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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 gazette 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 take no responsibility for the
contents of this report, 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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Managing Director’s Statement

BEEARKIEREE

| have pleasure in presenting the business operation report and
the audited financial statements of SMI Publishing Group Limited
(the “Company”) and its subsidiaries (the
financial year ended 31 March 2010.

“Group”) for the

The fiscal year ending 31 March 2010, was a year of challenges.
Triggered by the global recession, the difficult economic
environment in Hong Kong has tested the strength of all
companies and we have no exception this rule. The Group first
started to regain growth by 11.5% on turnover after a five-
consecutive-years dropping trend, and our net loss has sized to
approximately HK$63,743,000, similar what we did last year.
We have successfully controlled our cost of operation within an
acceptable degree and expensed on the right place to market
our Company.

In the forthcoming year, as react to the mainland China
market, we will continuously seek business and development
opportunities there. As in Hong Kong, we are working on
resuming our printing machine. Later of the year, our printing
cost will be reduced as a results of that. We also target to
penetrate into other business area such as magazine and
special projects. In brief we are actively looking for business
opportunities to expand the Group’s business as well as
widening the income streams of the Group’s operations.

Other than expanding our business, we are consistently seeking
ways to drive closer our relation with our readers and advertisers,
enhancements to our products to meet the evolving habits of our
readers and advertisers.

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

MA Shui Cheong
Managing Director

Hong Kong, 21 June 2010
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Biographical Information of Directors
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EXECUTIVE DIRECTORS

Mr. WONG Yue Kwan, Alan, aged 43, 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 55, 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 35, 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.

Mr. WONG Ching Yip, aged 38, was re-designated to Executive
Director from Independent Non-executive Director on 13 May
2010. He holds a B. A. Double Degree in Business Administration
and Economics. He has accumulated over 10 years of experience
in sales and marketing.

Mr. MA Shui Cheong, aged 49, was appointed as an Executive
Director and Managing Director of the Company on 13 May
2010. He has over 10 years of working experience in managing
various businesses in PRC. He holds a Bachelor Degree of
Business Administration in Management from The Open
University of Hong Kong.

SMI Publishing Group Limited | Annual Report 2010
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Biographical Information of Directors

NON-EXECUTIVE DIRECTORS

Mr. IP Wing Lun, aged 42, 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 and an
ordinary member of Hong Kong Securities Institute. 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 PRC. He is currently an executive director of
Birmingham International Holdings Limited (Stock code: 2309),
the company is listed on the Main Board of the Stock Exchange.

Mr. WONG Chi Fai, Theodore, aged 40, 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.
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Biographical Information of Directors
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. KONG Tze Wing, M+ J,, 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. HUNG Yat Ming, aged 58, was appointed as an
Independent Non-Executive Director of the Company on 3
September 2009. 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.

SMI Publishing Group Limited | Annual Report 2010
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Biographical Information of Directors

Mr. WONG Ka Chun, Carson, aged 32, 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), a
company listed on the GEM Board of the Stock Exchange.

Mr. PAN Chik, aged 42, 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 17
years of experience in finance and investments. He is specializing
in assets management in Hong Kong and the PRC. During the
period from 1995 to 2007, He had been the associate director
of Lippo Securities Limited. Currently, He is a director of Astrum
Capital Management Limited.
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Management Discussion & Analysis
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BUSINESS REVIEW

The Company is a limited company incorporated in the Cayman
Islands and its shares are listed on the GEM of 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. With an effective cost containment plan, the
Group’s administrative expense was under controlled. Major
expenses were used to promote the Company in way of
placing advertisement in other media such as Roadshow, Metro
Broadcast and other magazines. In May 2009, we had a series of
celebrating activities for our 70th anniversary.

Under such intensive campaigns, the Group's turnover regained
growth by approximately 11.5% after a five-consecutive-years
dropping trend. The net loss for the year also recorded a gentle
decrease of approximately 1.1% comparing with the previous
year.

FINANCIAL REVIEW
Review of Results

The Group's turnover for the year ended 31 March 2010 was
approximately HK$35,108,000, an increase of approximately
HK$3,618,000 or 11.5% as compared with approximately
HK$31,490,000 for the previous year. The increase in turnover
was due to the increase in advertising income by approximately
56.7% as compared to the previous year.

SMI Publishing Group Limited | Annual Report 2010

RBOE

ARAR/RASESEMKIL AR
naEl AR RE R FTAI R L e A
NAR—EREZERAR - HXEHE
NRAZEBEBR/LRBRERERE
ARFTHEYE-

CEFERARE S —EEM#2Z
BRIRFE - EEITH B Z A ZEHIEH S
™ AREBERERETRAS -2
P IR E b 2R R8 - PIAnBRERAE - 37
WEE R A SEN RN EES
ARARRETHE - R -_ETNFR
A REERR/ Lt TRFHESRT &
REEE -

FETEAERENES T AEB &
EBERIIEERFRS  R154011.5%
IR - FEBEEFBENTREFEMR
DU 1% ©

Bt %5 12 B
£ o)

AEERHE-_ZT—ZTF=A=1+—H
IEFE 2 & EFEL R E35,108,000
T B & F 4975 #31,490,0007T 1 AN
#75%3,618,0007T3k11.5% © & 3 &8
EATEHREERAREFE ML
56.7% °



Management Discussion & Analysis
BEEN®R DM

Loss attributable to the Company’s shareholders for the year
ended 31 March 2010 was approximately HK$63,743,000,
a decrease in loss of approximately HK$717,000 or 1.1% as
compared with loss of approximately HK$64,460,000 for the
previous year. The decrease in losses was attributable to i) the
increase in cost incured for marketing campaigns carried out
during the year; ii) the decrease in finance costs and iii) the
increase in other revenue arising from the imputed interest
income on interest-free borrowings.

Financial Resources and Liquidity

As at 31 March 2010, the Group did not maintain sufficient
liquid funds and had net current liabilities of approximately
HK$93,588,000 (2009: approximately HK$128,317,000). As at
31 March 2010, cash and bank balances were approximately
HK$5,627,000 (2009: approximately HK$235,000).

As at 31 March 2010, the Group's total loans and borrowings
amounted to approximately HK$369,745,000 (2009:
approximately HK$334,761,000). Among the total amounts
of such loan and borrowings, approximately HK$73,650,000
(2009: approximately HK$97,349,000) was payable within one
year and approximately HK$296,095,000 (2009: approximately
HK$237,412,000) payable after one year.

As at 31 March 2010, total unutilized loan facilities from a
third party amounted to approximately HK$8,449,000 (2009:
approximately HK$14,750,000).

As at 31 March 2010, the Group recorded a total deficiency in
capital of approximately HK$386,418,000 (2009: approximately
HK$365,705,000).
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Pledge of Assets

At 31 March 2010, no assets of the Group were pledged for loan
facilities granted to the Group (2009: 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.

Contingent Liabilities

There were several court 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 plaintiff’s claims and
the cost of the action or contribution in respect of the plaintiff's
claims. A defense was filed by the Group in March 2009 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.

SMI Publishing Group Limited | Annual Report 2010
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Management Discussion & Analysis
BEEN®R DM

Operating Lease Commitments

As at 31 March 2010, the total future minimum lease payments
under operating leases are payable as follows:

REBERE
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BEE S 2R KR ERE
mF

2010 2009

—E-ZF —ETNF

HK$'000 HK$°000

BT T BT T

Within one year —F N 4,975 6,145
In the second to fifth year F_FEERF

inclusive (BREEREMS) 4,571 2,966

9,546 9,111

Operating lease payments represent rentals payable by the Group
for certain of its workshop, 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 management of the Company has a view to continue to
focus on driving its core business forward. The Company has
worked with other parties (including famous writers) to broaden
its distribution network and to extend its market coverage.
Pamphlets for special events (such as World Expo and World
Cup), topics as well as extra editions for Friday Entertainment
news have been launched since May of 2010.
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Pursuant to an agreement signed between the Group and China
National Publications Import & Export Corporation, Shenzhen
Branch (“CN Publication”) on 17 May 2010, the Group would
distribute and CN Publication agreed to import, transport and
promote Sing Pao Daily in certain provinces in PRC, including
Yunnan, lJianxi, Hunan and Fujian, etc with effect from May
2010, for a term of one year at the initial stage. Such move will
help the Group to explore the enormous media market in PRC in
the coming years.

On the other hand, to save the printing cost of newspapers and
to capture the opportunities arising from the possible increasing
in circulation and the demand for printing of other free
newspapers, the Group is re-establishing its printing factory and
will re-operate its printing machines from the third quarter of this
year.

The Group has cautiously and continuously studied diversification
opportunities to enable the highest possible leverage on its
business. This will further enable the Group to maintain its
operation efficiencies and to control its production costs, in order
to sustain its financial conditions.

In all the time, the Group will continue to monitor and control
its costs carefully in the coming years. Even so, the Group will
never falter in its missions, to deliver truth and fair information
with the highest standards of quality and professionalism to their
readers and advertisers.

EMPLOYEES AND REMUNERATION POLICIES

As at 31 March 2010, the Group employed 187 (2009: 198)
staffs who are normally situated in Hong Kong. Employee
remuneration, including directors’ remuneration, for the year
ended 31 March 2010 was approximately HK$34,257,000
(2009: approximately HK$27,842,000). 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 2010 (2009: HK$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 2010.

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 2010 is set
out in the consolidated statement of comprehensive income on
page 37 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 2010.

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 to the
financial statements, respectively.

RESERVES

Details of the movements in the reserves of the Company and
the Group during the year are set out in note 27 to the financial
statements and in the consolidated statement of changes in
equity respectively.
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PROPERTY PLANT AND EQUIPMENT AND
LEASEHOLD LAND

Details of the movements in property, plant and equipment
and leasehold land 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 2010, the aggregate amount
of revenue attributable to the Group’s five largest customers
represented less than 12.6% 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 54.5% and
47.6% of the Group's total purchase, respectively.

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
Executive Directors
Mr. QIN Hong
Mr. WANG Fei
Mr. WONG Yue Kwan,
Alan
Mr. YU Wai Ying, Sammy
Mr. LAU Henry

Mr. WONG Ching Yip

Mr. MA Shui Cheong

Non-Executive Directors

Mr. IP Wing Lun

Mr. WONG Chi Fai,
Theodore

follows:

(removed on 4 September 2009)

(removed on 4 September 2009)

(appointed on 8 May 2008)

(appointed on 3 September 2008)

(appointed on 4 September 2009)

(re-designated on 13 May 2010)

(appointed on 13 May 2010)

(appointed on 10 August 2009)

(appointed on 10 August 2009)

Independent Non-Executive Directors

Mr. JIANG Jin Sheng

Mr. KONG Tze Wing
Mr. HUNG Yat Ming
Mr. PAN Chik

Mr. WONG Ka Chun,
Carson

(removed on 4 September 2009)

(appointed on 4 September 2009)

(appointed on 4 September 2009)
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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 2010, 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

As at 31 March 2010, the persons or corporations (not being W-Z—ZF=A=+—H RIEZFSH
a Directors or chief executive of the Company) who had NMEFEEHIEXVIEE2R E35 AR
interests or short positions (directly or indirectly) in the shares or ARG FE RILBES MG EHF
underlying shares of the Company which fall to be disclosed to  336/&F BTN AE B ERRE ME AR
the Company under the provisions of Divisions 2 and 3 of Part A &) NI AT AR (WIFEFSHA
XV of the SFO or who are substantial shareholders required to be  RFEIEFBITHAE ) B ARRQ TN K
kept under Section 336 of the SFO or have otherwise notified to MR ) 2 HEF AR (EEKEE)

the Company were as follows: U

Long (L)/ Approximate

Short (S) No. of shares of  percentage of

Name of shareholders Capacity position the Company held shareholding

#RWL, BEXRQF BAER

IR R & B g% KE(S) RO B Batt

QIN Hui Held by controlled (S) 261,473,945 13.40%
Corporation (Note 1)

= 1B REGIRR 2w (S) 261,473,945 13.40%
(Brat1)

Strategic Media Beneficial owner (S) 261,473,945 13.40%
International Limited (Note 1)

Strategic Media EmEAA (S) 261,473,945 13.40%
International Limited (H1aE1)

YEUNG Ka Sing, Carson Held by controlled (L) 281,567,905 14.43%
Corporation (Note 2)

CEE REGIRR 2w (L) 281,567,905 14.43%
(Brit2)

Billion Wealth Group Beneficial owner (L) 281,567,905 14.43%
Limited (Note 2)

Billion Wealth Group EmEAA (L) 281,567,905 14.43%
Limited (Kiat2)

EEHIEEERAT | — -4k 19
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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. On 12 May 2010,
261,473,945 ordinary shares were taken over by Billion Wealth.

2. 20,093,960 underlying shares are derived from the 1.5% HK$1,004,698
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 convertible
note 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 2009 as mentioned in
Note 1 above.

Save as disclosed above, as at 31 March 2010, 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 2010 or any time during the year.
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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 is
independent.

PURCHASE, SALE AND REDEMPTION OF LISTING
SECURITIES

The Company has not redeemed any of its shares during the
year ended 31 March 2010. Neither the Company nor any of its
subsidiaries has purchased or sold any of the Company'’s shares
during the year ended 31 March 2010 (2009: Nil).

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 132 of
this annual report.
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AUDIT COMMITTEE

An Audit Committee was established to review the Group’s
financial reporting, internal controls, and 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 Yat Ming (as the chairman of the Audit Committee),
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 auditor’s independence and the Group’s
accounting principles and practices.

The Group’s annual results for the year ended 31 March
2010 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 2010
comply with applicable accounting standards, GEM Listing Rules
and that adequate disclosures have been made.

SUFFICIENCY OF PUBLIC FLOAT

The Company maintained a sufficient public float throughout the
year ended 31 March 2010.

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.
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POST BALANCE SHEET EVENTS

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

AUDITOR

The financial statements were audited by BDO Limited.

A resolution will be submitted to the forthcoming annual general
meeting of the Company to re-appoint Messrs. BDO Limited as
auditor of the Company.

On behalf of the Board

SMI Publishing Group Limited
MA Shui Cheong

Managing Director

Hong Kong, 21 June 2010
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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.

ARBBNERREZEEERTE
KiEF AEREEEHRZ BN -3
RAERER RMRSKRERER

COMPLIANCE WITH THE CODE ON CORPORATE BFLEERFERA
GOVERNANCE PRACTICES

REBEZEZFT-FTF=-A=-+—HLF
& RRRIEE T RIFAR AR A £
15 [ERERFRTA ([RXER
AR R 2 57 RIS HE TR SRS

During the year ended 31 March 2010, the Company was in
compliance with the code provisions as set out in Appendix
15: “The Code on Corporate Governance Practices” (the “"CG
Code”) of the GEM Listing Rules, except for the following:

24

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 endeavors to give 14
days’ advanced notifications of board meeting to the extent
practicable (Code Provisions A.1.3);

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);

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

No nomination committee was established to review the
structure, size and composition of the Board on a regular
basis (Code Provision A.4.4).
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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 2010.

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 2010.

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 was
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 eleven Directors including five
Executive Directors, two Non-Executive Directors and four
Independent Non-Executive Directors:

Executive Directors

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

Mr. WONG Ching Yip

Mr. MA Shui Cheong
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Non-Executive Directors

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

Independent Non-Executive Directors

Mr. KONG Tze Wing

Mr. HUNG Yat Ming

Mr. PAN Chik

Mr. WONG Ka Chun, Carson

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 this annual report under the
section headed "Biographical Information of Directors”.

Chairman and Chief Executive Officer

Ms. YIP Rossetti was appointed as the chief executive officer of
the Company upon Mr. YU Wai Ying, Sammy's resignation on 29
September 2009.

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 four Independent Non-Executive Directors are persons of
high caliber. 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 15 Board meetings held during the year.
Attendance of individual Directors at Board meetings held during

the year is as follows:

BAFHITES

MEBLIERNTESH RS EEM 2
AT BEBESENSTEERBZIL
B ABRENTESE VBB LEE
REHBATIR SBULIERTESS
“ﬁ'l‘f—EWK AELFERRE
MARNRRBHEZHBEIZER LR
EIJ%5.09{KIETZ§@4A1

B IFTEFWIFRIEE TR
HARNEEZTRAMIERERK

T LER HERBANBES=FF)
EME% R—IRe

EEZEE3d
EEeNFERNYRTHISAEE - F
MEENFAL %QE%ZZDT-

Number of attendance

Name of Director BEEnA o R &
Mr. QIN Hong (Note 1) B OREE(KEET) 0/7
Mr. WANG Fei (Note 2) T REE(HiE2) 0/7
Mr. JIJANG Jin Sheng (Note 3) ZEELE (HiE3) 0/7
Mr. KONG Tze Wing L FEREAE 14/15
Mr. WONG Yue Kwan, Alan TR LA 15/15
Mr. YU Wai Ying, Sammy RIEREE 9/15
Mr. WONG Ching Yip (Note 4) FIERESe & (B at4) 14/15
Mr. HUNG Yat Ming HEARRALE 13/15
Mr. IP Wing Lun (Note 5) %/ﬂ(ﬁm o (H1aE5) 9/11
Mr. WONG Chi Fai, Theodore (Note 5) BEESLAE (KiE5) 7111
Mr. PAN Chik (Note 6) & TBRAE (K1it6) 8/10
Mr. WONG Ka Chun, Carson (Note 6) BRELE (Hi76) 9/10
Mr. LAU Henry (Note 7) ZImESLAE (HaE7) 10/10
Mr. MA Shui Cheong (Note 8) I8 (HiEs) 0/0
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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. JIANG Jin Sheng was removed as Independent Non-Executive Director
of the Company on 4 September 2009.

4. Mr. WONG Ching Yip was appointed as Independent Non-Executive
Directors of the Company on 3 September 2008 and re-designated as
Executive Director of the Company on 13 May 2010.

5. Mr. IP Wing Lun and Mr. WONG Chi Fai, Theodore were appointed as
Non-Executive Directors on 10 August 2009.

6. Mr. PAN Chik and Mr. WONG Ka Chun, Carson were appointed as
Independent Non-Executive Directors on 4 September 2009.

7. Mr. LAU Henry was appointed as Executive Director on 4 September 2009.

8. Mr. MA Shui Cheong was appointed as Executive Director of the Company
on 13 May 2010.

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 B B

B

The Board is entrusted with an overall responsibility of devising BEEE@EWEZTBEH FEARFZK
the Company’s system of internal controls and conducting an -E‘ EEHE THEMAETFES
annual review of its effectiveness. This ensures that the Board & HE{RE E2REELE AL EEENE
oversees and monitors the Group’s overall financial position so BRI » SAARBERL BAPTEY F| 28 » B ES
that the interests of the shareholders are well protected and {2HIEBEAREE RS &1E 5
covered. The system of internal controls covers the areas of ESFTNEBEIES HEAER-
financial, operational, compliance and risk management of the

Group’s business.

With respect to procedures and internal controls for the handling B BBRIE & 3 IR EBH R E L 212 F
of and dissemination of price-sensitive information: N A EBEEYE -

1. the Group is fully aware of its obligations under the GEM 1. A&EEFED 7 HEAIER LT
Listing Rules; AT 2 & 1T

2. the Group conducts its affairs with close regards to the 2. ANEBEZYMKIEEZHTEH 2 B
“Guide on Disclosure of Price-sensitive Information” issued BRRERKEIES | BB ERE
by the Stock Exchange; and ﬁ% 54

3. through channels such as financial reporting and public 3. K’iliﬁLﬁﬂ%#ﬁiﬁ/ HER
announcements, the Group has implemented and disclosed B EOATHRAARERENM
its policy on fair disclosure by pursuing broad, non- 1265
exclusionary distribution of information to the public.

° /

EELIREBERAT | —E—T645% 29
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AUDIT COMMITTEE

The Company has established an audit committee (“Audit
Committee”) with written terms of reference in compliance
with Rule 5.28 and 5.33 of the GEM Listing Rules. The duties of
the Audit Committee include reviewing the Company’s annual
reports and quarterly financial reports and providing advice
and comments thereon to the Board. The Audit Committee is
also responsible for reviewing and supervising the Company’s
financial reporting and internal control procedures.

The Audit Committee comprises four independent non-executive
directors, namely Mr. KONG Tze Wing, Mr. HUNG Yat Ming,
Mr. WONG Ka Chun, Carson and Mr. PAN Chik. Mr. WONG Ka
Chun, Carson and Mr. PAN Chik were appointed on 4 September
2009. Mr. JIANG Jin Sheng was removed on 4 September 2009.
Mr. WONG Ching Yip was re-designated to executive director on
13 May 2010.

The Group's audited annual results for the year ended 31 March
2010 have been reviewed by the Audit Committee, which was
of the opinion that the preparation of such results complied with
the applicable accounting standards and requirements and that
the adequate disclosures have been made.

Three meetings were held during the year ended 31 March
2010. Attendance of the members is set out below:

BEREEY

RARBIEKRLBZEZES ([BZEE
=) WikalI R LT AIE5.28%
S33MEAEMPAEBEERE - FZE
EeRERREMARRFTHREETE
MsHRE  UitmEZESESREER K
ER-BZZEENAERNTUEER
NEBRE RN EIERRT -

ERZBEemNEBEYIIFRNTESTME
B Rl T T AR A KB E
BERERAELENEBELE -BREELER
BRAELENR -_ZZENFNAANAE
RE-ZELARER _TTNFNLAN
kg  EIEEESEANR T —TFH
AT=HRERHITES-

AEERHE—_ZTE—ZTF=A=1+—H
HFEZEEREFERDLREZ
ZESEHN -BRZECRA “%FXE
BrREFAERZETERMRE
WEEHEE 2 & -

BE_Z-ZTF=-A=1+-RALEE
BRITZRNEE - BB 2 HERHS
LN

Number of
Audit Committee Member attendance
EREEERE IR &
Mr. JIANG Jin Sheng (Note 1) ZHESE (KaET) 0/3
Mr. KONG Tze Wing T FeREE 3/3
Mr. HUNG Yat Ming =R 3/3
Mr. WONG Ching Yip (Note 2) FIERESE & (Bat2) 3/3
Mr. PAN Chik (Note 3) & BN AE (KiE3) 2/3
Mr. WONG Ka Chun, Carson (Note 3) BEREILAE (KiE3) 3/3
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Note:

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

2. Mr. WONG Ching Yip was re-designated as Executive Director on 13 May
2010.

3. Mr. PAN Chik and Mr. WONG Ka Chun, Carson were appointed as
Independent Non-Executive Director on 4 September 2009.

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 four Independent Non-Executive
Directors, namely, Mr. HUNG Yat Ming (as the chairman of the
Remuneration Committee), Mr. KONG Tze Wing, Mr. PAN Chik
and Mr. WONG Ka Chun, Carson.

During the year under review, no Remuneration Committee
meeting has been held.

fit -

1. EEARER-TENFAANARESR
RRBZEUIFTES -

2. FTEBAAR-_ZT-TFRAT=BHH
ERBTES-

3. BEAAEREFREER-_FTEAFNA
MAEZERBIIFNITESE-

REES

REBREZFESR B ME
BALTZERE TR TIEER BE
N NBRET BRRRERERE
R,/ SEME R 25

N AR EEEERARTERIE
REMBEFTE 2 NE - AR FR

B EXIERERE -

EEMNS

KRBR-_ZEZERFL+A-+HEHK
vYEMEZEE ([HFMEE=]) -

FMEZEeT 2R B HRARE ZFHM
HERNEFSRHEBER ANUE
mEAERSE-FHEE SR AN
FBUIFRITESFAN BHEAAH
EE(RFMEZEESIE) IFRE
EORBREERERE L

REIREEE - $0IE B 885 BRER
Tt T

EEHmEEsRAT | —=—z4® 31



Corporate Governance Report

TREREHE

32

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 note 30 to the
financial statements. Details of the Directors’ remuneration are
set out in note 12 to the financial statements.

AUDITOR’'S REMUNERATION

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

ARAR-_ZEZ-F—-A+HBRKE®R
—Iﬁﬁﬁﬂx%ﬁiﬂ BREEEER
SERAMBERTIMNSERSEE
(’@%%%)&Hﬂﬁ%ﬂﬂ% ERESY
AEBELER 2 R @R -

BRBREG S ZFBER M B ®mE
ME30 - BRAEZME 2 FIFHN Y
BRI TE12

B ET =

REBEER - B BA D M AR
2 BRRS R IEERRE 2 B 8
mF

Fee paid/payable

Services rendered Frig AR 75 e ENEHR
HK$'000
BB T
Audit services EiT R 850
Non-audit services IR AR5 80
DIRECTORS’ RESPONSIBILITIES FOR THE EEYHEBRR2ZET

FINANCIAL 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 presenting the quarterly and annual financial statements,
and announcements to shareholders, the Directors aim to
present a balanced and understandable assessment of the
Company'’s position and prospects.

The Directors’ responsibilities in preparing financial statements
and the auditor’s responsibilities are set out in the Auditor’s
Report on pages 33 to 36 of this annual report.
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Independent Auditor’s Report
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|IBDO

EEE 1 +852 2541 5041
+852 2815 2239

BE:

Tel : +852 2541 5041
Fax: +852 2815 2239
www.bdo.com.hk

25t Floor Wing On Centre
111 Connaught Road Central

Hong Kong
EETHER1115R
kZHi2518

www.bdo.com.hk

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

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 37 to 131, which comprise the consolidated and
company statements of financial position as at 31 March 2010,
and the consolidated statement of comprehensive income,
the consolidated statement of changes in equity and the
consolidated statement of cash flows 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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AUDITOR'S 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 2010 are borrowings of
approximately HK$23,090,000 and HK$13,691,000
respectively due to several parties. Included in the finance
costs in the statements of comprehensive income of the
Group and the Company for the year ended 31 March 2010
are accrued interest expenses of approximately HK$277,000
and HK$219,000, respectively based on the amounts
due and the applicable interest rates. However, as further
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 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 and
interest expenses were fairly stated, which would have a
consequential significant effect on net current liabilities and
net liabilities of the Group and the Company as at 31 March
2010, their losses for the year then ended and the related
disclosures in the financial statements.
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(2 FRBEKEREEZERTH

(2) Material uncertainties relating to going concern

basis

As further 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.

The Group had net current liabilities of approximately
HK$93,588,000 and net liabilities of approximately
HK$386,418,000 as at 31 March 2010, 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 approximately HK$71,026,000 and net liabilities of
approximately HK$323,925,000 as at 31 March 2010, 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 end of
reporting date.

The material uncertainty with regard to whether or not the
Measures are successfully implemented is so fundamental
that it casts significant doubt about the ability of the Group
to continue as a going concern. Our opinion is qualified in
this respect.

Should the going concern assumption be inappropriate,
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.
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DISCLAIMER OF OPINION: DISCLAIMER ON VIEW #ERH%XSER HHBHRR2EHE
GIVEN BY FINANCIAL STATEMENTS EEBERER

Because of the significance of the matters described in the HRNREEREEBEMM 2 1A
basis for disclaimer of opinion paragraph, we do not express REA RITARBERMFEHMEELIEL
an opinion on the financial statements as to whether they give &EMBHEENEE LA TR
a true and fair view of the state of affairs of the Group and of ¥ E&EEBE Kk ERAAR_-ZT—TF
the Company as at 31 March 2010 and of the Group’s lossand Z=A=+—BZ#BRKAKL EEE
cash flows for the year then ended in accordance with Hong #HEZHBHILFEZEBEIRESRE
Kong Financial Reporting Standards, and as to whether these NURZEMHHEESDERRBREER
financial statements have been properly prepared in accordance  AH&PI 2 #5547 5F h 2 & R & & X
with the disclosure requirements of the Hong Kong Companies = & °

Ordinance.

BDO Limited BBV EEREIMEEMERAR
Certified Public Accountants HEDI A

Choi Man On BY&

Practising Certificate number P02410 WEFEERIP02410

Hong Kong, 21 June 2010 B —ET-FTFRA=+—H
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SAREARBE . -

—FE= = —HILFE

B
2010 2009
—E-FF —ZETNF
Notes HK$'000 HK$'000
M it BT T BT T
Turnover R 7 35,108 31,490
Cost of sales HEK A (55,060) (51,281)
Gross loss EEESH (19,952) (19,791)
Other revenue and Hil A K
other net gains H {7 F Uz 8 8,401 2,334
Distribution costs BT A (10,788) (518)
Administrative and other THRHEMEERX
operating expenses (23,022) (22,791)
Loss from operations REFEE (45,361) (40,766)
Finance costs B 7§ A% A5 9 (20,721) (25,274)
Loss before income tax BRETSBLATE 18 10 (66,082) (66,040)
Income tax e 11 2,339 1,580
Loss for the year FEESE (63,743) (64,460)
Other comprehensive income HftZ2HEK A - -
Total comprehensive income HFEZ2HEW AL
for the year (63,743) (64,460)
Loss for the year and total FEBBEREQT
comprehensive income for BEAEBRLEE
the year attributable to ZEEBA
owners of the Company B 14 (63,743) (64,460)
Dividend KA - _
Loss per share BREE 15
Basic and diluted BEARR#E (5.03 centsfll)  (6.50 centsfll])
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mEMBRRR e vesr s

I
2010 2009
—E-FHF —ETNF
Notes HK$'000 HK$'000
K1 it BT T BB TF T
ASSETS AND LIABILITIES EEREE
Non-current assets FREBEE
Property, plant and equipment 1% BB K & 15 16(a) 3,162 2,257
Leasehold land HE i 16(b) 112 115
Interest in an associate R— R E QR R 18 — -
3,274 2,372
Current assets RENEE
Inventories FE 19(a) = -
Trade and other receivables B NHMEWRE 20 8,623 7,840
Cash and cash equivalents RekReFEEE 27 5,627 235
14,250 8,075
Current liabilities REBEE
Borrowings BE 24(a) 71,736 60,218
Convertible note AR ER 25 1,914 37,131
Trade and other payables B hEMENKE 22 22,098 26,769
Taxation T1E 23(a) 12,090 12,274
(107,838) (136,392)
Net current liabilities REBEEFEE (93,588) (128,317)
TOTAL ASSETS LESS CURRENT EEHAHERAH
LIABILITIES =K (90,314) (125,945)
Non-current liabilities kRBEE
Borrowings BE 24(a) 296,095 237,412
Deferred tax liabilities BEFRIEEE 23(b) 9 2,348
(296,104) (239,760)
NET LIABILITIES BEFEHE (386,418) (365,705)

38
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mEMBRRR e vesrs

B0 T
2010 2009
—E-BF —ETNF
Notes HK$000 HK$000
kA BT T BB T
CAPITAL AND RESERVES BEARRREE
Share capital iz 26 97,584 49,584
Reserves i (484,002) (415,289)
CAPITAL DEFICIENCY BARE 4 (386,418) (365,705)

Approved and authorised for issue by the Board on 21 June WRZE—ZTFNA-_t+—HEZEZFZ

2010. B R P 1) 3 o
MA Shui Cheong WONG Ching Yip
- g= T IFEE
Director Director
EF -
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BIBEMRRR soeeenrs

I
2010 2009
—E-FF —ETNF
Notes HK$'000 HK$'000
K1 it B TF T BT T
ASSETS AND LIABILITIES EEREE
Non-current assets kRBEE
Interests in subsidiaries NS NGIE Fa 17 — -
Current assets RENEE
Other receivables H b & W Fk 1B 20 552 -
Cash and cash equivalents RekReFEEE 27 - 15
552 15
Current liabilities REBEE
Borrowings TEE 24(a) 62,692 50,925
Convertible note Al AR iR 25 1,914 37,131
Other payables H h & 1~ KB 22 5,153 4,025
Amounts due to subsidiaries NN NGIE S 17 1,819 -
Taxation HiIB 23(a) - 184
(71,578) (92,265)
Net current liabilities REBEEFHE (71,026) (92,250)
TOTAL ASSETS LESS EEABERRBAE
CURRENT LIABILITIES (71,026) (92,250)
Non-current liabilities kRBEE
Borrowings BE 24(a) 252,890 195,725
Deferred tax liabilities REHIBEE 23(b) 9 2,348
(252,899) (198,073)
NET LIABILITIES BEFE (323,925) (290,323)
CAPITAL AND RESERVES EXK#E
Share capital IR AR 26 97,584 49,584
Reserves {1 27(b) (421,509) (339,907)
DEFICIENCY IN CAPITAL EARE 4 (323,925) (290,323)

40

Approved and authorised for issue by the Board on 21 June

2010.

MA Shui Cheong

I% ﬁ‘i E
Director

EF
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COﬂSOlidated Statement Of Changes in EqUity For the year ended 31 March 2010
%é%éﬁﬁi BE_F—FF=A=+—HIFE

Attributable to owners of the Company

KAREAAES
Convertible
Share Share  note equity Shareholders’ Merger Exchange Distributable Accumulated
capital premium reserve  contribution reserve reserve reserve losses Total
TRREE it
B REEE BHGE RRILE RbiRE ERRE AR 2RER &zt

HKS000  HKSO00  HKSOO0  HKSUOO  HKSOOO  KKSOOO  HKSOOO  HKSOOO  HKSOO0O
ARTT  EETT EETT EETn BETn ERTn BRI EETT BRI

At 31 March 2008 and WZZEEN\F=A=1-H
at 1 April 2008 ER-ZENFNA-A 49,584 127,764 18,520 72,894 121,914 43 231,340 (923,304) (301,245)

Total comprehensive income ~~ FE2AMRA

for the year ag - - - - - - - (64,460) (64,460)
Deconsolidation of subsidiaries 414 M B AR E - - - - (121,914) - - 121914 -
At 31 March 2009 and RZZENEZA=1—H

at 1 April 2009 FRZZENENA—H 49,584 127,764 18,520 72,894 - 43 231,340 (865,850 (365,705)

Total comprehensive income ~ FEZEMRA

for the year k] - - - - - - - (63,743) (63,743)
Conversion of convertible note B Al AR Z 1 48,000 12,809 (17,779) - - - - - 43,030
At 31 March 2010 RZZ-ZF=f=1+-H 97,584 140,573 74 72,894 - I} 231,340 (929,593) (386,418)
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CO“SOIidated Statement Of CaSh FIOWS For the year ended 31 March 2010
%_:\QIE:%;}I\T:%% BE_F—FF=A=+—HIFE

e
2010 2009
—E-Z2F —EENF
Notes HK$’000 HK$°000
igza BT T B F T
OPERATING ACTIVITIES REEK
Loss before income tax bR ETIS T A8 (66,082) (66,040)
Adjustments for: FE
Depreciation e 1,202 1,468
Amortisation of land lease HE (B
premium i 3 2
Finance costs U 30N 20,721 25,274
Provision for/(reversal of) H 5 W FIR
impairment loss on trade IEEBEE
receivables (#mE) 278 (574)
Imputed interest income on HMmEEZ#HE
other borrowings FEMA (6,000) -
Reversal of other HEMENFKIEZ
payables B [l (850) (1,068)
Gain on disposal of property, HEME  HE &
plant and equipment A2 W (6) -
Impairment on property, plant M- B &
and equipment R RE - 1,140
Write down of inventories WoRFE - 297
OPERATING LOSS BEFORE EEESHBAIZ
CHANGES IN WORKING REBE
CAPITAL (50,734) (39,501)
Decrease in inventories FERD - 99
Increase in trade and other 5 K A th E UL
receivables FRIEE N (1,061) (1,474)
Decrease in trade and other g 5 KA At S
payables FIER D (3.821) (5,528)
CASH USED IN OPERATIONS ¥BMEAZESE (55,616) (46,404)
Interest paid ERFE (121) (2,520)
Tax paid BT IE (184) -
NET CASH USED IN RETEFERZ
OPERATING ACTIVITIES BB (55,921) (48,924)
INVESTING ACTIVITIES REXK
Payment for the purchase BAME BER
of property, plant and w2
equipment N (2,107) (320)
Proceed for disposal of HEME  KBEK
property, plant and REFIE
equipment IE 6 -
NET CASH USED IN REEBHEAZ
INVESTING ACTIVITIES HeFHE (2,101) (320)
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conSOIidated Statement Of caSh FIOWS For the year ended 31 March 2010
%QEE:%%Z}E%% BE_F—FF=A=+—HIFE

B B
2010 2009
—E-F5F —ETNF
Notes HK$000 HK$'000
K1 it BETF T BB TF T
FINANCING ACTIVITIES e
Increase in other borrowings H A {85 18 0 67,903 75,194
Repayment of other EiE H
borrowings BE (4,489) (26,280)
NET CASH GENERATED FROM ®IEXKEL>
FINANCING ACTIVITIES HEFH 63,414 48,914
INCREASE/(DECREASE) BehBEESEEEHR
IN CASH AND CASH #hn,
EQUIVALENTS (RA) 5,392 (330)
CASH AND CASH REAZRER
EQUIVALENTS AT BEZEE
BEGINNING OF YEAR EH 235 565
CASH AND CASH REXRZBEER
EQUIVALENTS AT END OF REEE
YEAR 18 B 21 5,627 235
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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 disclosed
in the corporate information section of the annual report.

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

The principal activities of the Company and its subsidiaries
(collectively referred to as the “Group”) are the publication
of newspapers, magazines and books.

At 31 March 2010, the directors consider Strategic
Media International Limited (“Strategic Media”), which
is incorporated in the British Virgin Islands is the ultimate
holding company and a substantial shareholder of the
Company.

BASIS OF PRESENTATION

The Group sustained consolidated loss for the year and total
comprehensive income for the year attributable to owners
of the Company of approximately HK$63,743,000 (2009:
approximately HK$64,460,000) for the year ended 31 March
2010. At 31 March 2010, the Group had consolidated
net current liabilities and net liabilities of approximately
HK$93,588,000 (2009: approximately HK$128,317,000)
and approximately HK$386,418,000 (2009: approximately
HK$365,705,000), respectively.

SMI Publishing Group Limited | Annual Report 2010
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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:

(@) the directors plan to seek financial support from
Billion Wealth (as defined in Note 24(a)(iii)) to provide
adequate funds for the Group to meet its liabilities as
they fall due, both present and future;

(b) the directors have identified and have been negotiating
with Billion Wealth for proposed capital injection
arrangements; and

(c) 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 Financial Statements r e eor ended 31 wereh 2010
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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.

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs")

The Group has adopted the following new/revised HKFRSs
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA") that are effective for the current
accounting period:—
HKFRSs (Amendments) Improvements to HKFRSs issued
in 2008, except for the
amendment to HKFRS 5 that
is effective for annual periods
beginning on or after
1 July 2009

HKFRSs (Amendments) Improvements to HKFRSs issued
in 2009 in relation to the
amendment to paragraph 80

of HKAS 39

Presentation of Financial
Statements
Borrowing Costs

HKAS 1 (Revised)

HKAS 23 (Revised)

SMI Publishing Group Limited | Annual Report 2010
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3. RMBEERUMBHREER ([F
EMBHRELER]) (&)

3. ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs")

(Continued)
HKAS 32 and 1 Puttable Financial Instruments e hEERIAR
(Amendments) and Obligations Arising on ERNHRRER BREECEM
Liquidation CHES
HKFRS 1 and HKAS 27 Cost of an Investment in a EEUBREEL R-HMBAR &
(Amendments) Subsidiary, Jointly Controlled FIRRERG T’*%‘J,ﬁ%j@ e
Entity or Associate STERIE275R RIZ BB R
- HES
HKFRS 2 (Amendment) Vesting Conditions and ERMBREER BIEHREUE
Cancellations F25% (BEIX)
HKFRS 7 (Amendment) Improving Disclosures about EAMBREELN SRIAREHE
Financial Instruments R (BEIX)
HKFRS 8 Operating Segments EEMBREREL K298
EX
HK(IFRIC) — Interpretation Embedded derivatives B (BB NETETA
9 and HKAS 39 HEREZES)
(Amendments) -2EEH K
BA gL
F39% (BFT4)
HK(IFRIC) Customer Loyalty Programmes B8 (BRMBRE BPAHHE
— Interpretation 13 2BZE®)
-RBE135%
HK(IFRIC) Agreements for the BE(BARUBERE FHERERZ
— Interpretation 15 Construction of Real Estate 2EZEg)
-REE15%
HK(IFRIC) Hedges of a Net Investment in a B8 (BRMERSE BHEBREFE
— Interpretation 16 Foreign Operation 2BZE®) Eape
-REZ16%
HK(IFRIC) Transfers of Assets from % (BBRSKHRE BEFEREE
— Interpretation 18 Customers 2EZEg)

-2EE18%

EXHREBRBRAF | —F—

TEFR
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ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs")
(Continued)

The adoption of the above new/revised HKFRSs had no
material effect on the reported results or financial position
of the Group for both the current and prior reporting
periods, except for certain presentational change as a result
of adopting HKAS 1 (Revised). Comparative figures have
been restated or included in these financial statements in
order to achieve a consistent presentation. The statements
of financial position, previously known as balance sheets, at
the beginning of the year ended 31 March 2009 have not
been presented as there were no changes to the originally
published statements.

The following new/revised HKFRSs, potentially relevant to
the Group’s operations, have been issued but are not yet
effective and have not been early adopted by the Group.

HKFRSs (Amendments) Amendment to HKFRS 5 as part

3.

RMBBMBREED ([F
EMBREEA]) (F)

Ry LA RETBRRT
WEERNEAEE B A LB ER
L IDPASESE S 32839
VEEATE HERRABES
EANEVR (RET)ERZ2ET
EREALZEERIN - LLRHF
REBIIHBAZFTMHRE - A
EYHZERTA -HE-TT
NE=ZA=+—HILFEMNZH
BARAKR (B AEEREBER)IL
B2 REARRD T2 HRAL
BT -

AT AEAREBEGELBERR
W]/ IRIET BB BRE
R FERE D EMERARE
R AN SR B TR R TR B SRR 2
{l o

\[II] NS

BRMBREEN BEMBREEAES

of Improvements to HKFRSs (BIA) FZ B EREE
IR E R 2 o
— &
HKFRSs (Amendments) Improvements to HKFRSs 2009 2 ERMBREEN —SEAFHBENE
(B3IXK) WEER 2 B
HKFRSs (Amendments) Improvements to HKFRSs 2010 ? ERAMBREEN —T-SEHEENE
(B7IXK) WEER 2y
Amendments to HKFRS 2 Share-based Payment — Group EAMBREEN ROINFE-£82
Cash-settled Share-based FLRZEF] ReEERH %N
Payment Transactions RER 5
HKAS 27 (Revised) Consolidated and Separate el RERBUNBREK
Financial Statements ’ F27% (&183])
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I T
3. ADOPTION OF HONG KONG FINANCIAL 3. RMNERBMBREEAN([F
REPORTING STANDARDS (“HKFRSs") RRBHREEN]) (&)
(Continued)
HKFRS 3 (Revised) Business Combinations EEMBREEL bEAH
3% (KE:T)
HK(IFRIC) Distributions of Non-cash Assets FE(ERTER REAADEERS
— Interpretation 17 to Owners ’ EREZE®) BE
-ZBE TR
HK(IFRIC) Extinguishing Financial Liabilities % (BBRHER ARATAZHENE
— Interpretation 19 with Equity Instruments ® tREZEg) B
—REE19%
HKAS 24 (Revised) Related Party Disclosures ¢ e BEALTRE
245, (K153])
HKFRS 9 Financial Instruments 7 BANBREEY SRMIA
F9%
Effective date: Eve=F- N
' Effective for annual periods beginning on or after 1 July 2009 T RZEFZAFEA—HEUERFEZ
F JZ B ] £ 3%
2 FEffective for annual periods beginning on or after 1 July 2009 and 1 2 R-IFFNFLA-HARZF—FF
January 2010, as appropriate —H—H (é@/ﬁﬁﬁ’ﬁm);@b( % B 15
Z B AR
3 Fffective for annual periods beginning on or after 1 July 2010 and 1 P ORCE-FFELH AR -FE——4F
January 2011, as appropriate —H—H (RIEXME) 2L £ F1g
2 FERE A
4 Fffective for annual periods beginning on or after 1 January 2010 4 ROIFE-FF-FAHIUEREZ
F 5B £ 5%
5 FEffective for annual periods beginning on or after 1 July 2010 s R-F—FFELH— AU EFHIEZ
F B B[] 43X
& Effective for annual periods beginning on or after 1 January 2011 ¢ ROF——F—A—HIUERFIEZ
F JZ B £ 3%
7 Effective for annual periods beginning on or after 1 January 2013 7 RIEFE—=F—A—HIKERRZ
F[F R £ 3L
The Group is in the process of making an assessment of rE .L—tﬂﬂéﬁ EMR]EIERT
the potential impact of these new/revised HKFRSs and the ERMEWMERNBELE T
directors so far concluded that the application of these new/ EEHA wuﬁf}EﬁH REIR] K
revised HKFRSs will have no material impact on the results {ER] &M 5 HRE LT T &Y
and the financial position of the Group. ARBZRERABARRENE
j:E/ §E|3
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4. SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

(o)

Statement of compliance

These financial statements have been prepared in
accordance with all applicable HKFRSs, accounting
principles generally accepted in Hong Kong and the
disclosure requirements of the Hong Kong Companies
Ordinance. In addition, the financial statements include
applicable disclosures required by the GEM Listing
Rules.

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
statement of comprehensive income 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.

SMI Publishing Group Limited | Annual Report 2010
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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 statement of financial position 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.

4. TESFHER (#)

(d) HELQF

(e)
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(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
statement of financial position 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 4, FTESFTEER (8&)

(Continued)

(f) Property, plant and equipment f) ¥ -BERKE

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 the end of each reporting period, the Group
reviews the carrying amounts of the following assets
to determine whether there is any indication that
those assets have suffered an impairment loss or an
impairment loss previously recognised no longer exists
or may have decreased:

e property, plant and equipment/investment property
under cost model;

e J|easehold land; and

e interests in subsidiaries and associate.

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.
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4. SIGNIFICANT ACCOUNTING POLICIES

4. TESFHER (&)

(Continued)

(h) Impairment of assets excluding goodwill

()

(Continued)

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.

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 timeframe established by the
market concerned.

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

(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 initially
measured at fair value plus transaction costs that
are directly attributable to the acquisition of the
financial assets. Subsequent to initial recognition,

(h) EE (BB 2RE

()

(%)

fRBE R RN R D BE
(R ELEN) ZFREE
RigE A r Ol &5z &8
FIfARTE - MBI 2 BREET
SHANEFEEE (HRe
EAEN) KRB HARERE
IR EEEE < BRE{E - R A&
IR E AN N E s AR TR o

MBEE

RIS (BRAGTIREZR
REAER BB ™S HIR] 2
RARMN) EEVBEER -

MBEEER RS HERX
ARETER -

AEBUWBEEDBRRE
TR B R IE o

() BERKEWRIAE

BEBRIFENZTAL
BHEERMERECLE
FRERREF  EREHEM
EWRIBED BASER K
JE WK » B 3R K FE UK
B ZE R EBEME
BUBEECEERS

they are carried at amortised cost using the PRANET £ o ) P HERIE -
effective interest method, less any impairment. HERAEBEBRMNEXRE
Interest income is recognised by applying the 8 B ZN H1 BR 1 1] R (B 7]

effective interest rate, except for short-term
receivables when the recognition of interest would
be immaterial.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i) Financial assets (Continued)
(ii) Impairment of financial assets

Financial assets are assessed for indicators of
impairment at each reporting 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 assets,
the estimated future cash flows of the investment
have been impacted.

Obijective evidence of impairment could include:

significant financial difficulty of the issuer or
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.
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4. SIGNIFICANT ACCOUNTING POLICIES 4, FTESFTEER (8&)

(Continued)

MBEE (&)

(i) Financial assets (Continued) (i)

(i) ¥BEEZRE (&)

(ii) Impairment of financial assets (Continued)

If any such evidence exists, the impairment
loss is measured as the difference between the
assets’ 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.

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 assets’
carrying amount exceeding that which have
been determined had no impairment loss been
recognised in prior years.
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4. SIGNIFICANT ACCOUNTING POLICIES 4, FTESFTEE (8&)

58

(Continued)

(i) Financial assets (Continued)

(i)

(iii)

Impairment of financial assets (Continued)

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

() ¥HEE (F)

(i)

MBEEZRE (F)

MEBBEEENEHEE
EEMOR > 1 AT 1B
REWIFEEEHE
2 B BN B At WK IR
FER 2 BB TRRR SN - 2
LR T - RERBEE R
SRBEIRCEE - A K
1= 4 M [ 15 O A& i R
- \ATRKE 2%
S EZERERE SRR
Fh A - 3 7 O A B R
FERBRER MR
B o fidl 2 AT B BB RRIORR
ZHAERR D RIBRE
AR B AR - B

recoveries of amounts previously written off directly RoHMEH RARZIK
are recognised in profit or loss. [B] 5t Al B £ #i 85 < 3R 18

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.
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4. SIGNIFICANT ACCOUNTING POLICIES 4, TESTEX (&)
(Continued)
(i) Financial assets (Continued) (i) BBEE (&)
(iv) Derecognition of financial assets (iv) ZBIEBRAMBEE
The Group derecognises a financial asset only when WMAEEBEEERER
the contractual rights to the cash flows from the B M E ZE KRR fE
asset expire; or it transfers the financial asset and gfWm R —BERBEEY
substantially all the risks and rewards of ownership BEENZEEMARE
of the asset to another entity. If the Group neither ZARBRER S b K B3 -
transfers nor retains substantially all the risks and All & 42 - HER % A B 7%
rewards of ownership and continues to control BE -WASERMEEE
the transferred asset, the Group recognises its MEREBFEEEEM
retained interest in the asset and an associated BEREZBRHBDER R
liability for amounts it may have to pay. If the BRI A A=
Group retains substantially all the risks and rewards AXEEERRNZE
of ownership of a transferred financial asset, the EZREERNAGA
Group continues to recognise the financial asset X2 EEEE- MAE
and also recognises a collateralised borrowing for EREMEEVEEE
the proceeds received. Fi B 1 2 8 K& 7 = e
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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.

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)

(iv) 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.

(v) 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 end of reporting period, 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 statement of comprehensive
income 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 at the end
of the reporting period.
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4. SIGNIFICANT ACCOUNTING POLICIES 4, FTESFTEHE (8&)

(Continued)
(n) BiE (&)

(n) Taxation (Continued)

(ii) Deferred tax (i) ELERIE

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 reporting 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 4, TESTEX (&)
(Continued)
(n) Taxation (Continued) (n) BiE (&)
(i) Deferred tax (Continued) (i) EEERIE (F)

Deferred tax liabilities are recognised for taxable BRIEREBE A ZHZY
temporary differences arising on investments in RFERBoROBZYK
subsidiaries and associate, except where the Group EHAEAERREKRTE
is able to control the reversal of the temporary e BRIEEHIBEEE
difference and it is probable that the temporary RME AR REEE R
difference will not reverse in the foreseeable RIZIREFTEE ZER
future. Deferred tax assets arising from deductible T BB ZE R T DARE AR o B
temporary differences associated with such ZEREMRBA 2 PR
investments are only recognised to the extent that ERNEZEEMEAZERL
it is probable that there will be sufficient taxable MIBEER BHEA

profits against which to utilise the benefits of the 2 %9 & AR A s A AT A A
temporary differences and they are expected to REREREHE 2N
reverse in the foreseeable future. I BRI T8 R A R KA

VAT [0 BF i 3R o
Deferred tax assets and liabilities are measured REREEERABRETD
at the tax rates that are expected to apply in the BERBEHRRESET
period in which the liability is settled or the asset FIABEEEBITHRE
realised, based on tax rates (and tax laws) that (MM ERE) A% HME
have been enacted or substantively enacted by the (EBEWMBEEREER
end of the reporting period. The measurement of BN ) TR HARYE A B X
deferred tax liabilities and assets reflects the tax KEtE RIERIBBRER
consequences that would follow from the manner BEMTERERBASE
in which the Group expects, at the end of reporting FERMEHRRHE
period, to recover or settle the carrying amount of IERBEHEERBE
its assets and liabilities. REER 7 A R R
MU #E R o
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4. SIGNIFICANT ACCOUNTING POLICIES 4, FTESFTEHER (8&)

(Continued)
(n) BiE (&)

(n) Taxation (Continued)

(i) Deferred tax (Continued) (i) EEERIE (F)
EEBEEERBER
BIREEF BB E
BEREANBHREEE
s Ne B [E] — TR IS M A 1
W2 FratiA @ RA
SERLZFHREELS
HEBHIBEERA R
B AR 88 -

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 (o) &
The individual financial statements of each group entity
are presented in the currency of the primary economic
environment in which the entity operates (“functional BN 2E® ([Theeg®]) 5
currency”). For the purpose of the consolidated ToREREaMBmMEME &
financial statements, the results and financial position EREER 2 EERTBER

BEKEER @R M H R
KNEREBEZMERLEHER

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.
Monetary items denominated in foreign currencies are
retranslated at the rates prevailing at the end of the
reporting period. 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 4, FTESFTEER (8&)

(Continued)
(o) Foreign currencies (Continued) (o) she& (&)

P Z RN ELHARE
A RER - LA T B IEHIS :

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

- exchange differences which relate to assets under - BREBARKREEFEAZ
construction for future productive use, which are TREECELEZBEE
included in the cost of those assets when they are RBIINEEBEZFEK

R B EHERETS

regarded as an adjustment to interest costs on

foreign currency borrowings; FTARFEEE KA

-~ exchange differences on transactions entered into — REHETINE R
in order to hedge certain foreign currency risks; RIURGZERZER K&
and

- exchange differences on monetary items receivable — WS ERN—IERINE
from or payable to a foreign operation for which B EWIEREN Z5 -
settlement is neither planned nor likely to occur, EHEBETEIEE M

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

BT KRAIGERLE BB
BINEBFRE 2 — &
7 AR S 25 1 D RE R

EREEFRERNIE
T NHERR

on disposal of the net investment.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(o)

(p)

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 end of
the reporting period. 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 recognised in other comprehensive income
and accumulated in equity as exchange reserve. Such
translation differences are recognised in profit or loss in
the period in which the foreign operation is disposed
of.

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 the end of the reporting period,
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.

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.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(q) Equity-settled share-based payment

(r)

(s)

transactions (Continued)

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 the
end of each reporting period.

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.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(s) Leases (Continued)

()

As lessee

Assets held under finance leases are initially recognised
as assets at their fair value or, if lower, the present value
of the minimum lease payments. The corresponding
lease commitment is shown as a liability. Lease
payments are analysed between capital and interest.
The interest element is charged to profit or loss over
the period of the lease and is calculated so that it
represents a constant proportion of the lease liability.
The capital element reduces the balance owed to the
lessor.

The total rentals payable under the operating leases are
recognised in profit or loss on a straight-line basis over
the lease term. Lease incentives received are recognised
as an integrated part of the total rental expense, over
the term of the lease.

The land and buildings elements of property leases
are considered separately for the purposes of lease
classification.

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.

()

(ii)

(iii)

(iv)

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

Advertising revenue is recognised on the relevant
publication date of the Group’s newspapers and
magazines.

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.

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

Services income is recognised when the services are
provided.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(v) Barter transactions

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)

(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
REZEERR (&)

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

(b) W% BMERZERESE

(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 end of reporting period,
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)

(c) 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
collectability and aging 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.

SEGMENT INFORMATION

The Group determines its operating segments based on the
reports reviewed by the chief operating decision-maker that
are used to make strategic decisions.

The Group operates one business segment, which is the
publication of newspaper, magazines and books and
therefore, no further business segment analysis is presented.

All operating assets and operations of the Group during the
years ended 31 March 2010 and 2009 were substantially
located and carried out in Hong Kong.

The Group's revenue from external customers is principally
derived from its operations in Hong Kong. The Group's
customer base is diversified and there was no customer
with whom transactions have exceeded 10% of the Group's
revenue.
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B I
7. TURNOVER 7. EXH
Turnover, which is also revenue, represents the gross EEEEE - TREIRA - e E R R e
proceeds received and receivable derived from the sales of WEBHERE MAEREEZR
newspapers, magazines, books and advertising income and HARBESWALRE  Z85 0|
are summarised as follows: i
2010 2009
—E-FF —ETNEF
HK$'000 HK$000
BT T BT T
Sale of newspapers, magazine HEME MRk
and books =2 18,753 21,054
Newspapers and WERMGEES
magazine advertising income WA 16,355 10,436
35,108 31,490
Included in newspapers and magazine advertising WEREFERESWRABRRTA
income is an amount of approximately HK$3,500,000 & B A A 3,500,0007T
(2009: approximately HK$1,152,000) in respect of barter (ZEZTNF:4%8%1,152,000
transactions entered into during the year. T Z A B M2 X5 e
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I B
8. OTHER REVENUE AND OTHER NET GAINS 8. HMtWARHMFEWE
2010 2009
—E-EF —TENF
HK$'000 HK$°000
B F T B For
Other revenue: H A WA -
Reversal of other payables 18 [0] L {th & < RIE 850 1,068
Reversal of impairment loss B & 5 W R IE
on trade receivables BIEEE - 574
Imputed interest income HMEEZHE
on other borrowings MEHKA
(Note 24(a)(iii) (Bt at24(a)i)) 6,000 -
Sundry income MIBWA 1,545 692
8,395 2,334
Other net gains: oS s
Gain on disposal of property, HEME  KBE K
plant and equipment w2z W 6 -
8,401 2,334
9. FINANCE COSTS 9. MHBHRA
2010 2009
—E-=F —ZETNF
HKS$'000 HK$°'000
BT T BT T
Interest on bank borrowings RAEFAEH
wholly repayable within five years fﬁfﬂiatféfﬂ 1 1
Interest on other borrowings BArEEEZ
wholly repayable: HiEENE -
within five years RAFA 9,998 12,696
after five years RAF% 2,909 2,998
Effective interest expenses AR RR 2
on convertible note BB E R
(Note 25) (B15t25) 7,813 9,579
20,721 25,274
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10. LOSS BEFORE INCOME TAX

Loss before income tax is arrived at after charging/

10. FREF BB RIS IR

BRPRS B AT B IO & MR (5

(crediting): A) THIBIREE
2010 2009
—E-ZF —TTNF
HK$000 HK$000
BT T BT T
Auditor’s remuneration ZE NN & 850 800
Depreciation (Note 16(a)) e (Kiati16(a)) 1,202 1,468
Amortisation of land lease premium HE T b E 5
(Note 16(b)) (K1aF16(b)) 3 2
Provision for/(reversal of) impairment & 5 & Yt X IE B (B
loss on BRBE
trade receivables (#mE)
(Note 20(b)) (HtzF200)) 278 (574)
Impairment loss on property, plant M- BEREEZ
and equipment BB EE
(Note 16(a)) (Htit16(a)) - 1,140
Employee benefit expenses (including 1 B & Ff X
directors’ emoluments) (BIEESEMN:)
(Note 12) (Htzt12)
— salaries, wages and — e IE8K
other benefits H b2 5 32,997 26,909
— contributions to defined —EREHFGRIK
contribution retirement scheme el 2
(Note 31) (B 7E31) 1,260 933
Minimum lease payments under BIFKEHEE
operating leases on SRBER R
— machinery — e Es 947 418
— leasehold land and buildings —HELHRETF 5,065 5,134
— motor vehicles — )R8 465 202
Cost of inventories (including FERKAR
write-down of inventories) (BEMBRTE)
(Note 19(b)) (KtiE19)) - 1,074
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11. INCOME TAX

(@) Income tax credit in the consolidated statement of
comprehensive income represents:

1. FiBH

(@) FAETAWERANZFIER
R BIE:

2010 2009

—E-ZF —ETAE

HK$'000 HK$'000

BT T BT T

Deferred tax (Note 23(b)) TRIEFLIE (H12223(b)) (2,339) (1,580)

No provision for Hong Kong profits tax (2009: HK$Nil)
has been provided as the Group has no assessable profit
generated during the year.

(b) The taxation credit for the year can be reconciled to the
accounting loss as follows:

HRAEBRAFEL EE
HRERRTOR A - B I AR
E ﬂ %R%’éf%(_g N

(b) AFEEHBEER A EEFE
BE BRI -

2010 2009
—E-ZF —ZETNEF
HK$000 HK$°000
BT T JBE T T
Loss before income tax bR PTAS T A B 18 (66,082) (66,040)
Taxation calculated at Hong BHEBEH16.5%
Kong profits tax rate of ME(ZZZTR
16.5% (2009: 16.5%) F:16.5%)5THZ
IR (10,904) (10,897)
Tax effect of non-deductible kY1
expenses MIBRE 1,330 2,076
Tax effect of non-taxable A RBWAZ
income MIBZE (990) -
Tax effect of unused tax losses RIERZ AE A
not recognised EBEEHELE 8,225 7,278
Tax effect of utilisation of BATFERERZ
unused tax losses not AEAVFEEL
recognised in prior years MIBRE - (37)
Taxation for the year REERIE (2,339) (1,580)
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N I
12. DIRECTORS' EMOLUMENTS 12.EEME
Directors’ emoluments disclosed pursuant to section 161 of EEMESREBEBFBRREHIE161
the Hong Kong Companies Ordinance, are as follows: B EENT

Year ended 31 March 2010
BE-Z-ZE=A=1t—-HLEE

Contributions

Salaries,  to defined

wages contribution

Directors’ and other  retirement
fees benefits scheme Total

e EHEMEM

IER RREHE
Ezne Hi R 2 @i
HK$'000 HKS'000 HKS'000 HK$'000
BETT BT BE T BT

Executive Directors HTES
Yu Wai Ying, Sammy RigH 311 - - 311
Wong Yue Kwan, Alan T 497 - - 497
Lau Henry** bl 281 - - 281
Wang Fei*** F AR+ - - - -
Qin Hong*** b - - - -
Non-Executive Directors EBITES
lp Wing Lun* Bkfa~ 40 - - 40
Wong Chi Fai, Theodore* BEEx 40 - - 40

Independent Non-Executive %3 3k %17

Directors £z

Kong Tze Wing LT 60 - - 60
Wong Ching Yip* T IEEE 60 - - 60
Hung Yat Ming HHA 60 - - 60
Wong Ka Chun, Carson** BRE 35 - - 35
Pan Chik** SEFE*x 35 - _ 35
Jiang Jin Sheng*** T - - - _

1,419 = = 1,419
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12. DIRECTORS’ EMOLUMENTS (Continued)

122.EEMME (&)

Year ended 31 March 2009

HE-ZTNG-RA=T-HLHE

Contributions

Salaries, to defined

wages  contribution

Directors’ and other retirement
fees benefits scheme Total
e ERMT
T&R RINETE
EZHE H @A 2R @t
HK$'000 HK$'000 HK$'000 HK$'000
BEFT BEFT BT BT
Chairman £
Qin Hong 2% - - - -
Executive Directors BITES
Yu Wai Ying, Sammy Rigx 415 - - 415
Wang Fei TR - - - -
Wong Yue Kwan, Alan T 315 - - 315
Independent Non-Executive ~ B FHT
Directors EZ
Shi Bin Hai* i ba 30 - - 30
Yan Chun*# k= - - - -
Jiang Jin Sheng*** FHEHx - - - -
Kong Tze Wing LT 10 - - 10
Wong Ching Yip T iFEE - - - -
Hung Yat Ming =k - - - -
770 - - 770
*  Appointed on 10 August 2009 * REZZFZFNENA+HEZF
**  Appointed on 4 September 2009 *x RZFFENFAAMAEZ /f
**%  Removed on 4 September 2009 Rk R TFJF A A EE
#  Re-designated as an executive director # R-ZFE-FFRA+=HHH /:Fﬁ
on 13 May 2010 HiTEE
#  Resigned on 13 August 2008 # RZFENFNA+=HEFF
##  Resigned on 25 April 2008 i RZFZNFNH =+ A HEHE
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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 2010 and 2009.

As at 31 March 2010, no share option (2009: nil) was held
by the directors under the Company’s share option scheme.
The details of the share options are disclosed in Note 30.

FIVE INDIVIDUALS WITH HIGHEST
EMOLUMENTS

Of the five individuals with the highest emoluments in the
Group, one (2009: one) was a director of the Company
whose emolument is included in Note 12 above. The
emoluments of the remaining four (2009: four) highest paid
non-director individuals were as follows:

12.

13.

EEME (&)

FR - AREEY B HEMBE K
BB TEFARSIMAREE
HIERER cE - BE—T—TF
RZZZNF=ZRA=+—RHIEF
B BEE S NELRBERETM
Mz ZHk

R-ZE-TF=A=+—H 8
SEEEARBIEEENE T HA
BRE(CZZNF 8) BK
12 FHBIN M 304K 5

FEEESHFAL

AEELATSFALTHERE—
ZARARBEF(ZZETNF: —
#) W2 MEe D #;N EXHE2
A HHNE (ZFTNF : 0H)
FEEZRRFALZHESMT

2010 2009
—E-BF —EENF
HK$000 HK$'000
BT T BB T
Salaries, wages and other e IEKR

benefits H th & 7 2,041 1,873

Contributions to defined contribution  FREMFGRRETEI 2
retirement scheme HR 40 32
2,081 1,905
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13.

14.

15.

FIVE INDIVIDUALS WITH HIGHEST
EMOLUMENTS (Continued)

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

There was no amount paid during the years ended 31
March 2010 and 2009 to the four highest paid non-director
individuals as an inducement to join or upon joining the
Group or as compensation for loss of office.

LOSS ATTRIBUTABLE TO OWNERS OF THE
COMPANY

The consolidated loss attributable to owners of the
Company includes a loss of approximately HK$13,470,000
(2009: HK$21,821,000) which has been dealt with in the
financial statements of the Company.

LOSS PER SHARE
(a) Basic loss per share

The calculation of basic loss per share amount is based
on the loss attributable to owners of the Company of
approximately HK$63,743,000 (2009: approximately
HK$64,460,000) and the weighted average number of
1,266,644,875 (2009: 991,685,971) ordinary shares in
issue during the year.

(b) Diluted loss per share

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

SMI Publishing Group Limited | Annual Report 2010
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14.

15.

EEEEHAL (H)

Effle AN T AEKT T2 B
1,000,0007C A °

BE_ZZTFR_TTNF=
A=+T—HLEFE AEEWHESZ
NEMNRETZHEZIFEEES
BT AR S| hn AN & B 5k 1B
B2 e

RARFERAEBEER

ARRIBEANEEEEBEEERE
ERARARABERERAELE 2B
B#)78813,470,0007C (— 2T 1,
4B #521,821,0000T) ©

BREE
(a) BREXEE

ERERNBEEDEIAER
ABEBEABEEBEEOEE
63,743,0007C ( ZZEZTNF:
#)75%64,460,0007T ) B FER
EEITE B INEFER
#1,266,644,8750% (— 2 Z
FL4E £ 991,685,97 1% ) 515 o
(b) EREBEEE
MR AFEEREFERTZ
BELAREAFERASF
EzEBREABEEDERAR
REBZE HZMEFEZ
ER#EEEEEERTGRA
RNEEEEMRR -
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16. PROPERTY, PLANT AND EQUIPMENT AND 16. ¥ BERSBRERHAEL
LEASEHOLD LAND ih

(a) Property, plant and equipment () ¥ -BMERKE

The Group rE
Furniture, ~ Network and
Leasehold fixtures and computer Motor
Building  improvements Machinery equipment equipment vehicles Total
RENZE B BER
g3 %8 13 RERRE EHRE RE b
HK$000 HK$000 HK$000 HK$000 HK$'000 HK$000 HK$000
BB BRI BETT BETT BETT EETT BB
Cost A&
At 1 April 2008 R=Z2F\EMA—AH m 2,166 74,815 3,102 10,799 83 91,076
Additions - - - - - 320 - 320
At 31 March 2009 and RZEENE
1 April 2009 ZA=+-8k
“ETNFRNA-R 111 2,166 74,815 3,102 11,119 83 91,39
Additions 2% - 83 - 134 1,890 - 2,107
Disposal HE - - - (65) - (83) (148)
At 31 March 2010 RZZ-Z2F=fA=1-H m 2,249 74,815 EANA 13,009 - 93,355
Accumulated depreciation R HTER
and impairment HE
At 1 April 2008 RZEZ\EMA-A 34 489 74,811 2,532 8,585 80 86,531
Charge for the year FEYH 4 324 4 119 1014 3 1,468
Impairment for the year FERE - 540 - - 600 - 1,140
At 31 March 2009 and RZZENE
1 April 2009 ZR=t+-Ak
“ZFNEMA-A 38 1,353 74,815 2,651 10,199 83 89,139
Charge for the year FEXH 4 33 - 121 745 - 1,202
Disposal fe - - - (65) - (83) (148)
At 31 March 2010 RZE-TF=A=1+-H 42 1,685 74,815 2,707 10,944 - 90,193
Net carrying value REFE
At 31 March 2010 RZZ-ZF
=A=+-8 69 564 - 464 2,065 - 3,162
At 31 March 2009 RZZETNE
“R=+-8 73 813 - 451 920 - 2,257
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I I
16. PROPERTY, PLANT AND EQUIPMENT AND 16. ¥ - BERXEREEL
LEASEHOLD LAND (Continued) M (4&)
(b) Leasehold land (b) HE +ith
The Group
AEH
2010 2009
—E-FF —EENF
HK$'000 HK$'000
BETF T BB TF T
Leasehold land situated in MURBBILIRE
Hong Kong and held under TEHHEREZ
medium-term lease: HELH:
Carrying amount at RE A 2 B
beginning of year E1{E 115 117
Amortised during the year FNEE (3) (2)
Carrying amount at end of year ~ RFRZEREE 112 115
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17. INTERESTS IN SUBSIDIARIES 17. R B A AR

The Company

VNN
2010 2009
—E-=F —ETNF
HK$'000 HK$000
BT T BT T
Unlisted shares, at cost JE T AR - -
Less: impairment loss R OREEE - -
Due from subsidiaries JE U B B N B B
(Note b) (Htith) 750,330 687,168
Less: allowance for doubtful debts JB - RER G
(Note c) (Hfitc) (750,330) (687,168)
Due to subsidiaries N NGIE S
(Note d) (Mtetd) 819 -
(1,819) -
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17. INTERESTS IN SUBSIDIARIES (Continued)

Notes:

(a) The table below lists the principal subsidiaries of the Company which,
in the opinion of the directors, principally affected the results for the
year or formed a substantial portion of the net assets of the Group.
The class of shares held is ordinary unless otherwise stated. To give
details of other subsidiaries would, in the opinion of the directors,

result in particulars of excessive length.

17. A B AR = (F)

Bt

(a) TRIMNEERRIBFEFEREA
FERAEBEEFETEZRDZA
REEEMBRR -BRBEEERIN
FAERMERNASL B -EERR
O EA B AR F S ERER B
DItk

Name of company

Place/Country

of incorporation

and operation

Particulars
of issued and
paid-up capital

Percentage of
equity interests
attributable
to the Company

Principal activities

MR BBIK VA YN) 2
DRAE e ER BRRAEE BRETS TEER
Direct Indirect
HiE B 4

First Brilliant Limited British Virgin Us$1 100 - Investment holding

Islands ("BVI")/

Hong Kong
First Brilliant Limited RBELES/ 1% 100 - REER

&5
Actiwater Resources Limited BVI/Hong Kong Us$1 - 100  Investment holding
Actiwater Resources Limited EERAHE/ (E - 100 HEER

BB
Fidelity Capital Resources Limited Hong Kong HK$1 100 - Provision of management

services

HEBRERAA N BT 100 - RUEERB
Komatic International Limited BVI/Hong Kong Us$1 - 100 Investment holding
Komatic International Limited EBRAHES/ (E - 100 REER

&5
Optima Media Holding Limited BVI/Hong Kong Us$100 - 100  Investment holding
Optima Media Holding Limited KERELES,/ 100%7T - 100 REER

BB
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17. INTERESTS IN SUBSIDIARIES (Continued) 17. AMB ARz (&)

Notes: (Continued) et (48)

(a) (Continued) (@) (&)

Name of company

Place/Country

of incorporation

and operation

Particulars
of issued and
paid-up capital

Percentage of
equity interests
attributable
to the Company

Principal activities

MR R BRTR A YNY 2
DRERE T ER HERAFHE READL TEEH
Direct Indirect
HiE k3

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

and equipment
RIRRTIEERRAF BB 2T - 100 #HEVE BRERERE
Sing Pao Newspaper (BVI) Limited BVI/Hong Kong us$1 - 100 Investment holding
Sing Pao Newspaper (BVI) Limited EBRLES,/ 1% - 100 HLEER

B8
Sing Pao Newspaper Company Limited ~ Hong Kong HK$2 - 100 Newspaper publication
PRI B R A F N BT - 100 HhR#HE
Sing Pao Publishing Limited Hong Kong HK$2 - 100  Book publication
PR B AR B R A A BE 2T - 100 [HREHE
Sing Pao Newspaper Management Hong Kong HK$2 - 100  Provision of management
Limited services

KRBT EEBRAA BE 2T - 100 RHUEERS
Sing Pao Website Limited Hong Kong HK$1 100 - Website holding and

magazine publication
KRB IL AR 2 A BB BT 100 - RBE®MRERERE
Wah Fung Book Store Limited Hong Kong HK$796,000 - 100  Property holding
ZRERARAT 0 7 #796,0007T - 100 HEVE
Creative Global Holdings Limited BVI/Hong Kong Us$1 100 - Investment holding
Creative Global Holdings Limited KEERELES,/ (E 100 - BEER

Bt

Goodway Group Holdings Limited Hong Kong HK$1 - 100 Inactive
BEERARAF EE BT - 100 ER

EXHREBRARAR | —T—ZFFH
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17. INTERESTS IN SUBSIDIARIES (Continued)

Notes: (Continued)

17. A B AR = (F)

B (%)

(b) The amounts due from subsidiaries are unsecured, interest-free and (b) EUWINBARFEEEF BEER
have no fixed terms of repayment. In the opinion of the directors, BEREETFEFRA - FERAE 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 ERIEAEREN S R o

() Movements in the allowance for doubtful debts () RIEREBEEDH

The Company
RAT

2010 2009

—E-2F —EThE
HK$’000 HK$'000

BYF T B F T

At beginning of year REF ) 687,168 870,093
Impairment losses recognised BRI EEE 63,162 52,607
Uncollectible amounts written off 2l 8H 2 AT el 5RIE - (235,532)
At end of year RER 750,330 687,168
After considering the profitability, financial positions, cash flows and REEXSHBRAR ZBFIEN W
future prospects of these subsidiaries, the directors considered that Bk RERERKRANZ B
it was appropriate to make impairment on amounts due from the BT R UL KT B A R FKORFTE 2R
subsidiaries. The recoverable amount of the investment in subsidiaries BEIRED - RERWE AT 2 AT
based upon which impairment loss is arrived at is its value in use EIFR IR B E R EE S 2 RE
and is determined using discounted cash flows. The discount rate BRAEMRRSREET © e

used is 34.8% (2009: 34.8%) per annum, which is determined with RZABRER348% (ZFTNF:
reference to the borrowing rates of the Group during the year. BH348%)  HSEAKRERFN

2 EEREMEE -
(d) ENWEARRENEER BB%

(d) The amounts due to subsidiaries were unsecured, interest-free and
repayable on demand.
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I ©
18. INTEREST IN AN ASSOCIATE 18. REt & N AR
The Group
AEE
2010 2009
—E-=F —ETNF
HKS$'000 HK$'000
EBETFT VBT T
Share of net assets BIEEEFE - -
Particulars of the Group’s associate, which is an unlisted RZE—ZEF=ZA=+—H0 &%
corporate entity, as at 31 March 2010 are as follows: L F (RIELTRARER)
ZEIBIT
Form of Country of Interest held
business incorporation indirectly by
Name of company  structure and operation Paid up capital  the Company  Principal activity
NGl
NAER ERRBEA AL REERR HERA  BEZEE IEER
ERFEEHEBE  Sino-foreign-owned The People’s Republic RMBS5,000,000 25%  Provision of networking
EERMBERDA  equity joint venture of China (the "PRC") and information
services in the PRC
ERPEEERE  PHRERR PEAREME AR 5,000,007 5% RPEREBER
EERMBRAR (TE]) &R

EELIREEERAT | —T—ZT64% 93



Notes to the Financial Statements « ve e endes 31 march 2010
/\Zl-i%ﬁ% M-.I--‘-I EHEz—

—FE= A —HUFE

18. INTEREST IN AN ASSOCIATE (Continued) 18. REE & N R (&)

AEERENRBE_T—TF
“A=t—BLhFEZHBEHR

The summarised financial information of the Group’s
associate for the year ended 31 March 2010 is set out

below: BEZI T -

2010 2009
—E-=F —EENF
HKS$000 HK$'000
BT JEMEF T
Total assets BEBTE 6,492 6,348
Total liabilities BERE (9,949) (6,663)
Equity T (3.457) (315)
Turnover 3 2,043 2,603
Loss for the year KEEEIE (3,142) (2,666)

The Group has discontinued recognition of its share of $’$IE%&E§:‘W\J—ET5§Z

losses of the associate. The amounts of unrecognised share
of the associate, extracted from the relevant management

RAZERE- %ﬁ&aﬂﬁﬁ%ﬂﬁ%%‘/&
ARAFER R 228 (i

accounts of the associate, both for the year and BtE AR 2 HEAEEERE )W
cumulatively are as follows: T
2010 2009
—E-FF —ZETNF
HKS$'000 HK$'000
BT T BT T
Unrecognised share of losses of REERERIE
the associate for the year B AR EE 786 78
Accumulated unrecognised share of REt RHER BN
losses of the associate B N REE 864 78
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B I
19. INVENTORIES 19. 78
(a) Inventories comprise: (@ FEBRE:
The Group
rEH
2010 2009
—E-=F —ETNF
HK$'000 HK$°'000
BT BT T
Raw materials R # - -
(b) The analysis of the amount of inventories recognised as b) BRRHAXZEESBEDN
an expense is as follows: N
The Group
rEH
2010 2009
—E-=F —EFENEF
HK$'000 HK$°000
BT T BT T
Carrying amount of ERFEEZ
inventories used FREE - 777
Write down of inventories WoRTF & - 297
- 1,074
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I B
20. TRADE AND OTHER RECEIVABLES 20 EZ R HMEKRE
The Group The Company
AEM N
2010 2009 2010 2009
—E-2F -—ITHE ZB-TF _—ITTHE
Notes HK$'000 HK$000 HKS'000 HK$000

Mt BEFrn  ERTT  BEFn BRI

Trade receivables g 5 WA 6,705 4,232 - -
Less: allowance for B - REZER
doubtful debts ] (2,695) (2,437) - -
(a) 4,010 1,795 - -
Other receivables H h & W SRR 434 349 434 -
Deposits and prepayments 1% & & FE 1 5K I8 4,179 5,696 118 -
8,623 7,840 552 -
Notes: Wt
(a) Aging analysis (a) BREEDN
Included in trade and other receivables are trade receivables, net of E 5 K H e YR IE B 1R B kR R AR
allowance for doubtful debts of approximately HK$2,695,000 (2009: B #)78 #62,695,000T (T A,
approximately HK$2,437,000), with the following aging analysis 4975 HE2,437,0007T ) 2 B 5 EUN
based on invoice date as of the end of reporting period: FIE - HRSRERRIZBEZAH R
BT -
The Group
rEH
2010 2009
—E-ZF —EEhF
HK$'000 HK$'000
BT T BT T
0 to 30 days T E30H 1,294 1,592
31 to 60 days 31HZE60H 643 203
61 to 120 days 61HZ=120H 907 -
Over 120 days 120B A k& 1,166 -
4,010 1,795
The average credit period on sale of goods is 30 days from the invoice EMHEEs THEERAREEEH
date. #EET30H °
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20. TRADE AND OTHER RECEIVABLES (Continued)

Notes: (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 U FRIE (&)

Hrat: (&)

(b)

B 5 EWRERE

B 5 WA 2 RERB BT R
BRAR EMAEERRKEZERE
Z AR AR AR AN - MAZIE R T
BEE RS EEEE 5 R WK IR
3

RAFE RERB2EZH (BHEE
PIRARBED)MT:

The Group
TEE

2010 2009

—E-2F ZETNF

HK$000 HK$'000

BEF T BT T

At beginning of year NG 2,437 4,111

Provision for/(reversal of) RIEEIE 2 B

impairment losses (#m) 278 (574)
Uncollectible amounts written off B 85 2 S A W Bl 5B (20) (1,100)
At end of year RER 2,695 2,437

As at 31 March 2010, trade receivables of the Group of approximately
HK$2,695,000 (2009: HK$2,437,000) 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
end of the reporting period and related to customers that were in
financial difficulties and management assessed that only a portion of
the receivables could be recovered.
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20. TRADE AND OTHER RECEIVABLES (Continued) 20.EZ R EH#hEUWTIE (&)

Notes: (Continued) HiE: (#)
(c) Trade receivables that are not impaired (0 YRAEEZESERRER

The aging analysis of trade debtors that are neither individually nor I FMER RAR R R TRELE

collectively considered to be impaired are as follows: P MR Z BRI AT T -

The Group
rEE
2010 2009
—E-ZF —ETNEF
HK$°000 HK$'000
B F T B F T
Neither past due nor impaired KRR E KRB E 1,294 1,592
Less than 1 month past due B R — 18R 643 203
1 to 3 months past due mE—==EA 907 -
More than 3 months =EARE 1,166 -
2,716 203
4,010 1,795
Receivables that were past due but not impaired relate to a number BREERBEZ ERRIENES & 8
of independent customers that have a good track record with the REBRFRTTECECBITS
Group. Based on past experience, management believes that no BH-RBBEER ANEEEE
impairment allowance is necessary in respect of these balances as WREXNEE  BRFERDERA
there has not been a significant change in credit quality and the Al EE - MEREREDARE
balances are still considered fully recoverable. The Group does not AR ELRERE AEEL R
hold any collateral over these balances. REHEBRFEANERR -
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21. CASH AND CASH EQUIVALENTS

1. BERBEELEEEAE

The Group The Company
A&EE XRF
2010 2009 2010 2009

—E-BF ZTTNF ZE-BF ZTTNAF
HK$000 HK$'000  HKS$'000 HK$000
BT EFTrT  BRETR  EFTx

Cash at bank FITEFRS
Cash on hand FERS

22. TRADE AND OTHER PAYABLES

5,625 204 - -
2 31 - 15
5,627 235 = 15

2. BESRHMEMNRE

The Group The Company
r&EE NG
2010 2009 2010 2009

—Z-%f _—TTNEFE CZE-Tf _—TTNF
HKS$'000 HK$'000 HK$'000 HK$000
BETT BMT T BETT BETT

Trade payables (Note (a)) BHRMNTOR (Hit@)
Other payables HiERRIE

7,638 10,878 - -
14,460 15,891 5,153 4,025
22,098 26,769 5,153 4,025
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22. TRADE AND OTHER PAYABLES (Continued)

Note:

(@) The following is the aging analysis of trade payables based on invoice

22 ESZREMBENARE (HF)
Azt

(a) RBEHRRZEZAH EFENAK

date at the end of the reporting period: B REDITAT
The Group
rEH

2010 2009
—E-F5F —EThF
HK$'000 HK$'000
BETFT BT T
0 to 30 days T E30H 1,582 5,151
31 to 90 days 31HZE90H 358 201
Over 90 days 90H M 5,698 5,526
7,638 10,878

23. CURRENT AND DEFERRED TAX IN THE
CONSOLIDATED STATEMENT OF FINANCIAL
POSITION

(a) Current taxation

23. RETFEAR R R T 5 2 BN HA &2
IE LR IE

(a) BPHABLIE

The Group The Company
K&E b NG|
2010 2009 2010 2009
“2-%% —TTNF ZB-BF _—ITTNH
HK$'000 HK$'000 HKS'000 HK$'000
BT BEFT BETT BETT
Provision for prior years B FEEE

- Hong Kong profits tax ~ —&BFI5H 12,090 12,274 - 184
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B B
23. CURRENT AND DEFERRED TAX IN THE 23. R AR R T 2 BNHE &%
CONSOLIDATED STATEMENT OF FINANCIAL EERHIE (§)

POSITION (Continued)

(b) Deferred tax liabilities (b) EXEFIEEE
The components of deferred tax liabilities recognised in EEMBMR T ANER 2R
the statements of financial position and the movements EMIBEGE 2 HEKEBH KA
during the current and prior years are as follows: FERBAFEZEHUOT -
The Group rEE
Convertible
note
ARRRE
HK$'000
BB F T
At 1 April 2008 R-ZTEENFNH—H 3,928
Credit to consolidated statement of RNEEERTLEE
comprehensive income for the year FHEH K
(Note 11(a)) (Hiat11(a)) (1,580)
At 31 March 2009 and RZETNEF=ZA=+—HAK
at 1 April 2009 RZZEZNFHA—AH 2,348
Credit to consolidated statement of RERFERIES
comprehensive income for the year ZHE T
(Note 11(a)) (Brat11@)) (2,339
At 31 March 2010 R_E—ZTF=A=+—H 9
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23. CURRENT AND DEFERRED TAX IN THE
CONSOLIDATED STATEMENT OF FINANCIAL
POSITION (Continued)

(b) Deferred tax liabilities (Continued)

(o)

23. RET SRR R AT 5 2 BNHA I

EEBE (8)

(b) EEBHEE (F)

The Company b /N
Convertible
note
R EE
HK$°000
BT T
At 1 April 2008 N_EEZ)\FEH—H 3,928
Credit to statement of comprehensive RNEFERT
income for the year FHEHEF (1,580)
At 31 March 2009 and at 1 April 2009 R-ZETAF=A=+—HK
R-ZZTNAFHA—H 2,348
Credit to statement of comprehensive RNEGERT
income for the year FHEHKEE (2,339)
At 31 March 2010 R_E-—ZEF=A=+—H 9

Deferred tax assets not recognised

At the end of reporting period, the Group and the
Company had unused tax losses of approximately
HK$913,433,000 (2009: HK$863,585,000) and
HK$2,682,000 (2009: HK$2,682,000) available for
offset against future profits that may be carried forward
indefinitely, respectively. No deferred tax assets have
been recognised in respect of such losses due to the
unpredictability of future profit streams. There is no
other significant unrecognised deferred tax as at 31
March 2010 and 2009.
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B 0 T
24. BORROWINGS 24. B &
(a) Borrowings (a) B E
The Group The Company
X&E b
2010 2009 2010 2009
ZE-ZF —ITTNF CZE-BF —ITITNF
HK$'000 HK$'000 HKS'000 HK$000
BETT BEFT BETT BB FT
Loans from a shareholder, EB—&RR 7 BEEFEX
unsecured (Note (})) (Hia0)) 909 909 909 909
Loans from related BEEARZ
companies, unsecured BEAER
(Note (i) (B#E(i) 6,266 7,464 6,266 6,047
Loans from third parties, ~BE=AZBEHER
unsecured (Note (ii)) (i) 360,656 289,257 308,407 239,694
367,831 297,630 315,582 246,650
Analysed as: Riv=E
Current Vi) 71,736 60,218 62,692 50,925
Non-current E{ k) 296,095 237,412 252,890 195,725
367,831 297,630 315,582 246,650
Notes: Hiat:

(i)  The amount represents loans granted by Strategic Media,
a substantial shareholder of the Company. The amount is
unsecured, interest-free and repayable on demand. As at the
end of the reporting period, the balance was in dispute with the
shareholder (Note 24(b)).

@)

ZHRBEEBARAETERR
Strategic Mediaf® ¥ 2 B 3K ° #%
FEAEER BBRBRIZ
EREE -RBMER KAAF
MERMAEREZRREEND

(Hist240b)) -

EXHREBRARAR | —T—ZFFH
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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 2010. As at the end of the reporting period,
the balances were 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 which was fully utilised (2009: utilised in the
amount of approximately HK$45,250,000) by the Group as at
the end of the reporting period. 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.
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24. 58 (&)

(a) & (%&)

Hyat: (8)

(i)

(iii)

% 7} JA 5 Strategic Medialf A
ZRARBRTFZER -ZHREAR
B B TREERFANE
ATERBRAQRR ZEE=F
— A=+ mB s EEF R
FEFE%I0EE A E R
BE HNREREA-ZTT
=F—A=-t+MART =1+
FEH - ZERNR-Z—ZF
—AZt+—BoEAFRDAE
B RREHR ARAHERE
EHEFEEEARE LMD
(Ktiz24®)) »

RZZEZENFWA=-T=
H ' A2 &) - Strategic Media
M — %% % = ABillion
Wealth Group Limited ( [ Billion
Wealth ) 5] 32 —HHE H i
FABillion Wealthia 2K A 7] 2 i
— V8 8% %60,000,0007T
ZEFRME ZEXBMERNR
EHAEEAEERHDA
(ZZEZNEFE - EHROBE
45,250,0007T) - ZERBEE
WARERE T E B L24(E
A JE I sldR AN 2 /) EBillion
WealthP] gER B E2 M E 2 1
AT E B % B AIEE -
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24. BORROWINGS (Continued) 24. (B E (&)
(a) Borrowings (Continued) (a) IBE (&)
Notes: (Continued) Bt (48)
(i) (Continued) (i) (#8)
The loan facility granted by Billion Wealth is pledged by assets Billion Wealth#% ¥ 2z E gt &
of Strategic Media as follows: fStrategic Media % & 18 &
VR :
- 261,473,945 ordinary shares of the Company held by —  Strategic MediaFB AR
Strategic Media; A)2261,473,9450% & 3
B%
- the assignment by Strategic Media to Billion Wealth of all —  Strategic Media@Billion
of the rights, title and benefits in the shareholder’s loan of Wealth# i KN R &) JE 1
approximately HK$91,190,000 due to Strategic Media by Strategic MediaZ F¥ERE
the Company (the “Assigned Loan"); and FKH) 7 91,190,0007T

(TleEEER)Z 1
e URN IR R DT E R

- the assignment by Strategic Media to Billion Wealth of —  Strategic Media[ABillion
all of the rights, title and benefits in the convertible note Wealth#d & KN 2 & [
issued by the Company to Strategic Media. Strategic Media% 17 A] #

PRz — IR PRA
1 e Mgk o

As at 31 March 2010, the Assigned Loan with its interests RZZE-ZEF=A=+—H"
generated, in aggregate, amounted to approximately BEEZEREREMNE AR
HK$117,532,000 (2009: approximately HK$112,060,000) for SERARAELEEGHENE
the Group and the Company. As at the end of the reporting #117,532,000c (ZEZ N,
period, the Assigned Loan, which is unsecured, interest bearing 47 %112,060,0007T) °
at Hong Kong prime rate plus 1% per annum and is not RBERR DEBEEREDH
repayable within one year was assigned from Strategic Media to Strategic Media#4 & T Billion
Billion Wealth. Wealth ° ZEFAEER - 85

THEBFMEIMETE B
BEAR—FREE -

EEmeEmsRam | —=—zg4x 105
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24. BORROWINGS (Continued)

(a) Borrowings (Continued)

Notes: (Continued)

(iii)

(Continued)

On 20 May 2009, Billion Wealth further entered into a
loan agreement to provide the Company a loan facility of
HK$50,000,000. As at the end of the reporting period, the loan
facility in the amount of approximately HK$41,551,000 was
utilised by the Group and the Company. The loan is interest-
free and repayable on the date falling upon the resumption in
the shares of the Company. The loan was classified under non-
current liabilities as at 31 March 2010.

Resulting in the initial recognition of the interest-free borrowing
facilities of HK$60,000,000 and approximately HK$41,551,000,
an imputed interest income of approximately HK$6,000,000
was credited to the consolidated statement of comprehensive
income of the Group and the Company on the interest-free loan
facilities granted by Billion Wealth for the year ended 31 March
2010.

The amount also comprises loans granted by the former
shareholders and their subsidiaries of approximately
HK$76,746,000 and HK$33,541,000 (2009: approximately
HK$72,638,000 and HK$32,368,000) to the Group and the
Company respectively. The loans 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. During the year, amounts of approximately
HK$57,185,000 and HK$26,538,000 out of the above loans
due by the Group and the Company were assigned to Billion
Wealth. The loans were classified under non-current liabilities as
at 31 March 2010.
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24. 585 (&)
(a) & (%)

Krat: (48)

(iii)

(%)

RZEZAFRAZ=Z+HB
Billion Wealth# — 23732 B X
B LA RRIREE R
& % ¥50,000,0007T ° A TR &
HBK - BEHBE41,551,0007T
ZEFBELEHAZEREA
ARAIEBA-ZERAERENAE
RARBBRMGIKEES 2 BH
BE-EFZRN_ZET—ZTE=F4
=t+—BoEAERSER-

AMsEReeEE/RE
7 #60,000,0007T & # 7 #
41,551,000 RELE =T —
TFE=ZA=+t—RHLEFE"
Billion WealthFT® ¥+ 2 &8 &
HEE ZHEERE WAL B
6,000,0007C5t ARNE B R A D
AlfRE 2R F o

ZRENREMRELRES
2 BRAR DR AAEE
EARBDRETZEXK
#)76176,746,0007T M B
33,541,000 (ZEZ L5 -
#)76 172,638,0007T M B
32,368,0007T) - ZEE X B
EIER - BEELEEEFNE
HERBER_TT=F—H
ZtHABRARRGEEEF
MRFEEFEEIEE A E
WEEE ENRARERZ
TE-F—-—A -+ HHRB
ZtHHEFER-FAN -AKEH
RARNFEENz L ERF
2 475 #57,185,0007T K& 7 #
26,538,0007T £ 8 ;% T Billion
Wealth - ZEEHFHR T —F
F=ZR=1+—H2ERkR
afe
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24. 1585 (#&)
(a) 65 (%)

24. BORROWINGS (Continued)

(a) Borrowings (Continued)

Notes: (Continued)
(iii)  (Continued)

The remaining amounts of approximately HK$70,827,000
and HK$61,783,000 (2009: approximately HK$59,309,000
and HK$50,016,000) due by the Group and the Company are
unsecured, interest-free and repayable within one year from
the end of reporting period or on demand except for amounts
of approximately HK$47,120,000 (2009: approximately
HK$35,353,000) due by the Group and the Company which
bear interest at the rates ranging from 0.5% to 24.0% per
annum (2009: ranging from 12.0% to 36.0% per annum)
borrowed from independent third parties.

As at the end of reporting period, certain of the above balances
were in dispute with the respective parties (Note 24(b)).

(b) Borrowings under dispute

Included in the borrowings as at the end of the
reporting period were certain 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 arrangement. 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.

The Group and the Company accrued interest expenses
of approximately HK$277,000 and HK$219,000 (2009:
approximately HK$2,346,000 and HK$1,182,000)
and included in the finance costs of the Group and
the Company for the year ended 31 March 2010
respectively. Despite the borrowings from above
are under dispute as at the reporting date, interest
expenses were charged based on the amounts due and
the applicable interest rates.

Hia: (88)
(i) (&)

RNEB KRN B EENZ R
FRIBH) A %70,827,0007T & 7B
#61,783,0007T (=TT NF:
#97 #59,309,0007T N 38
50,016,0007T ) & K - £ 8
RBRHREHRE—FRRIEZ
EREE BRBYE =51
ABREBMREARRIEERNZ
#4978 47,120,000 (—Z 2 F
FLF 8 #35,353,0007T ) & F
FROSEE240E (Z T A,
R R12.0E E36.0F) 5

B

RBERR AAFRH Ll E
T EEAEEMS (W
it24mb)) -

(b) EXMBB2EE

RBEMRZEEREARE
BEEZFTEAMGZETE
TETZZARHWEF] L
X ERREREH
R b SN BIMERT A IE 15
& AERPE NI RIEZEFW
@R MG MR AR -
ARRFE BIOER R R IE
B OERERE.

=

N E-_ZT - F=A
—t+t—-HLtEFE AEBX
NN | By A | DN
S4B H277,0007T & B
219,000 (ZZEZ N F:
4978 82,346,000 KB
1,182,0007T) st AR &£ H
RARBHIFEKA - EE it
BERRE B BNEFEELS -
ME B IR B HAZR0E I i A R R
HBRF B -

EXHREBRARAR | —T—ZFFH
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24. BORROWINGS (Continued)
(b) Borrowings under dispute (Continued)

An analysis of the borrowings under dispute is as

24. 58 (&)

(b) ExM M zEE (&)

ELEMMZBE 2T

follows:
The Group The Company
b VNG
2010 2009 2010 2009
ZZ-%f —TTHNEFE CZE-TF _—TTNF
HKS$000 HK$'000 HKS'000 HK$'000
BEFT FEEFT BETT BT T
Loans from a substantial B—ZTEREZ
shareholder, unsecured BEAER 909 909 909 909
Loans from related BEEBEAEZ
companies, unsecured EHREX 6,266 7,464 6,266 6,047
Loans from third parties, B % =} Z &K #
unsecured B 15,915 69,625 6,516 32,126
23,090 77,998 13,691 39,082
Analysed as: PMA:
Current nE 15,349 15,349 7,425 7,425
Non-current ERE 7,741 62,649 6,266 31,657
23,090 77,998 13,691 39,082

During the year, disputed loans from a former
shareholder of approximately HK$57,185,000 were
assigned to Billion Wealth as further detailed in Note
24 (a)(iii).
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25. CONVERTIBLE NOTE 25. TR EE

Pursuant to a subscription agreement dated 3 February
2005, a convertible note (the “Note”) with principal
amount of HK$50,000,000 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
the Note.

On 13 May 2005, pursuant to condition 11 of the Note,
the Company was 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_ZEZERAF_A=H3F]
VREWER AeBERBE
50,000,0007T 2 Al # ik F 4% ([
BlIDR-_ZTETRFOMA=1+H%
117 A QA 2 £ 2 R & Strategic
Media* TR T Z M A
ZtNBJER - RIEFBE AGERE
B LA 3 % % 10 78 #50.05 T 2 iR
B (A THE) G2HBHIHZEE
EHBASRXANRARG EHEZEA
FBABERSEAFF R SER
o MBRARRENEAZN—
Ko AMEEESEeRBEA EA
BEZEHER-

ARRIBRRAZERBAEL
EMBENTPR AR BERE
EIRBE2 A SN AREENSH -

R-ZZERFHA+=B RER
B2 IR R RNR AR &
% REAAE = (VAR RBDESR
TEEXE (BIFBRNAEZER
HI—RIGAETEER) A LEER
BIXRES  RANARARIMNRE
BB AR AE A BB
EACREMEEZFHBHMEL
VAMERZRBASE REZEZ
R FE11@2RE B EEIE
REEEEEE RN ZEBFHE
ERBEER ZGEENOKRER
RAREXNEBERAEAREZ
RIFFEINEA T ZRERITEH
ZEfEm B2 A B R ER A
BMASN 2 BRHFE 2 2 A0
Ak

EXHREBRARAR | —T—ZFFH
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25. CONVERTIBLE NOTE (Continued) 25. TR RERE (&)

110

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 an independent firm of professionally
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. On 31 March 2008, the
Note-holder further extended the maturity date of the Note
to 30 April 2010.

As further detailed in Note 24(a)(iii), all of the rights, title
and benefits in the Note issued by the Company were
assigned to Billion Wealth in the prior years.

During the year, the Note with principal amount of
HK$48,000,000 have been converted into 960,000,000
ordinary shares of the Company (Note 26). Subsequent
to 31 March 2010, the remaining Note with principal
amount of HK$1,000,000 has been converted into
20,000,000 ordinary shares of the Company and the
remaining balance of HK$1,000,000 had not been
converted upto its expiry date on 30 April 2010.
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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 (F)

ZERAEMOIREIFEZEHN
™

The Group and Company

AEBRAADQF
2010 2009
—E-FF —ETNEF
HK$'000 HK$°000
BEFTT BB F T
Liability component REVNZEBE
at beginning of year & 1n 37,131 27,552
Interest charge (Note 9) FERZ (KiE9) 7,813 9,579
Conversion into ordinary shares LAl VNN
of the Company iR (43,030) -
Liability component at end of year, RERZ BEHHD
current portion mENEL D 1,914 37,131

Interest expense on the Note is calculated using the effective
interest method by applying the effective interest rate of
19.6% per annum from the issue date to 13 May 2005,
28.5% per annum from 14 May 2005 to 29 April 2007,
28.0% per annum from 30 April 2007 to 31 March 2008
and 34.8% per annum from 1 April 2008 to 30 April 2010
for the liability component.

EERETERE_TTRFH
A+=Z82MERZRBERF
KRR ERFEFEI19.6%TE M
—TEERFRAATNBE_EZE
+tFRA-F+NHE RZFZE+
FOMA=F+HEZZZEZTN\F=HA
=+—HBER=ZZEZENFEA—H
E_T-TFENA=+HAE
M2 F BRI DRIRAERFFE
28.5% *28.0% % 34.8%=t & »
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The holders of ordinary shares are entitled to receive
dividends as declared from time to time and are entitled to
one vote per share at meetings of the Company. All ordinary
shares rank equally with regard to the Company’s residual

assets.

Subsequent to 31 March 2010, 20,000,000 ordinary shares
of the Company were issued as a result of partial conversion

of convertible note by a note-holder (Note 35(a)).

SMI Publishing Group Limited | Annual Report 2010

26. SHARE CAPITAL 26. fR A
2010 2009
—B-%F “EENF
Number of Number of
shares Amount shares Amount
RAEE 8 i g B Ex
‘000 HKS$'000 000 HK$000
TR BYEFT & BEFT
Authorised: EE:
Ordinary shares of HK$0.05 BREEE0.05T
each LaEk 4,000,000 200,000 4,000,000 200,000
Ordinary shares, issued and ERTRAR
fully paid: EER:
At 1 April 2008 and RZZEN\EEA-AR
31 March 2009 “ETNE=RA=1—H 991,686 49,584 991,686 49,584
Conversion of convertible note BRAARER
(Note 25) (Hi5#25) 960,000 48,000 - -
At 31 March 2010 RZE-ZF=ZA=+—H 1,951,686 97,584 991,686 49,584

BB A AR BRI E K
ZBE - WEEEARRRZAE L
RERENES —REEE A

HRRAAA Tz HBEET =
SEZIES B

R-ZE-—TFE=A=+—H1%"
20,000,000/% A& A &) & 8 ik B &=

BRAAMOEBRBEEEM
T LAZAT (B/aE35(a)) °
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27. RESERVES 27. f#fB
(a) The Group (a) =&EE
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 PIRNRE R R
equity.
(b) The Company (b) &2 7]
Attributable to owners of the Company
ANRERAELRE
Convertible
Share  noteequity Shareholders' Distributable  Contributed  Accumulated
premium reserve  contributions reserve surplus losses Total
TEREE
Rt EE RERE RREE ARDKEE EON:T 2RER &t

HK$ 000 HKS 000 HK$ 000 HKS 000 HKS 000 HK$ 000 HK$ 000
E¥TT  EETT B¥Tn BT BETT BETR BETX

At 1 April 2008 RZEE\ENA-A 127,764 18,520 49,087 231,340 5,589 (697,828) (265,528)
Total comprehensive income ~ FE2ANALE
for the year - - - - - (74,379) (74,379)
Deconsolidation of subsidiaries £ F&RAF B2 AR B - - - - (5,589) 5,589 -
At 31 March 2009 and RIZENE
at 1 April 2009 ZA=+-REk
“EFNFRA-A 127,764 18,520 49,087 231,340 - (766,618) (339,907
Total comprehensive income  FFE 2EMA
for the year ek - - - - - (76,632) (76,632)
Conversion of convertible SRR
note B 12,809 (17,779 - - - - (4,970)
At 31 March 2010 RZZ-2fF
=A=t-H 140,573 4 49,087 231,340 - (843,250) (421,509)

REEHmEEsRAT | —=—sg4% 113
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27. RESERVES (Continued)

(c) Nature and purpose of reserves

(M)

(i)

(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)

(vii)

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 in 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.

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. % (&)
(c) REMEERAR (&)

(iv)

(v)

(vi)

BOHHE

REBZEHFEHREIER
BARGR -_TETTHE
FA-t+t=BH%E&
RERHI  SEBEAR
([EEEEMA]) P K
BRR 2 BRA KD G
BEEPRUBEITURBZ
ARpaRhEERE =
8 o

BE 5 1%

& 5 e mnE g
¥R U BHRERMES
ZHRTEINEZSE - BRARE
HIHIRENFAE S
TR R IR o
AR D IR 1B

AN IRFEEEREZR
—EE=F=ZA=+—
AEFERKERE &
TRz EEMRBE
0.10007T HI & 2 /& ¥
0.00257T ify 5% #6 &1 2 Ix
NATEEZ Bfhe

(vii) A B &k

RRRZHEABRBIER
RARE R B EHATI
BHEBAR ZHBEEE
FERAERMWES
BETZARRBROE
BERZERE-

EXHREBRARAR | —T—ZFFH

115



116

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.

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. The Group may also obtain loan
facilities from various parties to safeguard the Group’s
ability to continue as a going concern.

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 statement
of financial position) less cash and cash equivalents.
Total capital is calculated as “equity”, as shown in the
consolidated of financial position, plus net debt.

The net debt to equity ratio did not apply as at 31
March 2010 and 2009 as the Group had total deficit for
both years.
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28.

29.

NOTES TO THE CONSOLIDATED STATEMENT
OF CASH FLOWS

Major non-cash transaction

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

OPERATING LEASE COMMITMENTS

The Group leases certain of its office premises, motor
vehicles and machineries under operating lease
arrangements.

At 31 March 2010, the total future minimum lease
payments under non-cancellable operating leases are
payable as follows:

28.

29.

E—
REREREBRME
TEFRERS

REFE BRH—RBFERER
T8 A5 2k ﬁ%m 190 oooﬁefrﬂz%
EE B  DLERAS A
Billion Wealth?ﬁtﬂZ%ﬁ?ﬁ(ﬁﬁﬁ i3
— W EFIBE A BT 5E24(a) i) ©

KREHERE
AEERBEERES EK%J*% iEs
TFRAEYE  AEBE RS

RZE—ZFF=A=+—H BE
A RE 2 L HE RN Z KK
REHEERBERENT

2010 2009

—E-=F —ETNF

HKS$'000 HK$'000

BEFTT BB F T

Within one year —F R 4,975 6,145
In the second to fifth years —FEFRF

inclusive (BIEEREME) 4,571 2,966

9,546 9,111

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

REHEFRAEAKTERES T
WE MAEWE W LTERE
NezHE - EREMETE 2 HOFH
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30. EQUITY-SETTLED SHARE-BASED 30. BB A EURGDAER

118

TRANSACTIONS

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 2010 and
20009.

SMI Publishing Group Limited | Annual Report 2010

R

RZFE-_F—A+HA AQF
R — AR 8 (AR
2l])  BEZE ARFESE
ARNERERES (BEFENT
BEE) THRAB - EERAEHNE
A([BERAT]) BREREER
EETEG A B R TR ERE S
FHRANE23EAREARE R
D2 BRI - BERRERT Bl 2 B
MEEREERATYREEE
RZEBRER - ITHEREBREST
B} R R A 2 AT AR E Ath 18 AR SE AR
FEAREET B L 2 FT B IR IR s
ABETZRMDBHETBBARAR
AR BRI ERELEZ A
B2 BEBITIRAN 2 10% + Mz PR
AR RAEHAAFREE
HoBREFENR _TT-F—A
T+THEHRBEREEZE ST -F
—A+HEB+EAFHERTE B
AEAE AR B R R B A SR a8 -

FRA R R I EAR IR R AR &
B ER R -

RIE—ZEER_ZTTNE=A
—t+— B EERERNRITE



Notes to the Financial Statements r e eor ended 31 werch 2010
BTSRRI GE oo e socp—r nuse
S B

31. RETIREMENT BENEFITS SCHEME 31. R KE R+ E

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 statement of
comprehensive income of approximately HK$1,260,000
(2009: approximately HK$933,000) (Note 10) represents
contribution payable to these schemes by the Group in
respect of the current accounting period.

AEBRBREBERBAFERESR
EHEPI B EBIBEE B EFIEOIE
AERERAER 2 & B &% H
MRESFE ([RESFE]) -
BESHEABIETEATET
BHHPORAKFE-RIZRESE
2 EERHEESEEREEM
U A Z5%[mET B - & AME
AU Az EBR &8 %20,0007T © 5+
22 MBS R -

B £ SRt 2 RS - 2N 6% 18 I
H B AESI T RIKIERER]

Riza2HRERMNB 2 ERE
KA A4 575 81,260,000 (—Z 2 F
FLE #4978 %933,0007T) (A qE
10) AT A EERZE
FTEIEN 2 ke
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32. CONTINGENT LIABILITIES

During the year ended 31 March 2010 and 2009, the Group
and the Company have the following material litigations:

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 Company. Court judgments have
not been stated and the amounts claimed were in aggregate
approximately HK$517,000 (2009: 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 2010 and 2009.

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 crystallize and no provision had therefore been
made in respect of the claim.
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33. RELATED PARTY TRANSACTIONS 3B.BEALRS
Name of related parties Relationship
BEALER &
Strategic Media A substantial shareholder of the Company
Strategic Media RAFIZEERR
SMI Corporation Limited Strategic Media is a common shareholder of SMI
("SMI Corporation™) Corporation and the Company
EXEREBRBR AR Strategic Media B 2 XBIEEE ARG 2
(TE2xEEEE]) HERER
(a) In addition to the transactions disclosed elsewhere in (a) BRI BREREMBOHEER
the financial statements, the Group also entered into ZRXGHN FAREREINE] L
the following related party transactions during the year. NTEREALTR S
The Group
rEH
2010 2009
—E-EF —TENF
HK$°000 HK$'000
BT BT T
Interest expenses on loan BEEXEFEERER Y
from SMI Corporation ERZHNERX 219 226
Interest expenses on loan B Strategic MediaZ
from Strategic Media ERZHMER - 320
Interest expenses on loan EEWl Wk =$L
from Star East ERAFIZER
Management Limited ZH B - 59
(b) Key management personnel remuneration (b) EREEAEME
Remuneration for key management personnel, included TEEBRAEMeREXH
amounts paid to the Company’s directors as disclosed ?$@ﬁ§$ﬁﬁﬂﬁﬁf12ﬁﬁﬁ
in Note 12 and certain of the highest paid employees as B)kETESHEES (0
disclosed in Note 13. RE13PTHRER ) Z FRIH

REEHmEEERAT | —=—sg4m 121
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34. 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 are 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 31
March 2010, the Group had certain concentration
of credit risk as approximately 18% (2009: 11%)
and 6% (2009: 29%) 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.
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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 2010, the Group had undrawn loan
facilities available from Billion Wealth of approximately
HK$8,449,000 (2009: HK$14,750,000), respectively.
The directors plan to seek financial support from Billion
Wealth to provide adequate funds for the Group to
meet its liabilities as they fall due, both present and
future.
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES M. cREMREEEERBE

AND POLICIES (Continued) (#&)
(b) Liquidity risk (Continued) (b) ABEERABS (&)
The following liquidity table set out the remaining TREIANEEBRARRF]Z
contractual maturities at the end of the reporting MBAaERHREHR 2 FH
period of the Group’s and the Company’s financial BHEHER  ZEVBEAE
liabilities based on contractual undiscounted cash TR EBEAEHARMIARERE
flows (including interest payments computed using (BREARSHNE (B
contractual rates or, if floating, based on rates current FE) - BRI E R 2 IRATH
at the end of reporting period) and the earliest date the E)FHEZNENR) kALK
Group and the Company is required to pay: ERAABEMNRZEFH
HIREE:
The Group rEE
2010 2009
sg-35 “EhE

More than  More than Total Morethan ~ More than Total

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

AHAEE ABKEE

-ERg BE-EE  BEREE 7YY Y -Eh3 BE-FE  BERER B4%E
REX  OMWE  ONEE BEZE 88  BAE  KEX  JWAE  JREE  BEEE 48 BEE

HKSO00  HKSU0D  HKSOO0  HKSO00  HKSUOD  HKSUO0  HKSOOD  HKSOO0  HKSOOD  AKSODO  HKSOOO  HKSOOD
E¥Fn ERTR ERTn BRFn BMFL BEFa BETr BETn BETL EETn BRTn BETx

Borrowings ®E 74,484 224,884 = 120,312 419,680 367,831 60,766 157,310 - 120320 338,3% 297,630
Convertble note TARER 2,000 - - - 2,000 1914 50,000 - - - 50,000 31,131
Trade and other payables 85 R £ U8 2,098 - - - 2,098 2,098 26,769 - - - 26,769 26,769
98,582 224,884 - 120,312 443,778 391,843 137535 157,310 - 120320 415,165 361,530
The Company RAF
2010 2009
%-%F ZITNE

More than  More than Total More than ~ More than Total

Within ~ 1yearbut 2 years but contractual Within -~ 1yearbut 2 years but contractual
Tyearor  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

AHARE AHRER

-FRy RE-5E EEREE RENE —Fhy RE-FE  BERFE Reiig
REX  OREE  SWEF #AIE ag REE REX  JREE  ORDF  B8IE 2% REE

HKSO00  HKSO00  HKSO0D  HKSOOO  KKSUOD  HKSOD  AKSOO0  HKSOOD  HKSOOO  HKSOOD  AKSOO  HKSTOOD
E¥FR  ERTR  ERTT BRFn BRFR BRTR EETr BNTn BT BT ERTL ERTR

Borrowings 5 65439 224884 - 5657 347980 315582 51412 157310 - STE60 266440 246650
Convertible note THRRE 2,000 - - - 2,000 1914 50,000 - - - 50,000 37,131
Due 1o a subsidiary ERNERRFE 1819 - - - 1819 1819 - - - - - -
Other payables HibERZE 5153 - - - 5153 5153 4005 - - - 4005 4005

A1 2488 - 57657 356952 324468 105497 157310 - ST660 320467 287,806
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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 M. cREMREEEERBE

AND POLICIES (Continued) (#&)
(c) Interest rate risk (Continued) (c) FIEmE R (&)
(i) Interest rate profile (i) FIRBER
The following table details the interest rate profile TRFINAEBER TS
of the Group's borrowings at the end of reporting HIREE Z RN :
period:
The Group
bS]
2010 2009
—E-ZF “TTNE
Effective Effective
interest interest
rates rates
BEFx ERM=
% HK$000 % HK$000
BEFT BEFT

Fixed rate borrowings: EERREE:

Borrowings E= 0.5-24 47,120 12-36 35,602
Convertible note BRREE 34.8 1,914 348 37,131
49,034 72,733

Variable rate borrowings: #EFIREE:

Borrowings (1| 5-6 200,544 563 171,300
Total borrowings EELE 249,578 244,033
Fixed rate borrowings as EEFEEERG

a percentage of total BEEEFEZ

net borrowings Bo 20% 30%
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34. FINANCIAL RISK MANAGEMENT OBIJECTIVES
AND POLICIES (Continued)

(c) Interest rate risk (Continued)

Interest rate profile (Continued)
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(%)

(o) MRmEMR (&)

. cHEREEEERBER

() M=HR (&)

The Company
LN
2010 2009
“2-%% “TTNE
Effective Effective
interest interest
rates rates
BRAIE BRME
% HKS$'000 % HK$000
BT BT
Fixed rate borrowings: EERREE:
Borrowings BE 0.5-24 47,120 12-36 35,353
Convertible note AHRRER 34.8 1,914 34.8 37,131
_____ i | s
Variable rate borrowings: #EFIREE:
Borrowings B8 56 157,339 563 129,605
Total borrowings EERE 206,373 202,089
Fixed rate borrowings as Bl MEEER
a percentage of total BEETEL
net borrowings Bo 24% 36%
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

(c) Interest rate risk (Continued)

(ii)

Sensitivity analysis

At 31 March 2010, 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$797,000
(2009: HK$746,000).

The sensitivity analysis above has been determined
assuming that the change in interest rates had
occurred at the reporting 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 reporting date. The
analysis is performed on the same basis for 2009.

(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.
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34. FINANCIAL RISK MANAGEMENT OBIJECTIVES
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
2010 and 2009.
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35. POST BALANCE SHEET EVENTS

(a)

Subsequent to the end of the reporting period, and
up to the date of expiry of the Note on 30 April 2010,
part of the convertible note of nominal values of
HK$1,000,000 were converted by a note-holder at the
conversion price of HK$0.05 per share, resulted in the
issue of, in aggregate, 20,000,000 new ordinary shares
of the Company.

On 12 May 2010, 261,473,945 ordinary shares of
the Company, which was originally held by Strategic
Media and pledged to Billion Wealth for loan facilities
of HK$60,000,000, were taken over by Billion Wealth.
Billion Wealth was then a substantial shareholder of the
Company.

5. FE ARSI

(a)
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RESULTS E
For the year ended 31 March
BE=B=1-HLEE
2006 2007 2008 2009 2010
“EERFE —ZTHFE —TT)\& —TTHhE —E-2F
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
BEFT  EMFrT  EEFr  BEFT  EETR
Turnover EED 84,051 67,754 48,558 31,490 35,108
Cost of sales HENA (129,331)  (101,356) (69,022) (51,281) (55,060)
Gross loss ESE) (45,280) (33,602) (20,464) (19,791)  (19,952)
Other revenue and other net gains Hi A R F s 3,685 3,067 37,387 2,334 8,401
Distribution costs BITHA (2,691) (2,162) (617) (518)  (10,788)
Administrative and other operating expenses  {TH M E &4 ER % (40,635  (37,062)  (39,148)  (22,791)  (23,022)
Impairment losses recognised, net BRARESEFE (828) (1,788) (2,172) - =
Gain on disposal of subsidiaries HEMB L Aka - 576 - - =
(Loss)/gain on deconsolidation of HELARIRHREAEAEL
a subsidiary (B18) Mz 9) 2,225 - - =
Loss on disposal of available-for- sale HETHEERE
investments gl - (232) - - =
Loss from operations EEER (85,758)  (68,978)  (25,014)  (40,766)  (45,361)
Finance costs BIRAR (15,733) (24,213) (26,413) (25,274) (20,721)
Share of results of associates AE—FEBEAREE (866) (579) (138) - -
Loss before income tax BREGEHAEE (102,357) (93,770) (51,565) (66,040) (66,082)
Income tax FriSH 1,385 (11,075) 900 1,580 2,339
Loss for the year FEBB (100,972)  (104,845) (50,665  (64,460)  (63,743)
ASSETS AND LIABILITIES EERAE
As at 31 March
R=B=+-H
2006 2007 2008 2009 2010
“EEXF —EE+F —TE)\F —TTHhF ZE2-BF
HK$'000  HK$'000  HK$000  HK$'000  HK$'000
BEFT  EMFT  BETr  BEFT  BE¥Txn
Total assets EERS 49,893 32,722 11,422 10,447 17,524
Total liabilities aEER (195,545)  (285,390)  (312,667)  (376,152)  (403,942)
(145,652)  (252,668)  (301,245)  (365,705)  (386,418)
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