adjustme - - - - - - 358 352
Balance, March 31, 201 5,577,63! 17 21,76 330,73¢ (1,462) (11,839 2,792 11,27¢
Net loss - - - - - (754) - (754)
Foreign exchange translation adjustme - - - - - - 62 62
Balance, March 31, 2013 5,577,63! 17 21,76 330,73¢ (1,462) (12,58¢) 2,85¢ 10,58¢

See notes to these consolidated financial statesment
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Cash flows from operating activities
Net loss
Loss from discontinued operatio

Adjustments to reconcile net loss to net cash pexviby operating

activities:

Depreciatior

Amortization

Gain on disposal of property, plant and equipn
Gain on disposal of intangible ass

Write off of accounts payab

Inventory allowanct

Reversal of bad deb

Gain from liquidation of subsidiai

Changes in assets and liabiliti

Trade receivable

Other receivables, deposits and prepaym
Inventories

Income tax recoverab

Notes payabl

Accounts payabl

Accrued charges and depo:

Income tax liabilities

Deferred income tax liabilities

Operating activities of continuing operatic
Operating activities of discontinued operations

Net cash (used in) / generated from operating itietv
Cash flows from investing activities
Proceeds from disposal of intangible as
Proceeds from disposal of property, plant andpenent
Acquisition of property, plant and equipm
Acquisition of intangible assets

Investing activities of continuing operatio
Investing activities of discontinued operations

Net cash used in investing activities
Cash flows from financing activities
Capital lease paymer
(Repayment of) / net advance from banking faes

Financing activities of continuing operatic
Financing activities of discontinued operations

Net cash (used in) / generated from financing &aiets/

Net decrease in cash and cash equiva

Effect of exchange rate changes on cash and casretnts held in foreig

currencies
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of )

Less: cash and cash equivalents at the end oftire-ydiscontinued

operations

Cash and cash equivalents at the end of the yeamtinuing operations

Supplemental disclosure of cash flow informatiol
Cash paid during the year fc

Interest paic

Income tax paid, net of refur

Bonso Electronics International Inc.
Consolidated Statements of Cash Flows
(Expressed in United States Dollars)

Year Ended March 3:

2011
$ in thousanc

(1,560)
12¢

99
20€
(155)
(47)
(32
08
(45)

58
651
44

(375)

(762)
127
26E
17

(1,274)
84

(1,190
Gl

252
(1,397

(682)
(1,319

(1,319

(52
(69)

(120)

(120
(2,629

(78)
8,11¢

5,41%
®

5,407

56

2017

201z

$ in thousanc

(902)

54
17€
(19

282

(1,;12)

(770

(396)
46C
41
537
2,30¢
14¢
20

17)
474

474

25
(3,415

(3,390)

(3,390

(2,916

51¢
5,412

3,01«

3,014

87

$ in thousanc

(754)

12C

(679)
(321)
(1,35¢
(532
40€
2,761
(18
(37)

2
(187)

(187)

2
(1,419

(802)
(2,212

(2,219

1,53

1,53

1,537
(862)

2
3,014

2,15¢

2,154

68



Non-cash investing and financing activitie
Interest Income 6

See notes to these consolidated financial statement
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(b)

Bonso Electronics International Inc.
Notes to Consolidated Financial Statements
(Expressed in United States Dollars)

Description of business and significant accountingolicies

Bonso Electronics International Inc. (“the Compgrafid its subsidiaries (collectively, the “Grougfe engaged in the designing, manufacturing aridg
of a comprehensive line of electronic scales anidhig instruments, telecommunications products gfectronics products and other produ

The consolidated financial statements have beepaped in United States dollars and in accordantle génerally accepted accounting principles ir
United States of America. The preparation of cddatéd financial statements requires managementake estimates and assumptions that affec
reported amounts of assets and liabilities andiaisce of contingent assets and liabilities at dages of the consolidated financial statementsthe

reported amounts of revenues and expenses duringeforting periods. Significant estimates mademtanagement include allowances made ac
inventories and trade receivables, and the valnatidonc-lived assets. Actual results could differ from thestimates

The Group sustained operating losses in fiscalsyeaded March 31, 2011, 2012 and 2013, includingtdoss of $754,000 in the fiscal year ended V
31, 2013.

Notwithstanding the operating losses sustainedhénlast three fiscal years, the accompanying cafeel financial statements have been preparec
going concern basis. Management believes the Grilupave sufficient working capital to meet itsiéincing requirements based upon their experierd
their assessment of the Group’s projected perfocmerredit facilities and banking relationships.

Pursuant to an agreement signed on March 30, 2a@®na Haushaltswaren GmbH & Co. KG (“Koronad)) indirect subsidiary of the Company, agre¢
sell all of its major assets, comprising trade neddles, inventories, intellectual property rightsd toolings, to a third party purchaser at a a®ration o
approximately EUR 1,990,000 (or USD 2,606,000). Gneup decided to liquidate Korona after the coripteof the sale. As a result, the figures of Ka
are included as discontinued operations (see fgteThe liquidation of Korona was completed in key 2012

The significant accounting policies are as follows:

Principles of consolidation

The consolidated financial statements include thantial statements of the Company and its sub&diafter elimination of int-company accounts a
transactions

Acquisitions of companies have been consolidatewh the date on which control of the net assetsoprdations was transferred to the Grc
Acquisitions of companies are accounted for udirgpurchase method of accounti
Cash and cash equivalent

Cash and cash equivalents are stemri, highly liquid investments with original maitigs of three months or less. Cash equivalentsiated at cost, whi
approximates fair value because of the «term maturity of these instrumen
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(d)

(e)

Bonso Electronics International Inc.
Notes to Consolidated Financial Statements
(Expressed in United States Dollars)

Description of business and significant accountingolicies (Continued)
Inventories

Inventories are stated at the lower of cost, asrdehed on a first-in, firsbut basis, or market. Costs of inventories inclpdechase and related cc
incurred in bringing the products to their predenation and condition. Market value is determitgdreference to the selling price after the balastuee
date or to management estimates based on prevaiinget conditions. The Company routinely revietgsriventories for their salability and for indiizats
of obsolescence to determine if inventory carryiafues are higher than market value. Some of tafsiant factors the Company considers in esting
the market value of its inventories include theeliitood of changes in market and customer demandeapected changes in market prices fo
inventories. As of March 31, 2012, inventories weated at market value, which is lower than thests by approximately $283,0(

Trade receivables

Trade receivables are recorded at the invoiced amaet of allowances for doubtful accounts anésagturns. The allowance for doubtful accountke
Group’s best estimate of the amount of probablditlesses in the Groug’existing trade receivables. Bad debt expenseligded in the administrative a
general expenses.

The Group recognizes an allowance for doubtfuliveddes to ensure accounts and other receivabdesadroverstated due to uncollectibility. Allowarfoe
doubtful receivables is maintained for all custosnieased on a variety of factors, including the tlergf time the receivables are past due, significare-
time events and historical experience. An additi@iawance for individual accounts is recorded whie Group becomes aware of customersdthe
debtors’ inability to meet their financial obligatis, such as bankruptcy filings or deterioratiortha customer’s or other debteroperating results

financial position. If circumstances related totousers or debtors change, estimates of the redoligyaf receivables will be further adjusted.

Deferred income taxes

Amounts in the consolidated financial statemeritsted to income taxes are calculated using thecipiies of ASC 740 “Income TaxesASC 740 require
recognition of deferred tax assets and liabilif@sthe expected future tax consequences of etkatdhave been included in the financial statementay
returns. Under this method, deferred tax assetdiabitities are determined based on the tempodéffgrences between the financial reporting basesta
bases of assets and liabilities using enactedati@s fin effect for the year in which the differemege expected to reverse. Future tax benefit$, asiae
operating loss carry forwards, are recognized dercel tax assets. Recognized deferred tax asseteduced by a valuation allowance if, based e
weight of available evidence, it is more likely thaot that some portion or all of the deferreddagets will not be realized.
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(9)

(h)

Bonso Electronics International Inc.
Notes to Consolidated Financial Statements
(Expressed in United States Dollars)

Description of business and significant accountingolicies (Continued)

Lease prepayment:

Lease prepayments represent the cost of land gists iin the People’s Republic of China (“PRQand use rights held by the Company are includ:
intangible assets, reclassified from property, pkamd equipment. The granted useful life of thedlase rights is 50 years. They are stated at el
amortized on a straight-line basis over the peoiodghts of 30 years, in accordance with the besinlicenses with 30 years of useful life.

Other tangible asset:

Other intangible assets represented taxi licenbashwyere stated at cost and are amortized oraghktiine basis over the related granted useful lif&@
years, the shorter of the remaining term of thenge period or the expected useful life to the @rdaxi licenses entitle the Group to operate fasgs fol

50 years in Shenzhen, PRC. The purpose of holtieggtlicenses is to generate additional incomeivditaxi licenses were disposed of in July 20b0 2
total consideration of $513,000, resulting in anga disposal of $41,00

Property, plant and equipment

(i) Property, plant and equipment are stated at cestdecumulated depreciation. Leasehold land ardihgs are depreciated on a straijhe basis ove
15 to 50 years, representing the shorter of theiring term of the lease or the expected useilttifthe Groug

(i) Other categories of property, plant and equipmesntarried at cost and depreciated using the &trliige method over their expected useful lives tc
Group. The principal annual rates used for thippse are

Plant and machinet -10%
Furniture, fixtures and equipment - 20%
Motor vehicles -20%

(i) The cost of major improvements and bettermentsastalized, whereas the cost of maintenance andirees expensed in the year when they
incurred.

(iv) Any gain or loss on disposal is included in thesmiidated statements of operations and compreheisse
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Bonso Electronics International Inc.
Notes to Consolidated Financial Statements
(Expressed in United States Dollars)

Description of business and significant accountingolicies (Continued)

Impairment of long-lived assets including other intangible asse

Longdived assets held and used by the Group and iringssets are reviewed for impairment whenevemntsva changes in circumstances indicate
the carrying amount of such assets may not be ezable. The Group evaluates recoverability of asgebe held and used by comparing the car
amount of an asset to future net undiscounted ftasls to be generated by the asset. If such assetsonsidered to be impaired, the impairment i
measured by the amount by which the carrying amofitihe assets exceeds the fair value of the assétalated using a discounted future cash f
analysis. Provisions for impairment made on otbeglived assets are disclosed in the consolidatedrstits of operations and comprehensive loss
Group is going to transfer all its production pre¢o the factory in Xinxing, PRC. As a result, Gup performed an assessment of the value datit
and buildings of the factory in Shenzhen, PRC, mmg@rovision for impairment was made by the Gra@@l@: $nil; 2011: $nil) based on the assessment.

Capital and operating lease:

Costs in respect of operating leases are chargadsigncome on a straiglitte basis over the lease term. Leasing agreemehtsh transfer to the Grol
substantially all the benefits and risks of owngrsif an asset, are treated as if the asset hau fagehased outright. The assets are includeddpepty
plant and equipment (“capital leaseaf)d the capital element of the lease commitmerghadsvn as an obligation under capital leases. &asel rentals &
treated as consisting of capital and interest etésnéd he capital element is applied to reduce titetanding obligation and the interest elementharge(
against profit so as to give a consistent periogie of charge on the remaining balance outstaratiige end of each accounting period. Assets Unedie:
capital leases are depreciated over the usefid bi¢he equivalent owned assets.

Revenue recognitior

No revenue is recognized unless there is persuasidence of an arrangement, the price to the bisyfixed or determinable, delivery has occurred
collectibility of the sales price is reasonablyuassl. Revenue is recognized when title and rislos$ are transferred to customers, which is gelyetta
point at which products are leaving the ports ohgl&ong or Shenzhen as designated by our custonshipping costs billed to the Compasigustomel
are included within revenue. Associated costs kassified as part of cost of sales.

The Company provides to certain customers an additione to two percent of the quantity of certaioducts ordered in lieu of a warranty, which
recognized as cost of sales when these producth@ped to customers from the Companfgcilities. In addition, certain products soldthg Compan
are subject to a limited product quality warrarfpe Company accrues for estimated incurred butemtified quality issues based upon historical gl
and known quality issues if a loss is probable eawl be reasonably estimated. The standard limigedawty period is one to three years. Quality ret
refunds, rebates and discounts are recorded rsees at the time of sale and estimated basedstistory. All sales are based upon firm ordetth fikec
terms and conditions, which generally cannot beifigatl Historically, the Company has not experieghoeaterial differences between its estimated ans
of quality returns, refunds, rebates and discoantsthe actual results. In all contracts, themiprice protection or similar privilege in relatito the sal
of goods.
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Bonso Electronics International Inc.
Notes to Consolidated Financial Statements
(Expressed in United States Dollars)

1 Description of business and significant accountingolicies (Continued)
) Research and development cos

Research and development costs include salaridiiesitand contractor fees that are directly htitable to the conduct of research and develog
progress primarily related to the development of design of products. Research and developmers apstexpensed in the financial period in whicly
are incurred.

(m) Advertising

Advertising costs are expensed as incurred anéhaleded within selling expenses. Advertising costse approximately $2,000, $5,000 and $26,00
the fiscal years ended March 31, 2011, 2012 an8,2@%pectively

(n) Income taxes

The Company complies with ASC 740 for uncertaimtyinicome taxes recognized in financial statemek®C 740 prescribes a recognition threshold
measurement attributes for the financial statermestgnition and measurement of a tax position takesxpected to be taken in a tax return. ASC 746
provides guidance on derecognition, classificatintgrest and penalties, accounting in interimqusj disclosure and transition. The Comparaccountin
policy is to treat interest and penalties as coraptsiof income taxes.

(o) Foreign currency translations

@) The Groups functional currency is the United States dolldre financial statements of foreign subsidiarieerghthe United States dollar is
functional currency and which have transactionsodénated in noridnited States dollar currencies are translated lihtited States dollars at 1
exchange rates existing on that date. The traaslafilocal currencies into United States dollaeates transaction adjustments which are incl
in net loss. Exchange differences are recordeddrstatements of operations and comprehensive

(i) The financial statements of foreign subsidiariesere no-United States dollar currencies are the functiaoatencies, are translated into Un
States dollars using exchange rates in effect @bgend for assets and liabilities and averagéhamxge rates during each reporting perioc
statement of operations. Adjustments resulting ftranslation of these financial statements areecefd as a separate component of shareholder:
equity in accumulated other comprehensive incc

(p) Stock options and warrants

Stock options have been granted to employees,tdisesand noremployee directors. Upon exercise of the optiortsolder can acquire shares of comi
stock of the Company at an exercise price deterirtiyethe board of directors. The options are egafiie based on the vesting terms stipulated ioftier
agreements or plan.

The Company follows the guidance of ASC 718, Actmgnfor Stock Options and Other StoBlased Compensation. ASC 718 requires compan
record compensation expense for sHzsed awards issued to employees and directoscivaege for services provided. The amount of thepEnsatio
expense is based on the estimated fair value chwzeds on their grant dates and is recognized tneerequired service periods. Our shbased awart
include stock options and restricted stock awartie. estimated fair value underlying our calculatiértompensation expense for stock options is bas
the Black-Scholes pricing model. Forfeitures ofreHeased awards are estimated at the time of granteaiskd, if necessary, in subsequent periodsr
estimates change based on the actual amount eftfogs we have experienced.
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Bonso Electronics International Inc.
Notes to Consolidated Financial Statements
(Expressed in United States Dollars)

Description of business and significant accountingolicies (Continued)

Recent accounting pronouncement

In July 2012, the FASB issued Accounting Standaodate No. 2012-02, “Intangibles—Goodwill and OtfiEwpic 350) Testing Indefinitéived Intangible
Assets for Impairment” (“ASU 2012-02"Wyhich affords an entity the option to first assqaalitative factors to determine whether the eristeof event
and circumstances indicates that it is more likbn not that an indefinitéved intangible asset is impaired. If, after asg&s the totality of events a
circumstances, an entity concludes that it is natentikely than not that the indefinitered intangible asset is impaired, then the ensityot required to tal
further action. However, if an entity concludesasthise, then it is required to determine the failue of the indefinitéived intangible asset and perform
quantitative impairment test by comparing the faitue with the carrying amount. The amendmentseffective for annual and interim impairment t
performed for fiscal years beginning after Septenilse 2012. Early adoption is permitted, includfogannual and interim impairment tests performgo!
a date before July 27, 2012, if a public enfitfihancial statements for the most recent annugiterim period have not yet been issued. The Gopploe
not believe that adoption of ASU 2012-02 will havsignificant impact on its financial position, ués of operations or cash flows.

We believe there is no additional new accountinigl@nce adopted, but not yet effective that is ratévo the readers of our financial statements. él@n
there are numerous new proposals under developatech, if and when enacted, may have a signifigapiact on our financial reporting.

Fair value of financial instruments

The Group complies with ASC 820, “Fair Value Measuents” (“ASC 820").ASC 820 clarifies the definition of fair value, poeibes methods f
measuring fair value and establishes a fair valemarchy to classify the inputs used in measuraigvalue as follows:

Level 1-Inputs are unadjusted quoted prices irvagtiarkets for identical assets or liabilities &afzle at the measurement date.

Level 24dnputs are unadjusted quoted prices for similaetasand liabilities in active markets, quoted pifer identical or similar assets and liabilitie
markets that are not active, inputs other thaneguiptices that are observable and inputs derived @r corroborated by observable market data.

Level 34nputs are unobservable inputs which reflect thréng entity's own assumptions on what assumgtiba market participants would use in prit
the asset or liability based on the best availatigmation.
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Bonso Electronics International Inc.
Notes to Consolidated Financial Statements
(Expressed in United States Dollars)

Allowance for doubtful accounts

Changes in the allowance for doubtful accountsf &amch 31, 2011, 2012 and 2013 compr

2011 2012 201z

$ in thousanc $ in thousanc $ in thousanc

Balance, April 1 1,46( 1,41¢ 1,41¢
Write back for the year (45) — —

Balance, March 31 1,41¢ 1,41¢ 1,41

Most of the Company’s trade receivables are gelyenalsecured, except for twaustomers with receivables covered by credit insegaunder a factorit
agreement.

As of March 31, 2011, the Company had collected (B% from Gram Precision Scales Inc. (“GranThe Company believed that the recoverability o
remaining $1,415,000 was doubtful, and continueiddtude this amount in allowance for doubtful amats as of March 31, 2012 and March 31, 2013.

Inventories

The components of inventories as of March 31, 20122013 are as follow

201z 201:

$ in thousanc $ in thousanc

Raw materials 1,477 1,90«
Work in progres: 1,51: 2,487
Finished good 1,11¢ 1,06¢

4,10t 5,46(

During the year ended March 31, 2013, the Compasy disposed of obsolete inventories of approxime#&303,000 together with an allowance
inventories of approximately $1,303,000, which Hesliin no extra charge to the consolidated stat¢snef operations under cost of sales. During &g
ended March 31, 2012, based upon material composaind expected usage, the Company establishedlamarece for obsolete inventories
approximately $283,000, which was charged to tmselidated statements of operations under costle$s
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Property, plant and equipment, net

Bonso Electronics International Inc.
Notes to Consolidated Financial Statements
(Expressed in United States Dollars)

During the fiscal years ended March 31, 2011, 284@ 2013, depreciation expenses charged to thelidated statements of operations amounte
approximately $99,000, $54,000 and $120,000 reiyedet As at March 31, 2011, 2012 and 2013, fulgprkciated assets that were still in use by theig
amounted to $31,222,000, $32,280,000, and $32,868¢dxpectively.

Property, plant and equipment in Shenzhen weresssdefor impairment according to the policy desatiin note 1(i). The Company concluded the
impairment to property, plant and equipment in Shen was required for the fiscal years ended Maict2012 and 2013.

Particulars of principal subsidiaries as of Mardh 3012 and 2013 are as follows:

Interests in subsidiaries

Place of

incorporation and kind

Particulars ¢

of issued capite
Name of compan legal entity registered capit Percentage of capital held by the Comy  Principal activities
201z 201:
Bonso Electronics Hong Kong, Investment holding, and
Limited * limited liability HK$5,000,001 trading of scales and
(“BEL") company (US$641,02¢ 10C(% 10C%  pet electronics produc
Bonso Investment Hong Kong,
Limited limited liability HK$3,000,00t
(“BIL™) company (US$384,61¢ 10C(% 10C% Investment holdin
Bonso Electronic
(Shenzhen) Company PRC,
Limited limited liability US$12,621,22 Production of scales ai
(“BESCL") company 10(% 10(%  pet electronics produc
Bonso Advanced Hong Kong, Investment holding, and
Technology Limited * limited liability HK$1,000,00t trading of scales and
(“BATL") company (US$128,20¢ 10C(% 10C%  pet electronics produc
Bonso Advance:
Technology (Xinxing) PRC,
Limited limited liability Production of scales ai
(“BATXXCL™) company US$8,995,32 10C% 10(%  pet electronics produc
Modus Enterprise British Virgin Island,
International Inc. * limited liability HK$7,80(
(“MEII") company (US$1,000 100% 10C% Investment holdin
Bonso USA, USA, limited liability
Inc. (“‘Bonso US/") company US$ 1,001 10(% 10% Dormant

* Shares directly held by the Compe
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Bonso Electronics International Inc.
Notes to Consolidated Financial Statements
(Expressed in United States Dollars)

Other intangible assets

Other intangible assets are analyzed as folls

Other intangible asse

March 31,
2012 201z
$ in thousanc $ in thousanc
Cost 5,927 6,76¢
Less: accumulated amortization (1,93) (2,179
3,99( 4,59(
The components of other intangible assets arellasvio
March 31,
201z 201z
$ in thousanc $ in thousanc
Land use right of factory land in Shenzhen, Guangd®RC 1,577 2,21¢
Land use right of factory land in Xinxing, Guangdp®RC 2,41: 2,37¢

3,99( 4,59(

Amortization expense in relation to other intangibbsets was approximately $208,000, $176,000 226l&00 for each of the fiscal years ended Marg
2011, 2012 and 2013, respectively.

As of March 31, 2013, future minimum amortizatiopenses in respect of other intangible assetssai@laws:

$in thousanc

2014 244
2015 244
2016 244
2017 244
2018 244
Thereaftel 3,37(
Total 4,59(
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Bonso Electronics International Inc.
Notes to Consolidated Financial Statements
(Expressed in United States Dollars)

7 Banking facilities

As of March 31, 2013, the Group had general banfacdities for bank overdrafts, letters of credigtes payable, factoring, st-term loans and lot-termr
loans. The facilities are interchangeable withltataounts available of $10,000,000 (2012: $8,183,00he general banking facilities utilized by Beour
are denominated in United States dollars and Hamggidollars

The Grou|'s general banking facilities, expressed in UnitedeS dollars, are further detailed as follo

Terms of banking

Amount available Amount utilized Amount unutilized facilities as of
March 31, March 31, March 31, March 31, 201:
201z 2013 2012 201z 2012 2013 Interes Repaymer
$ in thousand $ in thousand $ in thousand rate terms
Import and
export facilities
Combined limit 6,15¢ 6,15¢ 1,87( 2,78¢ 4,28¢ 3,36¢
Including sub
limit of:
Repayable i
HIBOR* full within
Notes payabli 4,487 4,487 1,87( 2,27¢ 2,617 2,211 +2.5% 120 day
Prime rat Repayable c
Bank overdraft: 641 641 — 18C 641 461 + 1% demani
HIBOR*
Factoring 2,40( 2,40( — 332 2,400 2,06¢ +1.5%
Other facilities
Export
Documentary
Credits 1,92 1,92: — — 1,92: 1,92
Term HIBOR*
Loan 10€ 1,92 — 1,02t 10€ 89¢ +2.25Y%
8,18¢ 10,00( 1,87( 3,81 6,31° 6,187

* HIBOR is the Hong Kong Interbank Offer Rate




Bonso Electronics International Inc.
Notes to Consolidated Financial Statements
(Expressed in United States Dollars)

Banking facilities (Continued)
The United States Dollar equivalent amounts of banpfacilities utilized by the Group are denomirthite the following currencies

Amount utilized

March 31,
201z 201z
$ in thousanc $ in thousanc
Hong Kong dollars 1,87( 3,81:

The Prime Rate and HIBOR were 5.00% and 0.54% maura, respectively, as of March 31, 2013. The PiRate is determined by the Hong Kong Ban
Association and is subject to revision from timeitoe. Interest rates are subject to change ilQbmpany defaults on the amount due under the tiacil
draws in excess of the facility amounts, or atdiseretion of the banks.

Average amount of bank borrowings were $1,386,0@D%2,076,000 for the fiscal years ended Marct2812 and 2013, respectively.
The weighted average interest rates of short-tenmotwings of the Group are as follows:

As of March 31

201z 201z
Bank overdraft: 6.0(% 6.0(%
Notes payabl 2.8(% 2.92%
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Bonso Electronics International Inc.
Notes to Consolidated Financial Statements
(Expressed in United States Dollars)

Income tax

The companies comprising the Group are subjecixah an entity basis on income arising in or d=tifrom Hong Kong, Germany, the PRC, anc
United States of America (“USA”")The tax rate of the subsidiaries operating in H&ogg was 16.5% for the year ended March 31, 20032216.5%
2011: 16.5%). The subsidiary of the Group in Geynamas registered as a partnership in Germany, wiigh subject to a statutory tax rate of 14.
during each of the three years in the period edadth 31, 2010. The Group is not subject to incdaxes in the British Virgin Islands. The statutoay
rate in the USA was 34% for the three years endartM31, 2012

Hong Kong Tax

BEL, BATL and BIL are subject to the Hong Kong pteftax rate of 16.5% (2012: 16.5%). ManagemenBBL has determined that all income
expenses are offshore and not subject to Hong Kooififs tax. As a result, BEL did not incur any HpKong profits tax during the years presented. B
has no assessable profits for the year, and nerdwyear provision for taxation has been made.

PRC Tax

BESCL is registered and operates in Shenzhen, R Bnd is subject to a tax rate of 24%, 25% afd &% the tax years ended December 31, 2011,
and 2013, respectively. BATXXCL is registered imXing, Guangdong, PRC, and was entitled to a 5@%atéon in PRC income tax for the three tax y
ended December 31, 2011 and 2012. BATXXCL is sulfea tax rate of 25% thereafter.

On March 16, 2007, the PRC Enterprise Income Jaw (the “EIT Law”)was enacted by the PRC government. The EIT Lawgcefie January 1, 20(
imposes a uniform tax rate of 25% for both domesstid foreigninvested enterprises and revokes the then cum@réxemption, reduction and preferer
treatments applicable to foreign-invested enteegrislowever, there is a transition period for gnises, whether foreigmvested or domestic, that wi
receiving preferential tax treatments granted tgvant tax authorities at the time the EIT Law bmezeffective. Under the grandfathering rules of EHHE
Law, enterprises that are subject to an enterpriseme tax (“EIT")rate lower than 25% will continue to enjoy lowetesawith gradual transition to the n
tax rate of 25% in five years from the effectivaedaf the EIT Law. Enterprises that are currentijiteed to exemptions or reductions from the stad
income tax rate for a fixed term may continue tgisuch treatment until the fixed term expir

During the period from January 1, 2008 to MarchZ110, the Compang’subsidiaries operating in the PRC were subjetiidd=IT Law and its stande
tax rate of 25%, but the PRC subsidiaries areledtib the grandfathering incentives. For the tearg ended December 31, 2007, 2008 and 2009, B
the Companys PRC subsidiary, was subject to a tax rate of 18% and 20%, respectively. BESCL is subject torgdes of 22% and 24% for the tax y¢
ended December 31, 2010 and 2011, respectivelyaamdform tax rate of 25% for the tax year endegt@nber 31, 2012 and thereaf@ATXXCL was
entitled to an exemption from PRC income tax fer tivo tax years ended December 31, 2008 and 200BXRCL is subject to a tax rate of 12.5% for
tax years ended December 31, 2010, 2011 and 2@l &ilme subject to a tax rate of 25% thereafter.
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Bonso Electronics International Inc.
Notes to Consolidated Financial Statements
(Expressed in United States Dollars)

8 Income tax (Continued)

(c) Income is subject to taxation in the various cdestin which the Company and its subsidiaries dperBhe loss before income taxes by geograg
location is analyzed as follow

2011 201z 201z

$ in thousanc $ in thousanc $ in thousanc

Hong Kong 2,457 (2,17)) (3,509)
PRC (3,876) (181) 2,83:
Others (6) 1,457 (48)
Total (1,43) (900 (725

Others mainly include the (loss) / profit from Bafthd the United State

(d)
2011 201z 201z
$ in thousanc $ in thousanc $ in thousanc
Deferred income ta — 17 2
Current income tax expense — (19 (31
Total income tax expen: — 2 (29)

The components of the income tax expense by gebigadpgocation are as follow:

2011 201z 201z

$ in thousanc $ in thousanc $ in thousanc

Hong Kong — 2) (29)
PRC — — —
Others — — —

Total — @) (29

At the end of the accounting period, the incomelitehilities are as follows

201z 201:

$ in thousanc $ in thousanc

Non-current 2,59t 2,59t
Current 44 7
Total 2,63¢ 2,60z
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Notes to Consolidated Financial Statements
(Expressed in United States Dollars)

Income tax (Continued)

201z

$ in thousanc

Deferred income tax asse¢
Deferred income tax liabilities

Deferred tax assets comprise the followi

201z

$ in thousanc

@)
@

Total loss carryforward
Others
Less: Valuation allowanc

784

(789

Less: current portion

Nor-current portion

As of March 31, 2012 and 2013, the Group had actatenl tax losses amounting to $3,136,000 and $0801(the tax effect thereon is $784,000
$700,000), respectively, subject to the final agreet by the relevant tax authorities, which maycheied forward and applied to reduce future tae
income which is earned in or derived from Hong Kargl other countries. Realization of deferred tssets associated with tax loss carry forwar
dependent upon generating sufficient taxable incprige to their expiration. A valuation allowanceestablished against such tax losses when manat
believes it is more likely than not that a portimay not be utilized. As of March 31, 2013, the Grauaccumulated tax losses of $174,000 will expi

2016, $299,000 will expire in 2017 and $1,773,000expire in 2018.

Changes in valuation allowance are as follc

2011

$ in thousanc

Balance, April 1 122
Charged / (credited) to income tax expense 363
Balance, March 31 48t
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201<
$ in thousanc

700

(700

201z

$ in thousanc

48t
29¢

784

201z
$ in thousanc

784

(89

70C
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Bonso Electronics International Inc.
Notes to Consolidated Financial Statements
(Expressed in United States Dollars)

Income tax (Continued)

The actual income tax expense attributable to egsnfor the fiscal years ended March 31, 2011, 204 2013 differed from the amounts compute
applying the Hong Kong statutory tax rate in aceoak with the relevant income tax law as a regutiefollowing:

2011
$ in thousanc
Loss before income taxes (1,439
Income tax benefit on pretax income at
statutory rate 23€
Effect of different tax rates of subsidiar
operating in other jurisdictior 21t
Profit not subject to income te 4,657
Expenses not deductible for income tax
purposes (5,11¢)
(Increase) / decrease in valuation allowe (363)
Reversal of provision as a result of
development of tax rule 7
Under provision of prior yez —
Tax losses not yet recognized / (utilizatic
of tax losses not previously recognized) 364

Total income tax expen: —

201z 201:
$ in thousanc $ in thousanc
(900 (729
14¢ 12C
17¢€ (249)
4,36¢ 3,60(
(4,719 (3,46¢)
(299) 84
20 —
= (31
29¢ (84)
N ) .

The statutory rate of 16.5% used above is thatafgHKong, where the Company’s main business igdodca

The Company complies with ASC 740 and recogniz&d,470,000 increase in the liability for unrecoguizax benefits and penalties of $994,000, w
were accounted for as a reduction to the AprildQ7Z2balance of retained earnings. The Company ssddke tax position during the fiscal year el
March 31, 2013 and concluded that the same talitfiatvas to be carried forward. Included in thealotax liabilities of $2,602,000 (2012: $2,639,(
2011: $2,619,000), the uncertain tax liabilitiesaspect of this for the years ended March 31, 22012 and 2013 are as follov

2011
$ in thousanc

Balance, April 1 2,16¢
Changes in uncertain tax liabilities —

Balance, March 31 2,16¢

201z 201z
$ in thousanc $ in thousanc

2,16¢ 2,16¢

2,16¢ 2,16¢

The Companys accounting policy is to treat interest and pémks components of income taxes. As of Marct2313, the Company had accrued pen:

related to uncertain tax positions of $nil.
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(Expressed in United States Dollars)
Income tax (Continued)
The Company files income tax returns in Hong Kahg, PRC and various foreign tax jurisdictions. Ehare two subsidiaries which operate within ea

the Companys major jurisdictions, resulting in a range of opax years. The open tax years for the Companyitargignificant subsidiaries range betw
the fiscal year ended March 31, 2006 and the figeal ended March 31, 2010. The provisions maderasult of these open tax cases are subjectital

agreement by the relevant tax authorities.
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Notes to Consolidated Financial Statements
(Expressed in United States Dollars)

Leases

The Group leases three investment properties wea¢al agreements to third parties, and the Groilipneed to pay a cancellation fee of approxime
$9,000 if the Group decides to terminate all theakagreements before their expi

Rental expense for all operating leases amountegpooximately $191,000, $108,000 and $nil forfikeal years ended March 31, 2011, 2012 and :
respectively

Commitments

Capital expenditures contracted at the balancet slage but not yet provided for are as follo'

March 31,
201z 201z
$ in thousanc $ in thousanc
Construction in Xinxing, Guangdong, PRC 757 26(

As of March 31, 2013, the Company entered intorembbr agreements to construct factory building l@adehold improvements on the land in Xinxing
PRC for total consideration of $1,823,000. $1,568,has been paid, and the remaining balance of,8260s to be paid in accordance with the progoé
the construction.

-F-22-




Bonso Electronics International Inc.
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(Expressed in United States Dollars)

11 Discontinued Operations

On March 31, 2009, the CompasyGerman subsidiary, Korona, sold its assets (atsoeceivable, inventories, toolings and intellatproperty rights) 1
a third party. Korona had no operations since Apr2009 and was liquidated in February 2012.

The following table summarizes the result of théiseontinued operations, net of income taxes.

Discontinued Operations (Korona)

2011 201z 201z

$ in thousanc $ in thousanc $ in thousanc
Sales — — _
Cost of Sales — — —
Administrative expense (129 — —
Operating loss and net loss (129) — —

The carrying values of the assets and liabilitiethe disposal group classified as held for salatadarch 31, 2012 and 2013 were as follows:
March 31, 201 March 31, 201

Assets: $ in thousanc $ in thousanc
Total assets of discontinued operati = —

Liabilities:
Liabilities of discontinued operatiol — —
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Bonso Electronics International Inc.
Notes to Consolidated Financial Statements

Stockholders equity
Repurchase of common sto

In August of 2001, the Company's Board of Directaushorized a program for the Company to repurchgséo $500,000 of its common stock. 1
repurchase program does not obligate the Compaagdguoire any specific number of shares or acqhiaees over any specified period of time. No stomt
been repurchased when, on November 16, 2006, thgp&@uy's Board of Directors authorized another $1,@W for the Company to repurchase its con
stock under the same repurchase program. This r@zation to repurchase shares increased the anmsuthorized for repurchase from $500,00!
$1,500,000. The Board of Directors believed that¢bmmon stock was undervalued and that the reasecbf common stock would be beneficial tc
Company's shareholders. No shares were repurcliasid) the fiscal year ended March 31, 2008. Duting fiscal year ended March 31, 2009, 70
shares ($134,000) were purchased under this progiamshares were repurchased during the thred fiseas ended March 31, 2011, 2012 and 2013
Company may from time to time repurchase sharés cbmmon stock under this program.

Preferred stoc

The Company has authorized share capital of $10d@010,000,000 shares of preferred stock, withyadue of $0.01 each, divided into 2,500,000 st
each of class A preferred stock, class B prefesteck, class C preferred stock and class D prefesteck. Shares may be issued within each class tiroe
to time by the Compang’Board of Directors in its sole discretion withahe approval of the shareholders, with such designs, power, preferenc
rights, qualifications, limitation and restrictioas the Board of Directors shall fix and as havebeen fixed in the ComparsyMemorandum of Associatic
The Company has not issued any shares of prefstwel as of March 31, 201

Dividends

No dividends were declared by the Company for edithe fiscal years ended March 31, 2011, 20122418, respectively.
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(Expressed in United States Dollars)
Stock option and bonus plans

On September 7, 2004, the Com[’s stockholders adopted the 2004 Stock Bonus Fiai“ Stock Bonus Ple”) which authorizes the issuance of up to
hundred thousand (500,000) shares of the Con’s common stock in the form of stock bon

The purpose of this Stock Bonus Plan is to (i) telkey employees to remain in the employment oflbmpany or of any subsidiary of the Company
encourage such employees to secure or increasesthek ownership in the Company; and (iii) rewardployees, noemployee directors, advisors i
consultants for services rendered or to be renderedfor the benefit of the Company or any ofsittsidiaries. The Company believes that the SBokus
Plan will promote continuity of management and &se incentive and personal interest in the wetflitlee Company.

The Stock Bonus Plan shall be administered by anuittee appointed by the Board of Directors whicimgists of at least two but not more than t
members of the Board, one of whom shall be aemployee of the Company. The existing Committee bregmare Mr. Anthony So and Mr. Woo F
Fok. The Committee has the authority, in its sader@tion: (i) to determine the parties to recdieaus stock, the times when they shall receive awards
the number of shares to be issued and the tinmastand conditions of the issuance of any such shéigeto construe and interpret the terms of teck
Bonus Plan; (iii) to establish, amend and rescinlésr and regulations for the administration of Steck Bonus Plan; and (iv) to make all o
determinations necessary or advisable for admimstéhe Stock Bonus Plan.

On March 23, 2004, the Company’s stockholders adbtite 2004 Stock Option Plan (the “2004 Plamhjch provides for the grant of up to six hunc
thousand (600,000) shares of the Com|s common stock in the form of stock options, sulfiecertain adjustments as described in the |

The purpose of the 2004 Plan is to secure key graptoto remain in the employment of the Company taneincourage such employees to secu
increase on reasonable terms their common stoclersivip in the Company. The Company believes treaR004 Plan promotes continuity of managel
and increased incentive and personal intereseinvidifare of the Company.

The 2004 Plan is administered by a committee appdiby the Board of Directors which consists ofeaist two but not more than three members ¢
Board, one of whom shall be a nemployee of the Company. The current committee neesnbire Mr. Anthony So and Mr. Woo Ping Fok. Thenouttee
determines the specific terms of the options gdhnitecluding the employees to be granted optiordeurthe plan, the number of shares subject to
option grant, the exercise price of each optionthedption period, subject to the requirement tlmabption may be exercisable more than 10 ye&es thi
date of grant. The exercise price of an option tmajess than the fair market value of the undeglygihares of Common Stock. No options granted uthd
plan will be transferable by the optionee othenthg will or the laws of descent and distributiamd each option will be exercisable during thetififie of
the optionee only by the optionee.

The exercise price of an option granted pursuanhéo2004 Plan may be paid in cash, by the surreoideptions, in common stock, in other prope
including a promissory note from the optionee, palzombination of the above, at the discretiothefCommittee.
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(Expressed in United States Dollars)
Stock option and bonus plans (Continued

(Continued)

In October 1996, the Company’s Board of Direct@praved the 1996 Stock Option Plan and 1996 Noni&yep Directors'Stock Option Plan. Under t
1996 Stock Option Plan, the Company may grant optimf common stock to certain employees and direatbthe Company for a maximum of 900,
shares. The 1996 Stock Option Plan is administbyed committee appointed by the Board of Directshich determines the terms of options grar
including the exercise price, the option periodd #re number of shares to be subject to each opfiom exercise price of options granted under 98
Stock Option Plan may be less than the fair markte of the common shares on the date of gramt.iféximum term of options granted under the

Stock Option Plan is 10 years. The right to acqtlieecommon shares is not assignable except ftaicezonditions stipulated in the 1996 Stock Og
Plan.

Under the 1996 Non-Employee Directors’ Stock Opfan, the noremployee directors were automatically granted stptions on the third business 1
following the day of each annual general meetinthefCompany to purchase shares of common stoeknietximum number of authorized shares unde
1996 Non-Employee Director’'s Stock Option Plan v888,000. The exercise price of all options granteder the 1996 Non-Employee Directo&tock
Option Plan shall be one hundred percent of thenfiarket value per share of the common shareseodate of grant. The maximum term of options gd
under the 1996 Non-Employee Directo®&bck Option Plan is 10 years. No stock option meyexercised during the first six months of itsrtexcept fo
certain conditions provided in the 1996 Non-Empygrectors’Stock Option Plan. The right to acquire the comrabares is not assignable excep
under certain conditions stipulated in the 1996 -Employee Director' Stock Option Plar

In April 2003, the Company issued options to certdirectors and noemployee directors of the Company to purchase greggte of 372,500 shares
common stock of the Company at an exercise prickld1. The options expired on March 31, 2013. &kercise prices of these options were equal t
fair market value at the time of grant. No suchliap have been exercised during the years endech\gdr, 2011, 2012 and 201

In March 2004, the Company issued options to aertar-employee directors of the Company to purchase greggte of 40,000 shares of common ¢
of the Company at an exercise price of $6.12. Tgi®os shall expire on March 25, 2014 and can lezaised at any time after granting. The exerciseeg
of these options were equal to the fair marketevatithe time of grant. No such options were egettiduring the years ended March 31, 2011, 201
2013.
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13 Stock option and bonus plans (Continued

(a) (Continued)

In September 2004, the Company issued optionsrtaisenonemployee directors of the Company to purchase greggte of 40,000 shares of comt
stock of the Company at an exercise price of $6T2@ options shall expire on September 12, 2014camdbe exercised at any time after granting.
exercise prices of these options were equal tdaihenarket value at the time of grant. No suchi@ptvas exercised during the years ended Marc2@11
2012 and 2013.

In December 2005, the Company issued options tainenonemployee directors of the Company to purchase greggte of 30,000 shares of comt
stock of the Company at an exercise price of $4T5@ options shall expire on December 4, 2015 amdhe exercised at any time after granting.
exercise prices of these options were equal téaihenarket value at the time of grant. No suchi@pt had been exercised during the years ended\gdr
2011, 2012 and 2013.

On November 16, 2006, the Board of Directors of @mnpany voted to rescind the Company’s 1996 NompiEyee Directors'Stock Option Plan (tt
“Non-Employee Directors’ Plan”). All options previsly granted under the Non-Employee Directétsin continue in full force and effect pursuanttteir
terms of grant.

During the fiscal year ended March 31, 2013, noeshar share options were granted under the 198k 8)ption Plan.

(b) The stock options summary as of March 31, 2013 iekows:

Weightec

averag

Numbe exercis

of options price

Balance, March 31, 2011 826,50( $ 2.8¢
Expired (374,000 $ 3.1C
Balance, March 31, 2012 452 ,50( $ 2.61
Expired (342,50() $ 1.61
Balance, March 31, 2013 110,00( $ 5.71
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Stock option and bonus plans (Continued

The following table summarizes information abolistdck options of the Company outstanding as atchl&1, 2013

Weighted
Number average Exercisable
Weighted averag outstanding a remaining life shares a
exercise price March 31, 2013 (years) March 31, 2013
$ 4.5C 30,00( 2.8 30,00(
$ 6.12 40,00( 1.0 40,00(
$ 6.2C 40,00( 1.5 40,00(
$ 5.71 110,00( 1.7 110,00(

The intrinsic value of options outstanding and eisable was $nil, $nil and $nil on March 31, 202012 and 2013, respectively. The intrinsic v
represents the pre-tax intrinsic value (the diffieeebetween the closing stock price of the Compangmmon stock on the balance sheet date ar
exercise price for both the outstanding and exabtésoptions) that would have been received byoftteon holders if all options had been exercise
March 31, 2011, 2012 and 2013.

New shares will be issued by the Company upon éutercise of stock options.
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14 Related party transactions

(a) The Group paid emoluments, commissions and/or ¢mmsay fees to its directors, officers and formigectors as follows

Year Ended
March 31,
Mr. Anthony Sc Mr. Kim Wah Chuni Mr. Woc-Ping Fo Mr. Andrew Sc
Director, Chief Executiv Directol Directol Directol
Officer and Treasur
$ in thousanc $ in thousanc $ in thousanc $ in thousanc
2011 $915 (i), (iii) $1605 (iii) Nil —
2012 $857 (i), (iii) $161 (iii) Nil $ 88
2013 $857 (i), (iii) $160 (iii) Nil $ 124
Mr. J. Stewart Jackson. Mr. Henry Schluete Mr. Albert Sc
Director and Assista Director, Chief Financi:
Former Directc Secretar Officer and Secreta
$ in thousanc $ in thousanc $ in thousanc
2011 Nil $87 (ii) $11¢
2012 Nil $68 (ii) $11¢
2013 Nil $74 (ii) $124 (iii)

The emoluments paid to the Groslirectors and officers were included in the $adaand related costs, while the consultancy fe@sajessional fees pe
to Schlueter & Associates, P.C., were includedhenadministration and general expen

0] Apart from the emoluments paid by the Group as shabove, one of the properties of the Group in Héagg is also provided to Mr. Anthony
for his accommodatiot

(it) The amounts for the years ended March 31, 20112 208l 2013 represented professional fees paidhitu&er & Associates, P.C., the Grosip’
SEC counsel, in which Mr. Henry Schlueter is onéhefprincipals

(iii) The amount for the year ended March 31, 2011, deduunpaid vacation payments of $115,000 and $04@0Mr. Anthony So, and Mr. Ki
Wah Chung, respectively. The amount for the yealedrMarch 31, 2012, included unpaid vacation paysheh$57,000 and $10,000 for I
Anthony So, and Mr. Kim Wah Chung, respectivelye®mount for the year ended March 31, 2013, inclugigaid vacation payments of $57,(
$9,000, $5,000 for Mr. Anthony So, Mr. Kim Wah Clguand Mr. Albert So, respectivel
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(Expressed in United States Dollars)

Concentrations and Credit Risk

The Group operates principally in the PRC (inclgdifong Kong) and grants credit to its customershis geographic region. Although the PR(
economically stable, it is always possible thatntitgpated events in foreign countries could disthye Group’s operations.

Financial instruments that potentially subject@reup to a concentration of credit risk consistasgh, trade and notes receivables.
At March 31, 2012 and 2013, the Company had crestitexposure of uninsured cash in banks of apprasely $3,014,000 and $2,154,000, respectively.
A substantial portion, 60%, 66% and 52% of revemas generated from one customer for the yearsdedidech 31, 2011, 2012 and 2013, respectively.

The net sales to customers representing at leéstof@et total sales are as follows:

Year Ended March 3:

2011 2012 2013
$in $in $in
thousand: % thousand: % thousand: %
Sunbeam Products, Ir 16,93¢ 6C 17,49¢ 66 15,81¢ 52
Fitbit, Inc. — — 10¢€ 1 5,49:¢ 18
Gottl Kern + Sohn GMBH 3,97( 14 3,74¢ 14 3,81« 13
74 81 83

The following customers had balances greater t&f df the total trade receivables at the respeti@lance sheet dates set forth below:

March 31,
2012 2013
$in $in
thousand % thousand %
Sunbeam Products, Ir 1,23( 59 1,152 42
Fitbit, Inc. 17 1 884 32
Pitney Bowes Inc 458 22 347 13
82 87

At March 31, 2012 and 2013, these customers aceddat 82% and 87%, respectively, of net tradeiveddes. The trade receivables have repayment
of not more than twelve months. Trade receivaldesvio customers (Sunbeam Products, Inc. and Fltiiit) accounted for 74% of net sales for theal
year ended March 31, 2013 (2012: 60%), and they wevered by credit insurance under a factoringergent with a bank. The Group does not re
collateral to support financial instruments tha smbject to credit risk.
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(Expressed in United States Dollars)
Employee retirement benefits and severance paymeatiowance

With effect from January 1, 1988, BEL, a whotiyned foreign subsidiary of the Company in Hong ¢oimplemented a defined contribution plan
“Plan”) with a major international insurance company tovjge life insurance and retirement benefits foreitsployees. All permanent full time employ
who joined BEL before December 2000, excludingdactvorkers, are eligible to join the Plan. Eacigible employee that chooses to participate ir
Plan is required to contribute 5% of their montbéfary, while BEL is required to contribute from %6610% depending on the eligible employesalar
and number of years in servi

The Mandatory Provident Fund (the “MPRR)as introduced by the Hong Kong Government and cenued in December 2000. BEL joined the MPI
implementing a plan with a major international irswce company. All permanent Hong Kong full timepéogees who joined BEL on or after Decen
2000, excluding factory workers, must join the MRKcept for those who joined the Plan before De@n@00. Both the employee’s and emploger’
contributions to the MPF are 5% of the eligible émgpe’s monthly salary and are subject to a maximum ntangaontribution of HK$1,000 (US$128) |
month. The maximum mandatory employee’s and emplgentributions per month increased to HK$1,288%160) respectively since June 1, 2012.

Pursuant to the relevant PRC regulations, the Gi®ugquired to make contributions for each empioy rates based upon the employestandard sala
base as determined by the local Social Securitg&urto a defined contribution retirement schengardzed by the local Social Security Bureau in eet
of the retirement benefits for the Group’s emplayigethe PRC.

The contributions to each of the above schemeseaognized as employee benefit expenses when thajua and are charged to the consolidated stateyi
operations. The Groupital contributions to the above schemes for tters/ended March 31, 2011, 2012 and 2013 amount$81i®,000, $239,000 a
$225,000 respectivelThe Group has no other obligation to make paymentspect of retirement benefits of the employ

According to the New Labor Law in the PRC whighs effective on January 1, 2009, a company igired) to provide one month'salary for each year
service as a severance payment. As such, the @Gegognized a provision of $743,000 in the fiscalryended March 31, 2013 for severance paymer
staff in the PRC (2012: $841,000). The accruedrsene payment allowance is reviewed every
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17 Loss per share

Year ended March 31

2011 2012 201z
$ in thousanc $ in thousanc $ in thousanc
Loss applicable to common shareholc
— continuing operation ($ 1,43)) ($ 9072) ($ 754)
— discontinued operations ($ 12¢) — —
Net loss ¢ 1,560) $ 902) (6 754)
Weighted average shares outstanc 5,246,903 shar 5,246,903 shar 5,246,903 shar
Loss per shar- continuing operation (% 0.27) (% 0.17) ($ 0.14)
Loss per share — discontinued operations (% 0.02) — —
Net loss per share, basic and dilu ($ 0.29 ($ 0.17) ($ 0.14)

Basic loss per share is computed by dividing nes lavailable to common shareholders by the weightedage number of shares of common ¢
outstanding. Diluted earnings per share is computedmanner consistent with that of basic earnpgrsshare while giving effect to all potentialljutive
shares of common stock that were outstanding duhiegperiod, including stock options.

The diluted net loss per share is the same asatbie het loss per share for the years ended MadrcB®.1, 2012 and 2013, as all potential ordinhgres
(826,500 shares on March 31, 2011, 452,500 sharésaoch 31, 2012 and 110,000 shares on March 313)2@om the exercise of stock options are anti-
dilutive and are therefore excluded from the corafiom of diluted net loss per share.
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Business segment informatiol

The Group is organized based on the products @raffUnder this organizational structure, the G's operations can be classified into four busi
segments, Scales, Telecommunications Product&l&ettonics and Others for the fiscal years endedch 31, 2012 and 201

Scales operations principally involve production amarketing of sensdyased scales products. These include bathroonhgekitoffice, jewelry, laboratol
postal and industrial scales that are used in ecoasucommercial and industrial applications.

Telecommunication Products operations principaliyolve production and modification of tweay radios and cordless telephones that are usezhsume
and commercial applications. The Group no longemufectures and sells telecommunications products.

Pet Electronics Products principally involve deyetent and production of pet-related electronicglpets that are used in consumer applications.

The “Others”segment is a residual, which principally includes activities of (i) tooling and mould charges $orles, telecommunications products an:
electronics products, and (ii) sales of scrap ndter

The accounting policies of the Group’s reportalglgnsents are the same as those described in théptiescof business and significant accounting giek.

Summarized financial information by business segrasrof March 31, 2011, 2012 and 2013 is as follows

Identifiable Depreciatiol
Operatin assets as anc Capita
Net sale profit /(loss March 3. amortizatiol expenditur
$ in thousanc $ in thousanc $ in thousanc $ in thousanc $ in thousanc
2013
Scales & Pet Electronics Products 30,38¢ (570) 20,09’ 12C 1,412
Total operating segmer 30,38¢ (570 20,097 12C 1,41z
Corporate — — 7,02¢ 22¢ —
Group 30,38¢ (570 27,12: 34€ 1,412
2012
Scales & Pet Electronics Products 26,68 (249) 17,14 54 3,41¢
Total operating segmer 26,68: (249) 17,147 54 3,41F
Corporate — — 6,021 17¢€ —
Group 26,68: (249) 23,16¢ 23C 3,41t
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18 Business segment informatioi(Continued)
(a) (Continued,)
Identifiable Depreciatiol
Operatin assets as anc Capita
Net sale profit / (loss March 3. amortizatiol expenditur
2011
Scales 25,90: (554) 9,16¢€ — 584
Telecommunications Produc 2,05¢ (202) 4,32¢ — 691
Others 42¢ 104 10z — —
Total operating segmer 28,38 (652) 13,59¢ — 1,27¢
Corporate — (979 8,211 307 —
Group 28,381 (1,63)) 21,801 307 1,27¢
Discontinued operations 5
Total Assets 21,81:

Operating profit / (loss) by segment equals toprating revenues less expenses directly attrilritalthe generation of the segmermperating revenus
Operating loss of the corporate segment consistsipally of salaries and related costs of admiaiste staff, and administration and general expsr
the Group. Identifiable assets by segment are thssets that are used in the operation of that essigi@orporate assets consist principally of caghcas
equivalents, deferred income tax assets and alkatifiable assets not related specifically tovidlial segments.

(b) The Group primarily operates in Hong Kong and tfCP The manufacture of components and their assemtd finished products and research
development are carried out in the PRC. SubsidianeGermany was responsible for the distributiérelectronic scales products in Europe. As
operations are integrated, it is not practicabléistinguish the net income derived among the #iets/in Hong Kong, and the PR

Total property, plant and equipment, net by gedggh areas are as follows:

March 31 March 31

201z 201z

$ in thousanc $ in thousanc

Hong Kong 1,04¢ 1,11F
The PRC 5,92¢ 7,18¢
Total property, plant and equipment 6,971 8,29¢
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Notes to Consolidated Financial Statements
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Business segment informatioi(Continued)

The following is a summary of net export sales bggraphical areas, which are defined by the fihgdraent destination, constituting 10% or more @l
sales of the Company for the years ended MarcR@11, 2012 and 201

Year ended March 3.

2011 2012 2013
$in $in $in
thousand % thousand % thousand %
United State: 18,89: 67 19,94( 75 23,80« 78
Germany 5,557 2C 4,98¢ 18 5,121 17
24,45( 24,92t 28,92t

The details of sales made to customers constitdi§g or more of total sales of the Company arekosis:

Year ended March 3.

Busines
segmer 2011 201z 201z
$ % $ % $ %
Sunbeam
Products, Inc Scales 16,93¢ 60 17,49¢ 6€ 15,81¢ 52
Fitbit, Inc. Scales — — 10€ 1 5,49 18
Gottl Kern +
Sohn GMBH Scales 3,97( 14 3,744 14 3,81« 13
20,90« 74 21,34¢ 81 25,12¢ 83

Subsequent event

The Group established a wholblyvned subsidiary, Xinxing An Bang Metal and Pladfianufacturing Company Limited, in PRC after fisgahr ended Marc
31, 2013, for production of metal and plastic paduor other factories. The Group also establishreother whollyewned subsidiary, Bonso Technols
(Shenzhen) Company Limited, in PRC after fiscalwzaled March 31, 2013, to provide product desighdistribution services for the Grot

The Group entered into a rental agreement in JOh8 ® rent out the Shenzhen factory to third piosn August 2013 to August 2019, and will recaigata
income starting from October 207
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HANG SENG BANK Managing wealth for you, with you.

Qur Ref: Commercial Banking — A121107
Confidential
1 February 2013

Bonso Electronics Limited
Room 1404 14/F

Cheuk Nang Centre

9 Hillwood Road
Tsimshatsui

Kowloon

Attention: Mr. So Hung Gun Anthony

Dear Sirs,
BANKING FACILITIES

With reference to our recent discussions, we, Hang Seng Bank Limited (the "Bank") have
reviewed your banking facilities and are pleased to offer the following revised banking facility/
facilities (the "Facilities”) to the borrower(s) specified below (the "Borrower”).

The Facilities will be made available on the terms and conditions set out in this letter and the
Standard Terms and Conditions for Banking Facilities attached and upon satisfactory completion
of the security specified below.

The Facilities are subject to review at any time and in any event by 31 January 2014 and also
subject to our overriding right of repayment on demand, including the right to call for cash cover on
demand for prospective and contingent liabilities. The Bank shall have an unrestricted discretion to
cancel or suspend, or determine whether or not to permit drawings in relation to, the Facilities.

1. Borrower

Bonso Electronics Limited
Bonso Advanced Technology Limited

2. Facilities and Limits

() Facilities available to Bonso Advanced Technology Limited and Bonso
Electronics Limited ("Borrowing Group 1")

Combine Limit HKD48,000,000

Overdraft (OD) (HKDS5,000,000)

= A& 4T A Ho {
11_3._:%..1 EFE n._il HTQ Seng Bank Limited o R 2O AR R R
= AR -'-§1':-§U‘;‘.|j"‘ B3k 83 D‘&s Voeux Road C{'_‘HEFBI Hﬂng K’Dng & member of the Dow lones Sustainabiiityﬁ-s:ia Pacific Index
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Bonso Electronics Limited
Our Ref: Commercial Banking — A121107

Combine Limit

- Standby Documentary Credits
{SDC)

- Bank Guarantee (GTE)

(HKD7,800,000)
[{HKD7,800,000)]

[(USD1,000,000)]

Documentary Credits (DC) (HKD48,000,000)
- Trust Receipt (TR) [(HKD48,000,000)]
Local Documentary  Credits (HKD48,000,000)
{Local DC)
- Trust Receipt under Local [(HKD48,000,000)]
Documentary Credits (TR
under Local DC)
Import Trade Loans {ITL) {HKD35,000,000)
Documents Against Payment (HKD48,000,000)
(DP)
Documents Against Acceptance (HKD48,000,000)

(DA)
Factoring Facility (FTG) (USD2,400,000)

Negotiation under Documentary HKD15,000,000

Credits with discrepancies (L/G)

Treasury Product(s) Facility (ERL) UsD25,737,500

(Motional Limit)
Total HKDE&3,000,000
UsD25,737,500

{Il) Facilities available to Bonso Advanced Technology Limited ("Borrowing Group
")

Revolving Loan Facility (RLN) HKD8,000,000
Term Loan Facility (TL) HKD7,000,000
Total HKD15,000,000
Grand Total HKD78,000,000
UsD25,737,500

B4 W TAE D 8 Hang Seng Bank Limited

Merrsher WSBC Comongy 90 00 S5 Aokl £
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Bonso Electrenics Limited
Our Ref: Commercial Banking = A121107

Note:

(a) The aggregate outstanding under OD, SDC, GTE, TR, TR _under Local DC, ITL, DA
and FTG facilities shall not at any time exceed HKD48,000, 000.

(b) The aggregate outstanding of all sub-limits shall not at any time exceed the Facility
Limit of that Facility and the Total Facility Limit.

-

3. Facilities and Conditions

Overdraft Facility . Account Nos. :

(For Borrowing Group [) (1) 259-229698-001 of Bonso Electronics Limited
(2) 259-358728-001 of Bonso Advanced Technology

Limited

Interest: 1% -per annum over BLR on daily balances,
payable monthly in arrears.
interest on Unauthorized Overdraft: 8% per annum over
BLR

Revolving Loan Facility . Facility Amount: HKD8,000,000

(For Borrowing Group Il)
Drawdown: Drawdown can be made in HKD, subject to
availability as determined at the Bank’s discretion. Bonso
Advanced Technology Limited shall give the Bank three
Business Days' prior written notice.

In a minimum amount of HKD5,000,000 and an integral
multiple of HKD1,000,000.

Availability Period: Subject to the Bank’s periodic review.

Interest Rate and Payment: 2.25% per annum over HIBOR
or the Bank's Cost of Funds, whichever is higher, payable
at the end of each interest period or quarterly in arrears if
6/12 months period is selected. Bonso Advanced
Technology Limited may select an interest period which
shall be 1/2 week(s) or 1/2/3/6/12 month(s).

Repayment: Each loan shall be repayable on the maturity

date of such loan drawdown unless the Bank allows for a
rollover.

4 47 5M 4 8 Hang Seng Bank Limited









Bonso Electronics Limited
Qur Ref: Commercial Banking — A121107

Documentary Credits
(For Borrowing Group 1)

Trust Receipt
{For Borrowing Group 1)

Local Documentary
Credits
(For Borrowing Group 1)

Trust Receipt under Local
Documentary Credits
(For Borrowing Group 1}

T - -

Prepayment: Voluntary prepayment is not permitted during
an interest period. L

Cancellation Fee: 0.1% of the Facility Amount, payable to
the Bank for cancellation of this facility requested by the
Borrower after acceptance of this facility letter.

For issuance of documentary credits for the account of the
Borrower in favour of third parties and covering import of
goods in the ways acceptable to the Bank andfor
acceptance of bills drawn thereunder.

For trust receipt facility relating to goods imported and
financed under the Bank's documentary credits issued for
the account of the Borrower with tenor up to 120 days less
any usance/credit periods granted by the suppliers of the
Borrower.

The interest shall be 2.5% per annum over HIBOR or the
Bank's Cost of Funds, whichever is higher for HKD loan
and 2.5% per annum over LIBOR or the Bank's Cost of
Funds, whichever is higher for Foreign Currency loan.

For issuance of documentary credits for the account of the
Borrower in favour of third parties / local beneficiaries and
covering impart of goods by calling for simple / insecure
shipping evidence satisfactory to the Bank.

For trust receipt facility relating to goods imported and
financed under the Bank's Local DC with tenor up to 120
days.

The interest shall be 2.5% per annum over HIBOR or the
Bank's Cost of Funds, whichever is higher for HKD loan
and 2.5% per annum over LIBOR or the Bank's Cost of
Funds, whichever is higher for Foreign Currency loan,
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Import Trade Loans
(Far Borrowing Group 1}

Standby Documentary
Credits
(For Borrowing Group [)

Documents Against
Payment
{For Borrowing Group I}

Documents Against
Acceptance
{Far Borrowing Group |)

Negotiation under
Documentary Credits with
discrepancies

{For Borrowing Group I)

For extension of trade loans to finance the Borrower's
import of goods as evidenced by._its suppliers’ invoices and
any other relevant documents as required. The availability
of any particular trade loan will be subject to such
conditions as the Bank may decide from time to time with
tenor up to 155’days.

The interest shall be 2.5% per annum over HIBOR or the
Bank's Cost of Funds, whichever is higher for HKD loan
and 2.5% per annum over LIBOR or the Bank's Cost of
Funds, whichever is higher for Foreign Currency loan.

For issuance of standby documentary credits for the
account of the Borrower in favour of third parties and
covering services and/or other performances in the ways
acceptable to the Bank and/or acceptance of bills drawn
thereunder.

The Borrower shall reimburse the Bank immediately on
demand all amounts of claims under any standby
documentary credit issued for its account. Any amount not
reimbursed by it to the Bank shall bear default interest at
such rate as the Bank may at its absolute discretion
determine from time to time.

For purchase of documentary export D/P bills drawn on
parties acceptable to the Bank.

For purchase of documentary export D/A bills drawn on
parties acceptable to the Bank with tenor up to 120 days.

The interest shall be 2.5% per annum over HIBOR or the
Bank's Cost of Funds, whichever is higher for HKD loan
and 2.5% per annum over LIBOR or the Bank's Cost of
Funds, whichever is higher for Foreign Currency loan.

For negotiation of discrepant documents, secured or
unsecured by goods, presented under export documentary
credits issued by banks acceptable to the Bank.

fE4 #THRA A Hang Seng Bank Limited
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Factoring Facility
{For Borrowing Group )

Bank Guarantee
(For Borrowing Group 1)

Treasury Product(s)
Facility
(For Borrowing Group [)

Term Loan Fagility (TL)
(For Borrowing Group 11}

e L = I S A I Sou

Subject to terms and conditions set out in separate letter
{with subject “Offer Letter — Factoring Agreement”).

For issuance of bank guarantee for the account of the
Borrower in favour of third parties in the ways acceptable
to the Bank.

Product: Spot/Forward Exchange/Option
Notional Amount: USD25,737.500

Terms and Conditions:
All transactions are subject to the terms of an ISDA Master
Agreement between the Borrower and the Bank.

The Bank reserves the right at its absolute discretion to
decide whether or not this facility may be utilised in any
particular instance, to specify conditions on which it may
be utilised and the terms of any individual transaction.

Treasury Product(s) facilities remain subject to the Bank's
overriding right to call for cash cover on demand if in the
Bank's view a negative foreign exchange position requires
such cover. Further, the Bank may close out any or all of
the Borrower's outstanding forward foreign exchange
contracts and demand settlement of the balance due.

In consideration of the Bank's provision of / transacting the
Products to / with the Borrower, Borrower hereby
undertakes to the Bank that the Borrower's engagement of
the Products with the Bank are for genuine hedging
purpose and will not constitute over hedging.

Loan Amount: HKD7,000,000

Purpose: To finance general working capital needs.
Final Maturity Date: 3 years from the date of drawdown

Drawdown Availability Period: On or before 30 September
2013
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Revolving Loan Facility
(RLN) and Term Loan
Facility (TL)

Drawdown: Drawdown can be made on any Business Day
within the availability period by giving the Bank three
Business Days prior written notice and the drawdown may
be in minimum amount of HKD5,000,000 and an integral
multiple of HKD1,000,000.

Interest Rate and Payment: 2.25% per annum over 1
month HIBOR or the Bank's Cost of Funds, whichever is
higher and interest shall be payable at the end of each
interest period. No Interest Period shall extend beyond the
Final Maturity Date.

Repayment: Principal is repaid by 36 monthly instalments,
commencing 1 month after first drawdown.

All sums which may become due to the Bank from time to
time in respect of this facility (including but not limited to
principal and interest) are to be directly debited from the
account maintained with the Bank.

Prepayment: Prepayment (in whole or in part) is allowed
provided that the Bank receives 2 Days’ prior written notice
and such prepayment is made on an interest payment date
with a2 minimum amount of HKD1,000,000 and in its
integral multiple. Any amount prepaid shall not be
available for utilization. A prepayment fee of 1% (1st-12th
month after drawdown) on the amounts prepaid will be
charged.

Cancellation Fee: 0.1% of the Loan Amount, payable to
the Bank for cancellation of the TL facility requested by the
Borrower after acceptance of this facility letter.

Conditions Precedent:
Conditions precedent to drawdown in form and substance

satisfactory to the Bank shall include without limitation the
following:

(1) No Event of Default has occurred and is continuing or
would result from the drawing of the RLN and TL
facilities.

a4 WATER A Hang Seng Bank Limited
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T . el

{2) Bonso Advanced Technology Limited and the
guarantor(s) shall covenant that there is no material
change in their ownership, business and financial
conditions or any potential event of default or
event of default.

{3) Bonso Advanced Technology Limited and the
guarantor(s) shall promptly inform the Bank if there is
any material adverse change or any potential event of
default or event of default.

Undertaking:
Customary for financing of this nature and appropriate in

judgment of the Bank to be applied to Bonso Advanced
Technology Limited, throughout the life of the these
facilities, including but not limited to:

(1) Bonso Advanced Technolegy Limited shall undertake
the RLN and TL facilities will not be used for property
acquisition in Hong Kong or overseas.

(2) The Bank shall have the discretion to designate and
appoint an independent professional wvaluer to
conduct the wvaluation on the Property (mentioned
under “Security" section below) on annual basis or at
any time requested by the Bank. The cost of
valuation is to be borme by Bonso Advanced
Technology Limited.

(3) Bonso Advanced Technolegy Limited shall provide to
the Bank a certified copy of its annual rental reports of
the Property shown the monthly rental income within
two weeks from the end of each semi-annual period.

(4} Bonso Advanced Technology Limited shall undertake
to insure the Property with reputable insurer in Hong
Kong acceptable to the Bank throughout the whole
tenor of these facilities at their own costs. Total sum
insured should be at least 100% of the reinstatement
value of the Property.

(5) Bonso Advanced Technology Limited shall maintain
and keep at all times the Property in a good and
substantial state of repair and condition and allow the
Bank to view the state of repair of the Property.

fieo o Comm Mamle | nmldad
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(8)

(M)

4. Security

The Bank shall continue to hold:-

For the Borrower

Bonso Advanced Technology Limited shall not sell
any part or the whole of the Property without the
Bank's prior consent. The proceeds from any
permitted sale of the Property shall be applied
towards prepayment of the facilities in inverse order of
maturﬂy. e

Bonso Advanced Technology Limited shall provide
additional security or pay down the outstanding
balance of the RLN and TL facilities immediately upon
receipt the Bank's notice to restore the Loan-To-
Valuation Ratio at 50% or below in any event if the
Loan-To-Valuation Ratio exceeds 65%.

‘Loan-To-Valuation Ratio® means the ratio of
aggregate outstanding amount of the RLN and TL
facilities to the current market value (in the opinion of
the Bank's approved valuer) of the Property,

(1 Cross Guarantee dated 27 June 2011 for unlimited amount from the Borrower.

(2) Guarantee dated 27 June 2011 for unlimited amount from Bonso Electronics

International Inc..

For Bonso Advanced Technology Limited

{1) All Monies First Legal Charge over House No.27 (including the garage, garden
and roof appurtenant thereto) of Savanna Garden, No.4283 Tai Po Road, Tai Po
Kau, Tai Po, New Territories (the "Property") with Bonso Investment Limited as the
mortgagor. The charged property is required to have insurance covered according
to Clause 12 of Standard Terms and Conditions for Banking Facilities.

(2) Rental Assignment over the Property with Bonso Investment Limited as the

mortgagor.

(3) ISDA Master Agreement, with the ISDA Schedule to the Master Agreement, dated
28 June 2011 made between Bonso Advanced Technology Limited and the Bank.

4 ®FHKRL S Hang Seng Bank Limited
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(4) Assignment of Insurance Policy dated 9 March 2012 executed by Bonso
Advanced Technology Limited as policyholder(s) to assign by way of security to the
Bank all the rights, titles, interests and benefits in and to a policy in the amount of
UsSDA1,000,000 and So Chun Bong Andrew as the insured party issued by an
insurance company acceptable to the Bank (the “Policy”), and the proceeds of such
Policy, free from all encumbrances.

For Bonso Electronics Limited

(1)  ISDA Master Agreement, with the ISDA Schedule to the Master Agreement, dated
11 July 2011 made between Bonso Electronics Limited and the Bank.

The Borrower shall ensure that the legal charge and releasefdischarge of any property
mortgaged to the Bank as security for the Facilities will contain all the usual provisions
which are currently in use in Hong Kong and will be prepared by solicitors designated by
the Bank.

5. Undertakings

The Borrower and the under-mentioned undertaking parties {if any) shall continus to
undertake to the Bank as follows:-

{1) Bonso Electronics International Inc. and its subsidiaries/ associated companies
shall not pledge any assets without the Bank's prior consent.

(2)  The Borrower undertakes that for any Facilities denominated in Renminbi (if any}, it
will not directly or indirectly on-lend the proceeds of such Facilities to (i} any
individuals and (ii) any Designated Business Customers if the proceeds of such
Facilities (or any other Renminbi proceeds derived therefrom) are directly or
indirectly credited to Renminbi accounts for the category of Designated Business
Custormers which are maintained for limited purposes of handling Renminbi
cashnotes obtained in their ordinary course of business as Designated Business
Customers and for Renminbi bond investment.

"Designated Business Customers" means establishments that have had a business
relationship with a Hong Kong Renminbi business participating bank for more than
three years which engage in commercial retail, catering, accommodation,
transportation services, communications services, medical services, or educational
services, including such establishments that have had a business relationship with
such participating bank for less than three years, but with concrete evidence to show
that they have the actual relevant business background.

The Borrower shall and agree to indemnify the Bank for all losses and liabilities
incurred or suffered by the Bank arising out of or in connection with any breach of
the above undertaking by the Borrower.

10
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(3) The Borrower shall provide to the Bank a certified copy of its annual audited
accounts/financial statements within 270 days after the end of each financial year
and such other relevant financial information as the Bank may from time to time
reasonably request.

{4y  The corporate guaranter(s) (if any)} shaﬁ provide to the Bank a certified copy of its
annual audited accountsffinancial statements within 180 days after the end of each
financial year and such other relevant financial information as the Bank may from
time to time reasonably request.

(5) Each of the Borrower and the corporate guarantor(s) (if any) and the corporate
security provider(s) (if any) shall immediately inform the Bank once there are
changes of its directors or beneficial sharehclders or amendment to its
memorandum and articles of association or equivalent constitutional documents and
shall ensure that such changes/amendment are updated in the company registry of
its place of incorporation promptly.

6. Fees

A facility review fee of HKD30,000 from Bonso Electronics Limited will be debited from the
Borrower's account maintained with the Bank at the expiration of 14 days from the date of
this letter unless the Bank within 7 Business Days from the date of this letter receives the
Borrower’s written notification that the Facilities are no longer required.

Upon completing each review of the Facilities, the Bank is authorised 1o debit the current
account maintained by the Borrower with the Bank for the facility review fee as the Bank
may prescribe from time to time,

If applicable, a valuation fee shall be payable by the Borrower for the purpose of valuation
of the property by surveyor appointed by the Bank in its sole discretion. The Bank is
authorised to debit the current account maintained by the Borrower with the Bank for such
valuation fee as the surveyor may charge, notwithstanding that the Borrower does not
accept this Facility Letter, the Facilities are not made available due to the Borrower failing
to comply with the terms and conditions set out in this Facility Letter, or the Facilities are
cancelled or suspended at any time.

Section 83 of the Banking Ordinance

Section 83 of the Banking Ordinance (Cap. 155, Laws of Hong Kong) has imposed on us as a
bank certain limitations on -advances to persons related to our directors or employees. In
accepting the Facilities, the Borrower should advise us whether the Borrower is in any way related
to any of our directors or employees within the meaning of Section 83 and in the absence of such
advice we will assume that the Borrower is not so related. We would also ask that if the Borrower
becomes so related subsequent to accepting the Facilities, the Borrower should immediately
advise us in writing.

11
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Please note that in reviewing the application, we may make reference to the credit report(s) of the
Borrower(s)/guarantor(s)/security provider(s) (as the case may be) from the credit reference
agency(ies). If you wish to access the report(s) yourself, you can contact the credit reference
agency(ies) directly at the following address:

Commercial credit reference agency: )

Dun & Bradstreet (HK) Ltd., Unit 1308-1315, 13/F., BEA Tower, Millennium City 5, 418

Kwun Tong Road, Kwun Tong, Kowloon.

Tel: 2516 1100 ; Fax: 2960 4721.

Please arrange for the enclosed copy of this letter to be signed by the Borrower and all guarantors
and security providers of the Facilities and return the same to the Bank with Board Resolution(s)
and Shareholder's Resolution(s) (if applicable) of the Borrower and all guarantors and security
providers hefore 1 March 2013, failing which our offer shall lapse unless it is extended by us at
our absolute discretion,

By accepting this Facility Letter, you would agree to channel all your remittance transactions and
insurance arrangement to the Bank. Our Cash Management & Payment Services Department and
Commercial Sales Department would contact you to offer our services on remittance and
insurance respectively.

Should you have any queries, please do not hesitate to contact the following persons:-

Queries on Name Telephone No.
Banking arangement Ms. Chan Ying Tung Kelly 21983521
Factoring arrangement Ms. Joan Kwan 21988678
Insurance Mr. Stanley Ng 36625056

Mr. John Li 21982522
Remittance Mr. Billy Chow 21984534

Remittance Hotline 21986919
Wealth management Ms. Joey Tsang 21985534
Execution of documents Documentation Hotline 21982084

Kindly return the accepted Facility Letter and executed documents to Credit Operations
Manager, Credit Operations Department, L21, Tower 2, Enterprise Square V, 38 Wang Chiu
Road, Kowloon Bay, Kowloon, Hong Kong.

12
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We trust that you will make active use of the Facilities and are pleased to be of continued
assistance.

Yours faithfully,
For Hang Seng Bank Limited

Jessica Hung Jones Chung

Senior Vice President Vice President

Portfolic Management and Compliance Portfolio Management and Compliance
Corparate and Commercial Banking Corporate and Commercial Banking
KThwsk

I\We hereby accept the Facilities and agree to be bound by all the terms and conditions set out in this
letter and the Standard Terms and Conditions for Banking Facilities, which I/we have read and
understood.

f of
Eo 8 ROVANCED TECHNOLOGY LTD.

- ‘-‘/r-_'i-' @i
Bonso %cl‘(onidﬁ Limited

IMVe agree to act as guarantor/ security provider of the Facilities upon the terms and conditions set
out in this letter and the Standard Terms and Conditions for Banking Facilities.

For eod on behalf of

Bonso Elgeinics InternationaHmic.

fe £ 475 M £ 8 Hang Seng Bank Limited
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HANG SENG BANK

Standard Terms and Conditions for Banking Facilities

Definitions and interpretation

In the Faclity Letter and these Standard Terma and Cosdilions, uniass
defined otherwise or the conlext atherwiae requires:-

*Bank" means Hang Seng Bank Limiled which Incudes all its branches and
offices wherever stuated and its succassors and assigns;

“Base Rate” means HIBOR, LIBOR, SIBOR or such other interest rate on the
londing &nd bomowing between banks in other interbank market as may be
quoled as tive base interes! rate for the relevant Facilites and spedfied in he
redevent Faciity Lether;

“BLR" means the rate which the Bank snnounces of applies from ime to time
as Mg best lending rate for lending Hong Kong dokiars of. if applicable, United
States dollars of olher foreign currency, which rate is subject to Ructuation at
the: Bank's dizcration;

“Bomower” means the borrower, and whera there s more (han one
bomower, &l references to the “Borower” shall mean all such persons or
any one of them speified in the Faciity Letter;

“Buginess Day” means a dey (other than a Salurday or a general holiday
within the meaning of the Genaral Holidays Ordinance (Cap. 149. Lawsa of
Hong Kongl) on which commersial banks are open for businese in Hong
Kong and, if applicable, the poncipal financial cemre of the relevant
cumency o inerbank offered rate,

*Cost of Funds® moans the <03t 1o the Bank of funding the Facifties from
whatever source(s) il may reasonably select;

“Faciilies” means the banking facilifies made available by the Bank to 1he
Borrower;

“Facility Letier” means the facifty letter issued by the Bank 1o the Bomower
in refation to the Facilties;

*Hong Hong™ means the Hong Kong Special Administrative Region of tha
People’s Republic of Chana;

“HIBAR" means the Heng Kong Interbank Offered Rate quoted by the Bank
for the velevas period, which rate is subject to fucluation &t the Bank's
discredion,

“LIBOR" means the London Interbank Offered Rate quoted by the Bank for
the relavant period, which rate is subject 1o fluctuation sl the Bank's discraton;
“Margin® means the interesl margin (i.e. the perceniage rate per AL}
gpecified in the Facility Lefter;

*Quotation Ddy" meana in relation to any perlod for which an interes! rate is o
be dedenmined, the first diy of that period unless markel prectice differs in the
ralevant interbank Framket in which case he Quotation Day will be determinad
in accordance with mmmmhmwmcmn
quotation would nornaly be given by keading banka in the relevant market on
mora than one day, the Quatation Day wil be the 1as! of hose days),

“RMB Prime Rate”™ means the rate which the Bank announces or applias from
time 1o lime a5 is base rale for Renminki finance, which rate s subject to
fluctuation al the Bank's discretion;

“SIBOR" means the Singapore interbank Offered Rate quoted by ihe Bank
for the relevant period, which rate is subject to fluctualion at the Bank's
discretion:

*Subsidiany” has the meaning given o @ in the Companies Ordinance (Cap.
32): and

*Supplement” means @ Supplement to Ihese Standard Terms and
Condilsons,

In the Facility Letter and theee Standard Terms and Conditions, uniess the

context cdhenwise reguines:-

{#) any reforence bo & person includes an individual, @ company. a
partnership, 8 sole proprietorship or an unincorporated body and #s
Sutcessors and assigns,

(b} any reference 1o a document includes thal document as amended,
varied, supplemented, replaced or restated in any manner from time
Lo bime:

e} any reference 10 8n enactment includes thal enaciment as amended
or re-enacted and any subsidiary legiskation mede under it;

() words importing the singular include the plural and vice versa and
words importing a gender inciude every gender;

() the words "other”, "include{s)”, “including” and ‘in pasicular do not
Emit the generslity of any preceding words and ara nol lo be
construed as being fimiled to the same class as the preceding words
where 8 wider construction is possible, and

(0  headings are inserted for reference onty and are to be ignored in
consiruing the Faciity Leter end these Slanderd Terms and
Condiions.

Bank's rights

The Bank raserves tha right to terminate any offer of faciilies set out in o
Facility Letter by notice to the Bomower without giving any reascn and the
Bormower shall not be enlifed to claim any damagas or compensation for
such farmination fom the Bank.

Thi Bank shall have the right at any time to require any security o further
security 1o be provided by the Bormower or any third party lo secure the
Faciliies or any other obligations of the Bowower 1o the Bank. Al he
request of the Bank, the Bomower shall execute such decuments and
perform such acts as the Bank may consider necessary to creale and
parfecl the required security.

Default Interest

Changes to Calculation of Interest

Market disruption

1]

5]

Drawings against Uncleared Funds

If the Bank permile the Borrower 1o draw against funds to be callected or
transferred fram any account, the Borrowar shall on demand reimburse the
Bank in full the amount so drawn if ihe Bank doas not receive the funds in full
at the time the Bank cught 1o have received the same or if, after the Bank
has accepled the transfer, the Bank is prevented from collecting or freety
dealing with the funds in accordance with usual banking practice.

Refusal of Payment

The Borrower hereby imevocably authorizes the Bank fo refuse payment of
any cheque, bill or any alner ocumant the payment of which would reduce
the Bomower's credit balance with Ine Bank below the amount of tolal
indebledness owing by the Borower to the Bank whether aclually or
continganily.

Borrower's Accounts

The Bank may, at any fime. confinue any existing accounl and open any new
account in the name of the Bomower and no subsequent transaclions,
recapls of payments involving such naw accounts shall affect the liabliities of
{he Bommower.

Representations and Warranties

The Borowes raprésents and warrands (o the Bank that -

ta}  inrespect of all Iransactions under the Facililies it is acting az principal
and noL &3 agent;

b} i is duly incorporated and validly ewisting under ihe law of its
incorporation:

{c) its total bomowings and llabilities, actual or contingent and mnciuding
any sums ewing hareunder, are within its powers undar tha terms of
ils conatiutional decurments;

[ It has the power to enter inlo the Facility Letter and to perform s
obligations thereunder and all corporate and other actions required to
authorize the execullon of the Facility Letter arid the performance of
i1s obligations thereunder have bean duly taken; and

1] all acls, conditions and things required to be done, fulfiiled and
performad in order 1o ensure that the ebligations 1o be assumed by it
under the Facllity Latter are Jegal, valid and binding have been done,
fulfiled and peformed.

Undertakings

Without prefudice 1o any other undertakings of the Borrower fo e Bank, the
Bosrower undertakes to the Bark that so long as any of the Facilitios are
made avallable 1o the Borrower of Bny amownt remeins oulstanding under
the Facilities, the Bomower shadl at ail limes promptly advise the Bank of any
mmtmdal aduarea charos i the eondition fnencial or othersise) of the
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Borrowar ar any of its Subsidiary snd notify the Benk of any ktigatan, 14,2 Al payments by the Borower lo the Bank pursuant to the FacSties shall be

arbilralion of praceedings, pending of threatened against the Bomower or mada in the curmency of the relevant facilily or liability or, if the Bank so
any of its Subsidiary which might materially affect the continued operations aprees, in & differenl currency, in which case the conversson to thet different
or financial condlion of the Borrawer, If the Borrower Fails to provide such sumency shall be made at the Bank™s pravailing exchanga rabe.

advica or notice to the Bank within seven {T) days sfter the Bomower has
knowledge of such change or proceedngs, all outstandings under the
Facifiies shafl bacorme Immediately due and payable and the Bank shall
hawe the: fght to demand immadiate repayment of such oulstandings.

143 Mo payment to the Hank pursuanl to the Facilities shall discharge the
obligation of the Borrower in respect of which it was made unless and wntd
paymend in full has been received in the currency in which iLis payable under
the Facdities and, to the extent that the amount of any such payment shall on
actual conwersion into such cumrency at the Bank's pravailing exchange rate
fall short of the amount of the obligadion expressed in thal curency, the
Borrower shall be liable for the shonfall.

Fees and Expansas

fandi
one curmng to anuthar In an'.l oihal [MArder,

16.  Indemnity

oiroawar shall indemni k. itz office B inst adl

condinud to b
[l acilities |

Insuran s

Any property morigeged to the Bank shall be insured apalnst the risks of

fire, earhquake (fire, shock end flood), lendslp and subsidence
endorsement, explogion, byphoon, windslorm and Aood for the faciity

amount or the cost of reinstating such property. The insurance shall be

taken out with QBE General Insurance (Hong Keng) Limited or such other

insurance company with the Bank's prior approval ai the Hank's sole

discretion and the insurance policy deroting the Bank's imterest as

chargee, logether wilh the receipt for premium paid, shall be lodged with

the Benk on or before execulion of the mortgage over the properly; the

renewal policy, alss with the Bank's interes! baing dencted thereon, shall

be lodged with the Bank no later than 14 days prior to the renewal date of 17.
the policy. Otherwise, the Bank will insure the property on behall of the

Borrower, (he premium of which shall be debited to the Bomowar's account L ; ATE

wilh the Bank. If the Insured amount is based on the reinstatement cost, & be k-l Iy isble with the ulhar B‘° £ - |
valuation and admmistration fee shall be charged for the indtial and each 4 & : E 2 2
subsequent renewal. The Bank may require an updated valuation repon at
any time as i thinks fit and all valestion fees shall be for the account of the
Borronwer.

Any machinery charged to the Bank shall be insured for the full
repiacement value of the machinery when it iz new. The insurance shall be
taken oul with QBE Genaral Insurance {Hong Kong) Limited or such othar
insurance company with the Bank's prior approval st the Bank's sole
discretion and the insurance policy noting the Bank's interast as charges,
1ogather with the receipt for premivm paid, shall be |odped with the Bank an
or bafore drawdown of the facility. The renewal policy, Blzo with the Bank's
interest noled theraon, shall be lodged with the Bank no later than 14 days
prior 1o the fenewal date of the policy. Olhenwise, the Bank will insuse the
machinery on behalf of the Bomower, the premiumn of which shall bae

debited 1o the Borower's account with e Bank. 18. Borrower's Consent to Release [nformation to Guarantors or Third
Farty Security Providers

Taxes The Bomower consenis and acknowledges ihat the Bank may provide the
All payments to be made by the Borrower, &ny guaranior, security provider Bomower's information to any proposed of actual guardmar of other third
ar clhya person fl:‘.ullech'vd?gr “the obligors® E’n?‘eam “an obligar”} to the party ww provider for thelr solicilors) In respect of the Faclities,
Bank in respect of the Facilfies or under any documents refating to the mcluding- :
Facififies shall be made {o the Bank as specified by the Bank without any fEtl3: iy sl Iniarmanan cnseming, e oo
sef-off, counterclalm or condition and free and clesr of all present and (b) acopy of a summary of the Facifity Letler, s
future taxes, deductions or withholdings of any nature whatsoever, IF al {c) . copy ofany formal demend for oveedus payimiant wlich (& senl lc ik
any lime an oblipar is required to make any deduclion or withholding for or Borrawer afler it nas lailed Lo scie an overdue amount; and
on account of tax or otherwise from any payment to the Bank, the sum du (d} =acopy of the lalest statement of account provided to the Bomower.
from thal obligor in respect of such paymeni shall be increased lo (he i
exlant necessary to ensure that, after the making of such deduction or 9. Disclosure of Information to Credit Reference Agency
withhelding, the Bank receives on the due dale for such payment (and {ay Each Bomower acknowledges and apgrees that, subject to sub-
retaing, free from any llability In respect of such deduction or withholding) a paragraph (b) below, any information with respect to such Bomower
net sum agual to the sum which the Bank would have recaivad had no which i3 provided by such Borrower at the request of the Bank ar
such deduction or withholding been made or required 1o be made and the collected in the coursa of dealings betwesn such Bomrower and the
obligors shal ginlly and severally indemndfy the Bank apainst any losses, Bank may be disclosed 1o, o used and retained by, any cradi
liabilitias, intarest, panallies, of cosls and oxpanses payable or incurred by reference agency or similar sanica provider for the purpose of
reason af any fallure of the relavant obligor to make any such deduction or verifying such information or enabling them lo provide such
withholding or by reason of any intreased payment not being made on the Infermation to other institutions (1) In ordar that they may camy out
due date for such payment. Upon request of the Bank, the obligors shall cradit and other stalus checks in respect of such Borrower, (2) for the
jointty and severally and promptly deliver to the Bank evidence satisfactory purposes of reasonable monitoring of any Indebtednass while there is
o the Bank that such deduction or withholding has been made or {as a current default by such Bomower as borrower or guarantor andior
applicable} any appropriate payment paid to the relevant fax authoity., {3} to aasist them in collacting debts.
Ay fee or charge referred 12 in the Facility Letter and these Standard (b} For a Borrower which |5 a Bmided company:-
Terms and Conditions iz exclusive of any valus added tax, goods and i Any Borower may by giving the Bank 80 days' notice in writing
services lax or any obfr b which rmight be chargeable in connection wilh revoke the consent conlgined in sub-paragraph (8) above.
thal fee or charge. If any value added tax, goods and serlices tax or other {iiy If any Bomower gives nolice to rewoke the consent given
fax is so chargeable, it shall be paid by the relevant obligor al e same pursuant 1o sub.paragraph {a} in accordamnse with sub-paragraph
fime as |t paya the relavant fze ar charge. (B}, the Bank may:-

{01} subject to {06) and (07) below, the Bank may conlinue 1o
Paymants discioae information pursuant to sub-paragraph (a) umtil
For the avoidance of doubd. ail payments by the Borrower to the Bank the notice of revocalion glven pursuant to sub-paragraph

nasraaiant tn the Eanilitins shall ba made in immadiabahe availtable fnds (b){i} expiras;
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{02) the Bank may notfy all persens to whom the Bank is
permitted to disclose informaton pursuant 1o Sub-
paragraph (a} of the fact thal a notice of revocation has
been given purauant to sub-paragraph (B}

(03} the Bank may repard the notice of revocation sarved on
the Bank as alao applying to the consent such Bomowes
has previcusly given in respect of all other credit facilities
{including hire purchasa or leasing loans) granted to
such Borrower by the Bank;

(4) the Bank may terminale the Faciliies and any other
facilities provided 1o such Borrower with effect fram the
date lo be advised by the Bank, subject o the terms and
conditions by which the relevant facilities are govenved;

{05) ke credd reference agency of similar sarvice provider
may confinue 1o relain information provided o it by 1he
Bank in its Infemal anchive for its internal use but not for
provision of such information 1o other instituions when
they sesk cridil reports;

{06} the Bank may centinue to provide information relating 1o
hire purchase and leasing Wransactions and loans o
wholesalers and relailers to finance the acguisiton of
siock in trade to the cradit reference apency or similar
sendce provider nobwithatending revocation of the
consent referred to in paragraph (B)(i) abeve; and

(07) Ihe credit reference agency or similar service provider
may continué 10 provide information relating to hire
purchase and lessing transactions and loans o
wholesalers and ratailers 1o finance the scquisition of
stoek In trade and information which is a matier of public
record notwithstanding the revocalion of the consent
referved 1o in paragraph (b){i) above.

{c) For a Borrower which is & sole propristorship of pannership, any
Borrowar may instuct the Bank, upon lermination of an account by
full repayment without any refingncing from the Bank, lo make a
request 1o the cradil refesence agency or similar service provider to
delate relevant actount data from its database, so long as ihe
instruction i given within 5 years afler account termination and al no
fime did the account have a default in payment for & period in axcess
of B0 days wilhin § years immediately before account termination,

{d} Subjec! 1o sub-paragraphs (b} and (c), this consent shall remain in
effec despita the terminalion of any Bomower's account or borrawing
relationehip with the Bank.

(e} This consenl is given by the Borrower, or if there ara more than one
Borrower, by each of the Borrowers severally.

{fi  This consent is in addition (o and does not affect any apraement of
cansent contained in any account rules, terms and conditions or olher
confracts and agreements of documents goveming any Bomower's
aceount andior borrowing relationship with the Bank.

Disclosura of Personal Data and Borrower Information

{a} To ensble the Bank 16 consider whether to make or continue lo make
available Faciliies to tha Bomower, the Borrower shall, upon the
Bank's requast, supply fo the Bank from time to fime personal data
relating to the Bofrower andior other Information relating 1o the
Borrower and, where applicable, any of the Borrower's directors.
authorized signatories andfor other officers or representativas and
failure o do 56 may result in the Bank's inability to make or continue
o make available Faclities 1o the Borrowar.

{by Al information and perscnal dala in relation to the Bomower and,
where applicablo, each of the Bomower's directors, aulthorzed
gignatories andlor other officers or representalives and all other
information relating 1o the Faciity Letter of tne Faclities and any
wransaction o deakng between each Bomowsr and the Bank which
are i Ihe Bank's possession or control from fime to time shall
collectively be referred to a8 *Borower Information”.

{c} The Bomower agrees (for and on behall of the Bomower and each of
the Bomower's direciors, authorized signatories andior eiher officers
of representatives) thal the Bank may:-

i) use, store, disclose, tranefer (whelher within or outside Hong
Kong) andior exchange any Bomower Information lo or with
such persons as the Bank may consider necessary including
any member of the group of compenies of which the Bank is a
member [“the Group®) for any and all purposes in connedclion
with any senice andior credit of banking facility andior
accommodation provided or to be provided by the Bank or any
other member of the Greup o the Borrower or lo any other
person at the request of the Borrower, and/or in connection with
matching for whatever purpose {whether or not with & view to
taking any adverse action againgt the Barower) any Borrowar
Information with other perscnal data conceming the Borrower in
the Bank's possession, endior for the purpose of promeling,
improving and furthering the provislon of other services andlor
facilifies by the Bank and any other member of the Group to the
Borrower of to any olher person at the request of the Borrower
genaerally, andior any other purposes end to such persona as
may be In sccordance with the Bank’s general pelicy on
disciosure of personal data andfor ofher information as sel oul in
stalements, circulars, nolices or other terms and condiions
made available by the Bank to the Borrower from time to lime;
andfor

(i) deliver any Bomower Information 1o any credil reference agency
of similar service provider, and in the event of defaul by the
Borrower of by any clher persen (to whom the Bank has made
advances or atherwise give credil of afferd Faclites at the
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request of the Borrower) in perferming any obligations o
dlecharging any liabillties to the Bank, o any debt collection
agency of simiar seryice provider, andfor provide banker's of
eredil referencas to other financial institutions or other parties in
respeci of the Bomower, andfor

{liiy where the Bank considars it necessary or appropriate, the Bank
may Wansfer any Bomower Information 1o any service provider
(whether si{uated in or outside Hong Kong) for the purpose of data
processing of providing any $ervice on the Bank's behal to the
Bormower. Where the service provider is silualéd outssde Hong
Kaong in an area where there arg less stingent data prolection
laws, Ihe Bank will impose on the service provider confidentiality
undertakings substantially similar 1o the requirements of the data
prateclion laws in Hong Kong. In any evend, the Bank will remain
responsible for ensunng the confidentiality of the Bomower
Information so transfermad.

Severability

IF @ny provision of the Faclity Lenier or these Standard Terms and Conditions
is or becomes illegal, invalid or unanforceatle (n any jurisdiction, that shall
not affect the legality, validity or enforceability of any other provision of the
Facility Letter and these Standard Terms and Conditions or the Isgality,
validity or enforceshility of such grovision in any ciher jurisdciion.

Assignment

The Borrower may nol assign or transter all or any of its fghts, benefits ar
obligations under or referred 1o in the Faciity Latler and Ihese Standard
Terms and Conditions wilhow the Bank’s prior wrillen consent.

The Bank may at any ime assign of transfer to any person all or any of Its
rights, benefita or obligations under or refered ke in the Facility Letter and
these Standard Terms and Conditions or change its lending office.

Changes in Circumstances

Without prejudice to other provisions in the Faciity Lettar or these Standard
Terms and Conditions, if at any time the Bank daterrmings that it is or will
bucome uniewful or confrary 1o any directive of any agency of any stale for it
te continue with s obligations under the Faclity Letier or if in the Bank's
opinian there is a materal change in marke! conditions including increased
cost of funds which does not sdequately reflec! the cosis to the Bank of
obfaining funding for or makes il unfessible for the Bank to continue with its
obligations under the Facility Letter, the Bank rvay notify the Bomower of he
same In writing and (hereupon {unless he Bomrower and the Bank reach a
suilable aMemalive amangement) the Bank's obligations shall be cancelled
and the Bomower shall repay Ihe indebtednoss and accrued interest thereon
and eny other sum due io the Bank under the Facility Latter.

Certificate by the Bank

A certificate in writing signed by a manager or other duly suhorized officer of
the Bank stating the inferest rate and the amount &t any partcular ime due
and paysbln by the Bormowar to the Bank under the Facilily Letter, and any
other certificate, datermination or opinéon of the Bank provided in relation to
the Facilties, save to the extent of manifest arror, shall be conclusive and
binding on the Bormowear.

Amendment

The Bank may, at its absolule discretion. by notice 1o ihe Bomrower vary,

amend ar suppleman (i} these Standard Terms and Conditions and (i} it

relaling to any interest, charges, commissions or fees, the terms of any

Facility Letter andfor Facilifies. Such variation, amendment or supplement

shall lake effect on the date of the notice sefting oul detailz of auch variation .
dment of Sug or, if later, the dale specified in the notice.

Inconslstency

In the evenl of any inconsistency between these Standard Temms and
Conditions and any Supplement, the relevant Supplement shall prevail.

In the event of any inconsistency between the Faclity Letter and these
Standard Terms and Conditions, the Facility Letter shall prevail,

Force Majeurs

Without prejudice fo otiver provisions in the Facility Letter of thase Standard
Terms and Conditions, in the event of the Bank directy or indirectly baing
rendered unable by reason of force majeure 1o grant or continue granting the
Facilities or any part thereof to the Borrower, such Facilies or any part
therecsf not ulilized whether o not nodificalion, request or applicalion
whatsoever has been given fo the Bank to dramvdown or utifize the Faciliies
snall ceasa 1o be available io the Borrower, and in the case of outstanding
ransaclions, the dus date of such transactions shell be posiponed until such
impediment has ceased to exs!, without any liabiliies lo the Bank.
Mobwithstanding the occurrence of an evant or events of force majeure,
interest shall nevertheless continue to acerue on all outstanding transactiona
until the Bank has recsivad payment for ihe sama.

Force majeure shall mean and include such changes of eventa of national or
intemationad, financial, political or economic condilions or currendcy availsbility
or exchange rales of exchange conirels as (in any case) would make it
impossible, unlawful of contrary to any requirement of or request from any
central bank er olher fiscal monetary authority (whelher of nol having the
force of law) for the Bank e grant or continug granting the Facilities 12 the
Borrower of for (e Bank to any oulstanding transactions, or acts of
God, sifikes, lockouts, boycotls, blockades {wheiher or not such sirikes,
lockouts, boycotts or Dlockades effected by or upon the Bank or its
amployess), indusinal disturbances, acts of the public enemy, wara {whether
declared or not), blockades, Insumections, rols, epldemics, earthquakes,
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fires, storme, floods, ofher natural catasirephe. Gvil disturbances,
governmental regulations and any other causes whether of the kind herein
mentioned or olherwise not within the conired of the Bank,

The Bank shall ned be responsitle for any damages resulting from any
forca mejeure, mo matter how initiated.

Upon occurrence of any event of force majeure, the Bank shall be entited
1o demand repayment of all gutatandings under the Facilities, and the Bank
shall not in any circumslances ba liable 1o the Borrower in respect of any
loss or damage suffered by the Bamrower as a result af ihe Bank exerciaing
1his mght,

Governing Law and Jurlsdiction

Tha Facility Letter. these Standard Terms and Condilions and the Facililes
ghall be gowerned by and construed in eccordance with the laws of Hong
Kong. The Bomower imavocably submits 10 the non-eclusive jurisdicton
of Hong Hong courts.

If the Bosrower is nod ordmanly resident in Hong Kong of 8 company
incarporated under the iaws of Hong Kong or a foreign company registered
under the Companies Ordinance (Cap, 32, Laws of Hong Kong), the
Borrower hereby appoints a process agent (as nofified to the Bank) to
accepl sendce of any legal process in Hong Hong in connection wilh he
Faciifies. The Borower agrees thal any wiil, summens, order, judgment
ar alher document shall be deemed duly and sufficiently served on the
Borrower whan lefl at o0 sent by post to the address of the process agent
last known to the Bank. The foregoing shall net limit the Bank's right to
senee process on lhe Bomower by any olher mode of service.

Foreign Exchange

Purpose

AR foreign exchange facilibes provided by the Bank 1o the Borower are for
the Borower's ulllization to cover interes! or exchange rate exposure
incurred in the normal course of the Borrower's business.

Utilization

The aggregate amount of uiilization under afy foreigh exchange faclily
provided by the Bank to the Borrower will be caleulaied by the Bank on a
rizk-welighted basis using the Bank's standard rsk-weighting algarithms
These will use different weighlings for diferent products, but for 8 deal of
any givan nominal amount of a perticular product thesa waightings will ba
lpwer for deals of shorler maturities and for deals where the value of a
contract on a mark-to-marke! basis 15 in (avour of the Borrower. The Bank
will be pleased o advise the Borrower al any Hme of the Bomowar's curent
utilization under the limits stated in the Facility Letter. The amount of any
and sach uliizatioh avadable o (e Bormower shall be calculated by the
Erank which caloulation shall ba conciusive.

Inconsiztency with 1504 Master Agreament

In the event of any inconsistency between the Facility Letler and the 1504
Master Agreamani made between the Borower and the Bank, the Facility
Letter shall prevail and the provisions of the ISDA Masier Agreement shall
be amended to the extent of such inconsistency.

Authorized Signatories

The Bomower shall at the Bank's request from time 1o time submit 1o the
Bank the names and specimen sipnaiures of the aulhorized signatories
(“Authorized Signalories™) who ara authorized to entes into any foreign
exchange transaction orally or in wriing and fo execute any docurment in
relation ta swch Iransaclion on behall of the Bomower, including remittance
Instructions,

Instructions

The Bank shall agree with the Borrower in wiiting the use of a password
frarm time to fime such thal one password shall be in uze at any one time
and any chanpge in the passward shall automatically cancel the validity of
the password previously in use. The Bank shall at all limes whan the
Bank’s dealing room is i eperalion be authonized to act on the instructions
given werbally by telephone by any one of the Authorized Signatories
provided that the valid password & quoted. The Bank may st ita absclute
discretion determine thal some or 8l of the Authorized Signatories do not
need to quote the password and the Bank shall be authonzed to act on
their instructionsforders without the password being quoted. The Bamawar
expressly agress to be conclusively bound by and liable for i the
instructionsfordars  of an  Authorised  Skgnatory and  all  the
instructions/orders which the Bank ressonsbly believas are those of an
Aulhatised Signatory.  In the avent of dispute, the Borower agrees lo
accept the Bank's tape recordings as conclusive ewvidence of the
instructions/orders given verbally by telaphona.

Conflrmations

The Bank shall provide the Bomower with a wrilten confirmation of each
foreign  exchange firansaction effecled under the Facliies (FX
Transaction”). Any delay or failure in deliverng a confimmation shall not
affect the vaidity of the relevant FX Transaction. In the absence of manifast
emor, all confirmations and statements sent by ine Bank ahall be conclusive
and binding on ihe Borrower unless, within one Business Day of receipt,
notice: In writing is given to the Bank of any abjection.

Each confirmation issued in respect of a FX Transaclion should be checked
by the Barower upen receipt with a copy of which signed and relumed 1o
the Bank.
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Bank's rights

Loan Facility

PurposeEach term loan, revciving loan, property instalment loan or olher
loen fecility made available by the Bank fo the Borower shall be used by tha
Barrower salely for the purpose specified in the Facility Letter.

Drawdown -

For any ferm loan or revolving loan facility which allows mull.currencees
drawdown, the fellowing provisions shall apply:-

) For the purpose of calculating the limit eavailable for drewdown, all non-
Hong Keng dollar advances outstanding and infended non-Hang Kong
dollar drewdown shall be calculated as the equivalen! of the Hong
Kang dollar amount al the spot T/T seding rate as quoted by the Bank
on the date of drawdawn. If as a result of such caleadalion the intended
drarvdown (in Hong Kong dollar or other currencies) causa the limit of
the facility o be exceeded, the drawdown nofice shall be dearmed nol
to hawe been sarved.

(i} For the purpose of delermining whether the limit of the facility has been
exceeded, on the |ast dey of each interest paeriod (the “Calculation Dabe”)
the aggregata of all non-Hong Kang doflar advances outstanding wil be
calculated as te equivalent of the Hong Kong dallar at the spot TVT
seling rate of the relevant curency as quoted by the Bank an the
Calculation Date. The efective limil of the facdily shall be reduced: {i)
by amount undrawn Bt the end of the awvailability period, (§) in
accordance with the rolevan! repayment provision and (i) by any
prepayment made by the Bomower. |f 88 a result of such calculation the
limit of the facility is excesded, the Bomrower shall repay such excess
wilhin 3 Business Days upon notificalion by Ihe Bank, Amount repaid to
raduce Bmil excess cannot be re-bomawed.

Any undrawm amount after the availability period shall be canceled,

In respect of any term loan facility, no amounl repaid or prepaid cen be
rebomrowed.

In resgect of any lerm loan or revohving loan facility, no loan or inlerest
periad shall ecdend beyond the relevat final matunly date,

Interest

Inderest shall be calculated on the basis of the aclual number of days
elapsed and (in respact of loans in Hong Kong dollars) a 365-day year or {in
respact of loans in currency ather than Hang Kong dollars) & 360-day year.
Intarest shall be calculated up to but excluding an intarest payment date.

Repaymant

If any repayment date falls on 8 day which is not 8 Business Day, repayment
shall be made on the nexi Business Day unless such Business Day falls on
the next calendar month in which case repayment shall be made on the
preceding Business Day.

In razpect of any property instalment loan:-

(i} If a monthly instalment due date falls on a day which is not a Business
Day, the instalment due date shall fall on the next Business Day,
undess thal next Business Day falls on the next calendar month in
which case the instalment due ¢ate shail fatl on the preceding Business
Day. Interest shall be calculated up to but excluding the date an which
an instelment is due and payable, Nobwithstanding any conirary
provislonz in the legal charge owver the propery. any change in the
Bank's best lending rate will be effecive on the date on which the
change in that rate takes effect and in the event of such change either
the ameunt of monthly instalmant o the number of manthly inatslmen‘s
may be varied by the Bank by Qiving wrilten notice to the Bomowar
{together with a revised repayment sthedule} and the revision shall be
effeclive on the date specified in the nolice. If the amount of the
instalmant is nadequate o cover the Interest scorued on the doan
during the Instalmeni period. tha shortfall shal be camied forward 1o
form pant of the accrued inlerest payable in the subsagquent instalments.
Overdue instalment payment will be subject to a kale charge, On the
final instalment due date, the Borower shall pay to the Bank all
outstanding principal, accrued interest and all other sums then dus and
payatle to the Bank.

{ii} Instalmenis shell be applied first towards payment of inlerasi due on 1he
outstanding Ioan; next (bul only if the Bank shafl elect fo do 50} in
repaymend of any sums, ather than the principal, dug and owing by Ine
Borrower 10 the Bank in respect of the loan; and the balance (if any)
shall be applied in reduction of the cutstanding principal of the: loan,

29.4¢ In respect of any term loan or ravolving loan faciiity, i as a result of all ar any

part of a laan baing repaid on & day which i not an interest payment date
the Bank suffers any loss of inlerest revenue, the Borrowar shall on demand
pay to the Bank such loss of interast ravenue.

29.44 It tne Bank rdceives any payment which is insufficient te discharge all the

amounts then due and payable by the Bormower o the Bank under the
Facilties, the Bank may apply that payment in such manner and In auch
order as ihe Bank may conslder appropriate, which shall override any
apprapriation by the Borowar.
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Exhibit 4.2

Rental Contract
Summary (Original contract written in Chinese)

Party A (Landlord): Bonso Electronics (Shenzhenin@any, Limited ("Bonso")
Party B (Tenant): Shenzhen Mei Ya Print Co., LtM€i Ya")

Bonso and Mei Ya entered into rental agreement8odue 2013 with the following terms in summary:

(1) Land and building: The land and building owrry Bonso located at 132 Da Yang Road, Da YangHh®yical Develop District, Fu Yong, Shenzhen, Chisih
total land area of 20,714.90 square meters, and dcea of 34,853 square meters.
(2) The term of the rental agreement is fromubust 2013 to 1 August 2019.
(3) The monthly rent is CNY 644,780.50 per momphto 31 July 2016. The monthly rent will be CN§97258.55 per month from 1 August 2016 to 1 Au@@sto.
(4) There is a rent-free period of 75 days fwhestorey or each building after being passeledenant.
(5) A security deposit of two months of rent ahe deposit for the first month of rent (equalsYCN934,341.50) are to be received by the landiattin 30 day
after this contract is signed. The security depwgitbe returned to the tenant without interestd2gs after the expiration of this rental contract.
(6) The transfer of the land and buildings fritva landlord to the tenant will be in phases, #evie.

The floor area of 3,404.90 square meters will ssed to the tenant on 8 July 2013.

The floor area of 14,988.10 square meters will &®spd to the tenant on 1 August 2013.

The floor area of 10,899.90 square meters will &&spd to the tenant on 1 December 2013.

The floor area of 5,560.10 square meters will kssed to the tenant on 1 January 2014.
(7) The tenant is responsible for all taxesl@idimg stamp duties) and fees related to the rexgetement. And the tenant is responsible for ramimy effectivi
property risks insurance, public liability insuranduring the whole rental period.
(8) The tenant is not allowed to sublease arth@fand or buildings to third parties, unlesstdreant received written consent from the landlord.

Party A: Bonso Electronics (Shenzhen) Company, techi
Signed by Mr. Andrew So
Date: 28 June 2013

Party B: Shenzhen Mei Ya Print Co., Ltd.
Signed by Mr. Yun Feng Fu
Date: 28 June 2013



Exhibit 12.1

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Anthony So certify that:
1. | have reviewed this annual report on Form 2ff-Bonso Electronics International Inc. (the “Comyp3g;

2. Based on my knowledge, this annual report doégsontain any untrue statement of a material da@mit to state a material fact necessary to ntiaé
statements made, in light of the circumstancesmuntieh such statements were made, not misleaditigrespect to the period covered by this annyzbite

3. Based on my knowledge, the financial statememtd,other financial information included in thisnaal report, fairly present in all material resgebe
financial condition, results of operations and cieivs of the Company as of, and for, the periodsented in this annual report;

4. The Company's other certifying officer and mfysek responsible for establishing and maintairdigglosure controls and procedures (as defin
Exchange Act Rules 13a-15(e) and 15d-15(e)) aretriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and 188{f)) for the
Company and have:

a. Designed such disclosure controls and procedaresaused such disclosure controls and procedarbs designed under our supervisior
ensure that material information relating to thempany, including its consolidated subsidiariesmiade known to us by others within those ent
particularly during the period in which this rep@teing prepared,;

b. Designed such internal control over financigharing, or caused such internal control over faiahreporting to be designed under
supervision, to provide reasonable assurance rieggttue reliability of financial reporting and tipeeparation of financial statements for externappees i
accordance with generally accepted accounting iptes;

c. Evaluated the effectiveness of the Company'siadigre controls and procedures and presentedisnréport our conclusions about
effectiveness of the disclosure controls and promeias of the end of the period covered by tiertébased on such evaluations; and

d. Disclosed in this report any change in the Camglsainternal control over financial reporting thadcurred during the period covered by
annual report that has materially affected, oeaspnably likely to materially affect, the Comparigternal control over financial reporting.

5. The Company's other certifying officer and | éalisclosed, based on our most recent evaluatiantefnal controls over financial reporting, to
Company's auditors and the audit committee of CayipdBoard of Directors (or persons performingehaivalent function):

a. All significant deficiencies and material weagses in the design or operation of internal cositoser financial reporting which are reason
likely to adversely affect the Company's abilityrézord, process, summarize and report financiatnmation; and

b. Any fraud, whether or not material, that invaveanagement ather employees who have a significant role inGoenpany's internal contre
over financial reporting.

Date: August 15, 2013

[/s/ Anthony So
Anthony So, President, Chief Executive Officer &mdasurer



Exhibit 12.2

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Albert So certify that:
1. | have reviewed this annual report on Form 2ff-Bonso Electronics International Inc. (the “Comypg;

2. Based on my knowledge, this annual report do¢€antain any untrue statement of a material dacimit to state a material fact necessary to ntiaé
statements made, in light of the circumstancesmuntieh such statements were made, not misleaditigrespect to the period covered by this annyzbite

3. Based on my knowledge, the financial statememts,other financial information included in thisnaal report, fairly present in all material redpete
financial condition, results of operations and cieivs of the Company as of, and for, the periodsented in this annual report;

4. The Company's other certifying officer and miysek responsible for establishing and maintairdigglosure controls and procedures (as defin
Exchange Act Rules 13a-15(e) and 15d-15(e)) aretriat control over financial reporting (as definadExchange Act Rules 13a-15(f) and 15{&)f)) for the
Company and have:

a. Designed such disclosure controls and procedaresaused such disclosure controls and procedarbs designed under our supervisiot
ensure that material information relating to thempany, including its consolidated subsidiariesmiade known to us by others within those ent
particularly during the period in which this rep@teing prepared;

b. Designed such internal control over financigharing, or caused such internal control over faiahreporting to be designed under
supervision, to provide reasonable assurance rieggtttke reliability of financial reporting and tipeeparation of financial statements for externappses i
accordance with generally accepted accounting ipltes;

c. Evaluated the effectiveness of the Company'slatisre controls and procedures and presentedisnréport our conclusions about
effectiveness of the disclosure controls and promias of the end of the period covered by tiertébased on such evaluations; and

d. Disclosed in this report any change in the Camglsainternal control over financial reporting thatcurred during the period covered by
annual report that has materially affected, oe@spnably likely to materially affect, the comparigternal control over financial reporting.

5. The Company's other certifying officer and | déalisclosed, based on our most recent evaluatiantefnal controls over financial reporting, to
Company's auditors and the audit committee of tha@ny's Board of Directors (or persons perforniveggequivalent function):

a. All significant deficiencies and material weakses in the design or operation of internal cositoser financial reporting which are reason
likely to adversely affect the Company's abilityrézord, process, summarize and report financiatnmation; and

b. Any fraud, whether or not material, that invavwaanagement or other employees who have a sigmifiole in the Company's internal cont
over financial reporting.

Date: August 15, 2013

s/ Albert So
Albert So, Chief Financial Officer and Secretary



EXHIBIT 13.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to section 906 of the Sarba®esey Act of 2002 (subsections (a) and (b) of serti350, chapter 63 of title 18, United States Goeach of th
undersigned officers of Bonso Electronics Inteoral, Inc., a British Virgin Islands internatiortalsiness company (the “Corporatiordhes hereby certify, to su
officer's knowledge, that:

The Annual Report on Form 20-F for the year endeddd 31, 2013 (the “Form 20-F”) of the Corporatfaltly complies with the requirements of section 13
(a) or 15(d) of the Securities Exchange Act of 198 amended, and information contained in the F20# fairly presents, in all material respects, theficia

condition and results of operations of the Corpgorat

Date: August 15, 2013

/sl Anthony So
Anthony Sc

President, Chief Executive Officer and Treas!



EXHIBIT 13.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to section 906 of the Sarba@etey Act of 2002 (subsections (a) and (b) of setti350, chapter 63 of title 18, United States Goelach of th
undersigned officers of Bonso Electronics Inteoral, Inc., a British Virgin Islands internatiortalsiness company (the “Corporatiordpes hereby certify, to su
officer's knowledge, that:

The Annual Report on Form 20-F for the year endeddd 31, 2013 (the “Form 20-F”) of the Corporatially complies with the requirements of section 13
(a) or 15(d) of the Securities Exchange Act of 1%l amended, and information contained in the P20 fairly presents, in all material respects, theficia
condition and results of operations of the Corporat

Date: August 15, 2013

/s/ Albert So
Albert So
Chief Financial Officer and Secrete



