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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM") OF THE STOCK
EXCHANGE OF HONG KONG LIMITED (THE “STOCK EXCHANGE")

GEM has been positioned as a market designed to accommodate companies to which a higher
investment risk may be attached than other companies listed on the Exchange. Prospective
investors should be aware of the potential risks of investing in such companies and should
make the decision to invest only after due and careful consideration. The greater risk profile
and other characteristics of GEM mean that it is a market more suited to professional and other
sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded on
GEM may be more susceptible to high market volatility than securities traded on the Main Board
and no assurance is given that there will be a liquid market in the securities traded on GEM.

The principal means of information dissemination on GEM is publication on the internet website
operated by the Stock Exchange. Listed companies are not generally required to issue paid
announcements in gazetted newspapers. Accordingly, prospective investors should note that
they need to have access to the GEM website in order to obtain up-to-date information on GEM-
listed issuers.

“Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no
responsibility for the contents of this document, make no representation as to its accuracy or completeness
and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the
whole or any part of the contents of this document.”

This report, for which the directors (the “Directors”) of SMI Publishing Group Limited (the “Company”)
collectively and individually accept full responsibility, includes particulars given incompliance with the
Rules Governing the Listing of Securities on GEM of the Stock Exchange (the “GEM Listing Rules”) for
the purpose of giving information with regard to the Company. The Directors, having made all reasonable
enquiries, confirm that, to the best of their knowledge and belief: (i) the information contained in this
report is accurate and complete in all material respects and not misleading; (ii) there are no other matters
the omission of which would make any statement in this report misleading; and (iii) all opinions expressed
in this report have been arrived at after due and careful consideration and are founded on bases and
assumptions that are fair and reasonable.
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Chief Executive Officer’'s Statement

THRABREES

| have pleasure in presenting the business operation report and
the audited financial statements of SMI Publishing Group Limited
(the “Company”) and its subsidiaries (“the Group”) for the
financial year ended 31 March 2009.

The fiscal year ending 31 March 2009, was still a difficult year as
the Group had continued to record a decrease in sales revenue
and increase in net loss attributable to the shareholders of
the Company, although the significant reduction in the costs
of newspaper publication and administrative expenses were
recorded as compared with that of the previous financial year.

Looking ahead, the Group is still facing severe competitions
from the challenges of free-of-charge newspapers and other
competitors. However, one encouraging factor being noted that
Hong Kong's GDP for the coming year will be expected a growth
by 5%. If that comes through, business environment will be
improved riding upon better economy.

The Group will continue its efforts to monitor the market,
restructure and streamline the business operations as and when
necessary so as to improve the current financial status of the
Group and enhance the business performance. The Management
is actively looking for business opportunities to expand the
Group's businesses as well as widening the income streams of
the Group's business operations.

I would like to take this opportunity to express my gratitude
and appreciation to our management teams, staff members,
fellow shareholders, customers and business partners for their
continuous contributions and support to the Group.

On behalf of the Board
YIP, Rossetti
Chief Executive Officer

Hong Kong, 7 December 2009
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Biographical Information of Directors

EXECUTIVE DIRECTORS

Mr. WONG Yue Kwan, Alan, aged 42, was appointed as an
Executive Director of the Company on 8 May 2008. He has
accumulated over 10 years of experience in management of
business trade and project investments.

Mr. YU Wai Ying, Sammy, aged 53, was appointed as an
Executive Director of the Company on 3 September 2008.
He has accumulated over 30 years of experience in coaching
and management of football clubs and the post various from
First Team Coach to Head Coach and Manager. He also has
experiences in hosting sport programs and commentating
football matches for TVB, ATV, Cable TV and Star TV.

Mr. LAU Henry, aged 34, was appointed as an Executive
Director of the Company on 4 September 2009. He holds a
Bachelor Degree of Commerce in Property Economics from The
University of Western Sydney. He has accumulated over 10 years
of experience in marketing and media.

NON-EXECUTIVE DIRECTORS

Mr. IP Wing Lun, aged 41, was appointed as a Non-Executive
Director of the Company on 10 August 2009. He holds a Master
Degree in Business Administration and is a fellow member of
the Hong Kong Institute of Certified Public Accountants, an
associate member of the Institute of Chartered Secretaries
and Administrator, the Hong Kong Institute of Chartered
Secretaries and the Taxation Institute of Hong Kong. He is a
Certified Public Accountant (Practising) in Hong Kong. He has
accumulated over 15 years of experience in auditing, taxation
and provision of financial consultancy services to companies
in Hong Kong and the PRC. Mr. Ip is currently an Executive
Director of Grandtop International Holdings Limited (Stock code:
2309) and an Independent Non-Executive Director of China
Energy Development Holdings Limited (Stock code: 228), both
companies are listed on the Main Board of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange™).
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Biographical Information of Directors

Mr. WONG Chi Fai, Theodore, aged 39, was appointed as a
Non-Executive Director of the Company on 10 August 2009. He
holds a Bachelor of Arts Degree in Economics from Lakehead
University in Canada. He has accumulated over 15 years of
experience in marketing, product management, strategic
planning and management of companies in Hong Kong.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. KONG Tze Wing, M+ Jp, aged 58, was appointed as an
Independent Non-Executive Director of the Company on 20
April 2007. He holds a Bachelor Degree in Accounting and
a Bachelor Degree in Business Administration. He is a fellow
member of the Association of Chartered Certified Accountants
since 1985 and became a fellow member of the Hong Kong
Institute of Certified Public Accountants in 1995. He became
an ACA of The Institute of Chartered Accountants in England
and Wales in October 2004. He was a former Vice President
and former Chairman of Mainland Affairs Committee of Hong
Kong Institute of Accredited Accounting Technicians. He is also
the Hon. President of the Institute of Financial Accountants in
Hong Kong. He has been a Certified Public Accountants since
1981. He is a sole practitioner of the firm Messrs. James T. W.
Kong & Co., Certified Public Accountants (Practising). He was an
elected District Board member for the period from 1991 to 2007.
He is actively participating in community services and has been
appointed by the Hong Kong SAR Government to sit on various
committees and appeal boards in Hong Kong.

Mr. WONG Ching Yip, aged 37, was appointed as an
Independent Non-Executive Director of the Company on 3
September 2008. He holds a B. A. Double Degree in Business
Administration and Economics. He has accumulated over 10
years of experience in sales and marketing.
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Biographical Information of Directors

Mr. HUNG Yat Ming, aged 58, was appointed as an
Independent Non-Executive Director of the Company on 3
September 2008. He is an associate member of the Hong Kong
Institute of Certified Public Accountants and the Institute of
Chartered Accountants of Scotland. He has accumulated over
20 years of experience in accounting and financial management
in both private and listed companies. He is currently an
Independent Non-Executive Director of Asia Standard Hotel
Group Limited (Stock code: 292) and Asia Orient Holdings
Limited (Stock code: 214), both companies are listed on the Main
Board of the Stock Exchange.

Mr. WONG Ka Chun, Carson, aged 31, was appointed as
an Independent Non-Executive Director of the Company on 4
September 2009. He holds a Bachelor Degree in Economics from
Simon Fraser University, and a Diploma in Financial Management
from British Columbia Institution of Technology. He is a member
of the American Institute of Certified Public Accountants. He
has substantial experience in auditing and financial analytical
experience in a multi-national corporation. He is currently an
Executive Director of iMerchants Limited (Stock code: 8009)
listed on the GEM Board of the Stock Exchange.

Mr. PAN Chik, aged 41, was appointed as an Independent Non-
Executive Director of the Company on 4 September 2009. He
holds a Bachelor Degree in Accounting, Finance and Economics
from University of Essex in United Kingdom. He has over 15
years of experience in finance and investments. He is specializing
in assets management in Hong Kong and the PRC. During the
period from 1992 to 2007, Mr. Pan was the associate director
of Lippo Securities Limited. Currently, Mr. Pan is a Director
of Astrum Capital Management Limited and Return Best
Investments Limited.

SMI Publishing Group Limited Annual Report 2009
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Management Discussion & Analysis
EEENWR DN

BUSINESS REVIEW

The Company is a limited company incorporated in the Cayman
Islands and its shares are listed on the Growth Enterprise Market
("GEM") of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). The Company is an investment holding
company. The principal activities of its principal subsidiaries are
newspaper and book publication as well as property holding.

The year under review is inevitably another tough year for the
Group. The Group suffered from the global economic turmoil
resulted from the Financial Tsunami occurred in August last
year, Both the publishing and advertising income of the Group
dropped significantly as compared with those in the previous
year.

The management has put much efforts to streamline the
Group's operations by taking various measures to reduce cost
and to improve effectiveness and efficiency in all respects of
the operations. Administrative and operating costs have been
reduced by approximately 45% as compared with the previous
year. However, the gross loss margin arising from the operation
results in the loss of the Group recorded for the year under
review.

As mentioned in previous year's annual reports, the Group also
had to face quite a number of court cases against the Group
for various debts owed including outstanding salary payment,
mandatory provident fund contributions owed to related
authority and compensations to vendors for goods and services
provided in the previous years. Most of these claims were settled
during the year upon the successful granting of loan facilities to
the Group from third parties.
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Management Discussion & Analysis

BEEENWE D

FINANCIAL REVIEW
Review of Results

The Group’s turnover for the year ended 31 March 2009 was
approximately HK$31,490,000, a decrease of approximately
HK$17,068,000 or 35% compared with approximately
HK$48,558,000 for the previous year.

Loss attributable to the Company’s shareholders for the year
ended 31 March 2009 was approximately HK$64,460,000, an
increase in losses of approximately HK$13,795,000 or 27%
compared with approximately HK$50,665,000 for the previous
year. The increase in losses was attributable to the combination
of decrease in turnover, other net gains, and decrease in
administrative and other operating expenses as compared with
the results in the previous year.

Financial Resources and Liquidity

As at 31 March 2009, the Group did not maintain sufficient
liquid funds and had net current liabilities of approximately
HK$128,317,000 (2008: approximately HK$88,482,000). As at
31 March 2009, cash and bank balances were approximately
HK$235,000 (2008: approximately HK$565,000).

As at 31 March 2009, the Group's total loans and borrowings
amounted to approximately HK$334,761,000 (2008:
approximately HK$255,952,000). Among the total amounts
of such loan and borrowings, approximately HK$97,349,000
(2008: approximately HK$42,455,000) was payable within one
year and approximately HK$237,412,000 (2008: approximately
HK$213,497,000) payable after one year.

SMI Publishing Group Limited Annual Report 2009
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Management Discussion & Analysis
EEENWR DN

As at 31 March 2009, total unutilised loan facilities from
a substantial shareholder and a third party amounted
to approximately HK$40,000,000 (2008: approximately
HK$16,836,000) and HK$14,750,000 (2008: Nil) respectively.
Subsequent to the balance sheet date, on 20 May 2009, the
Company entered into a loan agreement with a third party for
an additional loan facility of HK$50,000,000 granted by it to the
Company.

As at 31 March 2009, the Group recorded a total deficiency in
capital of approximately HK$365,705,000 (2008: approximately
HK$301,245,000).

Pledge of Assets

At 31 March 2009, no assets of the Company were pledged for
loan facilities granted to the Group (2008: Nil).

Exposure to Fluctuation in Exchange Rates and Any
Related Hedges

The Group’s transactional currency is Hong Kong dollars. As
substantially all the turnover is in Hong Kong dollar, the Group’s
transactional foreign exchange exposure is insignificant. Also,
there is no hedging policy with respect to the foreign exchange
exposure.
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Management Discussion & Analysis
EEENWR DT

Contingent Liabilities

There were several cases brought forward from prior years
related to defamation and infringement of copyright that
remained unresolved. All of them were brought against Sing
Pao Newspaper Company Limited (“SPNCL"), a wholly-owned
subsidiary of the Group. Court judgments have not been
stated and the amounts claimed were in aggregate totaling
to approximately HK$517,000. In the directors’ opinion, the
liabilities are unlikely to crystallise and no provision had therefore
been made in respect of these claims.

In July 2007, a licensee of SPNCL who acted as the defendant in
a legal claim in relation to an action for copyright infringement,
issued a third party notice to SPNCL. The defendant claimed
against SPNCL for indemnity against the plantiff's claims and
the cost of the action or contribution in respect of the plantiff's
claims. A defence was filed by the Group in March 2008 denying
all allegations against the Group. Judgments have not been
stated up to the date of this report. In the directors’ opinion, the
liabilities are unlikely to crystallise and no provision had therefore
been made in respect of the claim.

On 17 November 2009, a winding-up petition was filed by
Mr. Leung Chi Man, Kenny to the High Court in relation to an
alleged sum of approximately HK1,694,000 due to him by the
Company. Such amount has been properly provided for in the
financial statements for the year ended 31 March 2009.

SMI Publishing Group Limited Annual Report 2009
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Management Discussion & Analysis
EEENWR D
Operating Lease Commitments

As at 31 March 2009, the total future minimum lease payments
under operating leases are payable as follows:

REHERE
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MEAXN 2 RRFEBEEN KA
LIS

2009 2008

—EBENF —TENF

HK$'000 HK$°000

BT T BT T

Within one year —F R 6,145 4,433
In the second to fifth year inclusive EB_-_FEZFRF (BREEHEMT) 2,966 3,351
9,111 7,784

Operating lease payments represent rentals payable by the Group
for certain of its office premises, motor vehicles and machinery.
Leases are negotiated for an average term of three years and
rentals are fixed throughout the respective lease periods.

BUSINESS OUTLOOK

The outlook for 2010 is uncertain. The knock-on effects of
the financial storm are still coming to light and the common
view is that the worst is not yet over. The management of the
Company has taken prompt measures to address the challenges
that we face. However, a general improvement on Hong Kong's
economic situation towards 2010 can be expected, if according
to a most recent report issued by the HKSAR Government, in
which a 5% growth in GDP is forecasted in the forthcoming
year.
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Management Discussion & Analysis
EEENWR DN

Expansion of readership segments is difficult due to the existence
of free-of-charge newspapers in circulation, the management of
the Company will continue to exploring the business of being
a subcontractor of other publishers as well as other business
opportunity beyond Hong Kong to draw new source of income.

The management of the Company will continue its cost-saving
policy to streamline all aspects of their workflow and optimise
their use of resources to ensure that their operation base is as
efficient as possible to help us weather the tough times.

EMPLOYEES AND REMUNERATION POLICIES

As at 31 March 2009, the Group employed 198 (2008: 124)
staffs who are normally situated in Hong Kong. Employee
remuneration, excluding directors’ remuneration, for the year
ended 31 March 2009 is approximately HK$27,072,000 (2008:
approximately HK$29,843,000). The remuneration packages of
the Group’s employees are rewarded on individual performance-
related basis and by reference to the market conditions.

DIVIDEND

The Directors do not recommend the payment of final dividend
for the year ended 31 March 2009 (2008: Nil).
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The Directors submit herewith their report and the audited
financial statements of the Company and of the Group for the
year ended 31 March 2009.

PRINCIPAL ACTIVITIES

The Company is an investment holding company with its shares
listed on the Growth Enterprise Market (“GEM") of the Hong
Kong Stock Exchange Limited (the "Stock Exchange”). The
principal activities of the Company’s subsidiaries are set out in
note 17 to the financial statements.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 March 2009 is
set out in the consolidated income statement on page 39 of the
annual report.

No interim dividend was paid by the Company during the year.
The Directors do not recommend the payment of a final dividend
for the year ended 31 March 2009.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in share capital and share options of
the Company during the year are set out in notes 26 and 30
respectively to the accompanying financial statements.

RESERVES

Details of the movements in the reserves of the Company
and the Group during the year are set out in note 27(b) to
the financial statements and in the consolidated statement of
changes in equity respectively.
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FIXED ASSETS

Details of the movements in fixed assets of the Group are set out
in note 16 to the financial statements.

SUBSIDIARIES

Particulars of the subsidiaries of the Company are set out in note
17 to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 March 2009, the aggregate amount
of revenue attributable to the Group’s five largest customers
represented less than 5% of the Group’s total turnover. The
purchases attributable to the Group’s five largest suppliers and
the largest supplier of the Group were approximately 86% and
57% respectively, of the Group’s total purchase.

As far as the Directors are aware, neither the Directors, their
associates (within the meaning of the Rules Governing the Listing
of Securities on GEM of the Stock Exchange (“the GEM Listing
Rules”) nor those shareholders which to the knowledge of the
Directors own more than 5% in the Company's share capital had
any interest in the five largest customers and suppliers.
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DIRECTORS

The Directors of the Company in office during the year and up to
the date of this report are as follows:

Executive Directors

Mr. QIN Hong (removed on 4 September 2009)

Mr. WANG Fei (removed on 4 September 2009)

Mr. WONG Yue Kwan, (appointed on 8 May 2008)
Alan

Mr. YU Wai Ying, Sammy  (appointed on 3 September 2008)

Mr. LAU Henry (appointed on 4 September 2009)

Non-Executive Directors

Mr. IP Wing Lun (appointed on 10 August 2009)
Mr. WONG Chi Fai, (appointed on 10 August 2009)
Theodore

Independent Non-Executive Directors

Mr. SHI Bin Hai (resigned on 13 August 2008)
Mr. YAN Chun (retired on 25 April 2008)
Mr. JIANG Jin Sheng (removed on 4 September 2009)

Mr. KONG Tze Wing

Mr. WONG Ching Yip (appointed on 3 September 2008)

Mr. HUNG Yat Ming (appointed on 3 September 2008)

Mr. PAN Chik (appointed on 4 September 2009)

Mr. WONG Ka Chun, (appointed on 4 September 2009)
Carson
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DIRECTOR SERVICE CONTRACTS

None of the Directors of the Company being proposed for
re-election at the forthcoming annual general meeting has a
service contract with the Company or any of its subsidiaries
which is not determinable by the Group within one year without
payment of compensation other than statutory compensation.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As at 31 March 2009, none of the Directors and chief executive
of the Company had any interests and short positions in the
shares, underlying shares or debentures of the Company or any
associated corporations (within the meaning of Part XV of the
SFO) as recorded in the register of the Company required to be
kept under section 352 of the SFO or notified to the Company
and the Stock Exchange pursuant to the required standard of
dealings by directors as referred to in Rule 5.46 of the GEM
Listing Rules.

Save as disclosed above, at no time during the year was the
Company or its subsidiaries a party to any arrangement to enable
the Directors, their spouses or children under 18 years of age
to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.
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SUBSTANTIAL SHAREHOLDERS FERR

As at 31 March 2009, the persons or corporations (not being M-ZEZTAF=A=+—8 RIEZFSH
a Directors or chief executive of the Company) who had NMEFEEHIEXVIEE2RFE3H AR
interests or short positions (directly or indirectly) in the shares or AKX & & MIZBRE 5 L B E 0I5
underlying shares of the Company which fall to be disclosed to  336{&FEMRAEEREXE MR
the Company under the provisions of Divisions 2 and 3 of Part A& N ALTSHAF (WIFEFSHA
XV of the SFO or who are substantial shareholders required to be 2 aIEBITHAE) A AL B P X
kept under Section 336 of the SFO or have otherwise notified to B 2 AR (HEMEE)

the Company were as follows: N
Long (L)/ Approximate
Short (S) No. of shares of  percentage of
Name of shareholders Capacity position the Company held shareholding
HRWL, BEXRLQT B R
REREB g6 K= (S) R&HEE Bk
QIN Hui Held by controlled (S) 261,473,945 26.37%
Corporation (Note 1)
E B R RR R (S) 261,473,945 26.37%
(Htet1)
Strategic Media Beneficial owner (S) 261,473,945 26.37%
International Limited (Note 1)
EREAA (S) 261,473,945 26.37%
(HtaE1)
YEUNG Ka Sing, Carson Held by controlled (L) 1,241,567,905 125.20%
Corporation (Note 2)
e R ARz R (L) 1,241,567,905 125.20%
(Hfet2)
Billion Wealth Group Beneficial owner (L) 1,241,567,905 125.20%
Limited (Note 2)
EREAA (L) 1,241,567,905 125.20%
(Htit2)
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Long (L)/ Approximate

Short (S) No. of shares of  percentage of

Name of shareholders Capacity position the Company held shareholding

s (W) BFEARQF BARR

IR R & B g% KA (S) RO EE Ao

LAM Ka Chung, William Held by controlled (L) 70,533,415 7.11%
Corporation (Note 3)

MR B REFINE 2R (L 70,533,415 7.11%
(Ht5E3)

LAM Wong Yuk Sin, Mary Held by controlled (L) 70,533,415 7.11%
Corporation (Note 3)

ME|EEK S NGl £ (L 70,533,415 7.11%
(#15t3)

CHOI Koon Shum, Held by controlled (L) 70,533,415 7.11%
Jonathan Corporation (Note 3)

B SRl NI (L 70,533,415 7.11%
(Ht5E3)

KWAN Wing Kum, Janice Held by spouse (L) 70,533,415 7.11%
(Note 3)

RS B2 m (L) 70,533,415 7.11%
(#15t3)

Kingsway International Held by controlled (L) 70,533,415 7.11%
Holdings Limited Corporation (Note 3)

REFIAE 2R (L 70,533,415 7.11%
(Ht5E3)

Innovation Assets Limited Held by controlled (L) 70,533,415 7.11%
Corporation (Note 3)

S NGl £ (L 70,533,415 7.11%
(#15t3)
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Long (L)/ Approximate
Short (S) No. of shares of  percentage of
Name of shareholders Capacity position the Company held shareholding
sy (W) BFEARQF AR R
IR R & B 5% KE(S) RO EE Aot
World Developments Held by controlled (L) 70,533,415 7.11%
Limited Corporation (Note 3)
REFIAE 2R (L 70,533,415 7.11%
(K1:23)
SW Kingsway Capital Held by controlled (L) 70,533,415 7.11%
Holdings Limited Corporation (Note 3)
IE = & RIERAR A A S NG £ (L 70,533,415 7.11%
(B1E3)
Festival Developments Held by controlled (L) 70,533,415 7.11%
Limited Corporation (Note 3)
REFIAE 2R (L 70,533,415 7.11%
(K1:23)
Kingsway Lion Spur Beneficial owner (L) 70,533,415 7.11%
Technology Limited (Note 3)
BEamfEB A (L 70,533,415 7.11%
(B1E3)

Notes:

1. Strategic Media International Limited (“SMIL") is wholly owned by Mr. QIN
Hui. Pursuant to a share charge agreement dated 23 April 2008, entered
into between Billion Wealth Group Limited (“Billion Wealth”) and SMIL,
these shares were pledged to Billion Wealth as security for Billion Wealth's
loan facility of HK$60,000,000 granted to the Group.

At -

1.

Strategic Media International Limited
(ISMILI B EBEE2EHA - RIE
Billion Wealth Group Limited ([Billion
Wealth |) EBESMILA =TT N\FHA = +=
ARl 2R ER G ZE  ZERG 2 EKIT
FBillion Wealth - E/&Billion Wealth#X ¥
RE[E 7 B #60,000,000t EREE 2 &
fRe
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980,093,960 underlying shares are derived from the 1.5% HK$49,004,698
convertible note issued by the Company to SMIL on 30 April 2005 for a
term of 2 years convertible into shares at the conversion price of HK$0.05
per share. On 23 April 2008, SMIL assigned its interest on the notes to
Billion Wealth, which is wholly owned by Mr. YEUNG Ka Sing, Carson.

261,473,945 underlying shares are shares held by SMIL but pledged to
Billion Wealth as security for Billion Wealth's loan facility of HK$60,000,000
granted to the Group according to the share charge agreement entered
into between SMIL and Billion Wealth on 23 April 2008.

Kingsway Lion Spur Technology Limited (“KLST”) is a wholly-owned
subsidiary of Festival Developments Limited (“FDL"). FDL is a wholly-owned
subsidiary of SW Kingsway Capital Holdings Limited (“SWK"), the entire
issued share capital of which is listed on the Main Board. SWK is a non-
wholly owned subsidiary of World Developments Limited (“WDL"). WDL
is a wholly-owned subsidiary of Innovation Assets Limited (“IAL"). IAL is
a wholly-owned subsidiary of Kingsway International Holdings Limited
("KIH"), which is listed on the Toronto Stock Exchange. By virtue of the
SFO, FDL, SWK, WDL, IAL and KIH are deemed to be interested in all the
Shares in which KLST is interested.

Mr. LAM Ka Chung, William and Madam LAM Wong Yuk Sin, Mary, the
spouse of Mr. Lam, hold more than one-third interest in KIH. By virtue of
the SFO, both Mr. and Madam Lam are deemed to be interested in all the
Shares in which KIH is interested.

Mr. CHOI Koon Shum, Jonathan holds more than one-third interest in KIH.
By virtue of the SFO, Mr. Choi is deemed to be interested in all the Shares
in which KIH is interested. Madam KWAN Wing Kum, Janice, the spouse of
Mr. Choi, is deemed to be interested in all the Shares in which Mr. Choi is
interested.
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Save as disclosed above, as at 31 March 2009, the Directors are
not aware of any other person or corporation having an interest
or short position in the shares and underlying Shares of the
Company that was required to be recorded in the register under
Section 336 of the SFO.

DIRECTORS’ INTEREST IN CONTRACT

No contracts of significance to which the Company or any of its
subsidiaries was a party and in which a director of the Company
had a material interest, which directly or indirectly, subsisted at
31 March 2009 or any time during the year.

COMPETING INTERESTS

None of Directors or the management shareholders of the
Company (as defined in the GEM Listing Rules) had an interest
in a business which cause or may cause significant competition
with the business of the Group.

CONVERTIBLE NOTE

Details of convertible note of the Group are set out in note 25 to
the financial statements.

BOARD PRACTICES AND PROCEDURES

The Company has complied with Rule 5.34 of the GEM Listing
Rules concerning Board practices and procedures throughout the
year.

The Company has received, from each of the independent non-
executive Directors, an annual confirmation of his independence
pursuant to Rule 5.09 of the GEM Listing Rules. The Company
considers that all of the independent non-executive Directors are
independent.
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PURCHASE, SALE AND REDEMPTION OF LISTING
SECURITIES

Neither the Company nor any of its subsidiaries had purchased,
sold or redeemed any of the Company’s listed securities during
the year.

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set forth on page 140 of
this annual report.

AUDIT COMMITTEE

An Audit Committee was established to review the Group’s
financial reporting, internal controls, corporate governance and
risk management matters and to make relevant recommendation
to the Board. The Audit Committee comprises all of the
Independent Non-Executive Directors, namely, Mr. HUNG VYat
Ming (as the chairman of the Audit Committee), Mr. WONG
Ching Yip, Mr. KONG Tze Wing, Mr. PAN Chik and Mr. WONG
Ka Chun, Carson.

During the year, the Audit Committee performed duties
including reviewing the Group’s financial statements, audit
findings, external auditors’ independence and the Group's
accounting principles and practices.

The Group's annual results for the year ended 31 March
2009 have been reviewed by the Audit Committee. The Audit
Committee is of the opinion that the financial statements of the
Company and the Group for the year ended 31 March 2009
comply with applicable accounting standards, GEM Listing Rules
and that adequate disclosures have been made.
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SUFFICIENCY OF PUBLIC FLOAT

The Company maintained a sufficient public float throughout the
year ended 31 March 2009.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles
of Association of the Company (the “Articles”) or the laws of

Cayman Islands, which would oblige the Company to offer new
shares on a pro-rata basis to existing shareholders.

POST BALANCE SHEET EVENTS

Details of the significant subsequent events are set out in note
35 to the financial statements.

AUDITORS

The financial statements were audited by BDO Limited.

A resolution will be submitted to the forthcoming AGM to
re-appoint Messrs. BDO Limited as auditors of the Company.

SMI Publishing Group Limited
WONG Yue Kwan, Alan
Executive Director

Hong Kong, 7 December 2009
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The Company is committed to maintaining good corporate
governance standard and procedures to ensure the integrity,
transparency and quality of disclosure in enhancing the
shareholders’ value.

CODE ON CORPORATE GOVERNANCE PRACTICES

During the year ended 31 March 2009, the Company was in

compliance with the code provisions as set out in Appendix
“The Code on Corporate Governance Practices” (the "CG

Code"”) of the GEM Listing Rules, except for the following:

1. Due to practical reasons, 14 days’ advanced notifications
have not been given to all meetings of the board of
Directors of the Company (the “Board”). Reasons have been
given in the notifications in respect of those meetings of the
Board where it is not practical to give 14 days' advanced
notification. The Board will use its best endeavours to give
14 days’ advanced notifications of board meeting to the
extent practicable (Code Provisions A.1.3);

2. The Board has engaged an independent consultant to
conduct a review of the internal control system of the
Group and to assist the Group to design appropriate internal
control policies and procedures with a view to ensure
compliance of the GEM Listing Rules as well as the Principles
and Code Provision (Code Provision C.2.1);

3. Non-executive Directors were not appointed for a specific
term but were subject to retirement at the first general
meeting after their appointment and thereafter to
retirement by rotation at least once every three years and in
accordance with the Articles (Code Provision A.4.1); and

4. No nomination committee was established to review the
structure, size and composition of the Board on a regular
basis (Code Provision A.4.4).

Save as those mentioned above, in the opinion of the Directors,
the Company has met with the code provisions as set out in the
CG Code during the year ended 31 March 2009.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the required standards of dealings
regarding securities transactions by Directors as set out in Rules
5.48 to 5.69 of the GEM Listing Rules. All of the Directors have
confirmed that they have complied with the required standards
as set out in the GEM Listing Rules during the year ended 31
March 2009.

BOARD OF DIRECTORS

The Board is responsible for the leadership and control of
the Company and oversees the Group’s businesses, strategic
decisions and performance. The senior management were
delegated with the authority and responsibility by the Board for
the day-to-day operations of the Group while reserving certain
key matters for the approval of the Board. In addition, the
Board has also delegated various responsibilities to the Board
Committees. Further details of these committees are set out in
this report.

The Board currently consists of ten Directors including three
Executive Directors, two Non-Executive Directors and five
Independent Non-Executive Directors:

Executive Directors

Mr. YU Wai Ying, Sammy
Mr. WONG Yue Kwan, Alan
Mr. LAU Henry

Non-Executive Directors

Mr. IP Wing Lun
Mr. WONG Chi Fai, Theodore

Independent Non-Executive Directors

Mr. KONG Tze Wing

Mr. WONG Ching Yip

Mr. HUNG Yat Ming

Mr. PAN Chik

Mr. WONG Ka Chun, Carson
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The Board members have no financial, business, family or other
material or relevant relationships with each other. A balanced
Board composition is formed to ensure the existence of a
strong independency across the Board and to meet with the
recommended practice under the CG Code for the Board to
have at least one-third of its members comprises of Independent
Non-Executive Directors. The biographical information of the
Directors are set out on page 6 of the annual report under the
section headed "Biographical Information of Directors”.

Chairman and Chief Executive Officer

Mr. YU Wai Ying, Sammy (“Mr. Yu"”) replaced Mr. WANG Fei as
chief executive officer of the Company on 3 September 2008.
On 28 September 2009, Ms. YIP Rossetti was appointed as
the new chief executive officer of the Company upon Mr. Yu's
resignation on the same date.

Mr. QIN Hong had been the chairman of the Company till 4
September 2009, the date on which he was removed by the
Board. No other individual has been appointed as chairman
of the Company to take up the vacancy up to the date of this
report.
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Independent Non-Executive Directors

The five Independent Non-Executive Directors are persons of
high calibre. With their experiences gained from various sectors,
they provide strong supports towards the effective discharge of
their duties and responsibilities of the Board. Each independent
non-executive Director gives an annual confirmation of his
independence to the Company, and the Company considers
them to be independent under Rule 5.09 of the GEM Listing
Rules.

The Independent Non-Executive Directors are not appointed
for a specific term but are subject to retirement at the first
general meeting after their appointment and thereafter subject
to retirement by rotation at least once every three years and in
accordance with the Articles.

Board Meetings
There were total of 10 Board meetings held during the year.

Attendance of individual Directors at Board meetings held during
the year is as follows:

BYFHITES

TEBURTESH RS REERZ
AL BEFSENRSITSERBZL
B A ABRETESS BB LEBE
RHBATIE -SHE IR ITESE I
HBYMEARRBRLFERRE
MARBRBHEEHBAIZER LR
AIZE5.091IBE N 2 B AL o

BYIFATEFWIFRIETERRE
HANEEZERAMZERBERK
g LER ERREBARNBAE=FED
WESER R

EFEENFARIRTIOREZ 85
EERFALFEEHRNT:

Number of attendance

Name of Director EENZ HE IR
Mr. QIN Hong (Note 1) B RELE (KT 4/10
Mr. WANG Fei (Note 2) T REE (K22) 5/10
Mr. SHI Bin Hai (Note 3) M BB E (K iE3) 0/4
Mr. YAN Chun (Note 4) B &Hi&x (Wiz4) 0/1
Mr. JIJANG Jin Sheng (Note 5) LS E (K525) 0/10
Mr. KONG Tze Wing (Note 6) L FEREA (Kate) 1/10
Mr. WONG Yue Kwan, Alan (Note 7) TR EE (Ki27) 7/8
Mr. YU Wai Ying, Sammy (Note 8) FREBESL A (FE8) 6/6
Mr. WONG Ching Yip (Note 9) FIEEESL A (B7229) 4/6
Mr. HUNG Yat Ming (Note 9) A B RREE (K529) 4/6
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Notes:

1 Mr. QIN Hong was removed as Chairman and Executive Director of the
Company on 4 September 2009.

2 Mr. WANG Fei was removed as Executive Director of the Company on 4
September 2009.

3 Mr. SHI Bin Hai resigned as Independent Non-Executive Director of the
Company on 13 August 2008.

4 Mr. YAN Chun retired as Independent Non-Executive Director of the
Company at the conclusion of 2007 Annual General Meeting of the
Company which was held on 25 April 2008.

5 Mr. JIANG Jin Sheng was removed as Independent Non-Executive Director
of the Company on 4 September 2009.

6 Mr. KONG Tze Wing was appointed as Independent Non-Executive Director
of the Company on 20 April 2007.

7 Mr. WONG Yue Kwan, Alan was appointed as Executive Director of the
Company on 8 May 2008.

8 Mr. YU Wai Ying, Sammy was appointed as Executive Director of the
Company on 3 September 2008.

9 Mr. WONG Ching Yip and Mr. HUNG Yat Ming were appointed as
Independent Non-Executive Directors of the Company on 3 September
2008.

The Company planned in advance four scheduled Board
meetings a year at approximately quarterly intervals in order to
make sure all Directors could plan in advance their availabilities
to attend the scheduled Board meetings. Additional meetings
will be held as and when required.

Board minutes are kept by the Company Secretary and are open
for inspection by the Directors. Every Board member is entitled
to have access to Board papers and related materials and has
unrestricted access to the advice and services of the Company
Secretary, and has the liberty to seek external professional advice
if so required.
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INTERNAL CONTROL

The Board is entrusted with an overall responsibility of devising
the Company’s system of internal controls and conducting an
annual review of its effectiveness. This ensures that the Board
oversees and monitors the Group’s overall financial position so
that the interests of the shareholders are well protected and
covered. The system of internal controls covers the areas of
financial, operational, compliance and risk management of the
Group’s business.

With respect to procedures and internal controls for the handling
of and dissemination of price-sensitive information:

1 the Group is fully aware of its obligations under the GEM
Listing Rules;

2 the Group conducts its affairs with close regards to the
“Guide on Disclosure of Price-sensitive information” issued
by the Stock Exchange; and

3 through channels such as financial reporting and public
announcements, the Group has implemented and
disclosed its policy on fair disclosure by pursuing broad,
non-exclusionary distribution of information to the public.

AUDIT COMMITTEE

The Company has an audit committee (“Audit Committee”)
with written terms of reference. The Audit Committee currently
comprises five Independent Non-Executive Directors, namely, Mr.
HUNG Yat Ming (as the chairman of the Audit Committee), Mr.
WONG Ching Yip, Mr. KONG Tze Wing, Mr. PAN Chik and Mr.
WONG Ka Chun, Carson.
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The main functions of the Audit Committee is to recommend to
the Board on the appointment, reappointment and removal of
the external auditors; to approve the remuneration and terms of
engagement of the external auditors as well as any questions of
resignation or dismissal of such auditors; to review the quarterly,
interim and annual reports and accounts of the Group; and to
oversee the Company’s financial reporting system and internal
control procedures.

The Group's audited financial results for the twelve months
ended 31 March 2009 have been reviewed by the Audit
Committee. Terms of reference adopted by the Audit Committee
are aligned with the code provisions set out in the CG Code.

NOMINATION OF DIRECTORS

In considering the nomination of new Directors, the Board will
take into account the qualification, ability, working experience,
leadership and professional ethics of the candidates, especially
their experience in the media industry and/or other professional
area.

Furthermore, as the full Board is responsible for the selection
and approval of candidate for appointment as Director to the
Board, therefore the Company has not established a nomination
committee for the time being.

REMUNERATION OF DIRECTORS

The Company established the remuneration committee
("Remuneration Committee”) on 27 July 2005.

The Remuneration Committee is mainly responsible for making
recommendations to the Board on the remuneration system of
the Company with written terms of reference. The Remuneration
Committee currently comprises five Independent Non-Executive
Directors, namely, Mr. HUNG Yat Ming (as the chairman of the
Remuneration Committee), Mr. WONG Ching Yip, Mr. KONG Tze
Wing, Mr. PAN Chik and Mr. WONG Ka Chun, Carson.
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During the year under review, no Remuneration Committee
meeting has been held.

The Company adopted a share option scheme on 15 January
2002. The purpose of the share option scheme is to enable the
Board, at its discretion, to grant options to eligible participants,
including the Directors, as incentives or rewards for their
contributions to the Group.

Details of the share option scheme are set out in the Directors’
Report and note 30 to the financial statements. Details of the
Directors’ remuneration are set out in note 12 to the financial
statements.

AUDITORS' REMUNERATION

During the year under review, the remuneration in respect of
audit and non-audit services provided by the Company’s auditor,
is set out below:

REIEFE -
P
= A

¥NEZEeR B aREM

ARAR-_ZZ_F—-A+HAKERA
—IARE R RERT 8- BRUERT 815 R
EEGRANBRERNSERSRE
(BRES)ROBEE FRRFY
AEBEL BB R m R -

BRERE T EERRE TR
S E R R 530 - 4 B E
o7 SHEHR IS RER 12 -
REEE <

RIS - A AR A AR AT R it
2 FRIRIS RIEE LR 2 B4 85
mF

Fee paid/payable

Services rendered B 42 4L IR 5 g2t ERER
HK$'000
BT T
Audit services ET R 800
Non-audit services IEF AT AR 7S 48
DIRECTORS’ RESPONSIBILITIES FOR THE FINANCIAL EEHHMBHRR2Z2EE

STATEMENTS

The Board acknowledges its responsibility to prepare the
Company’s financial statements for each financial year
which give a true and fair view of the state of affairs of the
Company and in representing the quarterly and annual financial
statements, and announcements to shareholders, the Directors
aims to present a balanced and understandable assessment of
the Company’s position and prospects.

The Directors’ responsibilities in preparing financial statements
and the auditors’ responsibilities are set out in the Auditors’
Report on pages 34 and 35 of this annual report respectively.
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IBDO

INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS
OF SMI PUBLISHING GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

BDO Limited
Certified Public Accountants
25th Floor, Wing On Centre

Hong Kong
Telephone: (852) 2541 5041
Telefax:

We were engaged to audit the consolidated financial statements
of SMI Publishing Group Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on
pages 39 to 139, which comprise the consolidated and company
balance sheets as at 31 March 2009, and the consolidated
income statement, the consolidated statement of changes in
equity and the consolidated cash flow statement for the year
then ended, and a summary of significant accounting policies
and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The directors are responsible for the preparation and the true
and fair presentation of these financial statements in accordance
with Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants and
the disclosure requirements of the Hong Kong Companies
Ordinance. This responsibility includes designing, implementing
and maintaining internal control relevant to the preparation
and the true and fair presentation of financial statements that
are free from material misstatement, whether due to fraud or
error; selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in the
circumstances.
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AUDITORS' RESPONSIBILITY

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

Except for the limitations in the scope of our work as explained
below, we conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance as to whether the financial
statements are free from material misstatement. However,
because of the matters described in the basis for disclaimer
of opinion paragraph, we were not able to obtain sufficient
appropriate audit evidence to provide a basis for an audit
opinion.

BASIS FOR DISCLAIMER OF OPINION
(1) Scope limitation — borrowings under dispute

Included in the borrowings of the Group and of the
Company as at 31 March 2009 are borrowings of
approximately HK$77,998,000 and HK$39,082,000
respectively due to several parties. During the year, the
Group and the Company accrued an interest expense
of approximately HK$2,346,000 and HK$1,182,000
respectively based on the amounts due and the applicable
interest rates. However, as detailed in Note 24(b) to the
financial statements, the Group is in dispute with these
parties over these balances. We were unable either to
obtain direct confirmations from these parties or other
supporting evidence to satisfy ourselves as to whether
the borrowings, accrued interests and interest expenses
are free from material misstatement. There were no other
satisfactory audit procedures that we could adopt to satisfy
ourselves as to whether the borrowings, accrued interests
and interest expenses were fairly stated, which would have
a consequential significant effects on net liabilities of the
Group and the Company as at 31 March 2009, their losses
for the year then ended and the related disclosures in the
financial statements.
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BASIS FOR DISCLAIMER OF OPINION (CONTINUED)

(2)

(3)

Scope limitation - Prior year audit scope
limitation affecting opening balances

The financial statements of the Group for the year ended 31
March 2008 were audited by another firm of independent
auditors whose report dated 5 February 2009 was qualified
in respect of scope limitation of insufficient appropriate
evidences for verifying the correctness and fairness of
certain legal and professional fees of approximately
HK$952,000 and transportation charges of HK$1,159,000
recognised for the year ended 31 March 2008.

During the audit, we were not able to obtain sufficient
reliable evidence to enable us to assess the correctness and
fairness of the above expenditures made for the year ended
31 March 2008. Therefore the comparative amounts may
not be comparable and any adjustment to these amounts
may have a consequential effect on the opening balance of
accumulated losses of the Group at 1 April 2008, its loss for
the year ended 31 March 2008 and related disclosures in
the financial statements.

Material uncertainties relating to going concern
basis

As explained in Note 2 to the financial statements, the
directors planned to adopt certain proposed measures (the
"Measures”) with the view to improve the Group's financial
and cash flow position and to maintain the Group as a
going concern. The directors are of the opinion that the
Measures will be successfully implemented.
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BASIS FOR DISCLAIMER OF OPINION (CONTINUED)

(3) Material uncertainties relating to going concern
basis (Continued)

The Group had net current liabilities of HK$128,317,000
and net liabilities of HK$365,705,000 as at 31 March 2009,
which indicate the existence of a material uncertainty which
may cast significant doubt on the Group’s ability to continue
as a going concern. The Company had net current liabilities
of HK$92,250,000 and net liabilities of HK$290,323,000
as at 31 March 2009, which indicate the existence of a
material uncertainty which may cast significant doubt on
the Company'’s ability to continue as a going concern. These
financial statements have been prepared on a going concern
basis, the validity of which is dependent on the successful
implementation of the Measures.

In the opinion of the directors, if the Measures are not
successfully implemented, the Group and the Company
would not be a going concern as at the balance sheet date.
If that is the case, adjustments might have to be made to
reduce the value of assets to their recoverable amounts, to
provide for any further liabilities which might arise and to
reclassify non-current assets and liabilities as current assets
and liabilities respectively. We consider that appropriate
disclosures have been made. However, the uncertainties
surrounding the outcome of the Measures raise significant
doubt about the ability of the Group and the Company
to continue as a going concern, we have disclaimed our
opinion.
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DISCLAIMER OF OPINION: DISCLAIMER ON VIEW
GIVEN BY FINANCIAL STATEMENTS

Because of the significance of the matters described in the
basis for disclaimer of opinion paragraph, we do not express
an opinion on the financial statements as to whether they give
a true and fair view of the state of affairs of the Group and of
the Company as at 31 March 2009 and of the Group’s loss and
cash flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards, and as to whether these
financial statements have been properly prepared in accordance
with the disclosure requirements of the Hong Kong Companies
Ordinance.

BDO Limited

Certified Public Accountants

Choi Man On

Practising Certificate number P02410
Hong Kong, 7 December 2009
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conSOI idated Income Statement For the year ended 31 March 2009

ﬁé l‘l& é 2% BE_FTEANF=A=1—HIFE

2009 2008
—E2EEAE —EENF
Notes HK$'000 HK$'000
K1t BT T BB TF T
Turnover =E 7 31,490 48,558
Cost of sales HERAX (51,281) (69,022)
Gross loss EBEERHE (19,791) (20,464)
Other revenue Hiplh s 8 2,334 2,522
Other net gains HibF W= 8 - 34,865
Distribution costs BT A (518) (617)
Administrative and other THREMEERS
operating expenses (22,791) (41,320)
Loss from operations ReEmE (40,766) (25,014)
Finance costs B 7 B AR 9 (25,274) (26,413)
Share of results of an associate 2 fih— R &E A EXE - (138)
Loss before taxation BR AT BT 18 10 (66,040) (51,565)
Income tax st 11 1,580 900
Loss for the year and FEBER
attributable to equity AR RE
holders of the Company BEBAEM 14 (64,460) (50,665)
Dividend BRE = -
Loss per share BREE 15
Basic and diluted EAXKREE (6.50) centsfill  (5.11) centsfll
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Consolidated Balance Sheet .4 .5/ v 2000

HREBEEREBR o

2009 2008
—E2hE -TI)NF
Notes HK$'000 HK$'000
oka BT T BT T
ASSETS AND LIABILITIES EEREE
Non-current assets *RBEE
Property, plant and equipment M- BRE R 16(a) 2,257 4,545
Leasehold land HE T 16(b) 115 117
Interest in an associate R — B E N R 18 = -
2,372 4,662
Current assets RBEE
Inventories FE 19(a) = 396
Trade and other receivables g 5 N E A W GRIE 20 7,840 5,799
Cash and cash equivalents RekBeEHEEHR 21 235 565
8,075 6,760
Current liabilities REBEE
Borrowings BE 24(a) 60,218 42,455
Convertible note Al R iR 25 37,131 -
Trade and other payables B 5 K& E th IR 22 26,769 40,513
Taxation I 23(a) 12,274 12,274
(136,392) (95,242)
Net current liabilities REBEEFER (128,317) (88,482)
TOTAL ASSETS LESS CURRENT EELAERRBER
LIABILITIES (125,945) (83,820)
Non-current liabilities FnBERE
Borrowings BE 24(a) 237,412 185,945
Convertible note Al R R 25 = 27,552
Deferred tax liabilities BRI E 23(b) 2,348 3,928
(239,760) (217,425)
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Consolidated Balance Sheet 4 .51 v 2000

HREBEEREBER eriosr s

2009 2008

—E2EEAE —ETNF

Notes HKS$'000 HK$000

K1t BT T BB TF T

NET LIABILITIES EEFH (365,705) (301,245)
CAPITAL AND RESERVES BN

Share capital LN 26 49,584 49,584

Reserves (ERe] (415,289) (350,829)

CAPITAL DEFICIENCY =N (365,705) (301,245)

Approved and authorised for issue by the board of directorson 7 RZZEZNF+ A+ HEESFeH

December 2009. R % -
WONG Yue Kwan, Alan LAU Henry
FHi19 28 E
Director Director
EF -

“EZEAFFHR EXHBRKERRLF
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Balance Sheet . .: 31 v 2000

ﬁE ﬁﬁ% RE-BENF=ZA=1+—H

2009 2008
—BEAE  —TT\F
Notes HK$'000 HK$'000
ok BT T BT T
ASSETS AND LIABILITIES EEREE
Non-current assets ERBEE
Interests in subsidiaries N IEPNGIE: Fa 17 = 7
Current assets REEE
Cash and cash equivalents RekBe%E
I8 H 21 15 16
Current liabilities REBEE
Borrowings BE 24(a) 50,925 31,045
Convertible note AR ER 25 37,131 -
Amount due to a subsidiary JER —RIM B A F)
B 17 - 2,058
Other payables Hh & 1~ FRIB 22 4,025 5,386
Taxation HIB 23(a) 184 184
(92,265) (38,673)
Net current liabilities REBEERE (92,250) (38,657)
TOTAL ASSETS LESS CURRENT B EHLERRBERE
LIABILITIES (92,250) (38,650)
Non-current liabilities kRBEE
Borrowings BE 24(a) 195,725 145,814
Convertible note ARG B 25 = 27,552
Deferred tax liabilities EEFRIBEE 23(b) 2,348 3,928
(198,073) (177,294)
NET LIABILITIES BERE (290,323) (215,944)
CAPITAL AND RESERVES EXK#HE
Share capital i 26 49,584 49,584
Reserves {1 27(b) (339,907) (265,528)
DEFICIENCY IN CAPITAL B A5 A (290,323) (215,944)

Approved and authorised for issue by the board of directors on 7

December 20009.

WONG Yue Kwan, Alan

T35
Director

EF
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conSOIidated Statement Of Changes in EqUity For the year ended 31 March 2009

%é%é @ Eb %% BE_FTENF=A=1—HIFE

Attributable to equity holders of the Company

RAARBEEAEE
Convertible
Share Share  note equity  Shareholders’ Merger Exchange  Distributable  Accumulated
capital premium reserve  contribution reserve reserve reserve losses Total
TRREE TR
B& RGEE BifE RREE Ll B e ZRER &3t
HK$000 HK$'000 HK$ 000 HK$ 000 HK$000 HK$ 000 HK$ 000 HK$000 HK$ 000
EETT ERFT FETT EETT ERTT FETT EETT ERTT BRI
At 1 April 2007 RZZELE
mA-A 49,584 127,764 16,432 72,89 121,914 43 231,340 (872,639) (252,668)
Adjustment of amortised RRTEEH
cost of convertible note RARE - - 6,016 - - - - - 6,016
Recognition of equity BRAIBREEZ
component of ERBH
convertible note - - (3,928) - - - - - (3,928)
Loss for the year FEEE - - - - - - - (50,665) (50,665)
At 31 March 2008 and S Yi:3
1 April 2008 ZA=+-Ak
ZRENE
mA-A 49,584 127,764 18,520 72,894 121,914 43 231,340 (923,304) (301,245)
Deconsolidation of Rit&a
subsidiaries MEBLAKE - - - - (121914) - - 121,914 -
Loss for the year FEER - - - - - - - (64,460) (64,460)
At 31 March 2009 RZBENE
=ZA=t-H 49,584 127,764 18,520 72,8% - 3 231,340 (865,850) (365,705)

“EZEAFFHR EXHBRKERRLF
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conSOI idated caSh FIOW Statement For the year ended 31 March 2009

FHEZ A=+ —AIHFE

2009 2008
—ETAE —EENF
Notes HK$'000 HK$'000
i BT BT
OPERATING ACTIVITIES REXK
Loss before taxation BrAi R &S 18 (66,040) (51,565)
Adjustments for: R
Depreciation e 1,468 12,525
Amortisation of land lease ME T (E
premium s 2 3
Gain on adjustment of IER & FE AR
amortised cost of SEHREHEKA 2
convertible note upon Wz
extension - (26,638)
Interest income B A - (4)
Finance costs B T AR 25,274 26,413
(Reversal of)/provision g 5 WG IERE
for impairment loss &BE (#R)
on trade receivables B (574) 850
Reversal of other payables H e RIEZ
o (1,068) -
Gain on disposal of HEWE BFE
property, plant and R 2 W
equipment - (547)
Write-off of property, M- BB &
plant and equipment = 2 s - 2,094
Impairment on property, M- BB &
plant and equipment R RE 1,140 -
Reversal of provision for EERN ZBHE
employee benefits £ [0 - (7,680)
Share of results of b — B
an associate NREE - 138
Write down of inventories WRFE 297 323
OPERATING LOSS BEFORE EEESHREAIZ
CHANGES IN WORKING REEE
CAPITAL (39,501) (44,088)
Decrease in inventories FERL 99 227
(Increase)/decrease in trade B 5 R E AU GRIA
and other receivables ($Eh0) /R (1,474) 3,878
(Decrease)/increase in trade B 5 REMENFRIA
and other payables CRA) /& (5,528) 1,650
CASH USED IN OPERATIONS ¥¥fiiEAzEE (46,404) (38,333)
Interest paid EATH E (2,520) (2,336)
Interest received 2 B - 4
Tax paid BN IE - (1
NET CASH USED IN RETEMERAZ
OPERATING ACTIVITIES ReFHE (48,924) (40,666)

SMI Publishing Group Limited
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conSOI idated CaSh FIOW Statement For the year ended 31 March 2009

éa: =] IE%/)ILE%% #E

NF=A=1—HILFE

2009 2008
—EERE —EENF
Notes HK$'000 HK$°000
M it BT T BT T
INVESTING ACTIVITIES REXH
Payment for the purchase BAME BFE K
of property, plant and BN
equipment (320) (209)
Proceeds from sale of Hj'%%¥ B K
property, plant and RIS FRIR
equipment - 557
NET CASH (USED IN)/ REZES (AH)
GENERATED FROM EEZRERERE
INVESTING ACTIVITIES (320) 348
FINANCING ACTIVITIES mE XK
Increase in advances from —BEXTEREBK
a substantial shareholder #n = 9,096
Increase in other borrowings H & &N 75,194 53,613
Repayment of advances from BE—RBEIERRE
a substantial shareholder EDN - (4,130)
Repayment of BEAMEE
other borrowings (26,280) (19,572)
Repayment of finance lease BEMEHEE - (150)
NET CASH GENERATED FROM REXKELEZRSE
FINANCING ACTIVITIES FE 48,914 38,857
DECREASE IN CASH AND ReRREEEREE
CASH EQUIVALENTS A (330) (1,461)
CASH AND CASH RENZRERRE
EQUIVALENTS AT %£{EHEA
BEGINNING OF YEAR 565 2,026
CASH AND CASH RERZBEERAE
EQUIVALENTS ZEEE
AT END OF YEAR 21 235 565

“EZEAFFHR EXHBRKERRLF
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GENERAL INFORMATION

SMI Publishing Group Limited (the “Company”) is a public
limited liability company incorporated in the Cayman Islands
and its shares are listed on the Growth Enterprise Market
("GEM") of The Stock Exchange of Hong Kong Limited
(the "Stock Exchange”). The addresses of the registered
office and principal place of business of the Company
are Cricket Square, Hutchin Drive, PO. Box 2681, Grand
Cayman KY1-1111, Cayman Islands and the 3rd Floor, CWG
Building, No. 3, A Kung Ngam Village Road, Hong Kong
respectively.

The consolidated financial statements are presented in Hong
Kong dollars, which is also the functional currency of the
Company.

The principal activities of the Group are the publication of
newspapers, magazines and books.

At 31 March 2009, the directors consider the ultimate
holding company of the Company to be Strategic Media
International Limited (”Strategic Media”), which is
incorporated in the British Virgin Islands. This entity does not
produce financial statements available for public use.

BASIS OF PRESENTATION

The Group sustained consolidated loss attributable
to equity holders of the Company of HK$64,460,000
(2008: HK$50,665,000) for the year ended 31 March
2009. At 31 March 2009, the Group had consolidated
net current liabilities and net liabilities of approximately
HK$128,317,000 (2008: HK$88,482,000) and
HK$365,705,000 (2008: HK$301,245,000), respectively.

SMI Publishing Group Limited Annual Report 2009

NOteS tO the FinanCiaI Statements For the year ended 31 March 2009

/E\ji%ﬁéé Bﬂ-%} BE—FENF=A=1—HIFE

—REH

EXHEMREBARAR (AR
Al RRHASESTMKIZEAE
RAF HERONREBBERS
FRAERAR ([BRZAT])BIEIR
(TRIZER]) £ e AR B 5E 1 9
BE&EEEEME 2D R
A Cricket Square, Hutchin Drive,
P.O. Box 2681, Grand Cayman
KY1-1111, Cayman Islands& &
B RN ERE3RIESEEKES
1o

HAPMBRMERARNRR ZEE
KEEZ5-

AEBZETBEHRORERE - 5

s P
M EE

RZZEZhF=ZA=+—8 &
ERRARNTZ XBERRA]
JhStrategic Media International
Limited ([Strategic Media ]) » &
MEBELEFSTMAKL - Z A A
WEGRAIHARATFER 2
Bk -

2IEE

HE-_ZTAF=ZA=1+—H81
FE ARRREREAEBGEARSE
B4R 4 E1875%64,460,0000T (=
T ZF )\ F : B ¥50,665,0007T) °
RZZEZAF=RA=+—H &
SEEERBDAGEFERAE
RS BRI A7 %128,317,000
T (ZZEZT)\F : #%88,482,000
7T ) K 7% #365,705,000T (=&
T\ 4F : B ¥301,245,0007T) ©



BASIS OF PRESENTATION (Continued)

During the current and prior years, the Group experienced
financial difficulties and was unable to meet the payment
obligations. Various parties took legal actions against the
Group to recover amounts due to them.

In view of the liquidity problems faced by the Group, the
directors planned to adopt the following proposed measures
with the view to improve the Group's financial and cash
flow position and to maintain the Group as a going concern:

(i) the directors plan to seek financial support from
potential investors to provide adequate funds for
the Group to meet its liabilities as they fall due, both
present and future;

(i) the directors have identified and have been negotiating
with potential investors for proposed capital injection
arrangements; and

(iii) the directors have adopted various cost control
measures to reduce general administrative expenses and
operating costs.

In the opinion of the directors, upon successful
implementation of these measures, the Group will have
sufficient cash resources to satisfy its future working capital
and other financing requirements. The directors are of
the opinion that the above measures will be successfully
implemented. Accordingly, the directors are of the view that
it is appropriate to prepare the financial statements on a
going concern basis.

NOteS tO the FinanCiaI Statements For the year ended 31 March 2009

/E\ji%ﬁéé IZTT.I-%I BE—EENF=A=1—HIFE

2HEE (&)

RAFERBEFE AEBEX
AR MR T REE %
AT BRAEEREDIEZHFR
BRIEERN TS 2 FRIA -

BERAEBMESZRBER
R EFEAEIREUA T 2EE
REAEEZHMERRAERE
I - AR i N B IR R
BERBERE:

() EXFEFRNBEEREESK
MHF RETRZEST
AR HE RN ERRE MR
REHZBE:

(i) EFEHANRAEERES
mEEAREETELHE &

(i) EFEHRMZERANEHFE
i AR D — BRIT B s &
BN

EERR FRVETZFRIE
& AEBEHEEREZATER
MEERK 2 EEES REMER
BRE EFRARFTHEHSNK
WERE B EFRBPHBIRE
BEERERERETDREN-
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BASIS OF PRESENTATION (Continued)

Should the Group be unable to achieve the above and fail
to continue in business as a going concern, adjustments
would have to be made to restate the values of the assets
to their immediate recoverable amounts, to provide for any
further liabilities which might arise, and to reclassify non-
current assets and liabilities as current assets and liabilities
respectively. The effects of these adjustments have not been
reflected in the financial statements.

APPLICATION OF NEW AND REVISED
STANDARDS

In the current year, the Group has adopted all of the new
and revised Hong Kong Financial Reporting Standards
("HKFRSs"), which in collective term includes all applicable
individual Hong Kong Financial Reporting Standards, Hong
Kong Accounting Standards (“HKASs") and Interpretations
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA") that are relevant to its operations
and effective for the current accounting period of the Group
and the Company. The adoption of these new and revised
HKFRSs did not result in substantial changes to the Group’s
accounting policies.

The adoption of HK(IFRIC) — Int 12 “Service concession
arrangements”, HK(IFRIC) — Int 14 “"HKAS 19 — The limit on
a defined benefit asset, minimum funding requirements and
their interaction” and HKAS 39 & HKFRS 7 (Amendments)
"Reclassification of financial assets” has no impact on the
financial statements.

SMI Publishing Group Limited Annual Report 2009
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2HEE (&)

fid %5 AN SR B R BE S A LA 15 e 3K
BERFBELEEERERLER
% MBEBRRATRELHE &
P H & E 2 B{E = B AT Y@ 5K
B RARERARE-—PEEL
BEELREE UNBIERBEE
RBEDREFNBRARBDEE
kBB ZEFREFELRRB
R TR

M REBTER 2R

RAFE  REBDRMPIAEE
LEERARAKRENARAEIZ

SR AR AR Z FTR] R ERT
FRMBHHREER ([FEYHR
EEA]) RFAEREEERE
GitEhAg ([BEGEAE])
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HEEL FEEER([FE
SETER D MR E RN LT
Rl MEERT BB S HRE AL
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NOteS tO the FinanCiaI Statements For the year ended 31 March 2009

/E\ji%ﬁéé IZTT.I-%I BE—EENF=A=1—HIFE

3. APPLICATION OF NEW AND REVISED
STANDARDS (Continued)

At the date of authorisation of the financial statements, the
following standards and interpretations were in issue but
not yet effective and have not been early adopted by the
Group:

3. MAIREETERZER

(%)
RE SRR 2 RETIREE AT

BRI LB ERMERER B
e R AN SR B AR R 3R AN

Effective date

X HE
HKAS 1 (Revised) Presentation of financial statements (i)
BB ENE R (KEET) MEmEK 225 (i)
HKAS 23 (Revised) Borrowing costs (i)
BB G ERIZE239 (L1835]) BB 0)
HKAS 32 & HKAS 1 (Amendments) Puttable financial instruments and obligations (i)
arising on liquidation
BT ERIE32% & hESRITARBGREAZEHE (i)
BEEGFTERE15 (BT R)
HKFRS 1 & HKAS 27 (Amendments)  Cost of an investment in a subsidiary, jointly (i)
controlled entity or associate
EEMBHREERNE15 K S — M8 A A] -~ H[F] 4% i & 88 5k (i)
BAEGEERIZFE275 (BFTA) & RN BI 2B 2 KR
HKFRS 8 Operating segments (i)
BB SIS 2R B85 &S H (i)
HK(IFRIC) — Int 15 Agreements for the construction of real estates (i)
HE (R BREREEZEY) FiERERZ (i)
—REFE155%
HKFRS 2 (Amendment) Vesting conditions and cancellations (i)
EEMBHREERNE29 (BFIA) BEGEREEUA (i)
HKFRS 7 (Amendment) Improving disclosures about financial instruments (i)
EEMBHRELENNE7R (BFIA) SRITAWREZUGE (i)
HKAS 27 (Revised) Consolidated and separate financial statements (i)
BB ERIFE275R (K18E]) e kB BERE (ii)
HKAS 39 (Amendment) Eligible hedged items (i)
HEB G ERIE395% (BFTA) BEBE AR (ii)
HKFRS 1 (Revised) First-time adoption of HKFRSs (i)
EEMBHREENNE 19 (KEET) BREAEBEMGHREEL (ii)

“EZEAFFHR EXHBRKERRLF
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3. APPLICATION OF NEW AND REVISED

STANDARDS (Continued)

(%)

3. I RAEMER]

EAZER

Effective date

LA A
HKFRS 3 (Revised) Business combinations (i)
EBMBMEEREIR (KEF]) HEEH (i)
HKAS 32 (Revised) Classification of rights issues (viii)
BB ERIE325% (LEE]) TR (viii)
HKAS 24 (Revised) Related party disclosures (ix)
BB ERIFE245% (18E]) FEATHE (ix)
HKFRS 9 Financial instruments (x)
BB mELERIER THMT A (x)
HK(IFRIC) = Int 17 Distribution of non-cash assets to owners (i)
HE (HRYBRERELZEY) MEBADIKIEBREEEE (i)
—ZEF1R
HK(IFRIC) — Int 13 Customer loyalty programmes (iii)
HE (BRVBREREEES) xR E (iii)
—ZEFE135
HK(IFRIC) = Int 16 Hedges of a net investment in a foreign (iv)
operation
HE (BRVBREREEES) INE TG B R (iv)
—ZEF165%
HK (IFRIC) — Int 9 & Embedded derivatives (v)
HKAS 39 (Amendments)
HE (BRVBREZREEES NEPTELA (v)
—REFR BB LER
ZE395% (B3 4%)
HK(IFRIC) — Int 18 Transfers of assets from customers (vi)
HE (BRVBREREEEY) BRPHEEAE (vi)
—ZEF185%
HKFRS 2 (Amendments) Group cash-settled share-based payment (vii)
transactions
BEEMBREERNE25 (BFIAR) KEZBRSEEROINRERS (vii)

SMI Publishing Group Limited Annual Report 2009
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3. APPLICATION OF NEW AND REVISED 3. FEIRKLIEFTERER
STANDARDS (Continued) (#&)

Effective date

£ HH
2008 Improvements to HKFRSs — HKAS 1, HKAS 16, HKAS 19, HKAS 20, ()
that may result in accounting HKAS 23, HKAS 27, HKAS 28, HKAS 29,
changes for presentation, HKAS 31, HKAS 36, HKAS 38, HKAS 39,
recognition or measurement HKAS 40 & HKAS 41
— HKFRS 5 (i)
—_TEENFHEEREVBRS — BB GERIEIR BTG ERE 169 (i)
BRI ZBUERI BB 2T BB ERE195% BB HER|FH2098
BRATE 2 G TE ERGTERFE23% FEGTLERE275
Eﬁég; A5E28%% - BEGFHHERIFE295%
ERGTEREINR FEGTLERE36H
BEGETERFEI’ - HEG T LR FE395 -
HEGTEREA05 L E B G ERF415
—HB N B WM E LR FE55R (ii)
2009 Improvements to HKFRSs — HKAS 39 (80) (i)
that may result in accounting — HKAS 38, HKFRS 2, HK(IFRIC) = Int 9, (i)
changes for presentation, HK(IFRIC) — Int 16
recognition or measurement — HKAS 1, HKAS 7, HKAS 17, HKAS 36, (vii)
HKAS 39, HKFRS 5 & HKFRS 8
ZETNFHEEREYBRS — BB G R 3955 (80) (i)
R BHERIBE B 2T — BB G HERFE385  BAEM KRS L (ii)
RN EZ Gt T E25% B (BBRMBEREREZESY)

—REFE BB (BB BRERE
ZEg)-REHI6%
— BB EREI BB ST ERET (vii)
BB GEERIFE 175 BB R FE365%
%ﬂaau AR 3955 - BB WS LR
B BB I I S R F 858

]
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3. APPLICATION OF NEW AND REVISED
STANDARDS (Continued)

Effective date:

(i) Annual periods beginning on or after 1 January 2009

(i) Annual periods beginning on or after 1 July 2009

(i) - Annual periods beginning on or after 1 July 2008

(iv)  Annual periods beginning on or after 1 October 2008

(v)  Annual periods ending on or after 30 June 2009

(vi)  Transters of assets from customers received on or after 1 July 2009
(vii)  Annual periods beginning on or after 1 January 2010

(viii) Annual periods beginning on or after 1 February 2010

(ix)  Annual periods beginning on or after 1 January 2011

(x)  Annual periods beginning on or after 1 January 2013

The Group is in the process of making an assessment of
what the impact of these new or revised standards or
interpretations is expected to be in the period of their initial
application.

SMI Publishing Group Limited Annual Report 2009
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4. SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

(o)

Statement of compliance

The consolidated financial statements have been
prepared in accordance with all applicable HKFRSs
issued by HKICPA, accounting principles generally
accepted in Hong Kong and the disclosure requirements
of the Hong Kong Companies Ordinance.

Basis of preparation of financial statements

These financial statements have been prepared under
the historical cost convention.

Basis of consolidation

These financial statements incorporate the financial
statements of the Company and its subsidiaries.

The results of subsidiaries acquired and disposed of
during the year are included in the consolidated income
statement from the effective date of acquisition or up
to the effective date of disposal, as appropriate.

All intercompany transactions, balances and unrealised
gains on transactions between group enterprises are
eliminated in full on consolidation. Unrealised losses are
also eliminated unless the transaction provides evidence
of an impairment on the asset transferred.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with those used by other members of
the Group.

4. FESHBEE

(a)

(b)

(c)

BHREH

RAMBRRDIBEESS
SR AgEM I BEERES
B HREEL BB DR
FFRBIA R BB R A
BERTMRER -

VA

NEEMHHH

{51 2

MBHRR ZWUEE

% WK YRR EE LA
ZN TR R

ZEVBRREBEARARA R
HHfI B AR IEMEK -

RAEWERBEENFERMK
BREHEZWBAR ZE
48 B A B B AT sat
ERERLERHA L (W@
) e

RAMZAEBER S k&
BARMR Sz REHR KR
BERGAKRERSHEHE B
FEBRGAIRHEERE
EHBEREEE  ThIXRE
BEETTAEHE-

MEBRARZMBHREANER
KETT}EHJJ B AMEE ST

REAEEHEMKE QAR
A#E—2e
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(d) Subsidiaries

(e)

Subsidiaries are entities in which the Group has the
power to govern the financial and operating policies, so
as to obtain benefits from their activities. In assessing
control, potential voting rights that presently are
exercisable are taken into account.

Investments in subsidiaries are included in the
Company’s balance sheet at cost less any impairment
loss. The results of subsidiaries are accounted for by
the Company on the basis of dividends received and
receivable.

Associate

An associate is an entity over which the Group has
significant influence and that is neither a subsidiary
nor a joint venture. Significant influence is the power
to participate in the financial and operating policy
decisions of the investee but not control or joint control
over those policies.

SMI Publishing Group Limited Annual Report 2009
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4. SIGNIFICANT ACCOUNTING POLICIES 4, FTESFTEER (8&)

(Continued)

(e) BHE LT (&)

(e) Associate (Continued)

The results and assets and liabilities of associate are
incorporated in the financial statements using the
equity method of accounting. Under the equity method,
investment in associate is carried in the consolidated
balance sheet at cost as adjusted for post-acquisition
changes in the Group’s share of the net assets of the
associate, less impairment in the value of individual
investment. Losses of an associate in excess of the
Group's interest in that associate which includes any
long-term interests that, in substance, form part of the
Group's net investment in the associate are recognised
only to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf of
the associate.

Any excess of the cost of acquisition over the Group’s
share of the net fair value of the identifiable assets,
liabilities and contingent liabilities of the associate
recognised at the date of acquisition is recognised
as goodwill. The goodwill is included within the
carrying amount of the investment and is assessed for
impairment as part of the investment. Any excess of the
Group’s share of the net fair value of the identifiable
assets, liabilities and contingent liabilities over the
cost of acquisition, after reassessment, is recognised
immediately in profit or loss.

Where a Group entity transacts with an associate of
the Group, profits and losses are eliminated to the
extent of the Group’s interest in the relevant associate,
except where unrealised losses provide evidence of an
impairment of the assets transferred, in which case they
are recognised immediately in profit or loss.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(f) Property, plant and equipment

Property, plant and equipment are stated at cost
less subsequent accumulated depreciation and any
accumulated impairment losses.

Depreciation is provided to write off the cost of items
of property, plant and equipment over their estimated
useful lives and after taking into account of their
estimated residual value, using the straight-line method
at the following rates:

Building 4%
Leasehold improvements 15%
Machinery 15%
Furniture, fixtures and equipment 15%
Network and computer equipment 15%
Motor vehicles 15%

Assets held under finance leases are depreciated over
their expected useful lives on the same basis as owned
assets or, where shorter, the term of the relevant lease.

An item of property, plant and equipment is
derecognised upon disposal or when no future
economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising on
derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying
amount of the item) is included in profit or loss in the
year in which the item is derecognised.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(9)

(h)

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost, including an appropriate portion
of fixed and variable overhead expenses, are assigned
to inventories by the method most appropriate to the
particular class of inventory, with the majority being
valued on a first-in-first-out basis. Net realisable value
represents the estimated selling price for inventories less
all estimated costs of completion and cost necessary to
make the sale.

Impairment of assets excluding goodwill

At each balance sheet date, the Group reviews the
carrying amounts of its assets to determine whether
there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order
to determine the extent of the impairment loss, if any.
Where it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates
the recoverable amount of the cash-generating unit
to which the asset belongs. Where a reasonable
and consistent basis of allocation can be identified,
corporate assets are also allocated to individual
cash-generating units, or otherwise they are allocated
to the smallest group of cash-generating units for
which a reasonable and consistent allocation basis can
be identified.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(h) Impairment of assets excluding goodwill

(Continued)

Recoverable amount is the higher of fair value less
costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that
reflects current market assessments of the time value of
money and the risks specific to the asset for which the
estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-
generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset
(or cash-generating unit) is reduced to its recoverable
amount. An impairment loss is recognised immediately
in profit or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or cash-generating unit)
is increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount
does not exceed the carrying amount that would
have been determined had no impairment loss been
recognised for the asset (or cash-generating unit)
in prior years. A reversal of an impairment loss is
recognised immediately in profit or loss.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i) Financial assets

Financial assets are recognised and derecognised on
trade date where the purchase or sale of a financial
asset is under a contract whose terms require delivery of
the investment within the time frame established by the
market concerned.

The Group’s financial assets are classified into loans and
receivables.

(M)

(i)

Loans and receivables

Trade receivables, loans and other receivables that
have fixed or determinable payments that are
not quoted in an active market are classified as
loans and receivables. Loans and receivables are
measured at amortised cost using the effective
interest method, less any impairment.
income is recognised by applying the effective
interest rate, except for short-term receivables
when the recognition of interest would be
immaterial.

Interest

Impairment of financial assets

Financial assets, other than those at fair value
through profit or loss, are assessed for indicators of
impairment at each balances sheet date. Financial
assets are impaired where there is objective
evidence that as a result of one or more events
that occurred after the initial recognition of the
financial asset, the estimated future cash flows of
the investment have been impacted.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i) Financial assets (Continued)

(ii) Impairment of financial assets (Continued)

Obijective evidence of impairment could include:

counterparty; or

— default or delinquency in interest or principal

payments; or

— it becoming probable that the borrower will
enter bankruptcy or financial re-organisation;

or

— significant changes in the technological,
market, economic or legal environment that
have an adverse effect on the debtor.

If any such evidence exists, the impairment
loss is measured as the difference between the
asset’s carrying amount and the present value of
estimated future cash flows, discounted at the
financial assets carried at amortised cost share
similar risk characteristics, such as similar past due
status, and have not been individually assessed
as impaired. Future cash flows for financial assets
which are assessed for impairment collectively are
based on historical loss experience for assets with
credit risk characteristics similar to the collective

group.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i) Financial assets (Continued)

(ii) Impairment of financial assets (Continued)

If in a subsequent period the amount of an
impairment loss decreases and the decrease can be
linked objectively to an event occurring after the
impairment loss was recognised, the impairment
loss is reversed through profit or loss. A reversal of
an impairment loss shall not result in the asset’s
carrying amount exceeding that which have
been determined had no impairment loss been
recognised in prior years.

Impairment losses are written off against
the corresponding assets directly, except for
impairment losses recognised in respect of
trade and other receivables, whose recovery is
considered doubtful but not remote. In this case,
the impairment losses for doubtful debts are
recorded using an allowance account. When the
Group is satisfied that recovery is remote, the
amount considered irrecoverable is written off
against trade receivables directly and any amounts
held in the allowance account relating to that debt
are reversed. Subsequent recoveries of amounts
previously charged to the allowance account are
reversed against the allowance account. Other
changes in the allowance account and subsequent
recoveries of amounts previously written off directly
are recognised in profit or loss.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i) Financial assets (Continued)

(iii) Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial asset
and of allocating interest income over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts
through the expected life of the financial asset, or

where appropriate, a shorter period.

Income is recognised on an effective interest basis
for debt instruments other than those financial
assets designated as at fair value through profit or

loss.

(iv) Derecognition of financial assets

The Group derecognises a financial asset only when
the contractual rights to the cash flows from the
asset expire; or it transfers the financial asset and
substantially all the risks and rewards of ownership
of the asset to another entity. If the Group neither
transfers nor retains substantially all the risks and
rewards of ownership and continues to control
the transferred asset, the Group recognises its
retained interest in the asset and an associated
liability for amounts it may have to pay. If the
Group retains substantially all the risks and rewards
of ownership of a transferred financial asset, the
Group continues to recognise the financial asset
and also recognises a collateralised borrowing for

the proceeds received.
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4. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(j) Financial liabilities and equity instrument
issued by the Group

(M)

(i)

(iii)

Classification as debt or equity

Debt and equity instruments are classified as either
financial liabilities or equity in accordance with the
substance of the contractual arrangement.

Equity instruments

An equity instrument is any contract that evidences
a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments
issued by the Group are recorded at the proceeds
received, net of direct issue costs.

Compound instruments

The component parts of compound instruments
issued by the Group are classified separately as
financial liabilities and equity in accordance with
the substance of the contractual arrangement.
At the date of issue, the fair value of the liability
component is estimated using the prevailing
market interest rate for a similar non-convertible
instrument. This amount is recorded as a liability
on an amortised cost basis using the effective
interest method until extinguished upon conversion
or at the instrument’s maturity date. The equity
component is determined by deducting the amount
of the liability component from the fair value
of the compound instrument as a whole. This is
recognised and included in equity, net of income
tax effects, and is not subsequently remeasured.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(j) Financial liabilities and equity instrument

issued by the Group (Continued)

(iv) Financial liabilities

Financial liabilities are classified as either financial
liabilities at fair value through profit or loss or other

financial liabilities.

(v) Financial liabilities at fair value through profit

or loss

Financial liabilities are classified as at fair value
through profit or loss where they are either held for
trading or are designated as at fair value through

profit or loss.

Financial liabilities at fair value through profit or
loss are stated at fair value, with any resultant gain
or loss recognised in profit or loss. The net gain or
loss recognised in profit or loss incorporates any

interest paid on the financial liability.

(vi) Other financial liabilities

Other financial liabilities, including borrowings, are
initially measured at fair value, net of transaction

costs.

Other financial liabilities are subsequently measured
at amortised cost using the effective interest
method, with interest expense recognised on an

effective yield basis.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

()

(k)

Financial liabilities and equity instrument
issued by the Group (Continued)

(vii) Effective interest method

The effective interest method is a method of
calculating the amortised cost of a financial liability
and of allocating interest expense over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash payments
through the expected life of the financial liability,
or where appropriate, a shorter period.

(viii) Derecognition of financial liabilities

The Group derecognises financial liabilities when,
and only when, the Group’s obligations are
discharged, cancelled or they expire.

Convertible notes

Convertible notes issued by the Company that contain
both the liability and conversion option components
are classified separately into respective items on initial
recognition. Conversion option that will be settled by
the exchange of a fixed amount of cash or another
financial asset for a fixed number of the Company’s
own equity instruments is classified as an equity
instrument.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(k) Convertible notes (Continued)

On initial recognition, the fair value of the liability
component is determined using the prevailing market
interest of similar non-convertible debts. The difference
between the gross proceeds of the issue of the
convertible notes and the fair value assigned to the
liability component, representing the conversion option
for the holder to convert the loan notes into equity, is
included in equity (convertible note equity reserve).

In subsequent periods, the liability component of the
convertible notes is carried at amortised cost using
the effective interest method. The equity component,
representing the option to convert the liability
component into ordinary shares of the Company,
will remain in convertible note equity reserve until
the embedded option is exercised (in which case the
balance carried in convertible note equity reserve
will be transferred to share premium). Where the
option remains unexercised at the expiry date, the
balance carried in convertible note equity reserve
will be released to retained profits. No gain or loss
is recognised in profit or loss upon conversion or
expiration of the option.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(k) Convertible notes (Continued)

)

Transaction costs that relates to the issue of the
convertible notes are allocated to the liability and equity
components in proportion to the allocation of the
gross proceeds. Transaction costs relating to the equity
component are charged directly to equity. Transaction
costs relating to the liability component are included
in the carrying amount of the liability portion and
amortised over the period of the convertible loan notes
using the effective interest method.

Provisions

A provision is recognised when the Group has a present
obligation (legal or constructive) as a result of a past
event, it is probable that the Group will be required
to settle the obligation, and a reliable estimate can be
made of the amount of obligation.

The amount recognised as a provision is the best
estimate of the consideration required to settle the
present obligation at the balance sheet date, taking
into account the risks and uncertainties surrounding
the obligation. Where a provision is measured using the
cash flows estimated to settle the present obligation,
its carrying amount is the present value of those cash
flows.

When some or all of the economic benefits required to
settle a provision are expected to be recovered from a
third party, the receivable is recognised as an asset if it
is virtually certain that reimbursement will be received
and the amount of the receivable can be measured
reliably.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(m) Contingent liabilities

(n)

A contingent liability is a possible obligation that arises
from past events and whose existence will only be
confirmed by the occurrence or non-occurrence of one
or more uncertain future events not wholly within the
control of the Group. It can also be a present obligation
arising from past events that is not recognised because
it is not probable that outflow of economic resources
will be required or the amount of obligation cannot be
measured reliably.

A contingent liability is not recognised but is disclosed
in the financial statements. When a change in the
probability of an outflow occurs so that the outflow is
probable, it will then be recognised as a provision.

Taxation

Income tax expense represents the sum of the tax
currently payable and deferred tax.

(i) Current tax

The tax currently payable is based on taxable
profit for the year. Taxable profit differs from profit
as reported in the income statement because
it excludes items of income or expenses that
are taxable or deductible in other years and it
further excludes items that are never taxable or
deductible. The Group's liability for current tax is
calculated using tax rates that have been enacted
or substantively enacted by the balance sheet date.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(n) Taxation (Continued)

(ii) Deferred tax

Deferred tax is recognised on differences between
the carrying amounts of assets and liabilities in
the financial statements and the corresponding
tax bases used in the computation of taxable
profit, and is accounted for using the balance
sheet liability method. Deferred tax liabilities are
generally recognised for all taxable temporary
differences and deferred tax assets are generally
recognised for all deductible temporary differences
to the extent that it is probable that taxable profits
will be available against which those deductible
temporary differences can be utilised. Such assets
and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial
recognition (other than in a business combination)
of other assets and liabilities in a transaction
that affects neither the taxable profit nor the

accounting profit.

The carrying amount of deferred tax assets is
reviewed at each balance sheet date and reduced
to the extent that it is no longer probable that
sufficient taxable profits will be available to allow

all or part of the asset to be recovered.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(n) Taxation (Continued)

(ii) Deferred tax (Continued)

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries and associate, except where the Group
is able to control the reversal of the temporary
difference and it is probable that the temporary
difference will not reverse in the foreseeable
future. Deferred tax assets arising from deductible
temporary differences associated with such
investments are only recognised to the extent that
it is probable that there will be sufficient taxable
profits against which to utilise the benefits of the
temporary differences and they are expected to

reverse in the foreseeable future.

Deferred tax assets and liabilities are measured
at the tax rates that are expected to apply in
the period in which the liability is settled or the
asset realised, based on tax rates (and tax laws)
that have been enacted or substantively enacted
by the balance sheet date. The measurement of
deferred tax liabilities and assets reflects the tax
consequences that would follow from the manner
in which the Group expects, at the balance sheet
date, to recover or settle the carrying amount of its

assets and liabilities.
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4. SIGNIFICANT ACCOUNTING POLICIES 4, FTESFTEHE (8&)

(Continued)

(n) ﬁlﬁ ( II‘E.)

(n) Taxation (Continued)

(ii) Deferred tax (Continued)

Deferred tax assets and liabilities are offset when
there is a legally enforceable right to set off current
tax assets against current tax liabilities and when
they relate to income taxes levied by the same
taxation authority and the Group intends to settle
its current tax assets and liabilities on a net basis.

(o) Foreign currencies

The individual financial statements of each group entity
are presented in the currency of the primary economic
environment in which the entity operates (“functional
currency”). For the purpose of the consolidated
financial statements, the results and financial position
of each Group entity are expressed in Hong Kong dollar
which is the functional currency of the Company, and
the presentation currency for the consolidated financial
statements.

Transactions in currencies other than the functional
currency (“foreign currencies”) are recorded at the
rates of exchange prevailing at the dates of the
transactions. At each balance sheet date, monetary
items denominated in foreign currencies are
retranslated at the rates prevailing at the balance sheet
date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at
the rates prevailing at the date when the fair value was
determined. Non-monetary items that are measured
in terms of historical cost in a foreign currency are not
retranslated.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(o) Foreign currencies (Continued)

Exchange differences are recognised in profit or loss in
the period in which they arise except for:

exchange differences which relate to assets under
construction for future productive use, which are
included in the cost of those assets when they are
regarded as an adjustment to interest costs on
foreign currency borrowings;

exchange differences on transactions entered into
in order to hedge certain foreign currency risks;
and

exchange differences on monetary items receivable
from or payable to a foreign operation for which
settlement is neither planned nor likely to occur,
which form part of the net investment in a foreign
operation, and which are recognised in the
translation reserve and recognised in profit or loss
on disposal of the net investment.
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4. SIGNIFICANT ACCOUNTING POLICIES 4, FTESFTEHER (8&)

(Continued)

(o) 5h5 (&)

(o) Foreign currencies (Continued)

For the purpose of presenting consolidated financial
statements, the assets and liabilities of the Group's
foreign operations are expressed in Hong Kong dollar
using exchange rates prevailing at the balance sheet
date. Income and expense items are translated at the
average exchange rates for the period, unless exchange
rates fluctuated significantly during the period, in
which case the exchange rates at the dates of the
transactions are used. Exchange differences arising,
if any, are classified as equity and transferred to the
Group's exchange reserve. Such translation differences
are recognised in profit or loss in the period in which
the foreign operation is disposed of.

(p) Employees’ benefits

(i) Short term benefits

Salaries, annual bonuses, paid annual leaves and
the cost of non-monetary benefits are accrued
in the year in which the associated services are
rendered by employees. Where payments or
settlements are deferred and the effect would be
material, these amounts are stated at their present
value.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(p) Employees’ benefits (Continued)

(ii) Pension obligations

Contributions to the Mandatory Provident
Fund scheme as required under the Hong Kong
Mandatory Provident Fund Schemes Ordinance
are charged to profit or loss when incurred. The
Group has no further payment obligations once the
contribution has been made.

(q) Equity-settled share-based payment

transactions

Equity-settled share-based payments to employees and
others providing similar services are measured at the fair
value of the equity instruments at the grant date.

The fair value determined at the grant date of the
equity-settled share-based payments is expensed on
a straight-line basis over the vesting period, based on
the Group’s estimate of equity instruments that will
eventually vest. At each balance sheet date, the Group
revises its estimate of the number of equity instruments
expected to vest. The impact of the revision of the
original estimates, if any, is recognised in profit or loss
over the remaining vesting period, with a corresponding
adjustment to the share option reserve.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4. TESFHER (#)

(q) Equity-settled share-based payment () EREEUROGAERZ

transactions (Continued)

The policy described above is applied to all equity-
settled share-based payments that were granted after
7 November 2002 that vested after 1 January 2005. No
amount has been recognised in the financial statements
in respect of other equity-settled share-based payments.

Equity-settled share-based payments transactions with
other parties are measured at the fair value of the
goods or services received, except where the fair value
cannot be estimated reliably, in which case they are
measured at the fair value of the equity instruments
granted, measured at the date the Group obtains the
goods or the counterparty renders the service.

For cash-settled share-based payments, a liability equal
to the portion of the goods or services received is
recognised at the current fair value determined at each
balance sheet date.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(r)

(s)

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and
deposits held at call with banks, and other short-term
highly liquid investments with original maturities
of three months or less that are readily convertible
to a known amount of cash and are subject to an
insignificant risk of changes in value. Bank overdrafts
that are repayable on demand and form an integral
part of the Group's cash management are also included
as a component of cash and cash equivalents for the
purpose of the consolidated cash flow statement.

Leases

Leases are classified as finance leases whenever the
terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are
classified as operating leases.

As lessee

Lease payments are apportioned between finance
charges and reduction of the lease obligation so as to
achieve a constant rate of interest on the remaining
balance of the liability. Finance charges are charged
directly to profit or loss, unless they are directly
attributable to qualifying assets, in which case they are
capitalised in accordance with the Group’s policy on
borrowing costs. Contingent rentals are recognised as
expenses in the periods in which they are incurred.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(s) Leases (Continued)

(t)

As lessee (Continued)

Operating lease payments are recognised as an expense
on a straight-line basis over the lease term, except
where another systematic basis is more representative
of the time pattern in which economic benefits from
the leased asset are consumed. Contingent rentals
arising under operating leases are recognised as an
expense in the period in which they are incurred.

In the event that lease incentives are received to enter
into operating leases, such incentives are recognised
as a liability. The aggregate benefit of incentives is
recognised as a reduction of rental expense on a
straight-line basis, except where another systematic
basis is more representative of the time pattern in which
economic benefits from the leased asset are consumed.

Leasehold land
Prepaid land lease payments under operating leases are

initially stated at cost and subsequently recognised on
the straight-line basis over the lease terms.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(u) Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable. Revenue is reduced
for estimated customer returns, rebates and other

similar allowances.

(i) Sales of newspapers, magazines and books are
recognised when newspapers, magazines and
books are delivered and title has passed.

(i) Advertising revenue is recognised on the relevant
publication date of the Group’s newspapers and

magazines.

(iii) Advertising revenue is also derived from the sales
of advertisements and sponsorships on the Group’s
website. Advertising revenue is recognised over the
period in which the advertisements are displayed,
provided that no significant obligation remains and
collection of the receivable is reasonably assured.

(iv) Interest income from bank deposits is accrued
on a timely basis, by reference to the principal
outstanding and at the effective interest rate

applicable.

(v) Services income is recognised when the services are

provided.
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4. SIGNIFICANT ACCOUNTING POLICIES 4, FTESFTEHE (8&)

(Continued)

(v) Barter transactions (v) USRS

When goods or services are exchanged or swapped for
dissimilar goods or services, the exchange is regarded
as a transaction which generates revenue and barter
revenue and expenses are recognised. Barter revenue
and expenses are measured at the fair value of the
goods or services received, adjusted by the amount
of any cash or cash equivalents transferred. When the
fair value of the goods or services received cannot be
measured reliably, barter revenue and expenses are
measured at the fair value of the goods or services
given up, adjusted by the amount of any cash or cash
equivalents transferred.

(w) Borrowing costs

All other borrowing costs are recognised in profit or loss
in the period in which they are incurred.
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4. SIGNIFICANT ACCOUNTING POLICIES

(Continued)
(x) Related parties

Two parties are considered to be related if one party
has the ability, directly or indirectly, to control the other
party or exercise significant influence over the other
party in making financial and operating decisions.
Parties are also considered to be related if they are
subject to common control or common significant
influence. Related parties may be individuals (being
members of key management personnel, significant
shareholders and/or their close family members) or
other entities and include entities which are under
the significant influence of related parties of the
Group where those parties are individuals, and post-
employment benefit plans which are for the benefit of
employees of the Group or of any entity that is a related
party of the Group.

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group's accounting policies, the
directors are required to make judgements, estimates and
assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources.
The estimates and associated assumptions are based on
historical experience and other factors that are considered to
be relevant. Actual results differ from these estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised
if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both
current and future periods.
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5. CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

The following are the critical judgements that the directors
have made in the process of applying the Group’s
accounting policies and that have the most significant effect
of the amounts recognised in the financial statements.

(a) Useful lives and residual values of property,
plant and equipment

The Group estimates the useful lives and residual
values of its property, plant and equipment based
on the period over which the assets are expected to
be available for use. The estimated useful lives and
residual values of the property, plant and equipment
are reviewed annually and updated if expectations
differ from previous estimates due to physical wear and
tear, technical or commercial obsolescence and legal
or other limits on the use of the assets. In addition,
the Group's estimation of the useful lives and residual
values of its property, plant and equipment is based on
its collective assessment of industry practice, internal
technical evaluation and experience with similar
assets. It is possible, however, that future results of
operations could be materially affected by changes in
those estimates brought about by changes in factors
mentioned above. The amounts and timing of recorded
expenses for any period would be affected by changes
in these factors and circumstances. A reduction in
the estimated useful lives and residual value of the
Group’s property, plant and equipment would increase
its recorded depreciation expenses and decrease its
non-current assets.
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5. BRETTHERMETTEE
REZzEEZRR (&)

5. CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

(b) W% BERRERESE

(b) Impairment loss for property, plant and

equipment

The impairment loss for property, plant and
equipment is recognised for the amount by which
the carrying amount exceeds its recoverable amount.
The recoverable amount of the assets, or, where
appropriate, the cash generating unit to which they
belong, is the higher of its fair value less costs to
sell and value in use. The recoverable amounts are
determined based on fair value less costs to sell which
are based on the best information available to reflect
the amount obtainable at the balance sheet date, from
the disposal of the asset in an arm’s length transaction
between knowledgeable and willing parties, after
deducting the costs of disposal.

For the estimation of value in use, the Group’s
management estimates future cash flows from the
cash-generating units and chooses a suitable discount
rate in order to calculate the present value of those cash
flows.
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5. CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

(9]

Impairment losses for bad and doubtful
accounts

The policy for impairment losses for bad and doubtful
debts of the Group is based on the evaluation of
collectibility and ageing analysis of accounts on
management’s judgement. A considerable amount
of judgement is required in assessing the ultimate
realisation of these receivables, including the current
creditworthiness and the past collection history of
each customer. If the financial conditions of customers
of the Group were to deteriorate, thus resulting in
an impairment of their ability to make payments,
additional allowances for impairment losses may be
required.

6. SEGMENT INFORMATION

(a)

(b)

Business segments

No separate analysis of financial information by
business segments is presented as the Group’s revenue,
results, assets and liabilities were all derived from
its principal activities of publication of newspapers,
magazines and books.

Geographical segments

All of the activities of the Group are based in Hong
Kong and all Group's turnover and loss before
taxation are derived from Hong Kong. Accordingly, no
geographical segment information is presented.

5. BRETHERMETTEE
REZEERR (&)

() RERBEFSRE

AEBBEBRERZBERS
BHRIRER B 2 Al e
TEEF 1l R BR e 9 AT A KRB
BEHEMERE - NEFHEZ%
FRWFIB 2 ZRERBNR
B ZBEELRAREEZH
B EREFGMEREPER
ZIEEBREBEZ WK
B AR EE P Z B
IR BRI F 2 S 5kEE
1 RIFE BB ERE R E LR
SN o

7 ERE R

(a) B 7o

HARAKB W %88
ErEEZIEHREHEEE
¥BHMRRE MBS
WIS BRI EIRE T D
B DT MES -

b 13 73 BP

REBREERHHYUERER
i MASEZEEXEN
RRAERTREEE -
e 3 2 DI BRE A o
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7. TURNOVER

Turnover, which is also revenue, represents the gross
proceeds received and receivable derived from the sales of
newspapers, magazines, books and advertising income and
are summarised as follows:

LR MR E - ThfeE W R R
WEMIHERE M REE XK
HARESWALRE  Z875) 0|
S

2009 2008
—EENF —EENF
HK$'000 HK$°'000
BT T BT T
Sale of newspapers, HEmE -

magazine and books MEREE 21,054 33,956

Newspapers and magazine WE R
advertising income BEE WA 10,436 14,602
31,490 48,558

Included in newspapers and magazine advertising income
is an amount of approximately HK$1,152,000 (2008:
HK$537,000) in respect of barter transactions entered into
during the year.
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OTHER REVENUE AND OTHER NET GAINS Hoft W 25 B Ho % Wk zR
2009 2008
—EEAF —ZEENF
HK$'000 HK$'000
BT T BT T
Other revenue: H b
Bank interest income RITHA B A - 4
Reversal of other payables 13 5] H A & < BRIE 1,068 -~
Reversal of impairment loss 0 8 5 W IE
on trade receivables BIEEE 574 -~
Sundry income MIBA 692 2,518
2,334 2,522
Other net gains: H b )F U s
Gain on disposal of property, HEME BER
plant and equipment 2 W - 547
Gain on adjustment of amortised IR AT AR R 15
cost of convertible note 18 58 BB 3E AR
upon extension 2 Was - 26,638
Reversal of provision for employee ROl 2 B 12 A B
benefits - 7,680
- 34,865
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9. FINANCE COSTS 9. BABAA
2009 2008
—EEAF —EENF
HK$'000 HK$°000
B F T BT T
Interest on bank borrowings wholly RAFAZEEEZ
repayable within five years RITIEEFE 1 14
Interest on other borrowings wholly RAFAZEEEZ
repayable within five years HMEERNE 12,696 11,022
Interest on other borrowings wholly RAFEREZHEEZ
repayable after five years HmEERNE 2,998 4,174
Effective interest expenses AR EERZ
on convertible note ERFERZ 9,579 11,201
Finance charges on obligations BMEHEERETNZ
under finance leases BmEEA = 2
25,274 26,413

SMI Publishing Group Limited Annual Report 2009




NOteS tO the FinanCiaI Statements For the year ended 31 March 2009

Ejg%ﬁ% Bﬂ-ﬁ BE—EENF=A=1—HIFE

10. LOSS BEFORE TAXATION

Loss before taxation is arrived at after charging/(crediting):

10. FRL A1 &5 18

BRERTER &R, (GFA)T
P RRGFH

2009 2008
—EZAF —ETNF
HK$000 HK$'000
BT T BT T
Auditors’ remuneration ZE AN & 800 900
Depreciation (Note 16(a)) & (fat16@a) 1,468 12,525
Amortisation of land lease premium HE T b E 5
(Note 16(b)) (K1aF16(b)) 2 3
(Reversal of)/provision for impairment & 5 B W FIB R (EE 8
loss on trade receivables 2 (Bm),/#%E
(Note 20(b)) (KtiF200)) (574) 850
Write-off of property, WE % - WE R E
plant and equipment - 2,094
Gain on disposal of property, HEME  BEREE
plant and equipment Z Wz - (547)
Impairment loss on property, M- BEREEZ
plant and equipment (Note 16(a)) BB E 1B
(Htit16(a)) 1,140 -
Employee benefit expenses EERAMAX
(including directors’ emoluments (BHREESEME
(Note 12)) (HteE12))
— salaries, wages and —He IE8R
other benefits H b8 x 26,909 28,439
— contributions to defined —TE SR FGRIK
contribution retirement scheme FTEIZ K
(Note 31) (HtaE31) 933 1,621
Minimum lease payments under RIBKEHELNZ
operating leases on =EBERK
— machinery — M 2s 418 299
— leasehold land and buildings —MHELMREF 5,134 7,114
— motor vehicles —)qE 202 216
Cost of inventories (including FEKA
write-down of inventories) (BEMBRTE)
(Note 19(b)) (HtiF19)) 1,074 7,313
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11. INCOME TAX

(@) Income tax charge/(credit) in the consolidated income

1. FT8H

REWRBERANZAEHRFAX

statement represents: /() BiE:
2009 2008
—EEhE —TENF
HK$'000 HK$°'000
BEFTT BB F T
Current tax: REZHIE
Hong Kong BB - 591
Under-provision in respect of BEFERETT:
prior years:
Hong Kong BB - 723
Deferred tax: EAETIA -
Current year (Note 23(a)) RNEE (Kat23@)) (1,580) (2,214)
(1,580) (900)

Provision for Hong Kong profits tax is calculated at
16.5% (2008: 17.5%) on the estimated assessable
profits for the year.
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11. INCOME TAX (Continued) 1. T8 (&)

(o) REEHBERRA EGFTE

(b) The taxation credit for the year can be reconciled to the

accounting loss as follows: BHERNT
2009 2008
—EEAF —EENF
HK$000 HK$°000
BT T JBE T T
Loss before taxation BR B Al B 18 (66,040) (51,565)
Taxation calculated at Hong Kong ?Eiffﬁﬂ/e %%16 5%
profits tax rate of ME(ZZETNF:
16.5% (2008: 17.5%) 17.5% )5t E 2 Hi1A (10,897) (9,024)
Tax effect of non-deductible AAHRAR 2
expenses mBERE 2,076 5,887
Tax effect of non-taxable A RBWAZ
income MIBTE - (6,011)
Tax effect of unused tax losses RIERZ AE A
not recognised BEzRIBZE 7,278 7,716
Tax effect of share of DEEEE R RIEE Y
results of associate MIBTE - 24
Tax effect of utilisation of unused B 1 F KR
tax losses not recognised RBABRBEEEZ
in prior years RENZ (37) (148)
Under-provision in respect of BAEFERE
prior years TR - 723
Others HAh - (67)
Taxation for the year NEE IR (1,580) (900)
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12. DIRECTORS’ EMOLUMENTS

Directors’ emoluments disclosed pursuant to section 161 of

the Hong Kong Companies Ordinance, is as follows:

BE-_ZEENF=A=1+-HLEFE

122.EEM<

EEMEREBEFEARIEMIZE161
fGRIZERNT -

Year ended 31 March 2009

Contributions
Salaries,  to defined
wages contribution
Directors’ and other  retirement
fees benefits scheme Total
E ERMR
IER RREHE
WS Hit @A 2R @t
HK$'000 HKS$'000 HKS$000 HKS$000
BEFT BEFT BEFT BEFT
Chairman £
Qin Hong*** N - - - -
Executive Directors HTES
Yu Wai Ying, Sammy RER 415 - - 415
Wang Fei*** R A - - - -
Wong Yue Kwan, Alan T 315 - - 315
Independent Non-Executive ~BYEHTES
Directors
Shi Bin Hai** B 30 - - 30
Yan Chun* EE* - - - -
Jiang Jin Sheng*** FHE - - - -
Kong Tze Wing L& 10 - - 10
Wong Ching Yip FiFEE - - - -
Hung Yat Ming A - - - -
770 - - 770
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12. DIRECTORS' EMOLUMENTS (Continued) 122.EEM< (&)

Year ended 31 March 2008

Contnbutlons

Salaries, to defined

wages  contribution

Directors’ and other retirement
fees benefits scheme Total

e ERMT

TER RIRErE
EFHE H fth 18 7 2R @t

HK$ 000 HK$000 HK$ 000 HK$ 000
BETT  BETT  BETT BRI

Chairman £
Qin Hong*** BRr** - - - -
Executive Directors HITES
Hao Bin**** TR * 30 - - 30
Wang Fei*** ki Rk - _ _ _

Independent Non-Executive ~BYEHTES

Directors

Shi Bin Hai** MEER 45 - - 45

Yan Chun* B - - - _

Jiang Jin Sheng*** FHEHx 28 - - 28

Kong Tze Wing LT 114 - - 114

217 - - 217

* retired on 25 April 2008 * _REFFENFNA =+ HHARF
** resigned on 13 August 2008 *x RZFBZENEF/\VH+=HEFE
**%  removed on 4 September 2009 *xx o RO FZ S F S PTAREES
****  resigned on 10 October 2007 kxR T BB FEF F A HEFF

—ETAFER EXHEREEFR2TE 9]
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12.

13.

DIRECTORS’ EMOLUMENTS (Continued)

During the year, no emolument or incentive payment was
paid to the directors as an inducement to join or upon
joining the Group or as compensation for loss of office.
There was no arrangement under which a director waived or
agreed to waive any remuneration during the years ended
31 March 2009 and 2008.

As at 31 March 2009, no share option (2008: nil) was held
by the directors under the Company’s share option scheme.
The details of the share options are disclosed in Note 30.

INDIVIDUALS WITH HIGHEST EMOLUMENTS

Of the five individuals with the highest emoluments in the
Group, one (2008: Nil) was a director of the Company
whose emolument is included in Note 12 above. The
emoluments of the remaining four (2008: five) highest paid
individuals were as follows:

12.EEE (&)

FR - AREEY B HEMBE K
REE TEFARSIMAREE
HIERER cfE - BE—TTNF
RZZBTZNF=R=+—HILF
B BEEENELREWELM
iz Bk

R-ZETNF=A=+—H &
EEEARBIREEENE T HA
BRE(CTZZENF 8) BK
12 FHIB I FE304K 55

13.BReH AL

AEBREAESHEALTPER
—ZARAEBER(ZTT/\F:
&) Rz # E X2
e H#pME (ZTSZN\F:AH)
REFALTZMEMT

2009 2008
—EEhE —EENF
HK$'000 HK$000
BT T BT T
Salaries, wages and other benefits e I8N

Hofth 13 A 1,873 2,397

Contributions to defined contribution  FZEMHFGERETEl 2
retirement scheme H 32 60
1,905 2,457
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13. INDIVIDUALS WITH HIGHEST EMOLUMENTS
(Continued)

Their emoluments were all within the HK$1,000,000 band.

There was no amount paid during the years ended 31
March 2009 and 2008 to the five highest paid individuals
as an inducement to join or upon joining the Group or as
compensation for loss of office.

14.

LOSS ATTRIBUTABLE TO EQUITY HOLDERS OF

THE COMPANY

The consolidated loss attributable to equity holders of the
Company includes a loss of approximately HK$21,821,000
(2008: HK$1,353,000) which has been dealt with in the
financial statements of the Company.

15. LOSS PER SHARE

(a)

(b)

Basic loss per share

The calculation of basic loss per share is based on
the loss attributable to ordinary equity holders of the
Company of HK$64,460,000 (2008: HK$50,665,000)
and the weighted average number of 991,685,971
(2008: 991,685,971) ordinary shares in issue during the
year.

Diluted loss per share

Diluted loss per share for the current and prior years
is the same as the basic loss per share as the potential
ordinary shares outstanding during both years had an
anti-dilutive effect on the basic loss per share for the
current and prior years.

13.

14.

15.

EEHAL (F)

E i 2 Z67 5 % 1,000,0007T

o

oF

BE_ZTZNFRZIZTETNF=
A=+T—HLEFE AEEWHES
NEMFREBETFZAE®RSHTAL
VARR 5| DR A 2N 62 [ ok VE B B 2 46

f&-

RARREFEARGEER

RARIRERAEARGEEEBE
BREERAR AT EREK N EE
2 E1B4)75#21,821,000T (=&
=\ : B %1,353,0007T) °

BREE
(a) BREXEE

ERERBEIUAERQGE
MR ERE AEGEES
¥64,460,0007C (ZZZ )\
& & #50,665,0007T ) & F
WNEZETEBRZ NEFY
A% £7991,685,971f% (= T ZF
J\EE £ 991,685,97 1% ) 515 o
(b) EREEEE
MR AFERTFERITZ
BELTBRERNFERESF
EzEBREANBEARERE
BYE WZMETE 2SR
HEBEHEAGRENESIEMR
[@ o
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16. PROPERTY, PLANT AND EQUIPMENT AND 16. WX BERRBREEL
LEASEHOLD LAND ih
(a) Property, plant and equipment () M¥E -BERKE
The Group b
Furniture,  Network and
Leasehold fixtures and computer Motor
Building  improvements Machinery equipment equipment vehicles Total
BENE i BER
¥ %6 #a RERRMA EMRE RE &zt
HK$ 000 HK$ 000 HK$ 000 HKS$ 000 HK$ 000 HK$ 000 HK$000

E¥TT E¥TT EETT EETT EETT BETFT A¥TT

Cost A&
At 1 April 2007 R-BELEME-A m 2,166 102,491 3017 10,675 125 118,585
Additions e - - - 85 124 - 209
Write off KK - - (23,808) - - - (23,808)
Disposals HE - - (3,868) - - (42) (3910)
At 31 March 2008 and
1 April 2008
2T \FNA-A M 2,166 74,815 3,102 10,799 83 91,076
Additions e - - - - 320 - 320
At 31 March 2009 RZZShE
ZA=t-H m 2,166 74,815 3,102 11,119 83 91,396
Accumulated depreciation  RiHTERAE
and impairment
At 1 April 2007 RZZ2Z+EMA-A 28 163 90,007 2,295 7,026 101 99,620
Charge for the year FEXH 6 326 10,384 237 1,559 13 12,525
Write off Hiss - - (21,714) - - - (21,714)
Written back on disposals HERER - - (3,866) - - (34) (3,900)
At 31 March 2008 and RZZENF
1 April 2008 ZA=t-Hk
“ET\fMA-A 34 489 74,811 2,532 8,585 80 86,531
Charge for the year FEXH 4 324 4 119 1,014 3 1,468
Impairment for the year TEERE - 540 - - 600 - 1,140
At 31 March 2009 RZZENF
=A=1+-8 38 1,353 74,815 2,651 10,199 83 89,139
Net carrying value REFE
At 31 March 2009 RZZENE
) I = 73 813 - 451 920 - 2,257
At 31 March 2008 RZEENE
ZA=1+-8 77 1,677 4 570 2,214 3 4,545
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16. PROPERTY, PLANT AND EQUIPMENT AND

16. WX BERREBREEL

LEASEHOLD LAND (Continued) i (#R)
(b) Leasehold land (b) HE +ith
The Group
rEE
2009 2008
—EENF —ETNFE
HK$'000 HK$000
BT T BT T
Leasehold land situated in LR BB WAR &
Hong Kong and held under TEHHEREZ
medium-term lease: ME T
Carrying amount at REF) 2 BREE
beginning of year 117 120
Recognised during the year FREER (2) (3)
Carrying amount at end of year ~ RFRZEREE 115 117

“EZEAFFHR EXHBRKERRLF

95



96

NOteS tO the FinanCiaI Statements For the year ended 31 March 2009

/E\j-i%ﬁ% MT.I-AEI BE_FENF=A=1—HIFE

17. INTERESTS IN SUBSIDIARIES

17. AT B D A=

The Company

VNN
2009 2008
—EEhE —EENF
HK$'000 HK$000
BT T BT T
Unlisted shares, at cost JE TR AR - 35,589
Less: Impairment loss R OREEE - (35,589)
Due from subsidiaries = NGIE ]
(Note b) (Htith) 687,168 870,100
Less: Allowance for doubtful debts JB - REREHE
(Note c) (Htitc) (687,168) (870,093)
- 7
Due to a subsidiary ANEINEENGIE S
(Note d) (Metd) - (2,058)
- (2,051)
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17. INTERESTS IN SUBSIDIARIES (Continued)

Notes:

(a)

The following list contains only the particulars of subsidiaries which

principally affected the results, assets or liabilities of the Group for the

year. The class of shares held is ordinary unless otherwise stated.

Name of company

Place/Country
of incorporation

and operation

Particulars
of issued and
paid-up capital

17. A BRI (&)

Wt

(a) TERABERAFEIEFELALKE
(B BEERABBZMBARFGB

B B

B

Percentage of
equity interests
attributable
to the Company

S RBEBIN FERODENEAE

Principal activities

AL R BRTR AR
DRER B ER BERAEFEE RERDL TEXHB
Direct Indirect
HiE k3
First Brilliant Limited British Virgin Islands Us$1 100 - Investment holding
("BVI")
First Brilliant Limited RERRES (E 100 - REER
Actiwater Resources Limited BVI Us$1 - 100 Investment holding
Actiwater Resources Limited RERLES (EH - 100 ®EZFRK
Fidelity Capital Resources Limited Hong Kong HK$1 100 - Provision of management
services
BWEERRRAF AR BT 100 - REEERRE
Komatic International Limited BVI Us$1 - 100 Investment holding
Komatic International Limited RERZEHS E - 100 HEER
Optima Media Holding Limited BVI Us$100 - 100 Investment holding
Optima Media Holding Limited KBRS 100% 7T - 100 HEER
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Notes: (Continued)

(Continued)

Name of company

17. INTERESTS IN SUBSIDIARIES (Continued)

Place/Country Particulars

of incorporation of issued and

and operation paid-up capital
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17. A BRI (&)

et

(a)

F (&)

(#)

Percentage of

equity interests
attributable
to the Company

Principal activities

AL R BRIK v YNG); 2
NEHB e ER HERAFHE REBDL TEER
Direct Indirect
HiE B 4

Sing Pao Newspaper Assets Limited Hong Kong HK$2 - 100  Holding of property,

plant and equipment
RBRTEERRAR N 27T - 100 #HEVE HELERE
Sing Pao Newspaper (BVI) Limited BVI us$1 - 100 Investment holding
Sing Pao Newspaper (BVI) Limited RBELES 17T - 100 H®EZEK
Sing Pao Newspaper Company Limited ~ Hong Kong HK$2 - 100 Newspaper publication
REBMTARAF N 27T - 100 HREE
Sing Pao Publishing Limited Hong Kong HK$2 - 100  Book publication
IR ARt B R A A N0 2T - 100 [HREHE
Sing Pao Newspaper Management Hong Kong HK$2 - 100  Provision of management

Limited services

KRmTIEEBRAA N 27T - 100 REEERE
Sing Pao Website Limited Hong Kong HK$1 100 - Website holding and

magazine publication
KRB AR 2 A N BT 100 - RBEMMRERER
Wah Fung Book Store Limited Hong Kong HK$796,000 - 100  Property holding
ZERERBRAA EE 7 #796,0007T - 100 HEVE
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17. INTERESTS IN SUBSIDIARIES (Continued)

Notes: (Continued)

(c)

17. A BRI (&)

Hrat: (&)

(b) The amounts due from subsidiaries are unsecured, interest-free and (b) EWIEARFREEER  EER
have no fixed terms of repayment. In the opinion of the directors, BEREETFEFRA-FERE AR
no demand for repayment will be made by the Company in the next ABERART+-ZEARNEE:
twelve months. Accordingly, the amounts are shown as non-current. It B ERIBASEREN S R o
Movements in the allowance for doubtful debts () RIEREEEDH

The Company
b NN
2009 2008
—EEhEF —EENF
HK$’000 HK$'000
BT B F T
At beginning of year REF ) 870,093 842,947
Impairment losses recognised BRI EEE 52,607 27,611
Uncollectible amounts written off 2l 8H 2 AT Bl 5RIE (235,532) (465)
At end of year RER 687,168 870,093
After considering the profitability, financial positions, cash flows and KERZEMBAR ZABFIRES B
future prospects of these subsidiaries, the directors considered that B RERERKARAIE ES
it was appropriate to make impairment on amounts due from the RAPFEUHT A R I FTE 2R E
subsidiaries. The recoverable amount of the investment in subsidiaries TR ER B RK B ARz ] E
based upon which impairment loss is arrived at is its value in use and FIETDRBESRAEBEMGZRES
is determined using discounted cash flows. The discount rate used BUWFRMRESREET - A
is 34.77% (2008: 34.77% per annum), which is determined with ZEIRERA3477% (BT NE: F
reference to the borrowing rates of the Group as at the balance sheet F34.77% )  D2EREENEER
date. 2 EEREMEE -
The amount due to a subsidiary was unsecured, interest-free and (d)

(d)

repayable on demand.

FEA — RPN B A R FOR T T - B
Bl RiREREE

o
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18. INTEREST IN AN ASSOCIATE 18. REt&E AR =
The Group
REH
2009 2008
—EEhE —EENF
HK$'000 HK$000
BT T BT T
Share of net assets iR EEFE = -
Particulars of the Group’s associate, which is an unlisted RZEZNF=ZA=+—08 &%

corporate entity, as at 31 March 2009 are as follows: itz m (RIFLTATEE)
ZEHBWMT:
Form of Country of Interest held
business incorporation indirectly by
Name of company  structure and operation Paid up capital  the Company  Principal activity
NG|
RAER ERRBEL AR REERR BRRE  BAER IERE
ERPEEEFHL  Sino-foreign-owned The People’s Republic RMB5,000,000 25%  Provision of networking
ERRMIMERAR  equity joint venture of China (the “PRC") and information
services in the PRC
ERPERGBE  PHRELE PEARENE AR 5,000,0007T 5% ReEREBER
EERMBRAR (ThE]) &R
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18. INTEREST IN AN ASSOCIATE (Continued) 18. REF&E N AR (|)

REBR SRR 2 BEERBS

The summarised financial information in respect of the

Group’s associate is set out below:

mF

2009 2008

—EEhE —EENF

HK$000 HK$'000

BT T BT T

Total assets BEME 4,953 1,312
Total liabilities BEEHE (5,189) (3,660)
Equity = (236) (2,348)
Turnover X 447 1,721
Loss for the year REEBE (610) (2,899)

The Group has discontinued recognition of its share of

losses of the associate as at 31 March 2009. The amounts

of unrecognised share of the associate, extracted from the
relevant management accounts of the associate, both for

the year and cumulatively are as follows:

$’$IEWJJ:E€MAT1£§Z ey
RAR-_FTTNF=ZA=1+—H
ZEHR o REEREIGZE 2 R AR
AERRRF 28 (FHiE %
LB ZHBEERB)MT

2009 2008
—EEAF —TENF
HK$'000 HK$°000
B F T BT T

Unrecognised share of losses of NFEAREREM
the associate for the year & NREE 153 587

Accumulated unrecognised share of RETRERENS

losses of the associate BE N RIESE 740 587
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19. INVENTORIES

(@) Inventories in the consolidated balance sheet comprise:

BRI 2 F

(@) NEREEES
BEEE:
The Group
AEE
2009 2008
—EEAF —EENF
HK$'000 HK$ 000
BT T BT T
Raw materials JR A K - 396
(b) The analysis of the amount of inventories recognised as (b) BRAERIZHFELEDIT
an expense is as follows: N
The Group
AEE
2009 2008
—EEAF —EENF
HK$'000 HK$'000
BT T JEMEF T
Carrying amount of ERFEZEREE
inventories used 777 6,990
Write down of inventories WREFE 297 323
1,074 7,313
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20. TRADE AND OTHER RECEIVABLES 20 EZ R HMEKRE
The Group
AEE
2009 2008
—EENE —EENF
Notes HK$’000 HK$'000
ok BT T BT T
Trade receivables g 5 W kIE 4,232 7,770
Less: allowance for i RIBERTE
doubtful debts (2,437) 4,111)
(a) 1,795 3,659
Other receivables H b e W kIR 349 122
Deposits and prepayments e RIBHKIA 5,696 2,011
Amount due from fEUL — Rl B8 3 A A)
a related company RIE (b) - 7
7,840 5,799
Notes: Biat -

(a) Aging analysis

Included in trade and other receivables are trade receivables,
net of allowance for doubtful debts of HK$2,437,000 (2008:
HK$4,111,000), with the following aging analysis at the balance

(a) FREDAHT

Z 5 MEAERFIESED R RE
BR 58 152,437,000 (2 F N\
4,111,000 ) 2 E 5 WK

sheet date: BH-HERBEERZRESITOT
The Group
rEH

2009 2008
—EBEhF —EENF
HK$’000 HK$'000
BT T BT T
0-30 days Z£30A 1,592 3,180
31-90 days 31HZE90H 203 333
Over 90 days 90R A - 146
1,795 3,659
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20. TRADE AND OTHER RECEIVABLES (Continued)

(b) Impairment of trade receivables

Impairment losses in respect of trade receivables are recorded using
an allowance account unless the Group is satisfied that the recovery
of the amount is remote, in which case the impairment loss is written

off against trade receivables directly.

The movements in the allowance for doubtful debts during the year,

including both specific and collective loss components, are as follows:

20. EZ R H AL W FRIR (&)

(b)

EZRWRERE

B 5 R IA Z RIER B TR B
RARR EMASERBKEZERE
Z AT RE MR RIBR SN - REZ BT -

BB RS B EE 5 R IE

8 °

RAFE REREBEZ228 (25
BN AREERAD)MT

The Group
rEH
2009 2008
—EZhE ZETNF
HK$’000 HK$°000
BETFT BB T
At beginning of year REF ) 4,111 3,261
(Reversal of)/provision for RERBEZ (BERER),/

impairment losses (note /) & (W) (574) 850
Uncollectible amounts written off Bl 85 2 A~ o] W Bl 3R (1,100) -
At end of year RE R 2,437 4,111

Note: B it -

(i) As at 31 March 2009, trade receivables of the Group of
approximately HK$2,437,000 (2008: HK$4,111,000) were
individually determined to be impaired and full provision
had been made. These individually impaired receivables were
outstanding for over 150 days as at the balance sheet date
and related to customers that were in financial difficulties and
management assessed that only a portion of the receivables
could be recovered.

Trade receivables are due within 30 to 60 days from the date of
billing.

SMI Publishing Group Limited Annual Report 2009
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RZZEZAF=ZAZ=Z+—
H AEEBEBHNEBE
2,437,000 (=T )\ F &
#4,111,00070) 2 B 5 & WK
HEERIEE ARENREED
2 EEE - ZSEBREE K
FIENEE R B @A 1508
B WERHRHERE R
FER mEREST 28—
EB4n FE UL R IE AT YR [l o
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20. TRADE AND OTHER RECEIVABLES (Continued)

(c)

(d)

Trade receivables that are not impaired

The ageing analysis of trade debtors that are neither individually nor

collectively considered to be impaired are as follows:

20. BEZ R EMEWRIR ()
(© LHAEZEDERIE

WEER AR FERETREZE
MR Z SR AT I T

The Group
rEH

2009 2008
—EThEF ZZET)N\F
HK$’000 HK$'000
BT BB T
Neither past due nor impaired R H B KRR E 1,592 3,180
Less than 1 month past due wE DR — @A 203 267
1 to 3 months past due mEB—==1@A = 212
203 479
1,795 3,659

Receivables that were neither past due nor impaired relate to a wide

range of customers for whom there was no recent history of default.

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

The amount represented the balance due from Star East
Management Limited (“Star East Management”).

Mr. Wang Fei was a common director of the Company and Star
East Management. The balance due from the related company was
unsecured, interest-free and had no fixed terms of repayment. The
maximum amount due from this related company during the year
was HK$7,000. The directorship of Mr. Wang Fei was removed on 4
September 2009.

REHERBE 2 BRFIRT 8%
WEA R A2 TP AR -

EEHMERIRE 2 FE R IR #1247
AEBRFRFFECHE2BILEP
B -RREALER BREEER
WmEXEE)  ARFERNRER
AL wEREREEARE
PSR F LR ERE - AR E L ER
SEERTEEMERS -

ey

d ZREEEWKRStar East
Management Limited ([ Star East
Management |) 718 Z & &k

FRE AT AR QA RStar East
Management,Z £ [F & % - fE YL &
REIREZEHTEET BBR
BREREERB RAFE B
ZAE AT 2 RIEHE /ET,000
T EREEZEFRBER_ZTTN
FRANBAWER-
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21. CASH AND CASH EQUIVALENTS

1. BERBELEEEAE

The Group The Company

PN | AAT
2009 2008 2009 2008
ZEEhE —TT)N\F ZEBhE —TIT)\F
HKS$'000 HK$000 HKS$000 HK$000
BEFT JBMTT BEF BEF T
Cash at bank BITEFRS 204 529 - -
Cash on hand FERS 31 36 15 16
235 565 15 16

22. TRADE AND OTHER PAYABLES 2. E5RHEMENSRIE

The Group The Company

N b NN
2009 2008 2009 2008
ZEZhE —TT)N\F ZCZEThE —TT)\F
HKS$'000 HK$'000 HKS$'000 HK$'000
BYTT BT T BEFT BT T
Trade payables (Note (a)) BHENTIE (M) 10,878 10,453 - -
Other payables Hith 3R 15,891 25,397 4,025 3,641

Amount due to a shareholder BN —&REFIE

(Note (b)) (Hitm) - 4,663 - 1,745
26,769 40,513 4,025 5,386
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22. TRADE AND OTHER PAYABLES (Continued)

22. B REMEMAFIER (K)

(a) The following is the ageing analysis of trade payables at (@) NEER BHENFKIEZE

the balance sheet date: BT

The Group
rEE

2009 2008
—EBRE  —TTNF
HK$'000 HK$°'000
BEFT BT T
0-30 days T%30A 5,151 2,032
31-90 days 31HZ90H 201 1,380
Over 90 days 90H A I 5,526 7,041
10,878 10,453

The average credit period in respect of the Group’s
trade payables is 30 to 60 days (2008: 30 to 60 days).

(b) The amount was unsecured, interest-free and repayable

AEBZESRERNREZF
HiEEH A308 2608 (=
ZTN\F:308F60H) -

(b) ZEBAEER RELRE

on demand. SKIEE -
23. CURRENT AND DEFERRED TAX IN THE . REGEEEEBRMIZE
CONSOLIDATED BALANCE SHEET B &2 IR ZE B 1E
(a) Current taxation (a) BPEARIE
The Group The Company
X%E VN
2009 2008 2009 2008
ZZEEhE —TT)\F ZCZEBhE —TIT)\F
HK$'000 HK$ 000 HKS$000 HK$000
BETFT EEF T BEFT BT T
Provision for the year KEERE
—Hong Kong profits tax ~ —&/EFI5H - 591 - -
Provision for prior years ~ BAFEEE
—Hong Kong profits tax ~ —&/BFI5H 12,274 11,683 184 184
12,274 12,274 184 184
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23. CURRENT AND DEFERRED TAX IN THE
CONSOLIDATED BALANCE SHEET (Continued)

(b) Deferred tax
The components of deferred tax assets and liabilities

recognised in the balance sheet and the movements
during the current and prior years are as follows:

23. RGREERERMYZH
HARIEERE (])

(b)

IEFE B IR

EEAEABRNERZE
EHEEEREEZ AR
BARAFERBEFER
mT

The Group b4
Allowance
Accelerated  for bad and
tax doubtful Tax  Convertible
depreciation debts losses note Total
mE REE CIE:
RBIE ks HBER REE @it
HKS000 HKS000 HKS 000 HKS 000 HK$ 000
EETT  EETT EEFr EETT BRI
At 1 April 2007 RZETtEMA-H 3,209 (571) (569) 145 2,214
Charge to equity for the year TEENRERER - - - 3,928 3,928
(Credit)/charge to consolidated income ~ REFE (EHE) /MK B
statement for the year (Vote /1()) GARUER (W) (3,209) 571 569 (145) (2,214)
At 31 March 2008 and 1 April 2008 ~ R=ZZEN\E=ZA=+—EBR
“TE\EmA-H - - - 3,928 3,928
Credit to consolidated income AERERERANER
statement for the year (Vote 11(a)) (Hi11a) - - - (1,580) (1,580)
At 31 March 2009 RZEENE=ZA=1-H - - - 2,348 2,348
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23. CURRENT AND DEFERRED TAX IN THE
CONSOLIDATED BALANCE SHEET (Continued)

(b) Deferred tax (Continued)

(o)

23. RGREERERMTZH
HARIEERE (])

(b) EEH IR (&)

The Company KAF
Convertible
note
CIE: Y. ¢% 1
HK$°000
BT T
At 1 April 2007 N\ ZZETLFHMA—H 145
Charge to equity for the year Kﬁf?mﬁfi% i 3,928
Credit to income statement for the year ARG EEEF IR (145)
At 31 March 2008 and 1 April 2008 RZZEZENF=A=1+—8BK
—“EENFNMA—H 3,928
Credit to income statement for the year — ZAN4F 881 I 25 K (1,580)
At 31 March 2009 RZZEZNF=A=+—H 2,348

Deferred tax assets not recognised

() RERIELEBREE

At the balance sheet date, the Group and the
Company had unused tax losses of approximately
HK$863,585,000 (2008: HK$819,250,000) and
HK$2,682,000 (2008: HK$2,682,000) available for
offset against future profits that may be carried forward
indefinitely, respectively. No deferred tax assets have
been recognised in respect of such losses due to the
unpredictability of future profit streams. There is no
other significant unrecognised deferred tax as at 31
March 2008 and 2009.

REER  XEBRARFHR
REABBEBD R RLE
#863,585,0007T (ZZEZEN
¢ . 5 #819,250,0007T ) &

52,682,000 (ZEZEN
¢ . 75 #52,682,0007T) A A
DA S5 R 25 )+ 32 AT DA R
HA D 4588 o (A R BETE AR 25
MES WMARZEUBE
BERRAEEHEEE R
ZENFR_ZFENF=A
=+—H SEEMEARE
RIEERLIE o
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(i)  The amount represents loans granted by Strategic Media, a

shareholder of the Company. The amount is unsecured, interest-

free and repayable on demand. As at the balance sheet date,
the balance was in dispute with the shareholder (Note 24(b)).

SMI Publishing Group Limited Annual Report 2009
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24. BORROWINGS 24. B &
(a) Borrowings (a) BE
The Group The Company
bS] ¥ NG|
2009 2008 2009 2008
“ETHhE —TT)\& ZEBEThE —TTN\F
HK$'000 HK$'000 HKS$'000 HK$'000
BEFT EEFT BEFT BB T
Loans from a shareholder, B— &R EEFE
unsecured (Note (})) (Bata) 909 103,164 909 103,164
Loans from related BRELRZERFER
companies, unsecured (Hata)
(Note (ii)) 7,464 7,186 6,047 5,821
Loans from third parties ~ BE=HZEH
(Note (iii)) (B2 (i) 289,257 118,050 239,694 67,874
297,630 228,400 246,650 176,859
Analysed as: LR
Current e 60,218 42,455 50,925 31,045
Non-current ¥R 237,412 185,945 195,725 145,814
297,630 228,400 246,650 176,859
Notes: Mt

ZFIBIEANA R) 2 IR Strategic
Medial® T 2 BER & RE R
MW BEBR B RIEERKE
B-REER ARARREH
HEHEZIRRE S D (Mt

24(b)) »
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24. BORROWINGS (Continued)

(a) Borrowings (Continued)

Notes: (Continued)

(ii)

(iii)

The amounts represent the loans granted by companies owned
by Strategic Media. The amounts are unsecured, bearing interest
at Hong Kong prime interest rate per annum and are repayable
on the expiry of 30 calendar months after the year end of the
first profitable financial year of the Company since 24 January
2003 but no later than the twentieth anniversary of 24 January
2003. The loans were classified under non-current liabilities as
at 31 March 2008 and 31 March 2009. As at the balance sheet
date, the balance was in dispute with the related companies.
(Note 24(b)).

On 23 April 2008, the Company, Strategic Media and Billion
Wealth Group Limited (”Billion Wealth”), an independent
third party, entered into a loan agreement to provide to the
Company by Billion Wealth a loan facility of not exceeding
HK$60,000,000. As at the balance sheet date, the Group
utilised the loan facility to the amount of HK$45,250,000
granted by Billion Wealth. The loan was interest-free and
repayable on the expiry of 24 months from the date on which
the loan is made or any other later date as may be mutually
agreed in writing by the Company and Billion Wealth.

24. 58 (&)

(a) & (%)

ma: (&)

(ii)

(iii)

#% 3K JA 5 Strategic Medialk &
ZRABTZER -ZHER
EIER RBTREBRFNE
ATENABRARARIZTE=F
— A=+ A 8 e AR B B
FEFHEIERAEmEE
B HNREBREA-TT=
F-AZt+MBRF=THEF
ER-ZEZR-_ZTTNEF=
A=+—BER-_ZETHhF=ZA
=t—BoBEARFRBAEE-
REER AAREBEH
HEEMEAREEUD (W
i#24(b)) °

RZETZNFHAZ+=
H 72 & - Strategic Media
M — %% % = FBillion
Wealth Group Limited ( [Billion
Wealth | ) 5] S —THE K %
FiBillion Wealth[A 4 2 A2 i
— 5% Nt i 75 160,000,0007T
ZEFBE -NEER  AEH
2 A Billion Wealth#% T2 &
A& B 45,250,0007T ° 5%
BERARBENERERETE
H R ET241E A [Em i g AR A
7] BdBillion WealthAJfEHEE &
E 17 5E < A Kb g B B (E

= o
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24. BORROWINGS (Continued)

(a) Borrowings (Continued)

Notes. (Continued)
(iii)  (Continued)

The loan facility granted by Billion Wealth is pledged by assets
of Strategic Media as follows:

- the 261,473,945 ordinary shares of the Company held by
Strategic Media;

- the assignment by Strategic Media to Billion Wealth of all
of the rights, title and benefits in the shareholder’s loan of
HK$91,190,000 due to Strategic Media by the Company;
and

- the assignment by Strategic Media to Billion Wealth of
all of the rights, title and benefits in the convertible note
issued by the Company to Strategic Media.

Included in the balance as at 31 March 2009 was the
shareholder’'s loan of HK$112,060,000 originally due to
Strategic Media by the Company which has been assigned
to Billion Wealth since 23 April 2008. The loan is unsecured,
interest bearing at Hong Kong prime rate plus 1% per annum
and is not repayable within one year.
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24. 188 (&)

(a) & (%8)

ma: (&)

Billion Wealth#% ¥ 2 ERBE
i Strategic Media %1 & B &
E VR 4R

—  Strategic Mediaff& AR
7]2261,473,9450% & i@
A%

—  Strategic Media@Billion
Wealth## &% AN X 7] J& {
Strategic Mediaz J8HR &
FE%91,190,00070 2 —
PIRER - P A R A
K

—  Strategic Medial@Billion
Wealth® &% X 2 & [
Strategic Media 17 A #2
REH 2 —VIER A
R R A5 e

RZZTZEAF=A=+—8H
ZHEBBELRDEREN
Strategic MediaZ i% R E 58
#112,060,000T B =T ZTN
FHA-+=BRZEERD
#8:% FBillion Wealth < 5% B3
BEER RETHREIFR
ZIMEFE BBER—FR
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24. BORROWINGS (Continued)

(a) Borrowings (Continued)

Notes. (Continued)

(iii)

(Continued)

The amount also comprises the loans of HK$72,638,000 (2008:
HK$69,925,000) granted by the former shareholders and their
subsidiaries, which are unsecured, bear interest at Hong Kong
prime interest rate per annum and are repayable on the expiry
of 30 calendar months after the year end of the first profitable
financial year of the Company since 24 January 2003 but no
later than the twentieth anniversary of 24 January 2003.

In prior year, the Group had other loan amounted to
HK$14,928,000 which bore a fixed interest of HK$2,500,000
and were secured by pledge of certain assets of a shareholder.
The loan was fully repaid during the year ended 31 March
20009.

The remaining amounts of HK$59,309,000 (2008:
HK$33,197,000) are unsecured, interest-free and repayable
within one year from the balance sheet date or on demand
except for amounts of HK$35,353,000 (2008: HK$5,395,000)
which bear interest at the rates ranging from 1% to 3% per
month (2008: ranging from 1% to 3% per month).

As at the balance sheet date, certain of the above Group's and
Company's balances of HK$69,625,000 and HK$32,126,000,
respectively were in dispute with the respective third parties.
(Note 24(b)).

24. 58 (&)

(a) & (%)

ma: (&)

(iii)

(#8)

ZRBENREIRERES
ZHBRARABEFZERER
72,638,000 (ZZET N\ F:
7 169,925,0007T )
BEER RETREZFR
KB REH-_ZET=F—A
— 1 B AR B E R B
B E F 4 12301E A 8w s
B HNRBREA-ZEZT
—F—A-tWMARF=1TB
FEB-

"R R E

RBEFEE AE@EESEM
B EBH14,928,0007T 0 %
B A % %2,500,0007T 2 [E
EMBWA—BRRZETE
ERF ZEREREBEE-Z
TAFEZA=ZT—RHIEFES
HEE-

7 #59,309,0007T (ZEZE N
7 #533,197,0007T ) 2 Fl#4
FEAEEF BERENA
REZRARB—FRNIRERE
i& - BR/B%435,353,000T (=&
T )\ 4F B #5,395,0007T) %
BANERIEFHE(ZZEEAN
FHRIERE3E) -

REER AXEBRAR
At EME TE B DA A
769,625,000 N i
32,126,000t HE B2 H =
FEEAMD (M iF240))
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24. BORROWINGS (Continued)

(b) Borrowings under dispute

Included in the borrowings as at the balance sheet
date were loan balances under dispute by the Group
with various parties. The directors are of the opinion
that several transactions with the counterparties did
not have formal agreements nor were there evidence
of such arrangements. Further, even when there were
formal agreements, the services to be provided by those
counterparties under those arrangements were never
provided. The Company has instructed a legal advisor to
handle the legal aspect of the dispute.

An analysis of the borrowings under dispute is as
follows:

NOteS tO the FinanCiaI Statements For the year ended 31 March 2009

/E\j-i%ﬁ% MT.I-AEI BE_EENF=A=1—HIFE

24. 188 (&)

(b) EXMBD2EE

REEAZEERBREASHE
% T EE A 2 B AERR
EXRR EXHYTETZ
ZIER 5 W HER] L &
MEFEBEEHEBEL It
Sh- BMERT B EXN i 5%
RHETREBEZF R EIE
W2 R IMAB R - AR 7]
EEREEBEREIER @AY
MEREH-

EEMmZBE 2T

The Group The Company

KEE b NN
2009 2009
—EEhE —EThEF
HK$'000 HK$'000
BT T EBETF T
Loans from a shareholder, BH—AREZ
unsecured EIKWEK 909 909
Loans from related companies, BRENAIZ
unsecured EIKWER 7.464 6,047
Loans from third parties, BE=HZ
unsecured EIKWER 69,625 32,126
77,998 39,082
Analysed as: PR iv=E
Current mE 15,349 7,425
Non-current JERED 62,649 31,657
77,998 39,082
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25. CONVERTIBLE NOTE 25. TR EE

Pursuant to a subscription agreement dated 3 February
2005, a convertible note (“the Note”) was issued to
Strategic Media, a substantial shareholder of the Company,
on 30 April 2005 which expired on 29 April 2007. Holder
of the Note has the right at any time to convert all or part
of the Note into shares of the Company at the conversion
price of HK$0.05 per share, subject to adjustment. The
coupon interest rate on the Note is 1.5% per annum on
the principal amount. Interest is payable by the Company
once every six months in arrears so as to produce a constant
periodic rate of charge for each accounting period.

The Company has the right at any time upon not less
than fourteen days' notice in writing to the Note holder to
redeem all or part of the outstanding principal amount of
this Note.

On 13 May 2005, pursuant to condition 11 of the Note,
the Company is considered to be in default due to two
reasons: (i) trading of the Company's shares on the GEM
was suspended for a continuous period of more than ten
business days on each of which the GEM is generally open
for trading; and (ii) the Company failed to pay the Note-
holder interest accrued. The Note-holder has however
agreed to waive all its rights to give notice demanding
immediate repayment of the principal amount of the Note,
interest accrued pursuant to condition 11(a)(2) of the Note
regarding the continuous suspension of trading in the shares
on the GEM and condition 11(f) of the Note regarding the
Company'’s failure to pay the Note-holder interest accrued
and interest payable between the date of issue of the Note
and the maturity date under condition 3.1 of the Note.

BER-_ZETERF-_A=HF]
URERE TRRER (R
BIR-_ZTRAFNA=+HBE
17 T AN A Rl 2 £ E R R Strategic
Media - R =TTt F WA
“thBER BRERFEAEAGERE
B A 5 A% AR 17 78 #60.057T 2 A%
B (A THAE)BE2BAINER
BRMAARNRRND RECEE
M B BERNSEAFFEISEL
Ho-FBERARNREANEASZN—
K AEESESTHERN EE
BEZTEHER-

ARBEBRRAZERFEAEL
EEAMATIRTIOAE  FERE
EIRBEE A AN REENSHE -

R-ZZERFRA+T=B RER
BZIRHEE1R RARIRERE
%) RRAAE = (VAR RIBD &R
TEEXEA (BIERNAAEZEFR
H—RIGIETEE) A LEER
BIXRESR : RINARRARZNRE
BRA ARERE - AW - RigH
BEACRAENBEEZHABMENX
VEAMEERBASRE BREZEZ
iR 1F S 11(a) )% B B D FE Al
REBEEFEEERN ZBFFE
ERBEER Z G E1NORE R
NAREXNEBEREARELZ
fRIFE3MEA N 2 RIFETTHH
EfEim BBz RN E RN
BMANN Z BFFB 2 20
Ak

“EZEAFFHR EXHBRKERRLF

115



116

25. CONVERTIBLE NOTE (Continued)

The fair value of the Note at 30 April 2005, the date of
issue of the Note, and 13 May 2005 approximated to the
corresponding carrying amount in accordance with valuation
reports prepared by a firm of independently qualified
valuers.

On 19 November 2007, the Note-holder exercised its
discretion to extend the maturity date of the Note from 29
April 2007 to 31 March 2009. Further on 31 March 2008,
the Noteholder further extended the maturity date of the
Note to 31 March 2010. The Note has not been converted
during the years ended 31 March 2009 and 2008.

As further detailed in Note 24(a)(iii), all of the rights, title
and benefits in the Note issued by the Company was
assigned to Billion Wealth during the year.
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25. IR RE (&)
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25. CONVERTIBLE NOTE (Continued)

The movements of the liability component of the Note for
the year are as follows:

25. IR RE (&)

ZERAEMOIREAIFEZEHN
T

The Group and Company

AEBRAADF
2009 2008
—EThE  —TET)\F
HK$'000 HK$'000
BT T BB F T
Liability component RE 2 BEEH
at beginning of year 27,552 49,005
Interest charge (Note 9) FERZ (KiE9) 9,579 11,201
Gain on adjustment of amortised cost % A] # fi% Z %
of convertible note A A 2 e - (32,654)
Liability component at end of year RERZBEEH 37,131 27,552
Analysed for reporting purposes as: ERmA®R 2
PR I=E
Current liability mEAE 37,131 -
Non-current liability ERBEE - 27,552
37,131 27,552

Interest expense on the Note is calculated using the effective
interest method by applying the effective interest rate of
19.64% per annum from the issue date to 13 May 2005,
28.50% per annum from 14 May 2005 to 29 April 2007,
28.05% per annum from 30 April 2007 to 31 March 2008
and 34.77% per annum from 1 April 2008 to 31 March
2009 for the liability component.

EERETERHE_TTHFR
A+t=RAZFERIRAERF
KERBEBRFENE19.64%5 &
M-_ZEZERAFAAFTNAE_ZT
Z+FENMA-+NHEH RZEZL
FNMA=Z+HE-_ZTZTN\F=A
_+ AR—ZTEZENFMNH—H

—ETAF=-ZA=Z+—HAE
5 2 7 BRI B A BB E A
28.50% ~ 28.05% N 34.77 %5t
%o
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26. SHARE CAPITAL 26. R A<
2009 2008
—BEAF ZTTN\F
Number of Number of
shares Amount shares Amount
KRG A £ L ! i
‘000 HKS$'000 000 HK$ 000
TR BETT TR BETT
Authorised: EE
Ordinary shares of FREBEE0.05T2
HK$0.05 each L@k 4,000,000 200,000 4,000,000 200,000
Ordinary shares, issued and ERTRBREER:
fully paid:
At 1 April 2007, 31 March 2008 ~ H=ZZE+FMA—A"
and 31 March 2009 “FEN\E=A=1—H
R-ZEAF=A=1-H 991,686 49,584 991,686 49,584
The holders of ordinary shares are entitled to receive TRRFEE AR REWERT R TR
dividends as declared from time to time and are entitled to ZIRE WEBERRTIZKRE L
one vote per share at meetings of the Company. All ordinary HERBOEE —RREE-FIE
shares rank equally with regard to the Company’s residual TR AR ZRBREEMS
assets. BHEBRFH-
Subsequent to the balance sheet date, 280,000,000 74 & H 1% » 280,000,0008% & i@
ordinary shares were issued as a result of partial conversion BREREFE A ER AR
of convertible note by note-holders (Note 35(b)). EEm T BT (B AE350b)) ©
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27. RESERVES 27. #E

(a) The Group (a) =&MW

The amounts of the Group's reserves and the REBRAFERBATFERE

movements therein for the current and prior years are ZIAEcEREZHBERE
presented in the consolidated statement of changes in JIRNRE R EE R -
equity.

(b) The Company (b) A7

Attributable to equity holders of the Company

ARERERE ARL
Convertible
Share  noteequity Shareholders’ Distributable  Contributed  Accumulated
premium reserve  contributions reserve surplus losses Total
TRREE B
RAEE BERE KR4 PREE SRR 2EEE i
HKS'000 HKS000 HKS000 HKS000 HK$000 HK$ 000 HKS'000
BT BT BETT T BETT BETT BT
At 1 April 2007 RZFTLFMA-A 127,764 16,432 49,087 231,340 5,589 (669,329) (239,117)
Adjustment of amortised cost T AR ZEEERH A
of convertible note e - 6,016 - - - - 6,016
Recognition of TRREE 2R
equity component of BHER
convertible note - (3928) - - - - (3929)
Loss for the year FEEE - - - - - (28,499) (28,499)
At 31 March 2008 and RZEENE
1 April 2008 ZA=+-BEk
ZTT/\EMA-A 127,764 18,520 49,087 231,340 5,589 (697,828) (265,528)
Deconsolidation of a subsidiary —ff B2 F#& 1
Falk - - - - (5,589) 5,589 -
Loss for the year FEEE - - - - - (74,379) (74,379)
At 31 March 2009 RZEZENF
=ZF=1-H 127,764 18,520 49,087 231,340 - (766,618) (339,907)
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27. RESERVES (Continued)

(c) Nature and purpose of reserves

()

(ii)

(iii)

Share premium

The application of the share premium account is
governed by the Companies Acts of the Cayman
Islands.

Under the Companies Acts of the Cayman Islands,
the funds in the share premium account of the
Company are distributable to the shareholders of
the Company provided that immediately following
the date on which the dividend is proposed to be
distributed, the Company will be in a position to
pay off its debts as they fall due in the ordinary
course of business.

Convertible note equity reserve

The convertible note equity reserve of the Group
represents the value of the unexercised equity
component of convertible notes issued by the
Company recognised in accordance with the
accounting policy adopted for convertible note in
Note 4.

Shareholders’ contribution

Shareholders’ contribution represents the waiver of

loans from equity holders during the year ended 31
March 2003.
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27. RESERVES (Continued)

(c) Nature and purpose of reserves (Continued)

(iv)

(v)

(vi)

Merger reserve

Merger reserve of the Group represents the
difference between the share capital and share
premium of the subsidiaries acquired pursuant to
the Group reorganisation set out in the prospectus
of the Company dated 23 May 2000 (the “Group
Reorganisation”), over the nominal value of the
Company'’s shares issued in exchange therefor.

Exchange reserve

The exchange reserve comprises all foreign
exchange differences arising from the translation
of the financial statements of foreign operations.
The reserve is dealt with accordance with the
accounting policy set out in Note 4.

Distributable reserve

Distributable reserve represents the surplus arising
from cancellation of paid-up capital upon the
reduction of the nominal value of every issued
share from HK$0.1000 to HK$0.0025 during the
year ended 31 March 2003.

(vii) Contributed surplus

The contributed surplus of the Company represents
the difference between the book value of the
underlying net assets of the subsidiaries acquired
by the Company under the Group Reorganisation
and the nominal amount of the Company’s shares
issued for the acquisition.

27. @ (48)

() RBEMHERARE (&)

(iv)

(v)

(vi)

BOH#E

AEEBzAHREER
BARRNR_-_ZTZTEF
FAZ+=BHEZE
BERHI cEEEMA
(IE=BEA]) P BN
B A2 B R B D s
BRI BETARS 2
AR EERZ =
B

BE 5%t

ERREERRESI
XM BmERMEL
ZFTAINEZ R - AR
BIIRBN A 2 &
AT -

AR R

At IREEERER
—ETE=F=A=+—
BEFEREBRE %
ThRHcEERBE
0.10007T Bl B & B %
0.00257T ifl 5% 8 8% 2 A%
NATEAZ Bfke

(vii) A B &k

RRRZEABRBREAR
NARE S B B AR
BHBARZHBEEE
FERAERRWES
HETZARABRME
BERZZR/-

“EZEAFFHR EXHBRKERRLF

121



122

27. RESERVES (Continued)

(d) Capital management

The Group’s primary objectives when managing capital
are to safeguard the Group's ability to continue as
a going concern, so that it can continue to provide
returns for shareholders and benefits for other
stakeholders and to maintain an optimal capital
structure to reduce the cost of capital.

The Group actively and regularly reviews and manages
its capital structure to maintain a balance between the
higher shareholder returns that might be possible with
higher level of borrowings and the advantages and
security afforded by a sound capital position, and makes
adjustments to the capital structure in light of changes
in economic conditions.

The Group monitors its capital structure on the basis
of a net debt to equity. This ratio is calculated as net
debt divided by total capital. Net debt is calculated as
total borrowings (including current and non-current
borrowings as shown in the consolidated balance sheet)
less cash and cash equivalents. Total capital is calculated
as "equity”, as shown in the consolidated balance
sheet, plus net debt.

The net debt to equity ratio did not apply as at 31
March 2009 and 2008 as the Group had total deficit for
both years. In order to maintain or adjust the ratio, the
Group may issue new shares, raise new debt financing
or sell assets to reduce existing debt.
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28. NOTES TO THE CONSOLIDATED CASH FLOW
STATEMENT

28. FEBHEREBRME

(a) HFEMBRAARRLES

(a) Deconsolidation upon strike off of

subsidiaries

As at 1 April 2008, the Group had 100% equity
interests in StarEastNet (BVI) Limited and its subsidiaries,
Wealthy Leader Limited and its subsidiaries and
Southold International Limited (the “Deconsolidated
Entities”). The Deconsolidated Entities have been struck
off during the year and derecognised in these financial
statements.

The details of the financial position of these

N

RZZFEZENFHHA—H A&
B 5 StarEastNet (BVI) Limited
& E KB A F - Wealthy
Leader Limited X H KB A 7]
LA %2 Southold International
Limited ([ L& & ARE
B2 ) A BE B 100% A% AE - 4% 1
A ANRERENFTREET
THRZEM YRR AER -

ZERIFAEABREENK

Deconsolidated Entities at the date of deconsolidation B ARB B 2B
were as follows: BT
HK$000
BT T
Net financial positions B 2 AR R B
Amount due to the Group JE AR B FRIA (235,829)
Amount due from subsidiaries 7 Uk BT BB 2 &) R TR 8
written off 235,829
Net movement of cash and WEBARKRIFGEE AR ZEREE R
cash equivalents in respect of CEEEEEHFHE

the deconsolidation of subsidiaries -

REBEZE_ZTZNF=A
—+—HIEFERIEES
R2WB AR ZEETEY
AEBEHE-_ZTZTNF=A
—t+—HIEFEZEERESK
BRI EEERERTE -

The results of the subsidiaries deconsolidated during the
year ended 31 March 2009 have no significant impact
on the Group’s turnover or loss before taxation for the
year ended 31 March 2009.
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28. NOTES TO THE CONSOLIDATED CASH FLOW

STATEMENT (Continued)
(b) Other major non-cash transaction

During the year, an amount due to a substantial
shareholder of HK$91,190,000 was assigned to Billion
Wealth in connection with the loan facility granted by
Billion Wealth as further detailed in Note 24(a)(iii).

29. OPERATING LEASE COMMITMENTS

The Group leases certain of its office premises, motor
vehicles and machineries under operating lease
arrangements.
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28. REHEREBRWE (&)

(b) EEXRFRERS

FK - BEUF B Billion Wealth
REZERBE EHN—
HEEREREAE B
91,190,000t EWHEHEZE
Billion Wealth (#— F £ 1EE
FA BT 5E24(a) i) ) °

29. REHERE

AEBERBEEEHEAEHRES
THAEYE  TE RS

At 31 March 2009, the total future minimum lease RZZEZNF=A=1+—0"1RIE
payments under operating leases are payable as follows: REHERNZ RRKEHER
HAFEMAT

2009 2008

ZEENAF ZTENF

HK$°000 HK$°000

B F T BB T T

Within one year —FR 6,145 4,433
In the second to fifth years inclusive “FEEFERF

(BHREEEMF) 2,966 3,351

9,111 7,784

Operating lease payments represent rentals payable by the
Group for certain of its office premises, machineries and a
motor vehicle. Leases are negotiated for an average term of
three years and rentals are fixed throughout the respective
lease periods.
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30. EQUITY-SETTLED SHARE-BASED 30. EEHEELURDAERZ
TRANSACTIONS X5

On 15 January 2002, the Company adopted a share option
scheme (the “Option Scheme”) under which the board
of directors of the Company may at its discretion offer to
any director (including non-executive director), executive,
employee and contracted celebrity (the “Eligible Persons”)
of the options to subscribe for shares in the Company
in accordance with the terms of the Option Scheme and
Chapter 23 of the Rules Governing the Listing of Securities
on GEM of the Stock Exchange. The principal purposes
of the Option Scheme are to recognise the significant
contributions of the Eligible Persons to the growth of the
Group. The total number of shares which may be issued
upon exercise of all options to be granted under the Option
Scheme and any other outstanding share option schemes
of the Company must not in aggregate exceed 10% of
the issued share capital of the Company at the date of
the approval of the Option Scheme by the shareholders
and such limit might be refreshed by the shareholders of
the Company in general meetings. The Option Scheme
commenced on 15 January 2002 and will end on the day
immediately prior to the tenth anniversary of 15 January
2002. The share options vested immediately at the time
when granted.

The Company did not grant any option under the Option
Scheme during the year.

No share option was outstanding at 31 March 2009 and
2008.

RZBE-_F—A+HA AQF
R — B ER 8 (AR
2l])  BEZE ARFESE
ARNERERES (BEFERT
EE) THRAB - EERANE
A([EBERAT])BREREER
REFTEE R R X TR ¥ RE S
FHRAE23EAREART R
D2 BRI - IERRERT Bl =2 B
MEBEREERATYRE®EE
RZEBRER - ITHEREBREST
B} AR R B 2 AT AR E At 18 AR SE AR
BT SR L 2 T I IR s
AT ZRNBETEBAAR
AR BRI ERELE A
B2 BEITIRAN 2 10% + M aZ PR
AR RAEHAAFREE
HeoBREFENR _TT_F—A
T+THEHRABEREEZE T -F
—A+HEB+EAFHERTE B
PERER IR LR BN R 5 8 o

F R R R I EAR IR R AR &
BT g

A_EENFR_EENF=A
—t+— B EEREMRITE
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31. RETIREMENT BENEFITS SCHEME

The Group operates a Mandatory Provident Fund Scheme
(the “MPF Scheme”) under the Hong Kong Mandatory
Provident Fund Schemes Ordinance for employees under
the jurisdiction of the Hong Kong Employment Ordinance.
The MPF Scheme is a defined contribution retirement
plan administered by independent trustees. Under the
MPF Scheme, the employer and its employees are each
required to make contributions to the scheme at 5% of the
employees’ relevant income, subject to a cap of monthly
relevant income of HK$20,000. Contributions to the plan
vest immediately.

The Group has no other obligation for the payment of
post-retirement benefits beyond the contributions described
above.

The total cost charged to consolidated income statement
of HK$933,000 (2008: HK$1,621,000) (Note 10) represents
contribution payable to these schemes by the Group in
respect of the current accounting period. As at 31 March
2009, contributions of HK$49,000 (2008: HK$5,017,000)
due in respect of current reporting period had not been paid
under the schemes.
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31. RIREF G E
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B2 HARENEHRE -

B £ SCRrt 2 RS - 2N 6% (8 3
H B AE S RIKIERER]

RizaWERzRNEB 2 BRAES
#933,0007T ( ZE T N\ F : B
1,621,0007T) (HaE10) ThigARe
THRAEERZEFEEMNZ
HR-RZFEENF=A=+—
B AREBIYKRMAEBE I
A 3R B BB R A R B HR 2 FOB
#49,000C (ZEENF : B #
5,017,0007T) °



NOteS tO the FinanCiaI Statements For the year ended 31 March 2009

/E\ji%ﬁéé IZTT.I-%I BE—FEENF=A=1—HIFE

32. CONTINGENT LIABILITIES 32. RAREE

During the year ended 31 March 2008 and 2009, the Group
and the Company have the following material litigations:

There were several cases brought forward from prior years
and arising during the current year related to defamation
and infringement of copyright that remained unresolved.
All of them were brought against Sing Pao Newspaper
Company Limited (“SPNCL"), a wholly-owned subsidiary
of the Company. Court judgments have not been stated
and the amounts claimed were in aggregate approximately
HK$517,000 (2008: HK$517,000). In the directors’ opinion,
the liabilities are unlikely to crystallise and no provision has
therefore been made in respect of these claims as at 31
March 2008 and 2009.

During the period from July 2007 to March 2008,
two subsidiaries of the Company, SPNCL and Sing Pao
Newspaper Management Limited, were claimed by several
individuals/corporations for unpaid goods and services
provided during the period from June 2005 to August 2007
of approximately HK$1,537,000. The amounts have been
properly accounted for in the financial statements.

During the period from May 2007 to February 2008, the
Mandatory Provident Fund Schemes Authority applied to
the High Court of HKSAR (the “High Court”) to claim for
default contributions of HK$3,685,000 for the period from
December 2006 to September 2007. The amounts were
fully settled in April 2008.

a:l:— == }-\ﬂE&i,:F‘Tj-LEE—
A=1+—BILFE rEELREAR
Al Z EBARFARWMT

BEFEROERRAFERE
AETHERILREREDEFR
R FMBRZRERHHHEARRT 2
2EMBRRIKFRBTIERA A
(IR TR A ) IR o &R #
RIEARETE  MERERSELHAESD
#517,000c (ZEFNF B
517,0007T) - EER A BERY
Rl At RZEENFER =
TENF=A=1+—H BERY
THRRENEE-

A\—_ET+FLAE_ZTTNF
= AHAR A AR B AR
BB 2B EABRRAEERR
NG EE N o AR NCIE )
H-EERFNAZ_ZEZE+HF
NABREREZ AR E R &R
G H)B 81,537,000 2 HER-F
FARIEC EE A AR IS IREA

RIZBZALFRAZE-FTT)\F
— REIRE - whlMEATE R R SR
EREERRESFER ([H%F)
RIDBEFER_TTRF+_AZE
“ETEFNAREZ RIMHK

B 228 3,685,000 T 2 5 B E
R-_ZEZNFNAEHEE-
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32. CONTINGENT LIABILITIES (Continued)

In July 2007, a licensee of SPNCL acts as the defendant
in a legal claim in relation to an action for copyright
infringement, issued a third party notice to SPNCL. The
defendant claimed against SPNCL for indemnity against the
plantiff's claims and the cost of the action or contribution
in respect of the plantiff's claims. A defence was filed by
the Group in March 2008 denying all allegations against
the Group. Judgments have not been stated up to the date
of this report. In the directors’ opinion, the liabilities are
unlikely to crystallise and no provision had therefore been
made in respect of the claim.

On 18 December 2007, a supplier of the Group appointed
an arbitrator in relation to a trade dispute with SPNCL
for the early termination of a purchase contract in July
2007 and the unpaid goods provided to the Group for
the years ended 31 March 2007 and 2008. The supplier
claimed a sum of HK$7,468,000 (2007: HK$5,506,000)
against the Group for compensation. The application had
been withdrawn by the applicant on 26 July 2008 and the
arbitrator had also ceased to act as the arbitrator on 28 July
2008. On 1 August 2008, SPNCL reached an agreement
with the supplier pursuant to which SPNCL agreed to settle
the unpaid goods of HK$341,000 and the related arbitration
cost of HK$114,000 as full and final settlement of the claim.
The amounts were settled in December 2008.
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32. /RAREE (&)
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33. RELATED PARTY TRANSACTIONS BBHEAEALRS

Name of related parties

BEALER

Relationship
B &

Strategic Media
Strategic Media

Star East Management

RN ER

SMI Corporation Limited
(“SMI Corporation™)

EXBEREEBR AT
(TEXEEREHE])

(a) In addition to the transactions disclosed elsewhere in
the financial statements, the Group also entered into

A substantial shareholder of the Company

RRAZEBRR

Mr. Wang Fei is a common director

IFREES/ARAES

Mr. Qin Hong is a common director of
SMI Corporation and the Company and

Strategic Media is a common substantial shareholder

BREEREXBEREERARFZ

$[F & % M Strategic Media & HE F B IR

(@) BRI R E A AR 1D I FR
ZRHHN FRREE IR L

the following related party transactions during the year. INTEEALTRS-
The Group
TEE
2009 2008
—EEIF —ZEENF
HK$'000 HK$°000
BT T BT T
Interest expenses on loan from B Strategic Media,Z
Strategic Media Bz MERX 320 7,008
Interest expenses on loan from BRABNERZ
Star East Management ERZAERE 59 82
Interest expenses on loan from BEXEREEZ
SMI Corporation ERZHMERAX 226 314

During the year, 261,473,945 shares of the Company
owned by Strategic Media were pledged for loan
facilities of approximately HK$60,000,000 granted to
the Group. The pledged shares will be released on 24
months from the date on which the loan is made and
upon the conditions as on the respective agreement are

satisfied (Note 24(a)(iii)).

F A - fStrategic MedialE B
2 NN F)261,473,9450% % {5
BEERASEER TENE
& #97% 60,000,000 T 2 K
o BEEMROBERIERE
R AR =+ MHEA RE

XA B8 sk T8 2 I 1 1% R
% (B[t at24(a)ii)) »
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33.

34,

RELATED PARTY TRANSACTIONS (Continued)
(b) Key management personnel remuneration

Remuneration for key management personnel, included
amounts paid to the Company’s directors as disclosed
in Note 12 and certain of the highest paid employees as
disclosed in Note 13.

FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group’s major financial instruments include trade and
other receivables, trade and other payables, convertible note
and borrowings. Details of these financial instruments are
disclosed in the respective notes. The risks associated with
these financial instruments include credit risk, liquidity risk,
interest rate risk and currency risk. The policies on how to
mitigate these risks are set out below. The management
manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and
effective manner.

(a) Credit risk

(i) In respect of trade and other receivables, in order
to minimise risk, the management has a credit
policy in place and the exposures to these credit
risks are monitored on an ongoing basis. Credit
evaluations of its customers’ financial position and
condition is performed on each and every major
customer periodically. These evaluations focus on
the customer’s past history of making payments
when due and current ability to pay, and take into
account information specific to the customer as
well as pertaining to the economic environment in
which the customer operates. The Group does not
require collateral in respect of its financial assets.
Debts are usually due within 30 to 60 days from
the date of billing.
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

(a) Credit risk (Continued)

(ii)

(iii)

In respect of trade receivables, the Group's
exposure to credit risk is influenced mainly by
the individual characteristics of each customer.
At the balance sheet date, the Group had certain
concentration of credit risk as approximately 11%
(2008: 31%) and 29% (2008: Nil) of the total
trade and other receivables was due from a major
customer and a business partner, respectively.

The credit risk on liquid funds is limited because
the counterparties are banks with high credit
ratings assigned by international credit-rating
agencies.

Further quantitative disclosures in respect of the
Group's exposure to credit risk arising from trade
and other receivables are set out in Note 20.

M. crEREEEZERBEE

(%)

(a) FERMR (&)

(ii)

(iii)

MEBEFHEWFKIEMS &
SBEAEZEERRE
EXREPZTRABAR
FrZ-NEER AR
EWRFEZERP REBE
ke RARQT
FTERRZFIED A
B 5 Kk E M ERFIER
A% (ZEENF:
31% ) }29% (—ZZ N\
F:8|) WAKBEAS
AT EERBSEFRIER-

B FHHRBEKGT
RRBEBRLSSEETR
ZIRIT WRBER ZE
ERRBR-

BEEAKERE S KA
fib FE WK TR M A& HE 2 15
ERBRzE-—FEER
FREMPFE20 -
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34. FINANCIAL RISK MANAGEMENT OBIJECTIVES
AND POLICIES (Continued)

(b) Liquidity risk

Individual operating entities within the Group are
responsible for their own cash management, including
the short term investment of cash surpluses and the
raising of loans to cover expected cash demands,
subject to board approval. The Group's policy is
to regularly monitor current and expected liquidity
requirements and its compliance with lending covenants
to ensure that it maintains sufficient amount of cash
and adequate committed lines of funding from major
financial institutions to meet its liquidity requirements
in the short and longer term. The Group relies on
borrowings as a significant source of liquidity. As at 31
March 2009, the Group had undrawn loan facilities
available from Strategic Media and Billion Wealth of
approximately HK$40,000,000 (2008: HK$16,836,000)
and HK$14,750,000 (2008: Nil), respectively.
Subsequent to the balance sheet date, Billion Wealth
granted another loan facility of HK$50,000,000 to the
Group as further detailed in Note 35(a).
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. crtEBEEEERBEE
(#8)

(b) RBE R

AEBEARENEEERBAR
HxprzhaeEE 28FER
CRB PR ERARE
ERHAEZIEE B TER
ZEeFR-AEEZHE
REHRERERR REHR
HESFRLEZEEHEER
G ATEREBEERR
WeRERBRAZHEE
TRIMEBIRME B EEE N
ENESHEREHZ RS
BeFR-AEBKBEE
EERESETERFE-R
—ETANFE=Z/R=+—8"
7N %= [8 7] B Strategic Media
K Billion Wealth EL 2 14 &
PFHRERBRED N ARB
#40,000,0007C ( ZZZ )\
& B #16,836,0007T ) & B
#14,750,0007C (ZZZ )\
F ) o &5 H % Billion
Wealthm A EERE R — &
FELE B #50,000,0007T (3
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (Continued)
(b) Liquidity risk (Continued)

The following liquidity table set out the remaining

contractual maturities at the balance sheet date of the

Group’s and the Company’s financial liabilities based
on contractual undiscounted cash flows (including
interest payments computed using contractual rates or,

if floating, based on rates current at the balance sheet

date) and the earliest date the Group and the Company

is required to pay:

. crtEBREEEERBEE
(#8)

(b)

REBEEER (&)

TREIANEERAREZ
/\MQE%E/\%ﬁEIZﬂﬁ%A
#ZIH ZEMBRETS
REENABARESTE (B
BRGSO R (KB F
B AlREER ZR/ITHXR)
AEZ M BN RAREE KM
ARABANRZ&ZFBHRA
%

The Group rE
2009 2008
ZERNF “ETNE

More than  More than Total More than ~ More than Total

Within ~ 1yearbut 2 years but contractual Within -~ Tyearbut 2 years but contractual
fyearor  lessthan  lessthan  More than undiscounted Carrying 1 year or less than lessthan  More than  undiscounted Carrying
on demand 2years 5 years Syears  cash flows amount  on demand 2 years 5 years Syears  cash flows amount

AHARR ANREE

-ERg BE-5E  REREE RERE —FRg BE-FE  BEREE feiig
REX  OHEE  HWEF  BBIE EL BEE REX  JRRE  OREF @8RE 2% BEE
HKS000  HKSO00  HKSO00  HKSUOO  HKSUOO  HKSOOD  HKSUOO  HKSUOO  HKSUOD  HKSOOO  HKSOOO  HKSUOOD
BRFr BRI ERTR BEFT BRI BRTn BETr BRTn ERTn E¥Tr BRI BRI
Borrowings #E 60,766 157,310 = 120,320 338,39 297,630 44583 118,789 - 12241 285,753 228,400
Convertible note TARER 50,000 - - - 50,000 37,131 50,000 - - 50,000 2155
Trade and other payables 85 R £ U8 26,769 - - - 26,769 26,769 40513 - - - 40513 40513
137,535 157,310 o 120320 415,165 361,530 85,056 168,789 - 12241 376,266 296,465

The Company v YN
2009 2008
RELE Eilk

More than  More than Total More than ~ More than Total

Within ~ 1yearbut 2 years but contractual Within -~ Tyearbut 2 years but contractual
fyearor  lessthan  lessthan  More than undiscounted Carrying 1 year or Jess than lessthan ~ More than  undiscounted Carrying
on demand 2 years 5 years Syears  cash flows amount o demand 2 years 5 years Syears  cash flows amount

ELES 3 SHRER

-FRg BE-5E  REREE REhE —FRy  RE-FE  BEREE i
REX  OHEE  HWEF  BBIE &g REE REX SRBE  JRRE BBIE 88 EEE
HKS 000 HKS 000 HKS 000 HKS'000 HKS'000 HKS 000 HK$000 HK$ 000 HK$ 000 HKS 000 HKS f 00(1 HK$ 000
BRFT  BRTL ERTR BEFL BRI ERFn BEFr BMTn EBEir BEFr B EEFT
Borrowings #E 51472 157,310 = 57,660 266,442 246,650 33133 118,789 - 58,662 210,584 176,859
Convertible note 50,000 - - - 50,000 37131 50,000 - - 50,000 21552
Due 10 a subsidiary - - - - - - 2,058 - - - 2,058 2,058
Other payables EHERFE 4,025 - - - 4,025 4,025 5386 - - - 5386 5386
105,497 157,310 = 57,660 320,467 287,806 40577 168,789 - 58,662 268,028 211,855
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34. FINANCIAL RISK MANAGEMENT OBIJECTIVES
AND POLICIES (Continued)

(c) Interest rate risk

The Group's interest risk arises primarily from its
borrowings. Borrowings obtained at variable rates and
at fixed rates expose the Group to cash flow interest
rate risk and fair value interest rate risk respectively.
The Group's interest rate profile as monitored by
management is set out in (i) below.

The Group's exposures to interest rates on financial
assets and financial liabilities are detailed in the liquidity
risk management section of this note. The Group's
cash flow interest rate risk is mainly concentrated on
the fluctuation of market interest rate arising from the
Group’s borrowings and bank deposits.

The Group is exposed to interest rate risk as its bank
deposits are all interest-bearing. All bank deposits are
short-term deposits with maturities of less than or equal
to three months. Management does not anticipate any
significant impact resulting from the change in interest
rates because the Group’s bank balances are carried at
low interest rates and the interest income thereon is not
significant.
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES . cEREEEERBEK

AND POLICIES (Continued) (&)
(c) Interest rate risk (Continued) (c) FIEmEBS (&)
(i) Interest rate profile (i) FIZRBER
The following table details the interest rate profile TRFAVNARAEEREE
of the Group's borrowings at the balance sheet HEE 2 MR -
date:
The Group
S|
2009 2008
“BENE —ETN\F
Effective Effective
interest interest
rates rates
BRA=® BRAx
% HKS$000 % HK$'000
BETT BT T
Fixed rate borrowings: EEREEE:
Borrowings R 12-36 35,602 18-43 20,323
Convertible note BMREE 34.77 37,131 28.05 27,552
72,733 47,875

Variable rate borrowings: #EFIREE:

Borrowings (1| 5-625 171,300 575-875 180,275
Total borrowings EERE 244,033 228,150
Fixed rate borrowings ElEMEEER

as a percentage of BEETEL

total net borrowings Bot 30% 21%
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES . cREREEEERBEK

AND POLICIES (Continued)
(c) Interest rate risk (Continued)

(i) Interest rate profile (Continued)

(&)
(o) MRmEMR (&)

() M=HR (&)

The Company
LN
2009 2008
“ERNE —TIN\E
Effective Effective
interest interest
rates rates
BRAIE ERME
% HKS$'000 % HK$000
BT BT
Fixed rate borrowings: EERREE:
Borrowings R 12-36 35,353 18-43 20,074
Convertible note AHRER 34.77 37,131 28.05 27,552
_____ s | b2
Variable rate borrowings: #EFIREE:
Borrowings (1| 5-625 129605 575-875 140,144
Total borrowings EERE 202,089 187,770
Fixed rate borrowings asa B E R R EE (L
percentage of total net BEEEFEZ
borrowings Bt 36% 25%
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

(c) Interest rate risk (Continued)
(ii) Sensitivity analysis

At 31 March 2009, it is estimated that a general
increase/decrease of 50 basis points in interest
rates, with all other variables held constant, would
increase/decrease the Group's loss after tax and
accumulated losses by approximately HK$746,000
(2008: HK$901,000).

The sensitivity analysis above has been determined
assuming that the change in interest rates had
occurred at the balance sheet date and had been
applied to the exposure to interest rate risk for
non-derivative financial liabilities in existence
at that date. The 50 basis points increase or
decrease represents management’s assessment of
a reasonably possible change in interest rates over
the period until the next annual balance sheet
date. The analysis is performed on the same basis
for 2008.

(d) Currency risk

Presently, there is no hedging policy with respect to the
foreign exchange exposure. The Group's transactional
currency is Hong Kong dollar as substantially all
the turnover is in Hong Kong dollar. The Group's
transactional foreign exchange exposure was
insignificant.

M. crEREEEZERBEE

(%)

(o) MRmEMR (&)

(i) BBREDH

RN_BEENF=A=1+—
B AsflE—REHR
T BESOE £ B BT B A
tEBRFE  BIARE
BT EE N RS
B m w05
#746,0007C (ZZEZ )N
& : 75%901,0007T) ©

FRSEE DT HBE
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WHHESEBEANE
AEEZITEMBEA
E2 A E R EMERE -
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Zﬂﬁ':““ﬂiz
M ARE R R 1T o

(d) E%E kR

N & B IR R I AR B SME R
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (Continued)

(e) Fair value

The fair value of financial assets and financial liabilities
are determined as follows:

the fair value of financial assets and financial
liabilities with standard terms and conditions and
traded on active liquid markets are determined
with reference to quoted market bid prices and ask
prices respectively; and

the fair value of other financial assets and
financial liabilities are determined in accordance
with generally accepted pricing models based on
discounted cash flow analysis using prices or rates
from observable current market transactions as
input.

All financial instruments are carried at amounts not
materially different from their fair values as at 31 March
2009 and 2008.
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35. POST BALANCE SHEET EVENT

(a)

Subsequent to the balance sheet date, on 20 May
2009, the Company entered into a loan agreement
with Billion Wealth for an additional loan facility of
HK$50,000,000 granted by Billion Wealth to the
Company.

Subsequent to the balance sheet date, and up to the
date of this report, part of the convertible note of
nominal values of HK$14,000,000 were converted by
certain note-holders at the conversion price of HK$0.05
per share, resulted in the issue of, in aggregate,
280,000,000 new ordinary shares of the Company.

Subsequent to the balance sheet date, on 17 November
2009, a winding-up petition was filed by an individual
against the Company in the High Court in relation
to the unsettled loan amount of approximately
HK$1,694,000 for the period from July 2007 to
October 2009. Such amount has been fully provided for
in the financial statements.

5. FEHRER

(a)

REER%BRZ _TETNFR
A=+ B8 &2 7 &Billion
Wealthd] 7 —IHE S &
¥ It > Billion Wealth#® ¥ &K
RA—EWINERME B
50,000,0007T °

REEB®BEEZE AR
EHH - HBoEEARBK
14,000,0007T 2 A] #2 ik = 4%
METEBRRFEANERE
FH B #0.05 T8 % At -
RRARBTHETERE &
280,000,000% °

REEBRBRCZZEZENF
+—A+tH —REAHRE
AR+t FLAEZE
ThFT+AHEZAEEREE
K& EEL) B H1,694,0007T [
BEERRLSHEARA 2
BREF ZESBRES NN
BT AEL 28 -
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Five Year Financial SUMMarY ro e ear enved 31 e 2009

ﬁqiﬂji%ﬁg BE—FEENFA=1—HIFE

RESULTS ¥E
For the year ended 31 March
BE-A=1t-RLEE
2005 2006 2007 2008 2009
“ZTHE —TERE —ZT+F —TT)N\FE ZEEIE
HK$'000 — HK$'000 — HKS000 — HK$'000  HK$'000
BEFT EMFrT  EETT  BEFT  BETR
Turnover EEE 108,696 84,051 67,754 48,558 31,490
Cost of sales HENKA (147,437)  (129,331)  (101,356) (69,022)  (51,281)
Gross loss FE (38,741)  (45280)  (33,602)  (20,464)  (19,791)
Other revenue and net gains Hiogs R FE 2,484 3,685 3,067 37,387 2,334
Advertising and promotion expenses BEREERY (18,555) (2,691) (2,162) (617) (518)
Administrative expenses AHEY (39,371) (40,635) (37,062) (39,148) (22,791)
Impairment losses recognised, net BRDRESEFE - (828) (1,788) (2,172) =
Gain on disposal of subsidiaries HEMER Ak - - 576 - -
(Loss)/gain on deconsolidation of a subsidiary ~ HIB R RR A ARZ
(B#B),/ e - 9) 2,225 - =
Unrealised (loss)/gain on investments BRREZRER
in securities (B#8),/ (16) - - - =
Loss on disposal of available-for-sale HETHREEREERE
investments - - (232) - -
Loss from operations HEFE (94,199) (85,758) (68,978) (25,014) (40,766)
Finance costs BT PY A (4,746) (15,733) (24,213) (26,413) (25,274)
Share of results of associates D —fABE AR EE (1,755) (866) (579) (138) =
Loss before taxation BRIAIEE (100,700)  (102,357) (93,770) (51,565) (66,040)
Taxation I8 - 1,385 (11,075) 900 1,580
Loss before minority interests B DEREESAER (1007000 (100,972) (104,845 (50,665  (64,460)
Minority interests DERFE 8 - - - =
Net loss for the year FEBBREE (100,692)  (100,972)  (104,845)  (50,665)  (64,460)
ASSETS AND LIABILITIES EERAE
As at 31 March
R=B=+-H
2005 2006 2007 2008 2009
SRR CPRNF CBRLF CRINF CBRAF
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
BEFT  EEFT  BETT  BEFT  BETxn
Total assets EERS 81,705 49,893 32,722 11,422 10,447
Total liabilities AEER (142,737)  (195,545)  (285,390)  (312,667)  (376,152)
(61,032)  (145,652)  (252,668)  (301,245)  (365,705)
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