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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET
(“GEM”) OF THE STOCK EXCHANGE OF HONG KONG LIMITED
(THE “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 of the Exchange and no assurance is given that there will
be a liquid market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock
Exchange of Hong Kong Limited 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 report.

This report, for which the directors of the Company (the
“Directors”) collectively and individually accept full responsibility,
includes particulars given in compliance with the Rules Governing
the Listing of Securities on GEM of The Exchange 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:

1. the information contained in this report is accurate and
complete in all material respects and not misleading;

2. there are no other matters the omission of which would make
any statement in this report misleading; and

3. 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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CHAIRMAN’S STATEMENT

On behalf of the board (“the Board”) of directors (the “Directors”)
of Neo Telemedia Limited (the “Company”), | am pleased to
present to the shareholders of the Company the annual results of
the Company and its subsidiaries (collectively referred to as the
“Group”) for the year ended 30 June 2011.

REVIEW AND ANALYSIS

During the year ended 30 June 2011, the Group’s operations
comprised the production and sales of videos and films, the
licensing of video and film rights, artiste management, sales and
distribution of telecommunication products, provision of wireless
services, and the design and production of traffic signboards,
computer graphics, advertisements and signal system equipment.

During the year under review, the Group completed the acquisition
of Ease Ray Limited and its subsidiaries (collectively referred to
as “Ease Ray Group”). With the contribution from Ease Ray Group
and the improved performance of China Wimetro Communications
Company Limited and its subsidiaries (collectively known as “China
Wimetro Group”) that were acquired in the previous year, the
Group’s net loss attributable to owners of the Company decreased
from approximately HKD44.5 million for the year ended 30 June
2010 to HKD36.3 million for the year ended 30 June 2011 and
the Group’s turnover increased from approximately HKD44.6
million (restated) for the year ended 30 June 2010 to HKD45.3
million for the year ended 30 June 2011. The Group’s net loss
attributable to owners of the Company for the year of approximately
HKD36.3 million was mainly resulted from the share options, with
a fair value of approximately HKD38.3 million, granted to the
Group’s management and other individuals who had contributed
to the acquisition of Ease Ray Group. In fact, without the effect of
the grant of share options, the Group would have made a profit
attributable to owners of the Company of approximately HKD2
million, for the year ended 30 June 2011, in contrast to a loss of
approximately HKD44.5 million for the year ended 30 June 2010.

ETERES

RKAMAREKRTBEFECEREARAF (AR
ADESF(Ex) e (B8] AARAKR
REARAREWBAR (RESIAEE])H
E-T—FRAZTHALFEZFEES -

B B & 7 #

HE_ZT——FA=THLFE £TEED
EBERRENEERETERY L - RHEKK
WEHEBXME BEAETE  HERDHEME
i REESRTE - ALK REERBETR
- BEREX  BERGERERGRE -

REBEFEAN  AEETZKEBERERAQA
LREWMBERAR (REAIEREE]) - Xl E
SEBZERMMREFRBEZPERERNTA
EERARNEK B AR (Sl R[5 B &R
MEE])ZRANE BE-FT——FRA=
THIEFEARBEE ARGEASEFEEH
BE_ZZFEXRA=THILFENMLEEE
TR E3IEEET BAEEHE_—T——
FRAAZTRLFEZEZXBERBEE_T—F
FRA=ZTBIEFENI46AEET (KBS E
MEASIBEETT - FAARBHRA ARIEARE
BFEIEA363AEET TEARNMEEERE
EEAEBEREEFELERMOEMBEARD
NFEHF/IBIABLE T2 BRIEME - B
b BRREBREZEZE  AREEBE-F
——FRNAZTALFESREARRAEARA
FIEENAR2AEAT  MBE-T—FTFX
A=Z1THLEFERBENIASAEET -

—®— —%% | Annual Report 2011 0D



TecEnEn
CHAIRMAN'S STATEMENT
BREAK B

EXRBERIDRK

= E/
AL

FEHREE
Film exhibition and film rights licensing
Eﬁz
@?Z%_—Eﬁﬂ:+aiiﬁ’%w
NREZMRERE RER D BEREEERNR
1298 8B RE—FE2338BEEBT K
o NHREZERMNFNIETHRITIESR ©
N A

FEXRN

g

and sub-licensing
During the year ended 30 June 2011, the segment of film
exhibition and film rights licensing and sub-licensing recorded a
illion, representing a
8 milli 4961.8% ©
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turnover of approximately HKD12.9 million
decrease of approximately 61.8%, compared with HKD33.8 million
in the previous year. The decrease is mainly because no new titles
were completed during the year. Turnover for the year was mainly
derived from residual income, such as licensing fees from video EEEZREEE -
and television, from titles completed in previous years, such as
Echoes of the Rainbow” and “Beauty On Duty”.
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Artiste management
Since the formation of the artiste management team in 2007, the

Group has signed up a number of artiste. This segment has
continuously contributed stable revenue to the Group. During the
year under review, this segment recorded a turnover of HKD5.2

million (2010: HKD5.3 million)
Sales of telecommunication products and
provision of wireless services

In September 2009, the Group completed the acquisition of China
Wimetro Group. With the continuous effort that the management

EX
FHEINA)176.4%

had put into this newly-acquired group, both efficiency and
profitability of China Wimetro Group improved during the year. In
addition, China Wimetro Group’s full year operation results have
been consolidated into the Group for the year end 30 June 2011, S
[ i : RE-BZEZ
. DEZEEFERAHE_T—ZSFA=THL
FEHNSOEEBTEMEIS2CEEE T B E

compared with only nine-month results were consolidated in 2010

Turnover for this segment increased from approximately HKD5.5
million for the year ended 30 June 2010 to HKD15.2 million for
representing an increase of

the year ended 30 June 2011
approximately 176.4% over last year
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CHAIRMAN’S STATEMENT

Design and production of traffic
signboards, computer graphics,
advertisements and signal system
equipment

In April 2011, the Group completed the acquisition of Ease Ray
Group, a group that engages in the business of outdoor advertising
media, which is a fast growing sector in mainland China. Ease
Ray Group is authorized to bring advertisements to public via
pedestrian traffic lights in mainland China. As at 30 June 2011,
approximately 1,800 traffic lights were installed in four cities,
namely Nanchang, Shangrao, Zhangjiajie and Xiamen, on a
permanent basis while approximately 200 traffic lights were
installed in ten major cities throughout China on a trial run basis.
Since the completion of the acquisition, Ease Ray Group has
contributed turnover of approximately HKD12 million with a
segment profit of approximately HKD5.8 million to the Group for
the year ended 30 June 2011.

PROSPECTS

The venturing into the telecommunication and outdoor advertising
media sectors in mainland China is an important move of the
Group to benefit from these fast growing sectors. Although the
European debt crisis has a significant impact on the global
economy, we are still optimistic in the overall economy of China
given the fact that the Chinese government continues to stimulate
domestic demand and consumption.

Given the outstanding performance of the newly-acquired
businesses, i.e. telecommunications and outdoor advertising
media, and their positive outlook, the Group will put more
resources in these profitable segments.

ETERES

Rtk

EERBETE Bk
X-BEE

RIEREBERGRE

[

R-ZE——FNA  AEEZKEEZEEDN
Wis - ZEBEDEEPINEERERT - %X
BHSETEAMERNSRERRY - B
SECERBEETEAMELTARRBER
HE - RIE——FXA=1TH ZEECE®
& b8 RRAMEPIER T ZE491,800
EEERBEE  THEE2ETEXZERHLELD
2002AEREE - BTERWBEIANR - EREE
HAKRBHE T —FRA=THLFEZ
EERBEBAORIZAESET - 2 BHENK5.88
BET-

R

EETFEANBNEREFIINEESREHASE
EEZETEERAVGE 2 ZARTZENS B
EEEENERE - BERMNEBEBRY 2K

BEEREATE  HERTBEBFHESZ IR
HMABEHEE - BRAR ST EBEEEARK
REEB -

ENEMLPIESRESHNREERBEED
RRAFRRY - AEEBEZSF AN BOHD
BRAEZER -

—®—— %% | Annual Report 2011 O/



HESAMERRRMERRK
RZE——FNA=ZTHEILEH%E  ~EE
EREKEESHAERAFTRENBAR (5B A
=B | Ik

=mEx

B & :h =2

[BEASEE]) RUEE - pEZET
o BESERSESFE LA RBE
BRGBELHEEF R - ZREENTEE
REEAREREREEER SR BBERE
ﬁ& SEANR3IGE T —R
B REEESA
5 b B

IS EI=]
=

CHAIRMAN’S STATEMENT
FEHREE
Sales of telecommunicati_on products and

provision of wireless services

After the close of business on 30 June 2011, the acquisition of
Smart Long Limited and its subsidiaries (collectively referred to
°ﬁmt
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as “Smart Long Group”) was completed. With the continuous
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demand for mobile value-added services driven by “Triple Play”,
provision for high-quality telecommunication services is expected
to be a profitable business. Smart Long Group is granted an

exclusive right to sale and market the HTS filtering solutions in
Guangdong and Guangxi, the PRC. The HTS filter for the 3G and
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4G base stations will improve the quality of the voice and data
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wireless networks and substantially reduce the infrastructure costs
for mobile operators. The Directors consider that the HTS filtering

solutions business will enhance the Group’s existing development

on the telecommunication value-added products and contribute
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cash flows as well as profits to Group
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Design and production of traffic

signboards, computer graphics
advertisements and signal system
equipment
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While the Group will continue to explore the market of major cities
throughout China, such as cities in the Changjiang River Delta
and Pearl River Delta, the Group’s major target for 2012 is to
explore the market of municipalities in China, such as Beijing,
Shanghai, Guangzhou and Shenzhen. Currently, the Group is
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negotiating with the relevant authorities of two of the municipalities
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over the licensing of installation of pedestrian traffic lights. In
addition, up to the date of this report, the Group has entered into

agreements with two cities that were on trial run during the year
under review to install pedestrian traffic lights on a permanent

| believe that China’s long-term economic

basis.
fundamentals remain sound in spite of the current market

Going forward,
condition. The Group will continue to focus on developing the
above two profitable segments. On the other hand, the Directors
will reorganize certain loss-making businesses and risky projects
in order to minimize the Group’s exposure to financial as well as

business risks
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CHAIRMAN’S STATEMENT

FINANCIAL POSITION

During the year under review, the Group generally financed its
operations with internally generated resources, except for the
issuance of convertible notes on 2 June 2011. As at 30 June
2011, the Group did not have any interest-bearing borrowings
(2010: Nil).

As at 30 June 2011, the Group had current assets of approximately
HKD171.2 million (2010 (restated): HKD238.2 million), including
cash and cash equivalents of approximately HKD12.2 million
(2010: HKD148.2 million), and trade receivables, prepayments,
deposits, other receivables and payment in advances of
approximately HKD159.0 million (2010 (restated): HKD90.1
million); and current liabilities of approximately HKD140.1 million
(2010 (restated): HKD89.7 million). The Group’s current ratio had
decreased from approximately 2.7 times as at 30 June 2010 to
approximately 1.2 times as at 30 June 2011.

The Group had total assets of approximately HKD1,291.6 million
(2010 (restated): HKD540.9 million) and total liabilities of
approximately HKD185.8 million (2010 (restated): HKD89.7
million), representing a gearing ratio (expressed as total liabilities
to total assets) of approximately 14.4% as at 30 June 2011 (2010
(restated): 16.6%).

The Group’s turnover for the year ended 30 June 2011 amounted
to approximately HKD45.3 million (2010 (restated): HKD44.6
million).

COMMITMENTS, DEED OF CHARGE
AND EVENT AFTER THE REPORTING
PERIOD

Details of commitments, deed of charge and event after the
reporting period of the Group were set out in notes 36, 39 and 41
to the consolidated financial statements.
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CHAIRMAN’S STATEMENT
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FOREIGN EXCHANGE EXPOSURE
AND TREASURY POLICIES

Most of the Group’s cash balances and income are either
denominated in Renminbi or Hong Kong dollars. In view of the
stability of the exchange rates of Renminbi and Hong Kong dollars,
no hedging or other alternatives have been implemented. As at
30 June 2011 and 30 June 2010, the Group did not have any
outstanding hedging instruments.

EMPLOYEES

As at 30 June 2011, the Group had 64 staff (2010: 30). Total
employee remuneration, including that of the Directors, for the
year under review amounted to approximately HKD42.0 million
(2010: HKD5.3 million), including share-based payments of
approximately HKD38.0 million (2010: Nil). The Group
remunerates its employees based on their performance,
experience and the prevailing industry practice. Employee
remuneration, excluding Directors’” emoluments, is reviewed
annually. In addition to the basic salaries, employees are also
entitled to benefits including bonus and mandatory provident fund.
On 22 July 2002, the Company had adopted a share option
scheme under which full time employees, including Directors, of
the Company and its subsidiaries, might be granted options to
subscribe for the Company’s ordinary shares. During the year,
115,500,000 share options (as adjusted due to the share
consolidation effective 30 June 2011) were granted under the
share option scheme. Details of the grant of share options were
set out in note 32 to the consolidated financial statements.

APPRECIATION

On behalf of the Board, | would like to take this opportunity to express
my appreciation to the Group’s shareholders and customers for their
utmost support, and to the management and staff for their dedication
and contribution to the Group during the year.

LI Hongrong
Chairman

Hong Kong, 29 September 2011

10

FEFEEEBAER 2T | Neo Telemedia Limited

S BEE B B I Bt 5 BRUSR

AEBABNRSEHRMBATIAARESE
TUHE - ERARBEBTEXRIZE  UEE
T¥ P EMER - R—_FE——FXA=1H
kZZ—FFXA=1H AEELEEFKR
TAREZEHRTA -

=]

RZZE——FRA=+H rEEF6IEEE

TE-TF30%) c MEFEZEEEANE
(BREEEM) N ARL2088EL(ZE—F
F :5.3B®BIL) - AT BEARND BERZH
FH3BOEEEL (CE—ZTF  T) - AEFARK
REB2RHE  KREATTEREIEEEREER
e -EEME (TREZEEME) 8FR -
BREAFHEI - BENER BB REHE
RIELEFRN - ARFAR_TZT_FLA-+
—ARABIRAERTE - Bt ARFRREKE
NEAZERES (BRES) A ERBERE - X
RBEARREER - A - REBREFBIXR
tH115,500,00017 #E A4 (E D & HF (R =T —
—FERNAZTHAEREFELAR) - BRHER
BZHBENGRAM B RRMEI2 -

&

RANERIBERREFTEANAKELBER
REPRFA—MEEENZ NXFHREEEM
ETRFANSGE TFEMEAEEFELNE

2
FHRE

BB —_E——FNALAZ-TNH



BIOGRAPHY OF DIRECTORS

EXECUTIVE DIRECTORS

Mr. LI Hongrong, aged 50, was appointed as the chairman and
executive Director on 30 October 2008. He graduated from tertiary
institution in China and has extensive corporate management
experience in various commercial sectors and capital market. He
has worked closely with governmental, financial and
telecommunication industries.

Mr. ZHOU Zhibin, aged 40, was appointed as executive Director
on 2 November 2009. He graduated from Zhongshan University
and Lingnan College, and obtained a Bachelor degree in
Economics. He worked in a number of PRC financial institutions
from 1992 to September 2000, responsible for credit
management. Since then, he worked for Guangzhou Youngy
Management & Investment Group Co., Ltd. and other investment
companies, responsible for investment, financing and guarantee
business.

Mr. Theo EDE, aged 38, was appointed as executive Director on
13 May 2010. He graduated from the department of philosophy
of Freiburg University in Germany and obtained a Master degree
of Arts. He has served with various international enterprises such
as General Electric Company in Europe and Nanhua Futures
Company, Limited in PRC as a senior management member. He
is familiar with international capital market and deeply
comprehensive of the development of macroeconomy, holding
professional qualification of futures industry in PRC.

Mr. OU Bai, aged 47, was appointed as executive Director on
13 May 2010. He graduated from Guangdong University of
Technology with MBA degree, holding a economist qualification
certificate. During the period of 1987 to 2010, he has served as a
senior management member and economist with various Chinese,
American and Hong Kong companies. He has over 23 years of
extensive experience in investment analysis and research,
corporate listing and financial market, and is versed of market
operations.
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Mr. ZHANG Fan, aged 39, was appointed as executive Director

and chief executive officer on 9 September 2010. He graduated
from Stanford University, the United States of America with a

BIOGRAPHY OF DIRECTORS

Master of Business Administration and Bachelor Degree in
Economics. From 1997 to 2010, he has worked at international
investment bank Goldman Sachs and venture capital funds Draper
Fisher Jurvetson ePlanet Ventures and Sequoia Capital China.

He has extensive experiences in investment analysis and research
for People’s Republic of China companies, corporate listing as
well as financial markets. Mr. Zhang has served as non-executive

directors of companies listed on NASDAQ, the United States of

America and Tokyo Stock Exchange (such as KongZhong
Corporation). Mr. Zhang has also served as non-executive director
of Baidu, Inc. a NASDAQ the United States of America listed

company before Baidu, Inc.’s initial public offering. Mr. Zhang
has also served as board observer of Focus Media Holding Limited

a NASDAQ the United States of America listed company before

Focus Media Holding Limited’s initial public offering.

Mr. HU Yangjun, aged 38, was appointed as an independent non-
executive Director on 13 May 2010 and re-designated as an
executive Director on 15 December 2010. He graduated from

Anhui Normal University. He has worked in Zhejiang Orient Group,

MIEfERTERABRAAF (Zhejiang Ju Neng Dongfang
Holdings Company Limited) and Insigma Group Co., Ltd. He has
several years of corporate management experience in various

industries such as IT and international trade. Mr. Hu is a member

of All-China Youth Federation.
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BIOGRAPHY OF DIRECTORS

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. LAM Kin Kau, Mark, aged 57, was appointed as an
independent non-executive Director on 31 March 2005. Mr. Lam
is a practicing certified public accountant in Hong Kong and a
member of the Institute of Chartered Accountants in England and
Wales. Mr. Lam is also members of the Hong Kong Institute of
Certified Public Accountants and the Institute of Chartered
Secretaries and Administrators respectively. He has over 23 years
of experience in professional auditing, accounting and financial
management. Mr. Lam is currently the sole proprietor of Messrs.
Mark K. Lam & Co., certified public accountants, which is
specialized in providing professional auditing and corporate
advisory services to various private and public entities. He is also
the independent non-executive director of CCT Resources
Holdings Ltd., which is listed on the GEM of the Stock Exchange.

Professor SONG Junde, aged 73, was appointed as an
independent non-executive Director on 14 July 2010. He is a
professor and doctoral supervisor of Computer College of Beijing
University of Posts and Telecommunications. He is currently a
director of PCN&CAD centre, Beijing University of Posts and
Telecommunications, which is a key ministerial-level laboratory
of Ministry of Industry and Information Technology (MIIT),
chairman of CMIS of China Communications Standards
Association (CCSA), honorary doctor of Moscow Institute of
Electronic Engineering, subject appraisal group member of
Academic Degrees Committee of the State Council, postdoctoral
evaluation expert of Ministry of Personnel, Chinese chairman of
IFIP TC7 of International Federation for Information Processing,
communication technology committee member of Ministry of
Information Industry and professional consultant of satellite and
radio, specialist of Expert Advisory Committee of CCSA, expert of
Technical Committee of CCSA, deputy director of Network and
Data Communications Professional Committee of China Computer
Federation, director of PCN&CAD centre and CTI research centre
which are key ministerial-level laboratories of Ministry of
Information Industry. He previously held various positions in Beijing
University of Posts and Telecommunications including chairman
of Academic Degrees Committee and dean of Graduate School.

EEEE
BYFHTES

MEREE 575 R _TTRAF=A=1—
REZIABIULIIFNITES - MELERB A
Kt estal REBEERBASFEMA
BEH  MELETDRIREEETMAE L
AWERITHRAEBRAEEE - MELEFER
2 Bt UK EETERBER23F 2 &R -
MELERBAX ST EIREEAMER T2
BELEE REBMEBRASZTEMARLED
BBRHEXZZENREXBERFRS - ®IES
FREREEARAR (RERZATAIZER L)
ZBILIFPITES »

REBHR 735 RZE—ZF LA +MA
BEZEARBIIENTES - B RBEKRE
STEMER MR FRIE T A ER - HIRETEE
AR ELHEH = TREEAZEPCNLCADF O E
£ FRBEEECHECMISER - EHHE
FIRRSHRLEEEL  BKRENEE 2R
HEMEKE BRASHETIBRTEER
BREBBMASIFIPTC/TTREE T AEBEE
DAEHEZZERAEHESEAANER
TEBEEECHEERFBERNEZEFER  H
HBERECHERNEESER - PEFE
HEeREYEREEEZESAET =
BEEDPREZERZEPCNACADF LFICTIHF
RALET BEAEABEASRENEZE
CEFE  PARESRERER -

—Z— — %53 | Annual Report 2011 13



BEABR

mEX

REBEEHR 4657 0 TIREBH L
BREBETRAARERETAEM - BERT
RER=AMERREIRE - HIRE
B205 L | BRIR 35 T 8 O E R B BUR B 9T R
REBR= AR ERIRE

GEgETEELZE

OEE T
MEMMK - FEZETF
%8 THSFEXERRESEER T
BT ERRNBEBNTEFER - WAKE
S HTENZ ([
Z AR KM
=g=

=
TELEMEDIA
MEIFIEISER

EERERE
Professor CHEN Lujun, aged 46, is a Doctor of Engineering,
Professor of Department of Environmental Science and

Engineering, Tsinghua University and a doctorial tutor. He worked
T
ZEPEIREREE

SERCHI100TRRIZ A 8l - A AHE I

BIOGRAPHY OF DIRECTORS

BR ARG RIAFTIREE © WIT
EMEE - WIFRFE—

as a Deputy Director of Yangtze Delta Region Institute of Tsinghua
SEFHRBRESE -

University, Zhejiang. He is currently the Director of Centre for
Technology and Policy research of Pollutants Control and

Environmental Quality Improvement, Tsinghua University, the

Director of Research Institute for Environmental, Yangtze Delta
Region Institute of Tsinghua University, Zhejiang, a member of

the 10th Committee of the All-China Youth Federation, Vice
President of China Youth Association for Economic Development
and one of Provincial Middle-aged and Young Talents with

Outstanding Contributions of Zhejiang Province. He organized and

completed almost 100 environmental projects, and undertook and
participated to complete a number of national and provincial
research projects. He also won various national and provincial

awards. He is also the winner of the 1st and 3rd Scientific and
Technological Award for Young Scholar of Chinese Society for

Environmental Sciences.
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REPORT OF THE DIRECTORS

The Directors present herewith their report and the audited
consolidated financial statements of the Group for the year ended
30 June 2011.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding and
the principal activities of its principal subsidiaries are set out in
note 38 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The Group’s loss for the year ended 30 June 2011 and the state
of affairs of the Group at 30 June 2011 are set out in the
consolidated financial statements on pages 32 to 150. The
Directors do not recommend the payment of any dividend in
respect of the year.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on pages 151 to
152. This summary does not form part of the audited consolidated
financial statements.

RESERVES

Movements in reserves of the Group during the year are set out in
the consolidated statement of changes in equity on pages 35 to
36.
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~ REPORT OF THE DIRECTORS
CIR: 334

T —FXAS+E  AATMTHRDIEE
% 5B %813,027,0008 % (ZE— T4 :
T AR FRE -

EEEHE
DISTRIBUTABLE RESERVES

As at 30 June 2011, the Company has distributable reserves

available for distribution to shareholders of the Company amounted
to approximately HKD813,027,000 (2010: HKD236,162,000).
Under the Companies Law (Revised) by the Cayman Islands, the

share premium of the Company is 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
3 e

W% BERRE

ordinary course of business. The share premium may also be
FAREEYE  BELREBEH 2 FBHL

RAMBEHKRMELS -

RS2)

7

236,162,000/ 7T) * A

RIERSFSQEE IER]) - ARRZEN
REA DK TARBRE - EARBNEREZ
KBS E R BERAENXNERAERE

RS K
BT B R0 (T8 o IR 1938 B 7P DA R AL

BT AN

distributed in form of fully paid bonus shares.

PROPERTY, PLANT AND EQUIPMENT

ISR M 31532 -

Movements in property, plant and equipment of the Group during
the year are set out in note 18 to the consolidated financial
statements.
SHARE CAPITAL AND SHARE R A % B B
FRARTRAREREZS 2 FBHNGE

OPTIONS

Movements in the Company’s share capital and share options
during the year are set out in notes 31 and 32 to the consolidated
=5
R EE
FRARRAZ TRERBERF B NGRS TR

financial statements.

CONVERTIBLE NOTES
Details of the Company’s convertible notes issued during the year
BrEER

are set out in note 29 to the consolidated financial statements.

AARl 2 ZERMAAKFAS S (RA R
ZRVERR)EE VESREELEER K
X B AREEREFEIZLAREE KRR

FHFFE29 o

PRE-EMPTIVE RIGHTS
There are no provisions for pre-emptive rights under the

Company’s articles of association or the laws of the Cayman

Islands, being the jurisdiction in which the Company is
BEFRD -

incorporated, which would oblige the Company to offer new shares

on a pro rata basis to existing shareholders.
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REPORT OF THE DIRECTORS

PURCHASE, REDEMPTION OR SALE
OF LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities during
the year ended 30 June 2011.

MAJOR CUSTOMERS AND
SUPPLIERS

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

Purchases

—  the largest supplier 30% (2010: 6%)
—  five largest suppliers combined 49% (2010: 20%)

Sales

—  the largest customer 35% (2010: 13%)
—  five largest customers combined 86% (2010: 24%)

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

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Company
were entered into or existed during the year.

EEEHRE
BE - MESRHEEDHES

RBEZE-_ZT——FXA=THLFERN AR
AIREEAHBARGERE  BRXHER
NEME EHRES o

TEFEFRHBER

AEBETZHEAMEPMEFARBRIEE
ZBEptmn

BAMEERE30% (CT—FF : 6%)
—  RAAEEEESH4A9% (ZE—FF : 20%)

HE

— BRAEF3B%(ZZE—FF : 13%)
— TAAREFPAH8%(ZE—TFE : 24%)
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DIRECTORS’ INTERESTS AND
SHORT POSITIONS IN SECURITIES

As at 30 June 2011, the interests or short positions of the Directors
in the securities of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (“SFQO")) which were notified to the Company
and the Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO, including interests or short positions which they were deemed
or taken to have under such provisions of the SFO, or which were
required, pursuant to Section 352 of the SFO, to be entered in
the register referred to therein, or which were required, pursuant

EENEZZRERKXR

RZE——F A NA=1+H EFRARAHHE
FEMEEEE (EEREFSRAEGKRL ([FH R
HAE1&MI]) EXVED) 2 B AP B RES %&Hﬁ
ifﬂﬂﬁﬂ%xv%%7&%8’h ZEPAI-iNIN
REfz =X R (BIERERIEE %&Hﬁfﬂm
PlzZ SRR AREEERE 2B
B) o AR FE S R B E IEHIE 3521885 A%
AT 2 BRIz EmSAR - IBEAIZE
W ETRAIES 465 FE5 63K ME BHTES

to Rules 5.46 to 5.68 of the GEM Listing Rules relating to securities RS ZBEBMEG AN T R P72 2 0%
transactions by directors, to be notified to the Company and the BT
Stock Exchange, were as follows:
Long positions in the securities of the RAEQBBEZHFR
Company
(a) Ordinary share of HKDO.10 each of the (a) XA B EREEO0.10/8 T2
Company EBER
Approximate
No. of  percentage of
Name of Director Capacity Position shares held shareholding
BA BARR
BEEnR 14 S v = Bol
Mr. LI Hongrong Interest of controlled corporation Long 14,338,000 Shares 0.74%
(Note)
PR A REH AR 2R HE 14,338,000% f% 15
(Bt &%)
Mr. ZHOU Zhibin Beneficial owner Long 2,486,000 Shares 0.13%
B EE A& E=EAA FE 2,486,0004% f% 17

Note: These Shares are held by Tread Up Investments Limited
(“Tread Up”). The entire issued share capital of Tread Up
was beneficially owned by Mr. LI Hongrong. Thus, he was
deemed to be interested in the 14,338,000 Shares held by
Tread Up pursuant to the SFO.

18
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(b) Share options

REPORT OF THE DIRECTORS

EEEHRE

(b) BiRRE

Number of Approximate

Number of underlying  Percentage of

Name of Director Capacity options held shares shareholding

=] izl BAER

EENR 514 BREZE R ER BO

Mr. ZHOU Zhibin Beneficial owner 15,000,000 15,000,000 0.78%
B &8 5 A& EBEAA

Mr. ZHANG Fan Beneficial owner 15,000,000 15,000,000 0.78%
SR 2 A E=BEAA

Mr. HU Yangjun Beneficial owner 15,000,000 15,000,000 0.78%

A& E EnEAA
Save as disclosed above, the Directors do not have any interests
or short positions in the securities of the Company.

SHARE OPTION SCHEME

Details of the Company’s share option scheme are set out in note
32 to the consolidated financial statements.

DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

Saved as disclosed under the section headed “Directors’ Interests
and Short Positions in Securities” and “Share Option Scheme”
above, at no time during the year were rights to acquire benefits
by means of the acquisition of shares in or debentures of the
Company or any other corporate granted to any Directors, their
respective spouse or children under 18 years of age, or were such
rights exercised by them; or was the Company, or any of its
subsidiaries a party to any arrangement to enable the Directors,
their respective spouse or children under 18 years of age to acquire
such rights in any other body corporate.

BEXHHEEI  EEHMERANRRESF
BAETAERIAR -

B IR T

NAGIEIRERTE 2 BN A M B HRER W
£F32 e
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DIRECTORS

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

Executive Directors:

Mr. LI Hongrong
Mr. ZHOU Zhibin
Mr. Theo EDE
Mr. OU Bai
Mr. ZHANG Fan (appointed on 9 September 2010)
Mr. HU Yangjun (re-designated from independent
non-executive director on
15 December 2010)

Mr. ZHUO Wu (resigned on 16 July 2010)

Independent non-executive Directors:

Mr. LAM Kin Kau, Mark
Professor SONG Junde (appointed on 14 July 2010)

Professor CHEN Lujun (appointed on 15 December 2010)

Ms. CHEN Xiao Rong (resigned on 9 September 2010)

The Directors are subject to retirement and re-election by rotation
in the forthcoming annual general meeting in accordance with
the Company’s articles of association.

DIRECTORS’ BIOGRAPHIES

Biographical details of the Directors of the Company are set out
on pages 11 to 14 of the annual report.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors who are proposed for re-election at the
forthcoming annual general meeting has a service contract with
the Company which is not determinable within one year without
payment of compensation, other than statutory compensation.

20 FEFEEEBAER 2T | Neo Telemedia Limited
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REPORT OF THE DIRECTORS

DIRECTORS’ INTERESTS IN
CONTRACTS

No contracts of significance in relation to the Group’s business to
which the Company, any of its fellow subsidiaries or its parent
company was a party and in which a Director of the Company
had a material interest, whether directly or indirectly, subsisted at
the end of the year or at any time during the year.

INTERESTS AND SHORT POSITIONS
OF SHAREHOLDERS DISCLOSEABLE
UNDER THE SFO

The register of substantial shareholders required to be kept under
section 336 of Part XV of the SFO shows that as at 30 June 2011,
the Company had been notified of the following substantial
shareholders’ interests and short positions, being 5% or more of
the Company’s issued share capital. These interests are in addition
to those disclosed above in respect of the Directors and chief

ESERE
EENEGNZES

ARE - HEARRMEARREFARLE
RIMERABEAREERGMARRESTNEF
EERAERREEAED  ARFRINFR
EARBRDABRIEREH °

BEEZRPERGAATH
BzRRERRKR

RIRFE 5 KB IGRPIEXVEBE 336K 2 47 FTTF
EZIZRREBLMAET R_T——F~A
=tH ARATBEMNE T EIERR 2 #ER
KR BMEARR B BEITRAL%HIA L -
HEERYEFALXAREZEENESTT
BAB#ZmA -

executives.
Long positions 5
Approximate

Number of percentage of
Name Nature of interests shares held shareholding
=r ERME FEEROHE BAKRED
XIAN Yin Yan Beneficial owner 126,761,600 Shares 6.56%
A0 R FE E=mBEAA 126,761,6008% f% {7

Save as disclosed above and in “Directors’ Interests and Short
Positions in Securities”, the Company had no notice of any
interests and short positions to be recorded pursuant to Section
336 of the SFO.

BEXREERNEF 2 BB AR MKRES
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336G ZRTE TIARRE 2 EESRR -

—Z— — %53 | Annual Report 2011 21



mmum

—

NED
TELEMEDIA

el BIS R

REPORT OF THE DIRECTORS
EEEHRE

DIRECTORS’ INTEREST IN
COMPETING BUSINESS

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

CORPORATE GOVERNANCE REPORT

Corporate governance report of the Company is set out on pages
23 to 29 of the annual report.

SUFFICIENCY OF PUBLIC FLOAT

The Company maintained a sufficient public float as required
under the GEM Listing Rules during the year ended 30 June 2011.

AUDITOR

The consolidated financial statements for the year ended 30 June
2011 have been audited by ZHONGLEI (HK) CPA Company
Limited who retire and, being eligible, offer themselves for
reappointment.

On behalf of the Board
LI Hongrong
Chairman

Hong Kong, 29 September 2011

22

FEFEEEBAER 2T | Neo Telemedia Limited

EERNGFRB2ERS

BEARAESHEEERR (EERERL
T AR A1) 70 B 5% (B SE S R A S0 5 Sl T BE R AR 3
FZRGTHEB R

RRBZEEEABRETNAFRE23EE29
=}

AERZLABERE

RBE_T——F A=1THILFE AR
BRIERIR EMARAZRE %h%iZ@%%

=
==1

ﬁi:%——iﬁﬂ_+ﬁtirzﬁfﬁﬁ

BERLEHTE (BB SAMEEMERA
%&’ﬁﬁﬁ&’ﬁﬁéé%lﬁwggm
5o

REEFE

FE

EE S

BE —E——FNA-TNAH



CORPORATE GOVERNANCE REPORT

COMPLIANCE WITH THE CODE ON
CORPORATE GOVERNANCE
PRACTICES

The Company’s corporate governance practices are based on the
principles and the code provisions (the “Code”) as set out in the
Code on Corporate Governance Practices as set out in Appendix
15 of the Rules Governing the Listing of Securities on the GEM of
the Stock Exchange (the “GEM Listing Rules”). The principles
adopted by the Company emphasis a quality board, transparency
and accountability to shareholders. In the opinion of the Board,
the Company has complied with the Code for the year ended 30
June 2011, with the exception of the deviation in respect of the
appointment term of non-executive Directors as mentioned below.

Under code provision A.4.1, non-executive Directors should be
appointed for specific term. There is no specific term of
appointment of the non-executive Directors; however, they are
subject to retirement by rotation in accordance with the articles
of association of the Company. Accordingly the Company considers
that sufficient measures have been taken to dealt with the
requirement in respect of the appointment terms of non-executive
Directors as required under the code provision.

CODE OF CONDUCT REGARDING
SECURITIES TRANSACTIONS BY
DIRECTORS

The Company had adopted a code of conduct regarding securities
transactions by Directors on terms no less exacting than the
required standard of dealings set out in rules 5.48 to 5.67 of the
GEM Listing Rules. The Company also had made specific enquiry
of all Directors and the Company was not aware of any non-
compliance with the required standard of dealings and its code
of conduct regarding securities transactions by Directors during
the year ended 30 June 2011.
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BOARD OF DIRECTORS

The Directors acknowledge their responsibilities for the preparation
of accounts, which shall give a true and fair view of the state of

affairs of the Group. Details of the basis of preparation of financial

statements are set out in Note 3 to the consolidated financial
statements. The Board is also responsible for formulating the

o8

REE 2 RIER

RHEHR - BEEEENERT
SEHRNRAERBETHRS - HMBERIK

BTERERE R-_TE——F~A=+H"

EXedhEEFEN BEREBRTESER

TEER - RITEZRTBREL

(EFE) -~ AEXMSELE - Theo EDESEAE - BUIA%
£ RNEERBHBELRE - BYFRTES

BRERELE RERBEELREEHE - &

=RBIIFEH

EZEEHNEIIZEFL4E -

Group’s long term strategy, determining and approving the Group’s
significant transactions and supervising the management to ensure

thorough implementation of the Group’s policies and effective
performance of their duties. Other decisions are to be delegated
to management. As at 30 June 2011, the Board comprised nine

Directors, including six executive Directors and three independent

non-executive Directors. The executive Directors are Mr. LI
I 4 IR A AR5 A B ZE R =T AR A 565.05(1)

RWGZER  MEFESKE MBI IFNTE

Hongrong (Chairman), Mr. ZHOU Zhibin, Mr. Theo EDE, Mr. QU
Bai, Mr. ZHANG Fan and Mr. HU Yangjun. The independent non-
executive Directors are Mr. LAM Kin Kau, Mark, Professor SONG
Junde and Professor CHEN Lujun. Biographies of the Directors
E L2 FIEE AR -

are set out in pages 11 to 14.

There is no non-compliance with rules 5.05(1) and (2) of the
of the Board and the independent non-executive Directors.

GEM Listing Rules and there is no relationship among members
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BOARD OF DIRECTORS (continuea)

Throughout the year ended 30 June 2011, 20 Board meetings
were held. Details of the attendance of Directors are as follows:

EEE

REBE_Z——FRA=1TBHLEFEREBRT
0REZREH  EEHFEFABOT :

Directors’

Name of the Directors Attendance
EEng EEHER
Executive Directors BITES
Mr. LI Hongrong TR A 20/20
Mr. ZHOU Zhibin B 5T & 19/20
Mr. Theo EDE Theo EDESL 4 20/20
Mr. OU Bai LA 5 20/20
Mr. ZHANG Fan SRIA S 4

(appointed on 9 September 2010) (RZE—ZFFNLANBEZT) 12/15
Mr. HU Yangjun LA e

(re-designated from independent (R—ZE—ZF+_-_A+HHH

non-executive director on 15 December 2010) B IERITEFTEHT) 17/20
Mr. ZHUO Wu EhEE

(resigned on 16 July 2010) (RZZE—ZFFEAT/HEE) 1/2
Independent Non-executive Directors BYHTES
Mr. LAM Kin Kau, Mark MERBR A 18/20
Professor SONG Junde RE BB 16/18
Professor CHEN Lujun PR = B 2

(appointed on 15 December 2010) (RZZE—ZF+_RA+HBEEZME) 11/12
Ms. CHEN Xiao Rong PREEER L L

(resigned on 9 September 2010) (RZZE—ZFFNANBET 4/4

Under code provision A.4.1, non-executive Directors should be
appointed for specific term. There is no specific term of
appointment of the non-executive Directors of the Company,
however, they are subject to retirement by rotation in accordance
with articles of association of the Company. Accordingly the
Company considers that sufficient measures have been taken to

ZHE °

dealt with the requirement in respect of the appointment terms of

non-executive Directors as required under the code provision.
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BOARD OF DIRECTORS (continuea)

Each of the independent non-executive Directors has made an

PRBUIIFNTESY
5.091kPTEL B IEHE S| - T A HES!
EZEUME - -BEFENBFERT - RESFE
Ratim ML EARBE 2 %46 - ERZES

- DAL

CORPORATE GOVERNANCE REPORT

P -
SR

&2
= A
ERECHFEEH -
=

o BREZEECHEES
FAZEFRENEIT -

annual confirmation of independence pursuant to Rule 5.09 of
the GEM Listing Rules. The Company is of the view that all
independent non-executive Directors meet the independence

R mEs
iE g

AATHRE—ARE - =

guidelines set out in Rule 5.09 of the GEM Listing Rules and are
independent in accordance with the terms of the guidelines. The
AY /—
FERITHAR
RIFTRMEXEA2. MK - TERITHRERZ A
BB M EE L BAL
EFEgEFEMFIERNEEZ
RERBE THEAHESREBABRE -
EFEE -

Board held a board meeting for each quarter to discuss and
approve the Group’s results. The then board members attended

the meetings.
REE
|

FR

In addition, the then Directors attended the board meetings to
approve the appointment and resignation of Directors during the

year.
CHAIRMAN AND THE CHIEF
EXECUTIVE OFFICER
Under the code provision A.2.1, the roles of chairman and chief

executive officer are separate and are not performed by the same
individual. The chairman is responsible for overseeing the function

B {ELBERRRBHA
ERES -

of the Board and formulating overall strategies and policies of the
THREEERENEEDNBZERARRZ

TRERITREH  EMUZBED

Group. The chief executive officer, supported by the senior
management, is responsible for managing the Group’s
responsibilities, the business, implementing major strategies,
making day-to-day decisions and coordinating overall business

operations.
Mr. LI Hongrong and Mr. ZHANG Fan were appointed as the

chairman and chief executive officer of the Company respectively

and their roles are segregated.

FEFEEEBAER 2T | Neo Telemedia Limited
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NOMINATION OF DIRECTORS

No nomination committee was established by the Company.

The Board is mainly responsible for identifying suitable candidates
for members of the Board when there is a vacancy or any additional
director is considered necessary. The Board will review the
qualifications of the relevant candidate for determining the
suitability to the Group on the basis of his qualifications, experience
and background.

BOARD COMMITTEES

To assist the Board in discharge of its duties, the Board is
supported by two board committees. Each committee has its
defined scope of duties and terms of reference and the committee
members are empowered to make decisions on matters within
the terms of reference of each committee.

1. Audit Committee

The Company has established an audit committee with
written terms of reference in compliance with Rules 5.28 to
5.33 of the GEM Listing Rules. The primary duties of the
audit committee are (a) to review the Group’s annual reports,
interim reports and quarterly reports; (b) to discuss and
review with the auditor of the Company on the scope and
findings of the audit; and (c) to supervise the financial
reporting process and internal control procedures of the
Group.

The audit committee consists of all of the Company’s
independent non-executive Directors, namely Mr. LAM Kin
Kau, Mark, Professor SONG Junde and Professor CHEN
Lujun. The chairman of the audit committee is Mr. LAM Kin
Kau, Mark, who possesses extensive experience in finance
and accounting.

TRERRE

EEZRA

ARBAB|EIIREERES -

EZe7IEZRAENYEAENE  UEME
EETERYAAEEZERREFTERNEENE
2 -EXERRAVUABRZER KREES
BETAEHASEMSEREEAEAE -

EEXEZEE

RHHESSRETRT EFCEMEESFZE
Bgxk BHEZESSAERAELHARE
LEESE AXZBEeNEARNEEEZE
SRESBENAZEEIELIRE

1. EREES

ARRBEKLBEZEZES - AEHBERD
BAAIER ETRRFS.2885%5.33
k- BENEZEGZTERENQ@BHAE
EZFE - PHRFERS - (D)EART
ZHERE S s BB RER R
(BB AREE 2 M 75 B AR Fr J R E 12
IS

EVEZBRRAARAMEEUIFNTE
EMEHRAE C REBHE LR FHR
MK - BRRE G EFEAMEIRTAE
HBEEEENN LG &R -
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BOARD COMMITTEES (continved) EEZEEw
1. Audit Committee (continued) 1. EREE®®
The audit committee held four meetings during the year REEFEA  BERZESHBIORE
under review and the then committee members attended HoMERcZEENEERREE® -
the meetings.
The Group’s unaudited quarterly and interim results and EZLEESREMAEEEE T —F
audited annual results during the year ended 30 June 2011 NAZTHLEFEZ REEZZE NP
have been reviewed by the audit committee, which is of KENCEGTEEE BERLEERA
opinion that the preparation of such results complied with ERXECRBEERSTERRBETMR
the applicable accounting standards and requirements and 2 WEAEHFTMIFEE -
that adequate disclosure have been made.
Details of the members’ attendance of the audit committee EZZEgeRMKENEFHBOT
meetings are as follows
Members’
Name of the Members Attendance
EEHR BEEHER
Mr. LAM Kin Kau, Mark MRERIR S 3/4
Professor SONG Junde REEHF 4/4
Professor CHEN Lujun PR = & %
(appointed on 15 December 2010) (RZZE—ZEF+_AT+HBEEZMD 2/2
B E LS 1/2
(R-—ZE—ZEFE+-_A+RB&ET
PeR BE 28 2 1 0/0
(RZZE—ZFNANEET)

FWEES

Mr. HU Yangjun
(resigned on 15 December 2010)
Ms. CHEN Xiao Rong
(resigned on 9 September 2010)
Remuneration Committee
B SZ 5 B

2.
The Company has established a remuneration committee
according to the relevant provisions of the GEM Listing Rules

%ET \gﬁ

with written terms of reference. Its primary duties are (a) to

make remunerations to the Board on the Company’s policy
and structure for all remuneration of Directors and senior
management; and (b) to establish a formal and transparent

procedure for developing policy on such remuneration

28 FEFEEEBAER 2T | Neo Telemedia Limited
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CORPORATE GOVERNANCE REPORT

BOARD COMMITTEES (continuea)

2. Remuneration Committee (continued)

The remuneration committee consists of all of the Company’s
independent non-executive Directors, namely Mr. Lam Kin
Kau, Mark, Professor Song Junde and Professor CHEN
Lujun.

During the year, the committee met to discuss the
remuneration related matters. During the meeting, the
performance of executive Directors was assessed, and the
remuneration of whom and the policy of which was discussed
and approved.

Details of the members’ attendance of the remuneration
committee meetings are as follows:

TRERRE

EEZET

2.

FMZEES »

FNEZEERARA ZMBBIFNITE
EMEREE  REARIBEER2EFHE
M e

TR ZRESERTEEBIFNERES
R @RMEATEEZRR - TEAR
BIBA BRI 2 B & B B 2 UK -

FHEZEeeRRERFEFBET

Members’
Name of the Members Attendance
EEpg EEHER
Mr. LAM Kin Kau, Mark MRS & 3/4
Professor SONG Junde REEHF 3/4
Professor CHEN Lujun PR = B 2R 0/0
(appointed on 15 December 2010) (RZZE—ZEFE+-_ATHRAEZT)
Mr. HU Yangjun G &EE 4/4
(resigned on 15 December 2010) (RZZE—FF+-_A+HHBET)
Ms. CHEN Xiao Rong PeR Pz 48 27 & 2/2

(resigned on 9 September 2010)

(RZZE—ZFNANABD)

Auditor’s Remuneration

The statement by the auditor of the Company about their
reporting responsibilities are set out in the independent
auditor’s report on pages 30 to 31. During the year, auditor’s
remuneration for audit services was approximately
HKD2,450,000, including fees for the annual audit and the
audits for the acquisition of Ease Ray Group and Smart Long
Group of approximately HKD580,000 and HKD1,870,000
respectively. Save as disclosed above, there was no other
significant non-audit services assignment undertaken by the
external auditor during the year.

BB

ARBZBEMAERRE EEH 2 BH
HNFEIVEFRIIA 2B ZBEIRSE o
FR - ZBE B ZRE AR B2
#5#)2,450,000/8 7T - R BREFEEZ
B E=ESERERERZEZER
7 5l #1580,0007% 7T % 1,870,000 7T °
B EXCPRIREEE SN - FRSMNE BT
ERHEAMBERIFELZRS -
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INDEPENDENT AUDITOR’S REPORT
B B EN RS

For the year ended 30 June 2011 &% —E——F XA =+ HIFFE

rA | &o® (&58) N EBAARAS
ZHONGLEI (HK) CPA Company Limited

TO THE MEMBERS OF NEO TELEMEDIA LIMITED HHEFECEEERATIMEER
FEHEEEEEGRAT (RESBEEEIMA T ZHRLA)

(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Neo A E BTN EI2E150ERHFERE
Telemedia Limited (the “Company”) and its subsidiaries SEBRAR([EAR)) RANB AR (5E

(collectively referred to as the “Group”) set out on pages 32 to [E&E]) 2 alBHmE  ERRERZS—
150, which comprise the consolidated statement of financial —FRA=TAZEEVBIRAKERZZA
position as at 30 June 2011, the consolidated statement of IFFENGEEERER SRR EFHRNL
comprehensive income, consolidated statement of changes in GERERER  URETEQHBERBERE

equity and consolidated statement of cash flows for the year then i EE BRI E ©
ended, and a summary of significant accounting policies and other
explanatory information.

DIRECTORS’ RESPONSIBILITY FOR EENRGSVBHRRAEERE
THE CONSOLIDATED FINANCIAL HEE
STATEMENTS

The directors of the Company are responsible for the preparation ENRESFAAERBEAGMAGHEMZ
of the consolidated financial statements that give a true and fair BAYBRELENRBEERTHED 2 B EHRTE
view in accordance with Hong Kong Financial Reporting Standards HBEVEEMAFHEIGATBEHRR - 56

issued by the Hong Kong Institute of Certified Public Accountants EEERBVANMEBAIBIZES - LAFELRE
and the disclosure requirements of the Hong Kong Companies BHRENBRETFEBARRFFRERMERN
Ordinance, and for such internal control as the directors determine ERSERMER M -

is necessary to enable the preparation of consolidated financial

statements that are free from material misstatement, whether due

to fraud or error.

AUDITOR’S RESPONSIBILITY ZERzEE

Our responsibility is to express an opinion on these consolidated TZHMzEARBRBEEZTENGER - Bk
financial statements based on our audit and to report our opinion LHREVBERERERER  ERER—EHE
solely to you, as a body, and for no other purpose. We do not ) ETE2WMAZEBANER - R 2N E
assume responsibility towards or accept liability to any other person HibAik o NZBEB TR ARENARLE
for the contents of this report. We conducted our audit in MEMATBENAEET - XEHBEE LR
accordance with Hong Kong Standards on Auditing issued by the BB AERMANESEZEREITER
Hong Kong Institute of Certified Public Accountants. Those TE - ZFEARTEAZHANAETBEEST
standards require that we comply with ethical requirements and RE - WHEIRETSERZ LB RETERE
plan and perform the audit to obtain reasonable assurance about B HmEREE M E KRR -

whether the consolidated financial statements are free from

material misstatement.
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INDEPENDENT AUDITOR’S REPORT

B M % B

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation of
the consolidated financial statements that give a true and fair view
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of the
consolidated financial statements.

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

OPINION

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Group as at 30 June
2011 and of the Group’s loss and cash flows for the year then
ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with
the disclosure requirements of the Hong Kong Companies
Ordinance.

ZHONGLEI (HK) CPA COMPANY LIMITED
Certified Public Accountants (Practising)
Chan Mei Mei

Practising Certificate Number: P05256

Suites 216-218, 2/F., Shui On Centre,
6-8 Harbour Road, Wanchai,
Hong Kong

29 September 2011

BERZITEDS RNITIRF ARG B S BB ®E
BB RESRERCBREE - B2
RFART Bz HE - BEFAEETE
WRIFAEE A RRA (17 B R Sk 88 AR 5
) 2R - EELZ SRR AR - ZBE
TRAERRRIBEERAFHEINERETH
BRBRAMEE  WERFTEE ZBZIEZ
Fr- BYERHEBERZANMEERELARRE
BER -ERTIEEFIEEEMRAZES
BRELSRERMESHEHEERETAE UK
AHER A M HRACBREETR -

AZBERE  ARBOCBREENREZE
ZIBRRE  RAGHE 2 ERE RRHER -

=z
4@\

AZBERR - HEVBHREBRERBHMBER
SEHEAEUNEERATHRE BEEER-T
——FRNAZTRZUBRALEREEHEZX
BEFRZBERRERE H WIRBEE QR
Pl WBEREZRHES -

FE (BB EHAEBRERAR
BAENEGEHED
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
SEEEHWER

For the year ended 30 June 2011 &% —E——F XA =+ HIFFE
2011 2010
—E——F —E-TF
Notes HKD’000 HKD’000
B 5 FTExT T T
(restated)
C=7l)
Turnover =2 7 45,257 44,626
Cost of sales 55 A AR (13,999) (43,013)
Gross profit E A 31,258 1,613
Other income and gains H A Uz A K Iz 8 12,290 2,315
Share-based payments expenses D AER 2 HRER 32 (38,331) —
Selling and marketing costs SHE N T 45 HE AR AR (6,769) (6,970)
Administrative and other expenses TE R EAME A (27,069) (35,509)
Impairment loss recognised in P EER
respect of goodwill BEEE 20 — (5,895)
Finance costs BhE P AR 10 (552) (8)
Loss before tax B %% A BT 18 12 (29,173) (44,454)
Income tax expense FrisHiAx< 11 (3,846) (10)
Loss for the year FEEBESE (33,019) (44,464)
Other comprehensive income Hn 2= mEl A
(expenses) (B %)
Exchange differences on translation — FR®E G INET
of financial statements W mERMEELEZ
of foreign operations PE 5 =R 84 (57)
Total comprehensive expenses FALHEMZBEE
for the year (32,935) (44,521)
(Loss) profit for the year DTALTEAFER
attributable to: (B18) &=F :
Owners of the Company KRBEA A (36,254) (44,464)
Non-controlling interests BT T 3,235 =
(33,019) (44,464)
Total comprehensive (expenses) DTFALTEAGEE
income attributable to: (BsZ) Wt A48 %8 :
Owners of the Company KRAREA A (36,170) (44,521)
Non-controlling interests FEFE AR R = 3,235 —
(32,935) (44,521)
HK cents HK cents
&AL 7S {1l
(restated)
(& &E3))
Loss per share BREE
— Basic and diluted — EARNEE 13 (2.26) (3.39)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e BRI R

At 30 June 2011 R=F——FXA=+1H

30 June 30 June 1 July
2011 2010 2009
—g——F —E-FF —ETHEF
~NA=1+H NA=1+H +H—H
Notes HKD’000 HKD’'000 HKD’000
M 5 FHET T T T T
(restated) (restated)
(r=&=75) C=))
NON-CURRENT ASSETS FIRBEE
Property, plant and equipment  ¥1% - BE &R E 18 41,229 15,160 517
Film rights, films in progress BRRE ERTA
and film royalty deposits FEZRERS 19 6,042 10,544 28,332
Goodwill EES 20 758,380 46,950 —
Deposit paid for acquisition of  FLUKEE — KB AR 2
a subsidiary [EENRi & 21 120,000 230,000 =
Intangible assets EmEE 22 182,822 = =
Loan receivable fEU & K 23 11,915 — —
1,120,388 302,654 28,849
CURRENT ASSETS RBEE
Trade receivables Z 5 FEWER K 24 54,724 30,626 28,957
Prepayments, deposits FENFE - e
and other receivables R H A e W SR IR 25 104,270 58,082 3,585
Payment in advances SEERE N — 1,369 —
Cash and cash equivalents BENREEEY 26 12,202 148,168 1,456
171,196 238,245 33,998
CURRENT LIABILITIES REBEE
Trade payables B 5 ENERR 27 37,497 28,044 11,764
Other payables and EAth E T 3R I8 K
accruals FEETFRIA 28 48,716 57,967 3,982
Deposits received 2L e 21,124 3,331 9,771
Receipt in advances T8 U BR 3Kk 3,239 319 —
Convertible notes payable FEAS AT A AR TR 29 24,801 — —
Tax liabilities MIEBE 4,675 4 —
Obligations under Bl E TH & AR
finance leases 30 — 21 249
140,052 89,686 25,766
NET CURRENT ASSETS RBEEFRE 31,144 148,559 8,232
TOTAL ASSETS LESS REERTBERSE
CURRENT LIABILITIES 1,151,532 451,213 37,081
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el BIS R

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e AR &

At 30 June 2011 R=ZF——FXA=+H

30 June 30 June 1 July
2011 2010 2009
—E2——F —E-FF —ETNEF
~A=1+H NA=1H +H—H
Notes HKD’000 HKD’'000 HKD’000
Mo e FET FAT TAT
(restated) (restated)
(F&E75) (r= &)
NON-CURRENT LIABILITIES kRBERE
Deferred tax liabilities REERIBEE 33 45,705 — —
Obligations under finance —F & B H
leases due after one year AU E T E AR 30 — — 21
NET ASSETS BEEZFE 1,105,827 451,213 37,060
CAPITAL AND RESERVES BEARRFE
Share capital % < 31 193,282 154,282 125,000
Reserves bt 890,092 296,931 (87,940)
Equity attributable to RABHEE A
owners of the Company el #E = 1,083,374 451,213 37,060
Non-controlling interests e AR = 22,453 = =
TOTAL EQUITY S 1,105,827 451,213 37,060

The consolidated financial statements on pages 32 to 150 were
approved and authorised for issue by the board of directors on

29 September 2011 and are signed on its behalf by:

LI Hongrong

L
DIRECTOR
EF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

Attributable to owners of the Company

ANRERAEE
Share Capital Non-
Share Share options  and other Translation Accumulated controlling
capital ~ premium reserve reserve reserve losses Total interests Total
BAR
kx  RGEE BRERGE Htek RERE  ZHFE @it FekEs it
HKD'000  HKD'000  HKD'000  HKD'000 ~ HKD'000 ~ HKD'000  HKD'000  HKD'000  HKD'000
ThL T ThL T TAL T TAL T TAL
(Note a)
(B ta)
At 1 July 2009 RZZENELA-A 125000 28,463 — 17,590 —  (133993) 37,060 — 37,060
Loss for the year ERER - - - - —  (Md6h)  (44469) —  (4461)
Other comprehensive expenses EREM2ERX
for the year - — - = (57) = (57) = (57)
Total comprehensive expenses  ERZAHX A8
for the year — — — — (57)  (44464)  (44)521) — (44,521)
Issue shares upon setflement  XKEBLRE
of consideration in respect  MBARA)
of acquisition of subsidiaries ~ KEAETRH 3,632 50,848 — — — — 54,430 — 54,480
Shares issued on placement  REEMETRA 25650 384750 = = = — 410,400 — 410,400
Transaction cost atfributable ~ ERERLEN
o placement of shares RHHA - (6,206) - - - - (6,206) - (6,206)
At 30 June 2010 RIE-ZF A=TH 154,282 457,855 — 17,590 (57)  (178457) 451213 — 451,213
(Loss) profit for the year R (BE) & - - - = — (3625 (36259 3235 (33,019)
Other comprehensive income  EREMZEMA
for the year — — — — 84 — 84 — 84
Total comprehensive income ~ ERZEKRA
(expenses) for the year (AR)eg - — = — 8 (36254  (36,170) 3235 (32939)
Acquisition of subsidiaries WEHEBAE - — - — = = = 19,218 19,218
Issue shares upon settlement XA BEs
of consideration in respect  HIBAEH
of acquisition of subsidiaries ~ REBETRLA 30000 370,500 — 220500 - — 630,000 — 630,000
Recognition of equity-seftled ~ BRRALEL Kl
share based payments BER AR = = 38331 = = = 38331 — 38,331
At 30 June 2011 RZB--ExA=+H 193,282 828,355 38,331 238,090 27 (214,711) 1,083,374 22,453 1,105,827
—®— % | Annual Report 2011 3D



NAZ=+HIFFE
B &E:
(@) HBEREEENTSAE :
A B FTUEE B&S Group Limited & H
MiE A R M AR A AR EE AR R EITE

HER157,0007 TT BV (B B IR AN E (B A

()

— =
=

el BIS R

GEERBER
v 1 ﬁﬁ P
For the year ended 30 June 2011 &%

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

TELEMEDIA
EZEE R
A ER 2% [ #1715,0000x & EE 13T HY
B&S Group Limited B D M &4 2 B &

17,433,000/ 7T (RIBAABIHH AT

ZFLA-TABENBRERETAH
MEESHE  BRROARSERNE

(i)
(iii)

Notes:

(a) It represents the following:

the difference between the aggregate nominal value of the
share capital of B&S Group Limited and its subsidiaries
acquired by the Company and the nominal value of the share
capital of the Company issued as consideration in exchange
(ii)
HRMITE S 2 EF17,550,00087T) °
#)220,500,0008 T2 RIBHEEE T —
—FRA=ZTHEFEREERERA
A2 SHARME - BRAGFIBHME34 -

of HKD157,000; and
credited as fully paid to set off against the loans of

HKD17,550,000 owing to the executive directors pursuant

the surplus of HKD17,433,000 arising from allotment and
to the Group Reorganisation as set out in the Company’s

issue of 15,000 shares of USD1 each of B&S Group Limited,

(ii)

prospectus dated 29 July 2002.
An amount of approximately HKD220,500,000 represents

the contingent consideration for the acquisition of Ease Ray
Limited during the year ended 30 June 2011. Details have

(iii)
been stated in Note 34.

FEFEEEBAER 2T | Neo Telemedia Limited

36



CONSOLIDATED STATEMENT OF CASH FLOWS
HEBEERER

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE
2011 2010
—E——F —E-TF
HKD’000 HKD’000
FET T T
(restated)
(& =751))
OPERATING ACTIVITIES KK
Loss before tax BrERIEE (29,173) (44,454)
Adjustments for: FEIER
Finance costs Bl & AR 1 8
Interest income F B WA (12) (1)
Depreciation of property, plant L/
and equipment KRBT E 5,691 1,790
Amortisation of intangible assets B B 3,098 —
Changes in fair value of convertible FEAS AT A AR 4R
notes payable NEEE 551 —
Loss on disposal of property, plant HEME - BFE
and equipment M2 BB 11 —
Impairment loss recognised in respect T ERER
of goodwill REEE — 5,895
Impairment losses recognised in respect MEEMRERERT R
of film rights and films in progress R 2B EEE 2,549 8,549
Impairment loss recognised in respect HEZERERRERZ
of trade receivables VEREY R — 786
Impairment loss recognised in respect B E fth JE IR FER 2
of other receivables REEE 622 163
Amortisation of film rights B 57 hi b 2 5 2,056 24,788
Share-based payments expenses LA D RERE 2N HREH 38,331 —
Operating cash flows before movements EEESBBA 2KE
in working capital HeRE 23,725 (2,476)
Decrease in trade receivables H 5 W AR TR A 18,493 11,845
Increase in prepayments, deposits FENFIE e REMmER
and other receivables SKIFLE A0 (38,309) (54,585)
Increase in loan receivable JE U B SR N (17,873) —
Decrease (increase) in payment in advances FEAS BR FOR A (32 00) 1,369 (1,309)
Increase (decrease) in trade payables E 5 EBRFE I OR ) 9,343 (11,428)
(Decrease) increase in other payables H b {5 5008 K FE ST B
and accruals (R4 38 A0 (42,345) 53,694
Increase (decrease) in deposits received Btz e 8 CR L) 17,793 (6,440)
Increase in receipt in advances T8 Uk BR ZR 42 0 2,699 270
Cash used in operations REERFTABRS (25,105) (10,429)
Income tax paid BEATFSH — (6)
NET CASH USED IN OPERATING ACTIVITIES K%K MABRSFEE (25,105) (10,435)
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CONSOLIDATED STATEMENT OF CASH FLOWS

GERETRER

For the year ended 30 June 2011 &% —E——F XA =+ HIFFE
2011 2010
—E——F —ET—F
HKD’000 HKD’000
F&T TET
(restated)
(# &)
INVESTING ACTIVITIES RETED
Acquisition of subsidiaries (net of cash U B BT /B8 R ) (A H0 Bk BT U B
and cash equivalent acquired) He kR FEY) 319 354
Deposit paid for acquisition of U E—RHRE AR Z
a subsidiary Bt (120,000) (230,000)
Purchase of property, plant and equipment BEWZE  KENEHE (14,863) (1,598)
Purchase of film rights and film in progress BEEETRERERY (103) (15,549)
Proceeds from sales of property, plant HEWE BEK
and equipment RAEFTISIR 115 —
Interest received BB 12 1
NET CASH USED IN INVESTING ACTIVITIES REZEEFMAR S FHE (134,520) (246,792)
FINANCING ACTIVITIES & SE B
Repayments of obligations under finance leases &% gl & & & & (21) (249)
Net proceeds from placement of shares il & AR 17 Fir 15 ZR I8 5 38 — 404,194
Net proceeds from issue of convertible notes BTN AR EE
payable FTiSskI8 558 24,250 —
Interest paid 2 AT A A (1) (8)
NET CASH FROM REEE S Z
FINANCING ACTIVITIES REeEFE 24,228 403,937
NET (DECREASE) INCREASE IN CASH REeRESZEY (BD)
AND CASH EQUIVALENTS BN (135,397) 146,710
CASH AND CASH EQUIVALENTS FORERRASEEY
AT BEGINNING OF THE YEAR 148,168 1,456
Effect on foreign exchanges rate changes EXEFHE (569) 2
CASH AND CASH EQUIVALENTS FREAGRRSEEY
AT END OF THE YEAR 12,202 148,168
ANALYSIS OF BALANCES OF CASH HeRESZEEY
AND CASH EQUIVALENTS R D AT
Represented by: Bn
Bank balances and cash RITEHEHR LIRS 12,202 28,168
Short-term deposit SRR — 120,000
12,202 148,168
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A BT RAR

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

1. GENERAL INFORMATION

Neo Telemedia Limited (the “Company”) (together with its
subsidiaries, collectively referred to as the “Group”) is
incorporated in the Cayman lIslands as an exempted
company with limited liability and its shares are listed on
the Growth Enterprise Market (“GEM”) of the Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

The address of the registered office and principal place of
business of the Company are Unit 1303, 13/F., York House,
The Landmark, 15 Queen’s Road Central, Hong Kong.

The consolidated financial statements are presented in Hong
Kong dollars (“HKD”). Other than those subsidiaries
established in the People’s Republic of China (the “PRC")
whose functional currency is Renminbi (“RMB”), the
functional currency of the Company and its subsidiaries are
HKD. The reason for selecting HKD as its presentation
currency is that the Company is a public company listed on
the GEM, where most of the investors are located in Hong
Kong.

The principal activity of the Company is investment holding
and the principal activities of its principal subsidiaries are
engaged in sales and distribution of telecommunication
products, providing wireless services, production and sales
of videos and films, the licensing of video and copyrights/
film rights, artiste management, the design and production
of traffic signboards, computer graphics, advertisements and
signal systems equipment in the PRC.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B S R AR Y

For the year ended 30 June 2011 &% —E——F XA =+ HIFFE

2. APPLICATION OF NEW AND
REVISED HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

New and revised Standards and
Interpretations applied in the current
year

In the current year, the Group has applied the following new
and revised standards and interpretations issued by the
Hong Kong Institute of Certified Public Accountants

(“HKICPA™).
HKAS 32 Classification of Rights Issues
(Amendments)
HKFRS 2 Group Cash-settled Share-based
(Amendments) Payment Transactions
HKFRSs Amendments to HKAS 1, HKAS 7,
(Amendments) HKAS 17, HKAS 36, HKAS 39,
HKFRS 5 and HKFRS 8 as part
of Improvements to HKFRSs issued
in 2009
HKFRSs Amendments to HKAS 27 and
(Amendments) HKFRS 3 as part of Improvements
to HKFRSs issued in 2010
HK Int 5 Presentation of Financial Statements

— Classification by the Borrower of
a Term Loan that Contains a
Repayment on Demand Clause

HK(IFRIC) — Int 19 Extinguishing Financial Liabilities with
Equity Instruments
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A BT RAR

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

2. APPLICATION OF NEW AND

REVISED HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

New and revised Standards and
Interpretations applied in the current
year (Continued)

Except as described below, the application of the new and
revised standards and interpretations in the current year
had no material effect on the amounts reported and/or
disclosures set out in the Group’s consolidated financial
statements.

Amendments to HKAS 17 Leases

As part of Improvements to HKFRSs issued in 2009, HKAS
17 Leases has been amended in relation to the classification
of leasehold land. Before the amendments to HKAS 17, the
Group was required to classify leasehold land as operating
leases and to present leasehold land as prepaid lease
payments in the consolidated statement of financial position.
The amendments to HKAS 17 have removed such a
requirement. The amendments require that the classification
of leasehold land should be based on the general principles
set out in HKAS 17, that is, whether or not substantially all
the risks and rewards incidental to ownership of a leased
asset have been transferred to the lessee.

In accordance with the transitional provisions set out in the
amendments to HKAS 17, the Group reassessed the
classification of unexpired leasehold land as at 1 July 2010
based on information that existed at the inception of the
leases. Leasehold land that qualifies for finance lease
classification has been reclassified from prepaid land lease
payment to property, plant and equipment and properties
under development retrospectively. The application of the
amendments to HKAS 17 has had no impact on the reported
profit or loss for the current and prior years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e B S R AR Y

For the year ended 30 June 2011 # %2 —F——F A=+ HIFFE

2. APPLICATION OF NEW AND
REVISED HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

New and revised Standards and
Interpretations issued but not yet
effective

The Group has not early applied the following new or revised
standards and interpretations that have been issued but are
not yet effective.

HKFRSs Improvements to HKFRSs 2010!
(Amendments)

HKFRS 7 Disclosures — Transfers of Financial
(Amendments) Assets?

HKFRS 9 Financial Instruments*

HKFRS 10 Consolidated Financial Statements*

HKFRS 11 Joint Arrangements*

HKFRS 12 Disclosure of Interests in Other Entities*

HKFRS 13 Fair Values Measurement*

HKAS 1 Presentation of Items of Other
(Amendments) Comprehensive Income®

HKAS 12 Deferred Tax: Recovery of Underlying
(Amendments) Assets®

HKAS 19 Employee Benefits*
(as revised in 2011)

HKAS 24 (as Related Party Disclosures?
revised in 2009)

HKAS 27 Separate Financial Statements*
(as revised in 2011)

HKAS 28 Investments in Associates and Joint

(as revised in 2011)  Ventures*
HK (IFRIC) — Int 14 Prepayments of a Minimum Funding

(Amendments) Requirement?
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A BT RAR

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

2. APPLICATION OF NEW AND

REVISED HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

New and revised Standards and
Interpretations issued but not yet
effective (continued)

L Amendments that are effective for annual periods beginning
on or after 1 January 2011

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

3 Effective for annual periods beginning on or after 1 July 2011.

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

9 Effective for annual periods beginning on or after 1 January
2012.

® Effective for annual periods beginning on or after 1 July 2012.

HKFRS 9 Financial Instruments (as issued in November
2009) introduces new requirements for the classification
and measurement of financial assets. HKFRS 9 Financial
Instruments (as revised in November 2010) adds
requirements for financial liabilities and for derecognition.

Under HKFRS 9, all recognised financial assets that are
within the scope of HKAS 39 Financial Instruments:
Recognition and Measurement are subsequently measured
at either amortised cost or fair value. Specifically, debt
investments that are held within a business model whose
objective is to collect the contractual cash flows, and that
have contractual cash flows that are solely payments of
principal and interest on the principal outstanding are
generally measured at amortised cost at the end of
subsequent accounting periods. All other debt investments
and equity investments are measured at their fair values at
the end of subsequent accounting periods.
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For the year ended 30 June 2011 &% —E——F XA =+ HIFFE

2.

44

APPLICATION OF NEW AND
REVISED HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

New and revised Standards and
Interpretations issued but not yet
effective (continued)

HKFRS 9 is effective for annual periods beginning on or
after 1 January 2013, with earlier application permitted.

The directors anticipate that HKFRS 9 that will be adopted
in the Group’s financial statements for financial year ending
30 June 2014 and that the application of HKFRS 9 will have
no material impact on the amount of the Group’s financial
assets and financial liabilities.

The amendments to HKFRS 7 titled Disclosures — Transfers
of Financial Assets increase the disclosure requirements for
transactions involving transfers of financial assets. These
amendments are intended to provide greater transparency
around risk exposures when a financial asset is transferred
but the transferor retains some level of continuing exposure
in the asset. The amendments also require disclosures where
transfers of financial assets are not evenly distributed
throughout the period.

The directors do not anticipate that these amendments to
HKFRS 7 will have a significant effect on the Group’s
disclosures regarding transfers of trade receivables
previously effected. However, if the Group enters into other
types of transfers of financial assets in the future, disclosures
regarding those transfers may be affected.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A BT RAR

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

2. APPLICATION OF NEW AND

REVISED HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

New and revised Standards and
Interpretations issued but not yet
effective (continued)

HKFRS 10 Consolidated Financial Instruments replaces the
parts of HKAS 27 Consolidated and Separate Financial
Statements that deal with consolidated financial statements.
HKFRS 10 includes a new definition of control that contains
three elements: (a) power over an investee, (b) exposure,
or rights, to variable returns from its involvement with the
investee, and (c) ability to use its power over the investee to
affect the amount of the investor’s returns. Extensive
guidance has been added in HKFRS 10 to deal with complex
scenarios including cases where an investor may control an
investee with less than majority of voting rights. Overall, the
application of HKFRS 10 requires extensive use of
judgement.

HKFRS 11 Joint Arrangements replaced HKAS 31 /nterest
in Joint Ventures. HKFRS 11 deals with how a joint
arrangement of which two or more parties have joint control
should be classified. Under HKFRS 11, there are two types
of joint arrangements: joint ventures and joint operations.
The classification in HKFRS 11 is based on parties’ rights
and obligations under arrangements. In contrast, under
HKAS 31, there are three different types of joint
arrangements: jointly controlled entities, jointly controlled
assets and jointly control operations. The directors of the
Company anticipate that the application of HKFRS 10,
HKFRS 11 and other new and revised standards and
interpretations will have no material impact on the results
and financial position of the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2011 &% —E——F XA =+ HIFFE

2. APPLICATION OF NEW AND 2. ERFIIRKIETTER

REVISED HONG KONG
FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (continued)

Amendments to HKAS 12 Income
Taxes

Amendments to HKAS 12 titled Deferred Tax: Recovery of
Underlying Assets have been applied in advance of their
effective date (annual periods beginning on or after
1 January 2012). Under the amendments, investment
properties that are measured using the fair value model in
accordance with HKAS 40 Investment Property are
presumed to be recovered through sale, unless the
presumption is rebutted in certain circumstances. The
amendments have been applied retrospectively.

As a result of the amendments, the Group now measures
any deferred tax liability in respect of its investment
properties with reference to the tax liability that would arise
if the properties were disposed of at their carrying amounts
at the end of the reporting period. Previously, deferred tax
was provided for in respect of fair value changes of all
investment properties on the basis that the carrying amounts
of the properties are recovered through use. The application
of the amendments to HKAS 12 has had no impact on the
reported profit or loss for the current and prior years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A BT RAR

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

3. SIGNIFICANT ACCOUNTING

POLICIES

The consolidated financial statements have been prepared
in accordance with Hong Kong Financial Reporting
Standards issued by the HKICPA. In addition, the
consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing of
Securities on the GEM of the Stock Exchange and by the
Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared
on the historical cost basis except for certain financial
instruments that are measured at fair values, as explained
in the accounting policies set out below. Historical cost is
generally based on the fair value of the consideration given
in exchange for goods.

The principal accounting policies are set out below.
Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities controlled
by the Company (its subsidiaries). Control is achieved where
the Company has the power to govern the financial and
operating policies of an entity so as to obtain benefits from
its activities.

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

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

All intra-group transactions, balances, income and expenses
are eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented
separately from Group’s equity therein.
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For the year ended 30 June 2011 &% —E——F XA =+ HIFFE

3. SIGNIFICANT ACCOUNTING 3. EREFTHE @

POL'C'ES (Continued)
Business combinations

Allocation of total comprehensive income to
non-controlling interests

Total comprehensive income and expense of a subsidiary is
attributed to the owners of the Company and to the non-
controlling interests even if this results in the non-controlling
interests having a deficit balance. Prior to 1 January 2010,
losses applicable to the non-controlling interests in excess
of the non-controlling interests in the subsidiary’s equity were
allocated against the interests of the Group except to the
extent that the non-controlling interests had a binding
obligation and were able to make an additional investment
to cover the losses.

Business combinations that took place on or
after 1 January 2010

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which is
calculated as the sum of the acquisition-date fair values of
the assets transferred by the Group, liabilities incurred by
the Group to the former owners of the acquiree and the
equity interests issued by the Group in exchange for control
of the acquiree. Acquisition-related costs are generally
recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and
the liabilities assumed are recognised at their fair value at
the acquisition date, except that:

— deferred tax assets or liabilities and liabilities or assets
related to employee benefit arrangements are
recognised and measured in accordance with HKAS
12 Income Taxes and HKAS 19 Employee Benefits
respectively;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A BT RAR

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

3. SIGNIFICANT ACCOUNTING

POL'C' ES (Continued)

Business combinations (continuead)

Business combinations that took place on or
after 1 January 2010 (Continued)

— liabilities or equity instruments related to share-based
payment transactions of the acquiree or the
replacement of an acquiree’s share-based payment
transactions with share-based payment transactions
of the Group are measured in accordance with HKFRS
2 Share-based Payment at the acquisition date; and

— assets (or disposal groups) that are classified as held
for sale in accordance with HKFRS 5 Non-current
Assets Held for Sale and Discontinued Operations are
measured in accordance with that Standard.

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the acquirer’s
previously held equity interest in the acquiree (if any) over
the net of the acquisition-date amounts of the identifiable
assets acquired and the liabilities assumed. If, after re-
assessment, the net of the acquisition-date amounts of the
identifiable assets acquired and liabilities assumed exceeds
the sum of the consideration transferred, the amount of any
non-controlling interests in the acquiree and the fair value
of the acquirer’s previously held interest in the acquire (if
any), the excess is recognised immediately in profit or loss
as a bargain purchase gain.

Non-controlling interests that are present ownership interests
and entitle their holders to a proportionate share of the
entity’s net assets in the event of liquidation may be initially
measured either at fair value or at the non-controlling
interests’ proportionate share of the recognised amounts of
the acquiree’s identifiable net assets. The choice of
measurement basis is made on a transaction-by-transaction
basis. Other types of non-controlling interests are measured
at their fair value or another measurement basis required
by another standard.
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SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

Business combinations (continued)

Business combinations that took place on or
after 1 January 2010 (Continued)

Where the consideration the Group transfers in a business
combination includes assets or liabilities resulting from a
contingent consideration arrangement, the contingent
consideration is measured at its acquisition-date fair value
and considered as part of the consideration transferred in a
business combination. Changes in the fair value of the
contingent consideration that qualify as measurement period
adjustments are adjusted retrospectively, with the
corresponding adjustments being made against goodwill or
gain on bargain purchase. Measurement period adjustments
are adjustments that arise from additional information
obtained during the measurement period about facts and
circumstances that existed as of the acquisition date.
Measurement period does not exceed one year from the
acquisition date.

The subsequent accounting for changes in the fair value of
the contingent consideration that do not qualify as
measurement period adjustments depends on how the
contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured
at subsequent reporting dates and its subsequent settlement
is accounted for within equity. Contingent consideration that
is classified as an asset or a liability is remeasured at
subsequent reporting dates in accordance with HKAS 39,
or HKAS 37 Provisions, Contingent Liabilities and Contingent
Assets, as appropriate, with the corresponding gain or loss
being recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A BT RAR

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

3. SIGNIFICANT ACCOUNTING

POL'C'ES (Continued)
Business combinations (continued)

Business combinations that took place on or
after 1 January 2010 (Continued)

When a business combination is achieved in stages, the
Group’s previously held equity interest in the acquiree is
remeasured to fair value at the acquisition date (i.e. the
date when the Group obtains control), and the resulting gain
or loss, if any, is recognised in profit or loss. Amounts arising
from interests in the acquiree prior to the acquisition date
that have previously been recognised in other
comprehensive income are reclassified to profit or loss where
such treatment would be appropriate if that interest were
disposed of.

Changes in the value of the previously held equity interest
recognised in other comprehensive income and
accumulated in equity before the acquisition date are
reclassified to profit or loss when the Group obtains control
over the acquiree.

If the initial accounting for a business combination is
incomplete by the end of the reporting period in which the
combination occurs, the Group reports provisional amounts
for the items for which the accounting is incomplete. Those
provisional amounts are adjusted during the measurement
period (see above), or additional assets or liabilities are
recognised, to reflect new information obtained about facts
and circumstances that existed as of the acquisition date
that, if known, would have affected the amounts recognised
as of that date.
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SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

Business combinations (continued)

Business combinations that took place prior
1 January 2010

Acquisition of businesses was accounted for using the
purchase method. The cost of the acquisition was measured
at the aggregate of the fair values, at the date of exchange,
of assets given, liabilities incurred or assumed, and equity
instruments issued by the Group in exchange for control of
the acquiree, plus any costs directly attributable to the
business combination. The acquiree’s identifiable assets,
liabilities and contingent liabilities that met the relevant
conditions for recognition were generally recognised at their
fair value at the acquisition date.

Goodwill arising on acquisition was recognised as an asset
and initially measured at cost, being the excess of the cost
of the acquisition over the Group’s interest in the recognised
amounts of the identifiable assets, liabilities and contingent
liabilities recognised. If, after assessment, the Group’s
interest in the recognised amounts of the acquiree’s
identifiable assets, liabilities and contingent liabilities
exceeded the cost of the acquisition, the excess was
recognised immediately in profit or loss.

The minority interest in the acquiree was initially measured
at the minority interest’s proportionate share of the
recognised amounts of the assets, liabilities and contingent
liabilities of the acquiree.

Contingent consideration was recognised, if and only if, the
contingent consideration was probable and could be
measured reliably. Subsequent adjustments to contingent
consideration were recognised against the cost of the
acquisition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A BT RAR

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

3. SIGNIFICANT ACCOUNTING

POL'C'ES (Continued)
Business combinations (continued)

Business combinations that took place prior
1 January 2010 (Continued)

Business combinations achieved in stages were accounted
for as separate steps. Goodwill was determined at each step.
Any additional acquisition did not affect the previously
recognised goodwill.

Goodwill

Goodwill arising on an acquisition of a business is carried at
cost less any accumulated impairment losses, if any, and is
presented separately in the consolidated statement of
financial position.

For the purposes of impairment testing, goodwill is allocated
to each of the cash-generating units (or groups of cash-
generating units) that is expected to benefit from the
synergies of the combination.

A cash-generating unit to which goodwill has been allocated
is tested for impairment annually, or more frequently
whenever there is indication that the unit may be impaired.
For goodwill arising on an acquisition in a reporting period,
the cash-generating unit to which goodwill has been
allocated is tested for impairment before the end of that
reporting period. If the recoverable amount of the cash-
generating unit is less than the carrying amount of the unit,
the impairment loss is allocated first to reduce the carrying
amount of any goodwill allocated to the unit and then to the
other assets of the unit pro-rata on the basis of the carrying
amount of each asset in the unit. Any impairment loss for
goodwill is recognised directly in profit or loss in the
consolidated statement of comprehensive income. An
impairment loss recognised for goodwill is not reversed in
subsequent periods.
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3. SIGNIFICANT ACCOUNTING 3. EREFTHE @
POL'C'ES (Continued)

Goodwill (continued) BE e
On disposal of the relevant cash-generating unit, the REEEHRSELENE B ZEN
attributable amount of goodwill is included in the SR AEELEERSENA -

determination of the amount of profit or loss on disposal.

Subsidiaries B B A Al

Subsidiaries are all entities over which the Group has the MEBAREASEREHREHBYERE
power to govern the financial and operating policies generally RERY AR 2 1 78 Mo I KL A S IR AR S BOR
accompanying a shareholding of more than one half of the HEEER - R EAEEE L EH S —
voting rights. The existence and effect of potential voting B - REA/TE TSR EERE
rights that are currently exercisable or convertible are EREZEBTERENA °

considered when assessing whether the Group controls
another entity.

Subsidiaries are fully consolidated from the date on which WEBARZRE BIEHEEETAEE 2

control is transferred to the Group. They are deconsolidated B EUREET A - MBBEKRE SR ZE

from the date that control ceases. iR IE 2 BIRIEET AZEERE ©

Investments in subsidiaries are included in the Company’s R B A GE 2 &E TN AR T 2 Bk

statement of financial position at cost less any identified MFRA - RRASR ] AT 3 R R E SRS

impairment loss. Bk

Revenue recognition PN £

Revenue is measured at the fair value of the consideration WAREWSERREZATEFE - &

received or receivable and represents amounts receivable BERBEHAETHE S mRRHERS

for goods sold and services provided in the normal course FRIEMIr HIBR R E - i KRR SHETIE

of business, net of sales return, discounts and sales related B2 aH -

taxes.

Revenue from the sale of goods is recognised when all the ERESEWARRFE AT A G4 ki

following conditions are satisfied: 7

— the Group has transferred to the buyer the significant — AEEHERBEREAEMNERER
risks and rewards of ownership of the goods; NEHREEEET

54 FEFEEEBAER 2T | Neo Telemedia Limited



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A BT RAR

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

3. SIGNIFICANT ACCOUNTING

POL'C'ES (Continued)
Revenue recognition (continuea)

— the Group retains neither continuing managerial
involvement to the degree usually associated with
ownership nor effective control over the goods sold;

— the amount of revenue can be measured reliably;

— it is probable that the economic benefits associated
with the transaction will flow to the Group; and

— the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

Revenue from sale of telecommunication products are
recognised when goods are delivered and title has passed.

Artiste management fee income is recognised when services
are provided.

Film exhibition income is recognised when the right to
receive payment is established.

Income from licensing and sub-licensing of distribution rights
over films is recognised upon delivery of the per-recorded
audio visual products and the materials for video features
including the master tapes to the customers in accordance
with the terms of the contracts.

Traffic signboard advertising income is recognised when
services are provided.

Interest income from a financial asset is recognised when it
is probable that the economic benefits will flow to the Group
and the amount of revenue can be measured reliably.
Interest income from a financial asset is accrued on a time
basis, by reference to the principal outstanding and at the
effective interest rate applicable, which is the rate that exactly
discounts the estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying
amount on initial recognition.
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3. SIGNIFICANT ACCOUNTING 3. EREFTHE @
POL'C'ES (Continued)

Property, plant and equipment ME - WERRE

Property, plant and equipment held for use in the production BIERAREESHETmBRERBHIE
or supply of goods or services, or for administrative purposes ERAZME - BE KR TIEK A
are stated at cost less subsequent accumulated depreciation MEZ 2EHITE R EFHRERE (0AE) 5
and accumulated impairment losses, if any. R o

Depreciation is recognised so as to write off the cost of items ERRBINENRAERERDE BEX
of property, plant and equipment less their residual values RATIE B 2 (5T A AR 4 AR E A A AS R
over their estimated useful lives, using the straight-line FIHEE - (AT EAEH - FBREEL
method. The estimated useful lives, residual values and WEFZNEBERSHBREE B R @ &
depreciation method are reviewed at the end of each ST EMEE B RTEREEANER -

reporting period, with the effect of any changes in estimate
accounted for on a prospective basis.

Properties in the course of construction for production, FEAE - HETTHRAGCERMFEN
supply or administrative purposes are carried at cost, less PSR A B FERR B R 1R FIER o pAE
any recognised impairment loss. Costs include professional RBEEERARBBRASE ST ERERNE
fees and, for qualifying assets, borrowing costs capitalised HEBIREEZBERAR - ZZEWHENT
in accordance with the Group’s accounting policy. Such AR RAREBTEREREFTSEAEDE
properties are classified to the appropriate categories of e Nk EELER -

property, plant and equipment when completed and ready
for intended use.

Depreciation of these assets, on the same basis as other hEBEECITEEEERE MY EEEMN
property assets, commences when the assets are ready for B TREEARAREEAEERBAG
their intended use. I o

Assets held under finance leases are depreciated over their BREREHANBENEEREEEELTE
expected useful lives on the same basis as owned assets or, ST AR Bsk (B E ke HAfE) AR AE B 2
where shorter, the term of the relevant lease. FERIZEESE -

An item of property, plant and equipment is derecognised Y BERRER L ERKBHFEF
upon disposal or when no future economic benefits are P2 B E 5 SRR AL F 25 B BUR e
expected to arise from the continued use of the asset. Any R HENFEILFERYE  BEMREE
gain or loss arising on the disposal or retirement of an item BEAZEMK SR EEFETE RESEM
of property, plant and equipment is determined as the SRIEHEEROERCEZRE  WERA
difference between the sales proceeds and the carrying B o

amount of the asset and is recognised in profit or loss.
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For the year ended 30 June 2011 &% —&F——

3. SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

Film rights, film in progress and film
royalty deposits

(i)

(ii)

Film rights

Film rights are stated at cost less accumulated
amortisation and any identified impairment losses.
Upon the release of the per-recorded audio visual
products and the materials, film rights are amortised
at rates calculated to write off the costs in production
to the expected revenues from exhibition, reproduction
and distribution of audio visual products, the licensing
of video rights and other broadcast rights following
their release. Such rates are on a systematic basis,
with reference to the projected revenue and the
underlying licence periods, and are subject to annual
review by the directors of the Company.

Films in progress

Films in progress are stated at cost less any identified
impairment losses. Costs include all direct costs
associated with the production of films. Provisions are
made against costs which are in excess of future
revenue expected to be generated by these films. The
balance of film production costs not yet due at year
end are disclosed as commitments. The costs of films
in progress are transferred to film rights upon
completion.
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3. SIGNIFICANT ACCOUNTING 3. EREFTHE @
POL'C'ES (Continued)

Film rights, film in progress and film BEERE EREAFREE
royalty deposits (continued) IREZRE @
(i) Film royalty deposits (iii) EXIRERE

58

Licence fees paid in advance and by installments
under licensing agreements for distribution of audio
visual products and sub-licensing of film titles, in
specified geographical areas and time periods, are
accounted for as film royalty deposits. The balance
payables under the licensing agreements are disclosed
as commitments. Upon the release of the per-recorded
audio visual products and the materials, the relevant
portion of licence fees of purchased film titles are
charges to the consolidated statement of
comprehensive income on a systematic basis, with
reference to the projected revenue and the underlying
licence periods. Provision for impairment loss is made
against deposits to the extent that they are not
expected to generate any future revenue for the Group.

In case where the Group is unable to exercise its rights
under a licensing agreement because the film
producer fails to complete the film, the Group writes
off the differences between the advances made and
the estimated recoverable amount from the film
producer.

At the end of each reporting period, both internal and
external market information are considered to assess
whether there is any indication that film rights, films
in progress and film royalty deposits are impaired. If
any such indication exits, the carrying amount of such
assets is assessed and where relevant, an impairment
loss is recognised to reduce the asset to its recoverable
amount. Such impairment losses are recognised in
the consolidated statement of comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A BT RAR

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

3. SIGNIFICANT ACCOUNTING

POL'C' ES (Continued)
Leasing

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.

The Group as lessee

Assets held under finance leases are recognised as assets
of the Group at their fair value at the inception of the lease
or, if lower, at the present value of the minimum lease
payments. The corresponding liability to the lessor is
included in the consolidated statement of financial position
as a finance lease obligation.

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

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

In the event that lease incentives are received to enter into
operating leases, such incentives are recognised as a liability.
The aggregate benefit of incentives is recognised as a
reduction of rental expense on a straight-line basis, except
where another systematic basis is more representative of
the time pattern in which economic benefits from the leased
asset are consumed.
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3. SIGNIFICANT ACCOUNTING 3. EREFTHE @
POL'C'ES (Continued)

Foreign currencies G

In preparing the financial statements of each individual FRERSEERE 2 MFREE - UZE
group entity, transactions in currencies other than the B EY (AEBKEMT s ET2LE
functional currency of that entity (foreign currencies) are RIE 2 B AINEHE (ONEE) 1T 2R 5
recorded in the respective functional currency (i.e. the DIEZX S BHRER v EXRESEE 2
currency of the primary economic environment in which the REE M ABR o B IREEIR - LASNETIE
entity operates) at the rates of exchanges prevailing on the ZE%IE BUGEE BER 2 EREHMHR
dates of the transactions. At the end of each reporting period, H o WATEERBIRINETS|E 2 IEEE
monetary items denominated in foreign currencies are HE  DNEREEAFEZHERAZEXS
retranslated at the rates prevailing at that date. Non- FTHAE o DAINE DB E L AN G E < JE
monetary items carried at fair value that are denominated EXIEEBAENRE

in foreign currencies are retranslated at the rates prevailing

on 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.

Exchange differences arising on the settlement of monetary REENENHREEEIEERELEZIER
items, and on the retranslation of monetary items, are EHURFEEEEHANEZ R ER -
recognised in profit or loss in the period in which they arise, AR B BINER 2 B FEE 2 E
except for exchange differences arising on a monetary item ¥EIE B FTEE A 2 TE X ZRERRAIN - FEIE R
that forms part of the Company’s net investment in a foreign T - BAENEZE R A2 E RS
operation, in which case, such exchange differences are &EATZE“ 250 WL E SN ERSR A
recognised in other comprehensive income and mEMOEEER  c LAFESIRCIER
accumulated in equity and will be reclassified from equity BB K ENREREE 2B EETIRN
to profit or loss on disposal of the foreign operation. Exchange BT {EHE = ©

differences arising on the retranslation of non-monetary

items carried at fair value are included in profit or loss for

the period.

For the purposes of presenting the consolidated financial MEINGEWBREN S - DEEBINFE
statements, the assets and liabilities of the Group’s foreign B2 EBERABHERREHRENER 2
operations are translated into the presentation currency of ERMmESREE 25 (BIET) -
the Group (i.e. HKD) at the rate of exchange prevailing at A 2 WA K IE B Ty BN E
the end of the reporting period, and their income and @Y - RIEFAERHREA LS - A
expenses are translated at the average exchange rates for REBERT - SRARS A HER 2B
the period, unless exchange rates fluctuate significantly o FTEAENZE (WA REMEE
during the year, in which case, the exchange rates prevailing W R RN IR (B ) 25t ©

at the dates of transactions are used. Exchange differences
arising, if any, are recognised in other comprehensive
income and accumulated in equity (the translation reserve).
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3. SIGNIFICANT ACCOUNTING

POL'C'ES (Continued)
Foreign currencies (continued)

From 1 January 2010 onwards, on the disposal of a foreign
operation (i.e. a disposal of the Group’s entire interest in a
foreign operation, or a disposal involving loss of control over
a subsidiary that includes a foreign operation), all of the
exchange differences accumulated in equity in respect of
that operation attributable to the owners of the Company
are reclassified to profit or loss. In addition, in relation to a
partial disposal of a subsidiary that does not result in the
Group losing control over the subsidiary, the proportionate
share of accumulated exchange differences are re-attributed
to non-controlling interests and are not recognised in profit
or loss.

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation on
or after 1 January 2005 are treated as assets and liabilities
of that foreign operation and retranslated at the rate of
exchange prevailing at the end of the reporting period.
Exchange differences arising are recognised in the
translation reserve.

Borrowing costs

All borrowing costs are recognised in profit or loss in the
period in which they are incurred.

Retirement benefits costs

Payments to state-managed retirement benefit schemes and
the Mandatory Provident Fund Scheme are charged as an
expense when employees have rendered service entitling
them to the contributions.
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62

SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

Taxation

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

The tax currently payables is based on taxable profit for the
year. Taxable profit differs from profit as reported in the
consolidated statement of comprehensive income because
it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that
are never taxable or deductible. The Group’s liability for
current tax is calculated using tax rates that have been
enacted or substantively enacted by the end of the reporting
period.

Deferred tax is recognised on temporary differences between
the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding tax
base used in the computation of taxable profit. Deferred tax
liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are generally recognised
for all deductible temporary difference 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.
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3. SIGNIFICANT ACCOUNTING

POL'C' ES (Continued)
Taxation (continued)

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

The carrying amount of deferred tax assets is reviewed at
the end of each reporting period 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.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which the
liability is settled or the asset is realised, based on tax rate
(and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount of
its assets and liabilities. Deferred tax is recognised in to profit
or loss, except when it relates to items that are recognised
in other comprehensive income or directly in equity, in which
case the deferred tax is also recognised in other
comprehensive income or directly in equity respectively.
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SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

Intangible assets

Intangible assets acquired in a business combination are
recognised separately from goodwill and are initially
recognised at their fair value at the acquisition date (which
is regarded as their cost).

Subsequent to initial recognition, intangible assets with finite
useful lives are carried at costs less accumulated
amortisation and any accumulated impairment losses.
Amortisation for intangible assets with finite useful lives is
provided on a straight-line basis over their estimated useful
lives. Alternatively, intangible assets with indefinite useful
lives are carried at cost less any subsequent accumulated
impairment losses (see the accounting policy in respect of
impairment losses on tangible and intangible assets below).

Gains or losses arising from derecognition of an intangible
asset are measured at difference between the net disposal
proceeds and the carrying amount of the asset and are
recognised in profit or loss in the period when the asset is
derecognised.

Financial instruments

Financial assets and financial liabilities are recognised in
the consolidated statement of financial position when a group
entity becomes a party to the contractual provisions of the
instrument.

Financial assets and financial liabilities are initially measured
at fair value. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and financial
liabilities are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on
initial recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

3. SIGNIFICANT ACCOUNTING

POL'C'ES (Continued)
Financial instruments (continuea)
Financial assets

The Group’s financial assets are classified as loans and
receivables. All regular way purchases or sales of financial
assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within the
time frame established by regulation or convention in the
marketplace.

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 (including all fees paid or received that form an
integral part of the effective interest rate, transaction costs
and other premiums or discounts) through the expected life
of the financial asset, or, where appropriate, a shorter period
to the net carrying amount on initial recognition.

Interest income is recognised on an effective interest basis
for debt instruments.
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SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

Financial instruments (continuea)
Financial assets (Continued)
Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. Subsequent to initial recognition, loans
and receivables (including trade receivables, deposits and
other receivables, loan receivable and cash and cash
equivalents) are carried at amortised cost using the effective
interest method, less any identified impairment losses (see
accounting policy on impairment loss on financial assets
below).

Impairment of financial assets

Financial assets are assessed for indicators of impairment
at the end of each reporting period. Financial assets are
impaired where there is objective evidence that, as a result
of one or more events that occurred after the initial
recognition of the financial asset, the estimated future cash
flows of the financial assets have been affected.

For all the financial assets, objective evidence of impairment
could include:

— significant financial difficulty of the issuer or
counterparty; or

—  breach of contract, such as default or delinquency in
interest or principal payments; or

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

— the disappearance of an active market for that financial
asset because of financial difficulties.
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For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

3. SIGNIFICANT ACCOUNTING

POL'C'ES (Continued)
Financial instruments (continuea)
Impairment of financial assets (Continued)

For certain categories of financial asset, such as trade
receivables and other receivables, assets that are assessed
not to be impaired individually are subsequently assessed
for impairment on a collective basis. Objective evidence of
impairment for a portfolio of receivables could include the
Group’s past experience of collecting payments, an increase
in the number of delayed payments in the portfolio past the
average credit period of 90 days, observable changes in
national or local economic conditions that correlate with
default on receivables.

For financial assets carried at amortised cost, an impairment
loss is recognised in profit or loss when there is objective
evidence that the asset is impaired, and is measured as the
difference between the asset’s carrying amount and the
present value of the estimated future cash flows discounted
at the original effective interest rate.

For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between the
asset’s carrying amount and the present value of the
estimated future cash flows discounted at the current market
rate of return for a similar financial asset. Such impairment
loss will not be reversed in subsequent periods.

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with the
exception of trade receivables and other receivables, where
the carrying amount is reduced through the use of an
allowance account. Changes in the carrying amount of the
allowance account are recognised in profit or loss. When a
trade receivable and other receivable is considered
uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are
credited to profit or loss.
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3. SIGNIFICANT ACCOUNTING 3. EREFTHE @
POL'C'ES (Continued)

Financial instruments (continuea) TRIT A @

Impairment of financial assets (Continued) TREERE ®)

For financial assets measured at amortised cost, if, in a FIRBER AT ENCREEMS « (W
subsequent period, the amount of impairment loss BEEEEREZRARNERL - BRI
decreases and the decrease can be related objectively to BRERNERREEEREENSEHEE
an event occurring after the impairment losses was HEEE - ASERIERANBEEEERE
recognised, the previously recognised impairment loss is =R LNEERBEREE BARAE
reversed through profit or loss to the extent that the carrying SR 38 W 52 BT AR T 5 Rk (B R FE 5115 RO B 8
amount of the asset at the date the impairment is reversed AR AR °

does not exceed what the amortised cost would have been
had the impairment not been recognised.

Financial liabilities and equity cTREERES

Financial liabilities and equity instruments issued by a group SEERRTHNESREERRATARE
entity are classified according to the substance of the FrEX e L EE AR SRl B &R
contractual arrangements entered into and the definitions RTEMEBRETHE -

of a financial liability and an equity instrument.

An equity instrument is any contract that evidences a IRAT A CHERAEEEELHBRERA
residual interest in the assets of the Group after deducting BEZENRGERNTREH - NEE
all of its liabilities. The Group’s financial liabilities are ZEBMBE—ROBERCERKRATE
generally classified into financial liabilities at fair value AR ([EEEREATFEAR]) 22ma
through profit or loss (“FVTPL”) and other financial liabilities. ERHEMERARE -

Effective interest method BRRFIE %

The effective interest method is a method of calculating the ERFA B ERTE SR A EHEK AL R
amortised cost of a financial liability and of allocating interest BB SRAERAIZMNTE - BEREAIE
expense over the relevant period. The effective interest rate EREHEBEEHRFRI(NBEE) B8R
is the rate that exactly discounts estimated future cash HAAE T IR [ aT R IR ST FAVF & ©

payments through the expected life of the financial liability,
or, where appropriate, a shorter period.

Interest expense is recognised on an effective interest basis FERZTTRERFRELERR - O
other than those financial liabilities designed as FVTPL, of AREREEREAFEARZERHE ER
which the interest expense is excluded in net gains or losses. N BRI SR PR A SRS HEE -
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3. SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

Financial instruments (continuea)

Financial liabilities and equity (Continued)
Financial liabilities at fair value through profit or loss

Financial liabilities at FVTPL are those designated at FVTPL

on initial recognition.

A financial liability other than a financial liability held for
trading may be designated as at FVTPL upon initial

recognition if:

— such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would

otherwise arise; or

— the financial liability forms part of a group of financial
assets or financial liabilities or both, which is managed
and its performance is evaluated on a fair value basis,
in accordance with the Group’s documented risk
management or investment strategy, and information
about the grouping is provided internally on that basis;

or

— it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 permits the entire
combined contract (asset or liability) to be designated

as at FVTPL.

Financial liabilities at FVTPL are measured at fair value, with
changes at fair value arising on remeasurement recognised
directly in profit or loss in the period in which they arise.
The net gain or loss recognised in profit or loss excludes

any interest paid on the financial liabilities.
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3.
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SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

Financial instruments (continued)

Financial liabilities and equity (Continued)

Other financial liabilities

Other financial liabilities including trade payables, other
payables and obligations under finance leases are
subsequently measured at amortised cost, using the effective
interest method.

Equity instruments

Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.

Convertible notes designated at FVTPL

Convertible notes issued by the Group (including related
embedded derivatives) are designated as FVTPL on initial
recognition. At each end of the reporting period subsequent
to initial recognition, the entire convertible notes are
measured at fair value, with changes in fair value recognised
directly in profit or loss in the period in which they arise.
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3. SIGNIFICANT ACCOUNTING

POL'C'ES (Continued)
Financial instruments (continuea)
Derecognition

Financial assets are derecognised when the rights to receive
cash flows from the assets expire or, the financial assets
are transferred and the Group has transferred substantially
all the risks and rewards of ownership of the financial assets.

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the sum
of the consideration received and receivable and the
cumulative gain or loss that had been recognised in other
comprehensive income and accumulated in equity is
recognised in profit or loss.

On derecognition of a financial asset other than in its entirety
(e.g. when the Group retains an option to repurchase part
of a transferred asset or retains a residual interest that does
not result in the retention of substantially all the risks and
rewards of ownership and the Group retains control), the
Group allocates the previous carrying amount of the financial
asset between the part it continues to recognise under
continuing involvement, and the part it no longer recognises
on the basis of the relative fair values of those parts on the
date of the transfer. The difference between the carrying
amount allocated to the part that is no longer recognised
and the sum of the consideration received for the part no
longer recognised and any cumulative gain or loss allocated
to it that had been recognised in other comprehensive
income is recognised in profit or loss. A cumulative gain or
loss that had been recognised in other comprehensive
income is allocated between the part that continues to be
recognised and the part that is no longer recognised on the
basis of the relative fair values of those parts

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled
or expired. The difference between the carrying amount of
the financial liability derecognised and the consideration
paid and payables is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

Impairment losses on tangible and
intangible assets other than goodwill
(see the accounting policy in respect of
goodwill above)

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in
order to determine the extent of the impairment loss, if any.
In addition, intangible assets with indefinite useful lives are
tested for impairment annually, and whenever there is an
indication that they may be impaired. If the recoverable
amount of an asset is estimated to be less than its carrying
amount, the carrying amount of the asset is reduced to its
recoverable amount. An impairment loss is recognised as
an expense immediately.

Where an impairment loss subsequently reverses, the
carrying amount of the asset 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 in prior years. A reversal of an
impairment loss is recognised as income immediately.

Provisions

Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable that
the Group will be required to settle that obligation. Provisions
are measured at the best estimate of the consideration
required to settle the present obligation at the end of the
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 (where effect is material).
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3. SIGNIFICANT ACCOUNTING

POL'C'ES (Continued)
Share-based payment transactions

Equity-settled share-based payment
transactions

Share options granted to directors and employees

The fair value of services received is determined by reference
to the fair value of share options granted at the grant date is
expensed on a straight-line basis over the vesting period,
with a corresponding increase in equity (share options
reserve).

At the end of the reporting period, the Group revises its
estimates of the number of options that are expected to
ultimately vest. The impact of the revision of the estimates
during the vesting period, if any, is recognised in profit or
loss, with a corresponding adjustment to share options
reserve.

At the time when the share options are exercised, the amount
previously recognised in share options reserve will be
transferred to share premium. When the share options are
forfeited after the vesting date or are still not exercised at
the expiry date, the amount previously recognised in share
options reserve will be transferred to accumulated losses.

Share options granted to consultants

Share options issued in exchange for goods or services are
measured at the fair values of the goods or services received,
unless that fair value cannot be reliably measured, in which
case the goods or services received are measured by
reference to the fair value of the share options granted. The
fair values of the goods or services received are recognised
as expenses, with a corresponding increase in equity (share
options reserve), when the Group obtains the goods when
the counterparties render services, unless the goods or
services qualify for recognition as assets.
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SIGNIFICANT ACCOUNTING
POL'C'ES (Continued)

Related parties

A party is considered to be related to the Group if:

(a) the party, directly or indirectly through one or more
intermediaries, (i) controls, is controlled by, or is under
common control with, the Group; (ii) has an interest
in the Group that gives it significant influence over
the Group; or (iii) has joint control over the Group;

(b) the party is an associate;
(c) the party is a jointly-controlled entity;

(d) the party is a member of the key management
personnel of the Group or its parent;

(e) the party is a close member of the family of any
individual referred to in (a) or (d);

(f)  the party is an entity that is controlled, jointly controlled
or significantly influenced by or for which significant
voting power in such entity resides with, directly or
indirectly, any individual referred to in (d) or (e); or

(g) the party is a post-employment benefit plan for the
benefit of the 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, which
are described in Note 3, the directors of the Company are
required to make judgments, 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 may differ from these estimates.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A BT RAR

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

4. CRITICAL ACCOUNTING

JUDGEMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(Continued)

The estimated 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.

Key sources of estimation uncertainty

The following are the key assumptions concerning the future,
and other key sources of estimation uncertainty at the end
of the reporting period, that have a significant risk of causing
a material adjustment to the carrying amounts of assets and
liabilities within the next financial year.

Estimated impairment of film rights,
films in progress and film royalty
deposits

Impairment assessment on film rights, films in progress and
film royalty deposits are performed at the end of each
reporting period with reference to both internal and external
market information, for example, sales forecast based on
expected popularity of the respective titles, the expected
production, sales and distribution costs to be reviewed to
conclude the sale and the general economic condition of
the relevant markets. As at 30 June 2011, the carrying value
of film rights, films in progress and film royalty deposits
amounted to approximately HKD6,042,000 (2010:
HKD10,544,000). Changes in assumptions used in this
assessment, including the forecasted revenue, may result
in additional provision being made in the consolidated
financial statements.
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4. CRITICAL ACCOUNTING 4. EXESTTHE R AT

JUDGEMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(Continued)
Estimated impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value-in-use of the cash-generating units
to which goodwill has been allocated. The value-in-use
calculation requires the Group to estimate the future cash
flows expected to arise from the cash-generating unit and a
suitable discount rate in order to calculate the present value.
Where the actual future cash flows are less than expected,
a material impairment loss may arise. Details of impairment
testing on goodwill are set out in Note 20.

Fair value of convertible notes at fair
value through profit or loss

The fair value of the convertible notes designated at fair
value through profit or loss is derived mainly from the
application of the Monte Carlo Simulation model. The Monte
Carlo Simulation model incorporates market data and
involves uncertainty in estimates used by management in
the assumptions. Because the Monte Carlo Simulation model
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including the volatility of share price, changes in subjective B o BB ZFFIBIRMIFE29H 55 -

requires the input of highly subjective assumptions,

input assumptions can materially affect the fair value
estimate. Details of the assumptions disclosed in Note 29.

/6 FEFEEEBAER 2T | Neo Telemedia Limited



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A BT RAR

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

4. CRITICAL ACCOUNTING

JUDGEMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(Continued)

Determination of fair values of
identifiable intangible assets arising
from the business combination

The acquired identifiable assets and liabilities and contingent
liabilities assumed had to be measured at their respective
fair values as at the date of acquisition. The difference
between the cost of acquisition and the fair value of the
Group’s share of net assets so acquired should be recognised
as goodwill on the end of the reporting period date or
recognised in the consolidated statement of comprehensive
income. In the absence of an active market for the business
combination/acquisition transactions undertaken by the
Group, in order to determine the fair values of assets
acquired and liabilities assumed, the directors of the
Company had made their estimates according to valuation
results produced by external valuers.

Estimated impairment of trade
receivables

When there is objective evidence of impairment loss, the
Group takes into consideration the estimation of future cash
flows. The amount of the impairment loss is measured as
the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding
future credit losses that have not been incurred) discounted
at the financial asset’s original effective interest rate (i.e.
the effective interest rate computed at initial recognition).
Where the actual future cash flows are less than expected,
a material impairment loss may arise. As at 30 June 2011,
the carrying amount of trade receivables is HKD54,724,000
(net of allowance for doubtful debts of Nil) (2010: carrying
amount of approximately HKD30,626,000, net of allowance
for doubtful debts of HKD790,000).
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4.
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CRITICAL ACCOUNTING
JUDGEMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

(Continued)
Income taxes

The Group is subject to income taxes in several jurisdictions.
Significant estimate are required in determining the provision
for income taxes. There are many transactions and
calculations for which the ultimate tax determination is
uncertain during the ordinary course of business. Where
the final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will
impact the income tax and deferred tax provisions in the
year in which such determination is made.

As at 30 June 2011, the Group had unused tax losses of
approximately HKD60,823,000 (2010: HKD55,086,000)
available for offset against future profits. No deferred tax
asset in relation to unused tax losses has been recognised
in the Group’s consolidated statement of financial position
due to the unpredictability of future profits streams. In case
where there are future profits generated to utilise the tax
losses, a material deferred tax asset may arise, which would
be recognised in the consolidated statement of
comprehensive income for the year in which such profits
are recorded.

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
maximising the return to shareholders through the
optimisation of the debt and equity balance. The Group’s
overall strategy remained unchanged from prior years.

The capital structure of the Group consists of net debt, which
includes convertible notes payable (Note 29), cash and cash
equivalents and equity attributable to owners of the
Company, comprising issued share capital and reserves.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR R

(Continued)

The directors of the Company review the capital structure
on a regular basis. As part of this review, the directors of the
Company consider the cost of capital and the risks

For the year ended 30 June 2011 &% —&F——

5. CAPITAL RISK MANAGEMENT

associated with each class of capital. Based on the

recommendation of the Company’s directors, the Group will
balance its overall capital structure through the new share

issues and share buy-back as well as the issue of new debts

or the redemption of existing debts.

FINANCIAL INSTRUMENTS 6. €M T A

a) Categories of financial instruments

NAZ=+HIFFE

5. BXARKMER »

ARAZEZTE R EARARE - ERIL
Wz — 8D - ARBZEFERBEARLZ
AR EEBEARB RR - REARQ
AEFEZER  AKEREREITHRN
R DEEEI A R EITHEFRELIREE
B2 A FEHEBEARE -

a) TELT AR

2011 2010
—E——F —T—FF
HKD’000 HKD’000
FHET TAT
Financial assets SREE
Loan and receivables (including Bk EkRFIE (B
cash and cash equivalents) BeNIREHEEY) 135,955 209,710
Financial liabilities SREE
Financial liabilities measured BUATHEAGTEZ
SRARE
At amortised cost 2 B §H AR AR 83,734 84,148
At fair value through profit and loss #1825 BRIZ A F(E AR 24,801 —
108,535 84,148
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6. FINANCIAL INSTRUMENTS

(Continued)

6. TR TR @

TREAREEERERK

b) Financial risk management b)

30

objective and policies

The Group’s major financial instruments include trade
receivables, deposits and other receivables, loan
receivables and cash and cash equivalents, trade
payables, other payables, convertible notes payable
and obligations under finance leases are disclosed in
respective notes. The risks associated with these
financial instruments include market risk (currency
risk and interest rate risk), credit risk and liquidity 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 timely and effective manner.

Market risk

The Group’s activities expose it primarily to the
financial risks of changes in foreign currency and
interest rates. Market risk exposures are further
measured by sensitivity analysis. There has been no
significant change to the Group’s exposure to market
risks or the manner in which it manages and measures
the risk. Details of each type of market risks are
described as follows:

Currency risk

Several subsidiaries of the Company have foreign
currency sales and purchases, which expose the
Group to foreign currency risk. Approximately 60%
(2010: 11%) of the Group’s sales for the year ended
30 June 2011 are denominated in currencies other
than the functional currency of the group entity making
the sale, whilst almost 38% (2010: 7%) of costs are
denominated in currencies other than the group
entity’s functional currency.
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6. FINANCIAL INSTRUMENTS 6. €T B w

(Continued)

b) Financial risk management b) SREREERERK

objective and policies (continuea) - 4C )
Currency risk (Continued) E¥ER @
The carrying amounts of the Group’s foreign currency S HE - RNEEIRINETEZ

denominated monetary assets and monetary liabilities

A

W&
EREEREBAENEEELD

at the reporting date are as follows: N
2011 2010
= —E—FF
HKD’000 HKD’000
FHET AT
Assets BE 58,993 7,233
Liabilities =N (30,180) (30,198)

The Group currently does not have a foreign currency
hedging policy. However, the management has closely
monitored the Group’s foreign exchange exposure and
will consider hedging significant foreign currency risk
should the need arise.

Sensitivity analysis

The Group is mainly exposed to the currency of the
PRC (i.e: RMB).

7N £ [ 3R B I 4 AT {A] N S B 0 I
KA EEEEEEAEEL
SMNERBE - BB EREE BH
BERINERE -
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6. FINANCIAL INSTRUMENTS

NA=FHIFFE

32

(Continued)

b)

Financial risk management
objective and policies (continued)

Sensitivity analysis (Continued)

The following table details the Group’s sensitivity to a
5% (2010: 5%) increase and decrease in Hong Kong
dollars against the RMB. 5% (2010: 5%) is the
sensitivity rate used when reporting foreign currency
risk internally to key management personnel and
represents management’s assessment of the
reasonably possible change in foreign exchange rates.
The sensitively analysis includes only outstanding
foreign currency denominated monetary items and
adjusts their translation at the year end of the reporting
period for 5% change in foreign currency rates. The
sensitivity analysis includes bank balances, trade and
other receivables, trade payables, accruals and other
payables. A positive number below indicates an
increase in post-tax loss where Hong Kong dollars

6. EFT A

b)

(%)

crERERER
;- 4¢ )

BREDN &)

=R

TREFIARBEB T AR
BRIES% (—E—BF  5%) 28
B - 5% (“B—FF  5%) AAE

ZEE A BRE A I /N R b B P
Rz SRR - H R E IR E E I

EER A AIRERE) 25T - &
RESMEBRUINEFEZH AR
FREWIER  YRNHmEHRAR
H A [ BRSNEE B R 7 5%

HREIMBRERITER EHE
WRR R e Bt R U RIR ~ B SRS
BRAK ~ ERT AR R EL ML BT 5RIR o
THEHRTETEARETES%
(ZF—FF : 5%) TERZ HIKE
BB - BT HARKEES% (=

strengthen 5% (2010: 5%) against the RMB. For a T—TF :5%) - BEHEBEEENE
5% (2010: 5%) weakening of Hong Kong dollars BRERZZE  RTIIEHEE
against the RMB, there would be an equal and HIRE# -
opposite impact on the loss and the balances below
would be negative.
2011 2010
—EB——F —E—FF
'000 ‘000
F T T
Loss for the year FANEE
— RMB — AR¥ 1,441 1,148
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6. FINANCIAL INSTRUMENTS 6. €T B w

(Continued)

b) LRIEMREERFERK

b) Financial risk management

objective and policies (continued)
Interest rate risk

The Group is exposed to fair value interest rate risk in
relation to the fixed-rate obligations under finance
leases and fixed-rate loan receivable for both years.

The Group currently does not have an interest rate
hedging policy. However, the management monitors
interest exposure and will consider other necessary
actions when significant interest rate exposure is
anticipated.

The Group is also exposed to cash flow interest rate
risk related to bank balances and short-term bank
deposits carried at prevailing market rate.

The Group’s exposures to interest rates on financial
liabilities are detailed in the liquidity risk management
section of this note.

Sensitivity analysis

At 30 June 2011, if interest rates had increased or
decreased by 1% and all other variables were held
constant, the Group’s loss before tax for the year and
accumulated losses would increased by approximately
HKD131,000 and HKD4,000 respectively (2010:
increased by approximately HKD279,000 and
decreased by approximately HKD300). This is mainly
attributable to the Group’s exposure to floating interest
rates of the bank balance

R @®
= AL

7N & T A B P {E 4R 2 3% B E A
KA HE 2 EREAEREE R =
B ER 2 A FENXERR -

AEEBE L ERREPHEK - A
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6. FINANCIAL INSTRUMENTS

(Continued)

6. TR TR »

84

b) Financial risk management

objective and policies (continued)

b)

crERERER
8¢

= RE

Credit risk EE R

As at 30 June 2011, the Group’s maximum exposure RZE——FA=+TH  ~&E
to credit risk which will cause a financial loss to the AR SGE AT REBITERE(REEE
Group due to failure to discharge an obligation by the ThUE e B ) ﬁﬁﬂ%@%‘} B E1E
counterparties provided by the Group is arising from W& = EERE - ALK E MBIk

the carrying amount of the respective recognised
financial assets as stated in the consolidated statement
of financial position.

The Group reviews the recoverable amount of each
individual trade and other receivables at the end of
the reporting period to ensure that adequate
impairment losses are made for irrecoverable amounts.
In this regard, the directors of the Company consider
that the Group’s credit risk is significantly reduced.

The Group’s concentration of credit risk by
geographical locations is mainly in the PRC including
Hong Kong. As at 30 June 2011, the Group has certain
concentration of credit risk as 38% (2010: 50%) of
the total trade receivables was due from the Group’s
largest customer.

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

ﬁi%qﬂﬁfrﬂ%lﬁaﬁﬁm@ BEEN
FREEmESL -

AEBERBEHRRAEEHEK
AR R H b B MR IR 2 AT M &
B DAREGRE T AT IR [E 2 SRR
RHBEEE UM E » ARF]
EEZRR/AKEZEERREXIE
FRIK -

AEBZEFEERR (ZiEaT
B)ITEZREHE(BREREE) - K=
E——FRA=1TH AEEHRK
KEZHEAE-—FFP2EHRUIK

R ETEERERS38% (=2
—gi 1 50%) °

AR SH T REEREEFREE
BYBsEEfAnRTRhEA
BERSEEFRNRERT - 8K

authorised banks in the PRC with high-credit ratings. SERBHES 2 EERBRER -
Liquidity risk RENE SRR

In management of the liquidity risk, the Group monitors EFEERDESRBRMBRES @ K
and maintains a level of cash and cash equivalents CESERTHASEREERREN
considered adequate by the management to finance MWREeRFESFEBYAKT  BESE
the Group’s operations and mitigate the effects of EreERHE W ERSR)

fluctuations in cash flows.
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6. TR TR »

6. FINANCIAL INSTRUMENTS

(Continued)

b) Financial risk management
objective and policies (continued)

Liquidity risk (Continued)

The following table details the Group’s remaining
contractual maturity for its non-derivative financial
liabilities. The table has been drawn up based on the
undiscounted cash flows of financial liabilities based
on the earliest date on which the Group can be
required to pay. The table includes both interest and
principal cash flows. To the extent that interest flows
are floating rate, the undiscounted amount is derived
from interest rate at the end of the reporting period.

b) tREREEBEERK

; HC-))
nEBESERE &)

TRAMIALAKEFITLESREA
BEHR T AN R - 2R
TRBERASEATERERER
MEFAMNRERRERERE
BRE - ZREINTHERAEH
TRE - EFNEREFBHFXRETE
MATEE T » REEREBIRIBERS
HIRMAMEGFERL -

Liquidity tables HBEE &K
Weighted
average Within Total
effective 1 year or  undiscounted Carrying
interest rate on demand cash flow amounts
nE¥H —£RH RERZ
BRA= EEX HeREAH FEE
HKD’'000 HKD’'000 HKD’000
TER TER TR
At 30 June 2011 R-B-—-5XA=1H
Non-derivative financial FiTESHEE
liabilities
Trade payables EC AN — 37,497 37,497 37,497
Other payables H R 508 - 46,237 46,237 46,237
Convertible notes payable e AT E 15 13.12% 24,801 24,801 24,801
108,535 108,535 108,535
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6.

36

FINANCIAL INSTRUMENTS

(Continued)

b) Financial risk management
objective and policies (continued)

Liquidity risk (Continued)

Liquidity tables (Continued)

6. TR TR @

Weighted
average
effective
interest rate

it B2

b)

ctREREEEEREK
8¢

RBESEE #)

HBEL R (E)
Within Total
1yearor undiscounted Carrying
on demand cash flow amounts

—FR% REHZ

P EEZk BeRsRE RAE
HKD'000 HKD'000 HKD’000
FHT THT THT

At 30 June 2010 RZE-ZF A=1H

Non-derivative financial FTEERARE
liabilities

Trade payables B S EIRR — 28,044 28,044 28,044
Other payables Hi R = 56,083 56,083 56,083
Obligations under finance leases F& M & & 1Z 2.56% 22 22 21
84,149 84,149 84,148

Note: The undiscounted amount represented the redemption
amount on maturity on the assumption that there was
no conversion prior to maturity.

The amounts included above for variable interest rate
instruments for non-derivative financial liabilities is
subject to change if change in variable interest rates
differ to those estimates of interest rate determined at
the end of the reporting period.

FEFEEEBAER 2T | Neo Telemedia Limited
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE
6. FINANCIAL INSTRUMENTS 6. EMIA»
(Continued)
c) Fair value c) A¥E
The fair value of financial assets and financial liabilities TREEHSHBECATEETE
are determined as follows: (N
— the fair value of other financial assets and — HihemBEERSBMBEND
financial liabilities are determined in accordance FEDZERRESRES T
with generally accepted pricing models based RREBER - FIFRE A E
on discounted cash flow analysis using prices RZHIRE MIHER 5 HE KT
or rates from observable current market KEFE
transactions as input.
The directors of the Company consider that the RKABEERE  RAMBRERS
carrying amounts of financial assets and financial BIRBENAARZEREERS
liabilities recorded at amortised cost in the mEEZEEE AEEHEBEH
consolidated financial statements approximate to their mEE N FEES -

fair value due to their short-term maturities.

7. TURNOVER 7. €X8

Turnover represents the net amounts received and receivable EEBIEAEBMINBELHEEYRIE
for goods sold or services provided by the Group to outside RS 2 B W R R IR ERE - LHIBRIE
customers, less returns and discounts and sales related B kEERBERIE -
taxes.
An analysis of the Group’s turnover for the year is as follows: AEENFALERBI>TAT ¢
2011 2010
—E——F —ZE—F
HKD’000 HKD’000
FBT FET
Film exhibition, film rights licensing BEME  BHER
and sub-licensing BEEZRES 12,850 33,796
Income from artiste management 2 AEIEIA 5,244 5,298
Sales of telecommunication products HETMERK
and providing wireless services He it 1 45 BR 75 15,191 5,532
Traffic signboard advertising income RIS R RS A 11,972 —
45,257 44 626
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8. OTHER INCOME AND GAINS

An analysis of the Group’s other income and gains for the

year are as follows:

8.

H Aty Wy A K W 58

AEENFAREMBARKZDITNAT

2011 2010
—E——F —E-FF
HKD’000 HKD’000
FTEx FEIT
Other income and gains H U A R gz
Bank interest income RATH WA 12 1
Exchange gain, net PE & e - JFRR 69 2
Commission income AU A 9,267 1,376
Sundry income LN N 1,969 936
Reversal of impairment loss in respect BIRWERZ
of trade receivables BB 5 18 ] 806 —
Reversal of impairment loss in respect Hfb U sRIE 2
of other receivables VERIEN SEi=E A El 167 —
12,290 2,315

SEGMENT INFORMATION

Information reported to the board of directors of the
Company, being the chief operating decision maker, for the
purposes of resource allocation and assessment of segment

performance focuses on types of goods or services delivered
or provided. This is also the basis upon which the Group is

organised and managed.

Specifically, the Group’s reportable segments under HKFRS

8 are as follows:

Artiste management

wireless services
Traffic signboard advertising

Film exhibition, film rights licensing and sub-licensing

Sales of telecommunication products and providing

For the year ended 30 June 2011, there is a new reportable
segment regarding traffic signboard advertising.

33
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For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

9. P EEHX w
(a) P EWERELE

9. SEGMENT INFORMATION (continuea)

(a) Segment revenues and results

The following is an analysis of the Group’s turnover
and results by reportable segment:

For the year ended 30 June

NEBIRAIE MO\ L EERE
BEAOMTWT ¢

BEAA=THIEE

Sales of
Film exhibition, telecommunication
film rights licensing products and providing Traffic signboard
and sub-licensing Artiste management wireless services advertising Consolidated
EYHM  RUIR HEERERR
BREVNE BAEE RUERSRE RERTRES &8
2011 2010 2011 2010 2011 2010 2011 2010 2011 2010
ZE--E|ZE-RE|CE--E | CE-EE| 2B | CE-TF | 2| CE-RE| 2B 2R3
HKD'000 |  HKD'000 | HKD'000 | HKD'000 | HKD'000 | HKD'000 | HKD'000 |  HKD'000 | HKD'000 |  HKD'000
TER T THR Th THT Th TER Th TR TR
Turnover X8 12,850 33,796 5,244 5,298 15,191 5,532 11,972 — 45,257 44,626
Segment results PERE (2,055  (21801) 129 1,899 19,298 (12,810) 5,827 - 23,199 (32712)
Interest income HEHA 12 1
Unallocated corporate FARDARA
income 14 —
Unallocated corporate FARRFARY
eXpenses (51,846))  (11,735)
Finance costs BERK (552) 8
Loss before tax B AEE (29,713)]  (44,454)

The accounting policies of the reportable segments
are the same as the Group’s accounting policies
described in Note 3. Segment results represent the
profit (loss) from each segment without allocation of
interest income, share-based payments expenses,
central administration costs, directors’ emoluments
and finance costs. This is the measure reported to
the chief operating decision maker for the purposes
of resource allocation and performance assessment.

—Z—— %53 | Annual Report 2011
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9. SEGMENT INFORMATION (continvea)
(b) Segment assets and liabilities

The following is an analysis of the Group’s assets and
liabilities by reportable segment:

9.

TEER @

(b) 7 HEERERE

NREFRUSROPBrEERERE
DITAT -

At 30 June RAB=+H
Sales of
Film exhibition, telecommunication
film rights licensing products and providing Traffic signboard
and sub-licensing Artiste management wireless services advertising Consolidated
EYHM  RUER HEERERR
BREYIE BAEE REESRE RERTRES &8
2011 2010 2011 2010 2011 2010 2011 2010 2011 2010
ZE-F | TS| Z8--F | R TE | 28--F | D5 FE | 28| R-EF | 25--F| 2524
HKD'000 |  HKD'OOO | HKD'000 | HKD'OOO | HKD'000 | HKD'0OO | HKD'000 |  HKD'0OO |  HKD'000 |  HKD'000
T#R T TER T THT Th TER Th TR TR
Segment assets AREE 42,107 44,69 33,744 19,106 62,207 67473 ] 986,635 —| 1,124,693 | 131,275
Unallocated corporate FARDFEE
assets 166,891 409,624
Total assets EESE 1,291,584 | 540,899
Segment liabilities AREE 43,463 3,627 11,641 2,555 6,245 28,654 80,499 —| 141,848 69,836
Unallocated corporate FARAAER
liabilities 43,909 19,850
Total liabilities BEAE 185,757 89,636
For the purpose of monitoring segment performances REESENRERDEMZERIE

and allocating resources between segments:

all assets are allocated to reportable segments
other than unallocated corporate assets (mainly
comprising deposit paid for acquisition of a
subsidiary, cash and cash equivalents); and

all liabilities are allocated to reportable segments
other than unallocated corporate liabilities
(mainly comprising convertible notes payable,
other payables and accruals and deposits
received).

90
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For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

9. SEGMENT INFORMATION (continvesy 9. DEEE @

(c) Other segment information (c) Hitt o EER
For the year ended 30 June BEAA=THLFE
Amounts included in the measure of segment profit FTENEERROBEERMES
(loss) or segment assets: Z A
Sales of
Film exhibition, telecommunication
film rights licensing products and providing Traffic signboard
and sub-licensing Artiste management wireless services advertising Unallocated Consolidated
FER RER HERAERR
BREYME BAEE RERSRE REBETRES FAR &8

2011 2010 2011 2010 2011 2010 2011 2010 2011 2010 2011 2010
il et S ) e A e Pl Sl et S e St ks
HKD'000 | HKD'000 | HKD'000 | HKD'000 | HKD'000 | HKD'00O | HKD'000 | HKD'O0O | HKD'000 | HKD'0OO | HKD'000 | HKD'00O

TéEn| TEr| TEn| TEn | TEx| TExn | TER| TExr | TER| TEn | TEx| TEn

Other segment EAREH :

information:
Capital expenditure BARY - 6 - — 16 14769 | 215,720 — 1,396 1569 | 217,132 16,344
Depreciation of property, #1% - BRE &

plant and equipment K& E 32 59 140 140 4,171 1,564 1,044 = 304 27 5,691 1,790
Amortisation of LSS §

intangible assets — - — — - — 3,098 — — — 3,098 —
Amortisation EYMELHE

of film rights 2,056 24,788 - — - — - — - — 2,056 24,788
Loss on disposal HENE

of property, plant HEREE
and equipment
Impairment loss
recognised in respect
of goodwill
Impairment loss
recognised in respect
of film rights
and films in progress
Impairment loss
recognised in respect
of trade receivables
Reversal of impairment
loss in respect
of trade receivables
Impairment loss
recognised in respect
of other receivables
Reversal of impairment  SLE /&M
loss in respect BREZ
of other receivables  H{ERE - - - - (167) - - - - - (167) -

= = = = - s = = = = - s

2,549 8,549 - = - = - = - = 2,549 8,549

= - = —| o = = - = —| 0 -

Capital expenditure for the year ended 30 June 2011  E—E——FNA=ZTHLFE
includes additions resulted from acquisition through WEARAS BEEBAERE TE
business combinations, amounting to approximately THREBMEENAE  2EOA
HKD202,269,000 (2010: HKD14,736,000). 202,269,000 T (ZE—FF :
14,736,000/ JT) °
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9. SEGMENT INFORMATION (continuea)

(c) Other segment information (continuea)

TEER @
(c) HttpEER @

Amounts regularly provided to the chief operating TEHRETEZELERRERTE
decision maker but not included in the measure of EMDBIERE D EEETENE
segment profit (loss) or segment assets: %8
Sales of
Film exhibition, telecommunication
film rights licensing products and providing Traffic signboard
and sub-licensing Artiste management wireless services advertising Unallocated Consolidated
EYHM BAR HEERERR
BREYRE BAEE RERSRE REETRES FAR &a
2011 2010 2011 2010 2011 2010 2011 2010 2011 2010 2011 2010
CE-—-F | Z2-%F |F%3--F | 25-%F |2%--F | 2F-%F |2%--F | ZF-5F |C%--F |23 -%F |C3--fF|25-%F
HKD'000 | HKD'000 | HKD'000 | HKD'000 | HKD'000 § HKD'OOO | HKD'000 § HKD'00O | HKD'000 | HKD'000 § HKD'000 § HKD'000
T#x i T ThT T#n TET TEn TR Tin TAL T#x Thr
Interest income HEKA - - 7 - 2 1 1 - 2 - 12 1
Finance costs BERA - - - - - - = 552 - 552
Income tax expenses  FrEREX 37 4 = - 2317 6 1,492 = = = 3,846 10
Information about major customers FEEFZER
Revenue from major customers of the corresponding RIEEFEEGANEE R EERBR
years contributing over 10% of the total turnover of 10%MEERF 2 WmAT ¢
the Group is as follows:
Year ended Year ended
2011 2010
BZE HE
—F——F = —TF
IEFE IEFE
HKD’000 HKD’000
FE T FH&TT
ICustomer A IZEA 15,191 4,605
2Customer B (Note) 22 5B (Kt ) 6,720 —
3Customer C SEPC 7,823 4,944
4Customer D =ED 4,653 4,499
34,387 14,048
1 Turnover from sales of telecommunication products L R B E BAHERRIBHEGRRE
and providing wireless services B & R
2 Turnover from traffic signboard advertising 2 RERBIETEESNEETE
3 Turnover from film exhibition, film rights licensing and 3 REBHHE - FiE REREMR
sub-licensing R LR
4 Turnover from artiste management 4 REEAERENE R

S
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9. SEGMENT INFORMATION (continued) PEER @

A BT RAR

NA=FHIFFE

(c) Other segment information (continuea) (c) Hittp BER @)
Information about major customers FEEXEFZER B
(Continued)

Note: As the corresponding turnover for the year ended iz : AREE—_ZT—ZTF - A=+H
30 June 2010 did not contribute over 10% of the total IEFEMNBBEERLAEEZ
sales of the Group for that year, the corresponding FEMNBHERTBIBI0% *
turnover has not disclosed. WEHR R AR & 3R o
Geographical information ih & &R
The Group’s turnover from external customers by AEBZWERE D 2 REINEEP
geographical location is detailed below: HEEFEAFBRT -
Turnover by geographical market WEMISEZEXERE
2011 2010
—E2——F —Z4F
Name of the country EEE HKD’000 HKD’000
FBT T T
Hong Kong B 3,460 21,427
The PRC (excluding Hong Kong) FE(CTrEEES) 40,781 18,834
Asia (excluding Hong Kong TN (R ERE
and the PRC) K E) 580 2,978
Others H b 436 1,387
45,257 44 626
The Group’s non-current assets, other than films rights, AREBZIERHEE (EhiE - &
films in progress, film royalty deposits and deposit paid ¥R - B hRiEREs RKE—H
for acquisition of a subsidiary by geographical location MIE A R E IR SR R [R 8 5
are detailed below: ZFEMT
2011 2010
—_EgE——F —E-FF
Name of the country EIEEy HKD’000 HKD’000
F&ET T T
Hong Kong BB 872 323
The PRC (excluding Hong Kong) FE(CTEEES) 993,474 61,787
994,346 62,110
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10.FINANCE COSTS

10. @ & B 4

2011 2010
—E——F —E-FF
HKD’000 HKD’000
FTEx FETT
Interest on borrowings wholly repayable ~ BREFEAREEE
within five years: BEEF S
— obligations under finance leases — BEHEAIE 1 8
Changes in fair value on convertible notes  BJ # J& 2= 4% & 1<) 3008 &
payable NEEEE 551 —
552 8

11.INCOME TAX EXPENSE

94

11.FrEH A<

2011 2010
—E——F —E—EF
HKD’000 HKD’000
FET FH&T
Current tax: BVERRRIE

— Hong Kong Profits Tax — BENER 37 4
— PRC Enterprise Income Tax — R EMER 4,584 6

Deferred tax: (Note 33) BXERIIE © (MT5E33)
— Current year — XREE (775) —
3,846 10

(a)

(b)

Hong Kong Profits Tax is calculated at 16.5% of the
estimated assessable profit for both years.

The charge for the year to Hong Kong Profits Tax has
been relieved by approximately HKD267,000 as a
result of tax losses brought forward from previous
years.

Under the Law of the PRC on Enterprise Income Tax
(the “EIT Law”) and Implementation Regulation of the
EIT Law, the tax rate of the PRC subsidiaries are 25%
from 1 January 2008 onwards.
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For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE
PA=| .
11.INCOME TAX EXPENSE (continvea) 11.ATBBHAX @
(c) Taxation arising in other jurisdictions is calculated at (c) REMADERERESMTIEZIEH
the rates prevailing in the relevant jurisdictions. AEREEARITHETE -
Income tax expense for the year can be reconciled to the FRMEHAXRGE 2ARER 2B
loss before tax per the consolidated statement of ATE B E BR AN T -
comprehensive income as follows:
2011 2010
—E——F —E-FF
HKD’000 HKD’000
FET T
Loss before tax FR B A B 18 (29,173) (44,454)

Tax at applicable domestic
income tax rate of 16.5%
(2010: 16.5%)

Tax effect of expenses not deductible

for tax purpose

Tax effect of income not taxable
for tax purpose

Tax effect of unused tax losses
not recognised

Tax effect of prior tax losses
utilised this year

Tax effect of deductible temporary
differences not recognised

Tax effect of different tax rates
of subsidiaries operating

RE HE R TSR R
16.5%=t BH T IA

—ZT—ZF : 16.5%) (4,814) (7,335)
HEBBEME T HRAX

e 7,007 3,424
BB E BAERTUA

LB 2 4) —
AERHAEBAZ

MIBEBBE 2 HBTE 991 5,074
RAFESHBEERE

BB B 2 (44) (291)
RERATINB G R EHE

LB 2 (128) (48)

RE M BN REE
MBARMNHERER

in other jurisdiction 2R E 838 (814)
Income tax expense for the year FAREBEAX 3,846 10
At the end of the reporting period, the Group had unused RIFERR - AEENARBBAREEELD
tax losses of approximately HKD60,823,000 (Note 4) (2010: 60,823,000/ 7T (MisE4) (ZZE—Z 4 :
HKD55,086,000) available to offset against future profits. 55,086,000/%8 7t.) A A3 A #K $5 R 2R g 1 o
No deferred taxation asset has been recognised due to AP 2R RS FI 7 B DA TRORI - # I SRR IR
unpredictability of future profits streams. Tax losses may be EFIREE o TG E A R H 4
carried forward indefinitely.

Details of deferred taxation are set out in Note 33. BEERIR 2 B E R HI5E33 ©
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12.LOSS BEFORE TAX

NA=FHIFFE

12.BRBi AT & 18

96

2011 2010
—_EF——F —E-FTF
HKD’000 HKD’000
TExT FHT
Loss before tax has been arrived BRI ATEEE R
at after charging (crediting): GEA) A THIE -
Staff costs, including directors’ BETHA  BREEFE
remuneration (Note 15) (BF5E15)
— Salaries, wages and other benefits — e ITENMHMER 3,998 5,219
— Share-based payments — AR ABER K 37,999 —
— Contributions to retirement — RRBEH FT B
benefit schemes 50 78
Total staff costs BB T A 42,047 5,297
Depreciation of property, plant ME - BEX
and equipment HETE 5,691 1,790
Amortisation of film rights B R 5E 2,056 24,788
Amortisation of intangible assets B B 3,098 —
Impairment loss recognised in respect M EER
of goodwill REEE = 5,895
Impairment loss recognised in respect MEHRENMER Y
of film rights and films in progress R BEEE 2,549 8,549
Impairment loss recognised in respect B Z EWRKER
of trade receivables REEE — 786
Reversal of impairment loss BE S EWRFKER 2
in respect of trade receivables REEE (806) —
Impairment loss recognised in respect T EL A FE KGR IE RE R
of other receivables EEE 622 163
Reversal of impairment loss L H fth B WGRIE R [B] 2
in respect of other receivables BIEEE (167) —
Loss on disposal of property, plant HEME  BEK
and equipment Xt E51E 11 —
Share-based payments VAP {7 A EE B 9 -F 3R
— consultant — E 332 —
Auditor’s remuneration % ELRD B & 2,450 480
Minimum lease payments under HHAMEZCEHERD
operating lease in respect =AM S 3K
of rented premises 3,513 6,642
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13.LOSS PER SHARE

The calculation of the basic loss per share for the year ended
30 June 2011 is based on the consolidated loss for the year
attributable to the owners of the Company of approximately
HKD36,254,000 (2010: HKD44,464,000) and the weighted
average number of approximately 1,603,724,000 shares
(2010: 1,309,703,000 shares (restated) in issue during the
year.

The weighted average number of ordinary shares for the
year ended 30 June 2010 for the purpose of basic loss per
share has been restated for consolidation of shares on 30
June 2011 as detailed in Note 31.

The basic and diluted loss per share are the same as the
computation of diluted loss per share does not assume the
conversion of the Company’s outstanding convertible notes
and share options since their exercise would result in a
decrease in loss per share from operations.

14.STAFF COSTS (EXCLUDING

DIRECTORS’ EMOLUMENTS)

13.5REE

HE - T——FNA=Z1THILFEZER
EARBIBIRBEARRHEE ABIEFER
A 18 4936,254,000/ 7T (- B — T4 ¢
44,464,000 7T) & F A B TR G 2
P E41,603,724,0000% (- T —F
4 : 1,309,703,0000% (A& E5)) 5t & °

RErEEHE_T— fi/\ﬂ THIEFE
BREREENEERINETHHEEN =
T——FNA=THERGBEHET 7
BERHIEE3L ©

FREAREBEERAR - JIRRITER
RERTTEARKREREMERZESEHE
LBEBNERERRD  REFESKE
BEERTEBRAMLR -

14 E T (R

EEMWS)

2011 2010

—_EF——F —E-FF

HKD’000 HKD’000

FET FA&ET

Salaries, wages and other benefits Fe - LENKEMET 3,377 4,067

VA RS 1) 7 EE Bt 9 5 3K 23,065 -
Contributions to retirement BRI ET B K
benefit schemes 49 64

Share-based payments

26,491 4,131
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14.

98

STAFF COSTS (EXCLUDING
DIRECTORS’ EMOLUMENTS)

(Continued)
Hong Kong

The Group operates a mandatory provident fund scheme
(the “MPF Scheme”) under the Hong Kong Mandatory
Provident Fund Schemes Ordinance for its Hong Kong
employees. The MPF Scheme is a defined contribution
retirement plan administered by independent trustees,
Under the MPF Scheme, each of the Group companies (the
“Employer”) operated in Hong Kong and its employees
makes monthly contribution to the scheme a 5% of the
employee’s earning as defined under the Mandatory
Provident Fund Legislation. The contributions from each of
the Employer and employees are subject to a cap of
HKD1,000 per month.

The PRC, other than Hong Kong

As stipulated by rules and regulations in the PRC, the
Group’s subsidiaries established in the PRC are required to
contribute to a state-sponsored retirement plan for all its
employees. The state-sponsored retirement plan is
responsible for the entire pension obligations payables to
all retired employees. Under the state-sponsored retirement
plan, the Group has no further obligations for the actual
pension payments or post-retirement benefits beyond the
annual contributions.
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For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

15.E5M<E

15.DIRECTORS’ EMOLUMENTS

The emoluments paid or payables to each of 6 (2010: 7) B EN TR (CE—ZF TR ES
directors were as follows: ZBemT
2011 2010
“B--F Z%-%
Contributions Contributions
Salaries, to retirement Salaries, ~to retirement
wages and benefits  Share-based Wages and benefits
Names of Directors Fees other benefits schemes payments Total Fees other benefits schemes Total
5618  BHEN  URHA £¢-IH  RINEA
3024 we REMER  HEER  EBRORR @it we REMEH  HEER g
HKD'000 HKD'000 HKD'000 HKD'000 HKD'000 HKD'000 HKD'000 HKD'000 HKD'000
Th T Th TR TE ThL T ThL T
Executive directors: HiER:
Mr. Li Hongrong £y S - - - - - - - - -
Mr. Zhou Zhibin (Note a) BB (Hia) 31 430 - 4978 5,489 — - - -
Mr. Theo EDE (Note b) Theo EDEZ 4 (Hizth) 29 - - - 29 69 — 2 71
Mr. Ou Bai (Note b) BUB A (Hisk) - - - - - - - - -
Mr. Tong Hing Chi (Note ¢) BB % (fizkc) - - — — — 100 = = 100
Dr. Yap Allan (Note d) Yap Allanf8 £ (Hizkd) - - - - - 3 = — 3
Mr. Zhuo Wu (Note ) £m%E (Hie) - 31 1 - 32 50 810 12 872
Mr. Zhang Fan (Note f) Rz (B - - - 4,978 4,978 = = = =
Mr.HuYangiun (Noteg) W% (Riite) - - - 4,978 4,978 - - - -
Independent non-executive  BUFHTEES
directors:
Ms. Chen Xiao Rong (Note h) ~ FREE& % £ (Hf3Eh) - - - - - - - - -
Mr.HuYangiun (Noteg) Wi &% (ite) - - - - - - - - -
Professor Song Junde (Note 1) R (& (i &£)) — — — — — = = - =
Professor Chen Lujun (Note )  BREE 4 (i) - - - - - - - - -
Mr. Lam Kin Kau, Mark WERLE 50 - - - 50 50 = = 50
Mr. Law Kwok Leung (Note k) BRI %2 (f1EK) - - - - - 20 = - 2
Mr. Fung Wing Keung (Note k) 158 % A (KisEk) - - - - - 20 = = 2
110 511 1 14,934 15,556 342 810 14 1,166
Notes: fIEE -
a)  Appointed on 2 November 2009 a) N-ETZhE+—F_—BHEZRE
b) Appointed on 13 May 2010 b) RN-TE—TERA+=HEST
c) Resigned on 3 June 2010 ) R-TE—TENXA-HBEE
d)  Resigned on 20 July 2009 d R-ZEThFE+A-—+BHEE
e)  Resigned on 16 July 2010 e) R-ZE—FFELATNBEIE
f) Appointed on 9 September 2010 f) R-ZE—TSFEHNBNBEST
g) Resigned from an independent non-executive director to an g NRIE—ZE+-A+ABBEBEIHE
executive director on 15 December 2010 HITEE WEHEAHTES
h)  Resigned on 9 September 2010 hy R-_ZE—ZFHAANBEMT
i) Appointed on 14 July 2010 0 N-TE—TE+ A+ BEST
) Appointed on 15 December 2010 ) N-FE—TE+ - B+HAEEESFE
k) Resigned on 24 June 2010 KN R-Z—TENXH-FMARGE
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NA=FHIFFE

15.DIRECTORS’ EMOLUMENTS

(Continued)

No directors waived or agreed to waive any emoluments in
both years ended 30 June 2011 and 2010.

No emoluments have been paid by the Group to the directors
of the Company as an inducement to join or upon joining
the Group, or as compensation for loss of office during the
two years ended 30 June 2011 and 2010.

16.SENIOR MANAGEMENT

EMOLUMENTS

Of the five individuals with the highest emoluments in the
Group, three (2010: one) were directors of the Company
whose emoluments are set out in the disclosure in Note 15
above. The emoluments of the remaining two (2010: four)

I5.EEM <€ »

MEEENEAFAENERE_T——F
R_Z-—ZFXA=THILMAFEZE
A<

REBEEZZE—FR=T—ZTF A=
BIEMESEEA - RNEBNEEAQR]E
EXNERME - ERIMASEMARE
B2 R IERBERFEE -

l6.EREEEM<

ARERAREHFMENALR =4
(CE-TE: —K)BELAES - 4%
ZHME R EXHEL55IE - REE

ER=T-FENAS IR

highest paid individuals for the year ended 30 June 2011 HBME (T2 —ZFF - IB) &= 5 i E
and 2010 were as follows: /E'alJ/\:tZ,ﬁMZZDT :
2011 2010
—_EgE——F —E-FF
HKD’000 HKD’000
FET T T
Salaries, wages and other benefits e TENMEMEH 694 430
Share-based payments VAR {7 & E i B - 50 4,978 —
Contributions to retirement R ORAE FFT &I 3K
benefits schemes 9 9
5,681 439
Their emoluments were within the following bands: BEZEMATATEHENA :
2011 2010
—E——F —E-ZTF
Number of Number of
employees employees
EEZA EE&H
Nil to HKD1,000,000 = 21,000,000/ T 1 4
HKD4,000,000 — HKD5,000,000 4,000,000/ 7t &
5,000,000/ 7T 1 —
No emoluments were paid by the Group to the five highest HE_ZT——FR-_ZT—ZFFA=1+H

paid individuals as an inducement to join or upon joining
the Group, or as compensation for loss of office during the
two years ended 30 June 2011 and 2010.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

17.DIVIDENDS

For the year ended 30 June 2011 &%

No dividend was paid or proposed for the year ended

30 June 2011 nor has any dividend been proposed since

the end of the reporting period (2010: Nil).

17. 2

BE-_Z——FNA=THILFEIEK
MHFRAE - AR EARE BRI E
ARB(ZE—FF : &) -

— =

— = T N

A BT RAR

NAZ=+HIFFE

18.PROPERTY, PLANT AND 18. Y% - HERRE®E
EQUIPMENT
Leasehold Office Furniture ~ Plant and Motor Traffic  Construction
improvements  equipment  and fixtures  machinery vehicles  signboards in progress Total
HENREE BOZRE GHREE REREE AE  RBETR  RRIR @t
HKD'000 HKD'000 HKD'000 HKD'000 HKD'000 HKD'000 HK'000 HKD'000
T THL T T THL T T THL
CosT A
At 1 July 2009 RZEENELA-R 75 216 190 327 543 = = 1351
Exchange realignment B3 5% = 100 = 2 = = 5 107
Additions WE — 930 76 b43 — - 49 1,598
Acquired on acquisiton ~ EREER B A A
of subsidiaries A — 11,588 1 — 2,642 — 505 14,736
At 30 June 2010 RZ5-2E5A=1H 75 12,834 267 872 3,185 - h59 17,792
Exchange realignment B % - 506 3 23 136 132 15 815
Additions WE 620 40 171 — — 11,403 2,69 14,863
Acquired on acquision ~ EAREER B A A
of subsidiaries il 9N — 447 31 — 993 13,784 1,094 16,349
Transfers @ = 622 — = = 3675 (4,097) -
Disposals e - - - - (393) - - (393)
At 30 June 2011 R=8--ExA=1H 695 14,449 472 895 3,961 28,994 - 49,466
ACCUMULATED ZitfiE
DEPRECIATION
At 1 July 2009 RZEENELA-H 42 149 180 327 136 — — 34
Exchange realignment [ 3% - 5 - - 3 - = 8
Provided for the year EnEh 19 1,050 19 16 686 — — 1,790
At 30 June 2010 RZE-SERA=TH 6l 1,204 199 343 825 - - 2,632
Exchange realignment B A% - 105 - 3 3 — = 141
Provided for the year Endh 66 3435 33 53 1,111 993 — 5,691
Eliminated on disposals i & kil - - - = (227) - - (227)
At 30 June 2011 R=B--EXA=1H 127 4,744 232 399 1,742 993 - 8,237
CARRYING VALUES ~ EE®E
At 30 June 2011 RZB--FxA=1H 568 9,705 240 496 2,219 28,001 - 41,229
At 30 June 2010 RZ5-2E5A=1H 14 11,630 68 529 2,360 - h59 15,160
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For the year ended 30 June 2011 &% —E——F XA =+ HIFFE

18.PROPERTY, PLANT AND 18.% - MERRE »
EQU'PM ENT (Continued)

Note: B &

(a) The above items of property, plant and equipment are (a) L#i¥Z - BERZHEB HIRELZE
depreciated on a straight-line basis over the estimated useful BEME - RNMEETAIEAF IR T EXR
lives less their residual values at the following rate per annum: WEMRBEETIE :

Leasehold improvements 25% HEM=EE 25%
Office equipment 25% WRAERME 25%
Furniture and fixtures 25% R REE 25%
Plant and machinery 25% [R5 B i 23 25%
Motor vehicles 25% A 25%
Traffic signboards 20% RiBIE T E 20%

(b)  Asat 30 June 2010, the carrying amount of the motor vehicle (b) MZZT—ZFFNA=+H AEBERE
held by the Group under finance leases amounted to RIERERE 2 RE ZRE{EA271,000
HKD271,000. The finance lease has been fully settled during BIL o BEZT——FNA=THLF
the year ended 30 June 2011. B REHEEEHLES -

(c)  Depreciation charge of approximately HKD4,238,000 (2010: () WMAEFJERBIETENTERZL
Nil) with respect of office equipment and traffic signboard 4,238,000/ 7C (ZZ—ZF : T) Bt A
has been included in cost of sales in the consolidated REE2EWERS ZHERAR o

statement of comprehensive income.
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NA=FHIFFE

= 5/ Y
19.FILM RIGHTS, FILMS IN 19. B miE - ERHERR
PROGRESS AND FILM ROYALTY EFREZRSE
DEPOSITS
Film
Film Films royalty
rights in progress deposits Total
¥ IRE HEE R ERRERSE @t
HKD’000 HKD’000 HKD’000 HKD’000
TAERT TET TET TEL
COST ﬁEZF
At 1 July 2009 AZZTNEF+A—H 87,451 16,035 482 103,968
Additions NE 86 15,463 — 15,549
Transfers B 29,196 (29,196) — —
At 30 June 2010 R-ZE-ZF A=tH 116,733 2,302 482 119,517
Additions NE 103 — — 103
Transfers B 491 (491) — —
At 30 June 2011 RZE——FXA=1H 117,327 1,811 482 119,620
ACCUMULATED AMORTISATION Rt EERAE
AND IMPAIRMENT
At 1 July 2009 “ETNE+H—H 73,669 1,485 482 75,636
Amortisation provided for the year ¢ W A 24,788 = = 24,788
Impairment loss recognised for the year  FRIERZ HEE B 8,545 4 — 8,549
At 30 June 2010 R-ZE—ZFFXP=1H 107,002 1,489 482 108,973
Amortisation provided for the year FNEEEE 2,056 — — 2,056
Impairment loss recognised for the year — F N HER ZBEEE 2,227 322 — 2,549
At 30 June 2011 RZE——FXA=1H 111,285 1,811 482 113,578
CARRYING VALUES BREE
At 30 June 2011 RZE——FXA=1H 6,042 — — 6,042
At 30 June 2010 R-E—FFA=1H 9,731 813 — 10,544
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19.FILM RIGHTS, FILMS IN

PROGRESS AND FILM ROYALTY

DE POS | TS (Continued)

(a)

(b)

20.GOODWILL AND IMPAIRMENT

Amortisation charge of approximately HKD2,056,000
(2010: HKD24,788,000) with respect to film rights has
been included in cost of sales in the consolidated

statement of comprehensive income.

The carrying amounts of film rights and films in
progress have reduced to their recoverable amounts
through recognition of impairment loss of
approximately HKD2,549,000 (2010: HKD8,549,000)
which has been included in administrative and other
expenses in the consolidated statement of

comprehensive income.

TESTING ON GOODWILL

NA=FHIFFE

O.BEXIRE  EREAK

EXIRERE @

(a) ERHREZEIHEML2,056,000%8
T (ZZE—Z 4 : 24,788,000 7T)
IR A 2 E K m R AHEEK

$o

(b) EBEXMERERFHZEHESE
BHERIR AR 492,549,000/ 7T (=
T —E4F : 8,549,000/ 7T) MiREZE

HaJ g o geag

EEREBEER

REREKBERTATHRE M

& o

20.HEREE 2 RERH

(a) Goodwill (a) E&
HKD’000
FBT
COST R
At 1 July 2009 RZBEZNF+H—A —
Arising on acquisition of subsidiaries FHE R E BN B AR TE A
before adjustment (Note a) (Bfzxa) 134,565
Adjustment to the fair value of purchase FAENETEHRE 2
consideration during the measurement W R E 2 AFE (Hixa)
period (Note a) (81,720)
At 30 June 2010 and 1 July 2010 (Note a) RZEBE—ZEFNA=THEK
T2+ H—H (f&Za) 52,845
Arising on acquisition of subsidiaries (Note b) B U BE B B A R FTE 4 (BffsEb) 711,430
At 30 June 2011 R-ZE——FX<A=+H 764,275
ACCUMULATED IMPAIRMENT Z5HEE
At 1 July 2009 N_ZEZTNFELHA—H —
Impairment loss recognised for the year FRNEERBERGE 5,895
At 30 June 2010 and 1 July 2010 (Note a) RZZE—ZEFA=F+HK
—Z-ZFLA—H (KFa) 5,895
Impairment loss recognised for the year FRNEERBERGE —
At 30 June 2011 R=ZE——FXA=1H 5,895
CARRYING VALUES IREE
At 30 June 2011 R-ZE——FXxA=+H 758,380
At 30 June 2010 R-ZZE-—ZFA=1+H 46,950
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(a) Goo

Notes:

(a)

(b) Imp

A BT RAR

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

20.GOODWILL AND IMPAIRMENT
TEST'NG ON GOODW"_L (Continued)

dwill (continued)

For the year ended 30 June 2010, addition of goodwill
was arisen from the acquisition of China Wimetro
Communications Company Limited and its
subsidiaries, including China Wimetro Company
Limited, Shenzhen Huanlian Communications
Technology Company Limited and Shenzhen Kunyu
Communications Technology Company Limited
(collectively referred to as “China Wimetro Group”).

The acquisition of China Wimetro Group has been
accounted for using the purchase method. The
amount of goodwill arising from acquisition was
approximately HKD134,565,000 as at the date of
completion of acquisition and approximately
HKD52,845,000 after adjusted the effect of Second
Batch Consideration Shares, for detail, please refer to
Note 34.

For the year ended 30 June 2011, addition of goodwill
was arisen from the acquisition of entire equity
interests of Ease Ray Limited and its subsidiaries,
including Pacific Mind Limited, Elegant Capital
Company Limited, City Media Co., Ltd. and Shanghai
Dasan Hexian City Environmental Art Company Limited
(collectively referred to as “Ease Ray Group”),
amounted to approximately HKD711,430,000.

airment testing on goodwill

For the year ended 30 June 2011

Although the business model of China Wimetro Group

was s
of the
and d

imilar to that of the previous year, the directors
Company combined its businesses of 1) sales
istribution of telecommunication products; 2)

providing engineering and marketing services
regarding wireless business; and 3) providing agency

Sservic
busin

e for purchasing equipment regarding wireless
ess into one cash-generating unit ("CGU") for

goodwill assessment purpose in consideration of the

interc

onnections among them.
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20.HEREE 2 RERH

(&

=

(a) B8 »)
B 5

(@ BE_ZT-ZTFRA=FTHLHF
B BINEENELERRETE
ESRTREERARKEMEAR
A BERPEESHETARA
Al RN ABE R AR AR
FRYIT 3 TR ERM AR A A
(EAITMREERITER]) -

Ui o B A Th SR B 2 IR IR O
A - RUIBEL 2 BN KET
Bk B H34) &134,565,000/& 7T + £
AR —HRERN 2 FEERO A
52,845,000/ 7T - F1ER2 MM
34 °

(by BEZZT——FA=THLHF
E - #EINEEDRAREERERA
AIREMB AR (BELEBRA
Al » Elegant Capital Company
Limited + & X &M AR QA
R BB K= M2 mIRR M AR
~a) (GERERER]) 2235
BAEEZMEE  2EOAR
711,430,000 7T °

(b) BE ZRERH

BE—Z——FXA=T1H
IEFE

FEREGHRTEESFNERBRE
FHEBRAILRGNE - HEHRD)
HERDHEMEMm  EFEER
EBEBN TR WIS HERRS
KRB G R ARNBE R ST
RERBGEH 2 HERHE RS EH
BE  RAREERZEEBAK
—EAREELEEMIALETEHEN
ft o
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For the year ended 30 June 2011 &% —E——F XA =+ HIFFE

20.GOODWILL AND IMPAIRMENT
TEST'NG ON GOODW“_L (Continued)

(b) Impairment testing on goodwill

106

(Continued)

For the year ended 30 June 2011
(Continued)

On 13 January 2010, Premier Wen Jiabao chaired a
Standing Committee meeting of the State Council, and
decided to accelerate the deployment of the
combination of telecom, cable and internet networks
("Triple Play"). The project was officially launched in
the pilot cities on 16 August 2010. Triple Play will allow
each of the three networks to use consistent
technology, get access to any other two networks to
guarantee complete coverage, do business in any other
two networks, use the unified Internet Protocol ("IP")
in application, while maintain competitive and
cooperative in operating. With a common aim of
providing the diversified, multi-media and personalised
services to users, the three networks will gradually
integrate, and industry regulation and policy will also
gradually work towards unification. Through renovated
technology, the three networks are now able to provide
comprehensive multi-media communication services
such as audio, data and image.

China Wimetro Group focuses on the market of internet
wireless access and its value-added businesses on the
basis of fundamental investments in city wireless
access business. Its businesses cover the construction
and operation of the city wireless network, including
broadband wireless network, commercial wireless
internet access, mobile internet value-added business
as well as the construction, operation, development
and application of the landline value-added
telecommunication business, Internet TV business,
smart grid, sp business. All of them require the
integration of relevant value-added services from each
network based on the framework of modern service
industry.
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A BT RAR

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

20.GOODWILL AND IMPAIRMENT
TEST'NG ON GOODW"_L (Continued)

(b) Impairment testing on goodwill

(Continued)

For the year ended 30 June 2011
(Continued)

China Wimetro Group is acting as a selling agent of
general telecommunication services (including but not
limited to, Mega Eyes, Jinshi Tone, Qizhi Tone,
Broadband Media, Corporate Switchboard, Business
Navigation, Procurement Base, Internet Fax and so
on), and provides resources such as communication
platforms for businesses in the Badatong Commodity
Trading Hub.

As a modern service industry demonstration base,
Badatong has conducted business cooperation in the
information and communication sector. Through the
building of modern service industry platform, the
business and service model of Badatong modern
service industry can be copied and promoted to other
professional markets.

Telecommunication value-added business is targeting
the existing information application products of China
Telecom, and it is aimed to market the information
application products to the clients within the wireless
coverage area by China Wimetro Group through its
own client resources, using the information application
hardware and software, platform access and after-sale
services provided by the China Wimetro Group, so as
to reward from the development of business.

20. BB REE ZRENR
e

=

(b) BEZRENR @

BE—F——F~H=TH
1F B ()

FEREGETEEE N\ ZREME
ZENEBRBEEESEMES
(BEERBEREEE - 88 - 1
BE - RRER bXER  BF
B REEM  BREES) #ETT
RIE - ARAREBAFTOFENE

NEBIESRRRBEER(CTH
i EEMBEREETERS
- BREARRBEFLEZ - AT K
JE B I IR 5 ) P S A0 IR A5 AR
ANETERNEREETEED

3% o

EEHEXRBRHUPHERFEER
MERICERER  BBTEER
W & B R B R R A R R
B FPERAMERRS  BTE
EGQUMEEBEEINERE
R MESREERBANEFHERE
BtERER LR SRBEER
Bl ¥
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For the year ended 30 June 2011 &% —E——F XA =+ HIFFE

20.GOODWILL AND IMPAIRMENT
TEST'NG ON GOODW“_L (Continued)

(b) Impairment testing on goodwill

108

(Continued)

For the year ended 30 June 2011
(Continued)

With regard to wireless city business, based on the
cooperation in the building of wireless hot districts and
hot points and business between Foshan city
(including Trading Hub) and Guangzhou city, China
Telecom is responsible for providing back-end
resources such as circuit resources and unified
identification interface to the construction of wireless
broadband, while China Wimetro Group is responsible
for providing the software and hardware platform and
technology support services needed in the
development, and for marketing the business to the
clients within the wireless coverage area. China
Wimetro Group also provides related services such as
the broadband and server collocation for the building
of platform.

The businesses provided by China Wimetro Group
above cover the following aspects, that is allowing each
of the three networks to use consistent technology,
get access to any other two networks to guarantee
complete coverage, do business in any other two
networks and use the unified IP in application, and
thus have followed the State's requirements on the
convergence of networks.

In the opinion of the directors, in order to follow the
recommendation proposed by the Government this
year, the Group combined, shared and utilise the
technology and resources within China Wimetro Group.
Therefore, the one CGU: Sales of telecommunication
products and providing wireless services is defined
and for better disclosure.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR R

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

20.GOODWILL AND IMPAIRMENT 20. 8 K8 2R E =
TESTING ON GOODWILL (continuea) (&)
(b) Impairment testing on goodwill (b) BEZREIR @
(Continued)
For the year ended 30 June 2011 BE2-_ZF——FXA=1+H
(Continued) LEFE @&
The carrying amount of goodwill (net of accumulated mE I REE(NKR 2T RESE)
impairment losses) was allocated to CGUs as follow: EPETHESEASEMNAT !
2011
—E——fF
HKD’000
FExT
Sales of telecommunication products and HEBMEmRIERER R
providing wireless services 46,950
Providing traffic signboard advertising REZBIETEES 711,430
758,380
Sales of telecommunication products and HEEHMERRIEHRELRRKE

providing wireless service

The recoverable amount of this cash-generating unit AR GEEEMNZATKESREHE
is determined based on value in use calculation. The RERBEFTEELEE - BHETE
calculation based on i) the profit forecast approved FEDBE)VEEEMEZ AF R
by the management covering a five-year periods and FITER K1) 18.99% A FHT IR E (K &
i) a discount rate of 18.99% per annum which reflects B IRIT I S EE MR EED
current market assessments of the time value of money FEURBEELESBMNNETEE
and the credit risk specific to the CGU. [2Bg) ME °
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For the year ended 30 June 2011 &% —E——F XA =+ HIFFE

20.GOODWILL AND IMPAIRMENT 20 EREE 2RE AR
TEST'NG ON GOODW“_L (Continued) (&

(b) BEZRENR @

(b) Impairment testing on goodwill

(Continued)

For the year ended 30 June 2011
(Continued)

Sales of telecommunication products and
providing wireless service (Continued)

Profit forecast was based on budgeted sales and
budgeted cost of sales during the budgeted period.
Budgeted gross margins were determined based on
management’s expectation for market development
and past experience, and the management believes
that the budgeted gross margins were reasonable. The
cash flows beyond that five-year periods have been
extrapolated using 5% for the year from 2012 to 2013
and 3% per annum growth rate adopted afterwards,
which is in line with the long-term growth rate for the
relevant industry. The key assumptions for the value
in use calculations are those regarding the growth rates
and discount rates.

Providing advertising service regarding traffic
signboard business

The recoverable amount of this cash-generating unit
is determined based on value-in-use calculation. The
calculation is based on i) the profit forecast approved
by the management covering a five-year period and
ii) a discount rate of 21.54% per annum which reflects
current market assessments of the time value of money
and the credit risk specific to the CGU.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR R

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

20.GOODWILL AND IMPAIRMENT 20 EREE 2RE AR
TEST'NG ON GOODW"_L (Continued) (&

(b) BEZRENR @

(b) Impairment testing on goodwill

(Continued)

For the year ended 30 June 2011
(Continued)

Providing advertising service regarding traffic
signboard business (Continued)

Profit forecast was prepared based on budgeted sales
and budgeted cost of sales during the budgeted period.
Budgeted gross margins were determined based on
management’s expectation for future market
development and past experience, and the
management believes that the budgeted gross margins
were reasonable and achievable. The cash flows
beyond that five-year period have been extrapolated
using 15% per annum growth rate adopted afterwards,
which is in line with the long-term growth rate for the
relevant industry. The key assumptions for the value-
in-use calculations are those regarding the growth
rates and discount rates.

The Directors of the Company are of the opinion, based
on the valuation report carried out by Messrs. Asset
Appraisal Limited (“Asset Appraisal”), an independent
qualified valuer, that no impairment on goodwill
associated with those cash generating units is
required.

For the year ended 30 June 2010
For the purpose of impairment testing, the Group has
identified the following CGUs:

Sales and distribution of telecommunication
products.
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For the year ended 30 June 2011 &% —E——F XA =+ HIFFE
20.GOODWILL AND IMPAIRMENT 20EmERBEZREANR
TESTING ON GOODWILL (continued) (&)
(b) Impairment testing on goodwill (b) EE 2 BERH @
(Continued)
For the year ended 30 June 2010 BEZ-ZF-ZTFX<A=1H
(Continued) LEFE @&
—  Providing engineering and marketing services — RHEESEBEREMNIER
regarding wireless business. B ERT
— Providing agency service for purchasing — RHENEESEBEBENEER
equipment regarding wireless business. MRIBIRTE °
The carrying amount of goodwill (net of accumulated mE I EEE Nk 2T RESE)
impairment losses) was allocated to cash generating ENEEFREEESEMUT :

units as follow:

2010
—E-TF
HKD’000
FHET
Sales and distribution of telecommunication SHE R IHEE M
products 1,230
Providing engineering and marketing services R EEREEEENTE
regarding wireless business N i 54 B RS 34,263
Providing agency service for purchasing TR ER A AR 75 5
equipment regarding wireless business B RS B B3 RIB RS 11,457
46,950
Sales and distribution of telecommunication HERZHEHER
products
The recoverable amount of this cash-generating unit ARGEABMN 2 ATKESREHE
is determined based on value in use calculation. The REREBEFTELIEE - BETE
calculation based on i) the profit forecast approved FEDBE)VEEEMEZ AF R
by the management covering a five-year periods and FITER Ki0i)11.48% K FEHT IR E (KR
i) a discount rate of 11.48% per annum which reflects B IRTT IS E BB EERE
current market assessments of the time value of money MM ARRSELEEMNNEERE
and the credit risk specific to the CGUs. ERk) miE °
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For the year ended 30 June 2011 &% —&F——

20.GOODWILL AND IMPAIRMENT
TEST'NG ON GOODW"_L (Continued)

(b) Impairment testing on goodwill
(Continued)

For the year ended 30 June 2010
(Continued)

Sales and distribution of telecommunication
products (Continued)

Profit forecast was based on budgeted sales and
budgeted cost of sales during the budgeted period.
Budgeted gross margins were determined based on
management’s expectation for market development
and past experience, and the management believes
that the budgeted gross margins were reasonable. The
cash flows beyond that five-year period have been
extrapolated using a steady 3% per annum growth rate,
which is in line with the long-term growth rate for the
relevant industry. The key assumptions for the value
in use calculations are those regarding the growth rates
and discount rates.

Providing engineering and marketing services
regarding wireless business

The recoverable amount of this cash-generating unit
is determined based on value in use calculation. The
calculation based on i) the profit forecast approved
by the management covering a five-year periods and
ii) a discount rate of 15.23% per annum which reflects
current market assessments of the time value of money
and the credit risk specific to the CGUs.
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For the year ended 30 June 2011 # % —&F——

NA=FHIFFE

20.GOODWILL AND IMPAIRMENT
TEST'NG ON GOODW“_L (Continued)

(b) Impairment testing on goodwill

114

(Continued)

For the year ended 30 June 2010
(Continued)

Providing engineering and marketing services
regarding wireless business (Continued)

Profit forecast was based on budgeted sales and
budgeted cost of sales during the budgeted period.
Budgeted gross margins were determined based on
management’s expectation for market development
and past experience, and the management believes
that the budgeted gross margins were reasonable. The
cash flows beyond that five-year period have been
extrapolated using a steady 3% per annum growth rate,
which is in line with the long-term growth rate for the
relevant industry. The key assumptions for the value
in use calculations are those regarding the growth rates
and discount rates.

Providing agency service for purchasing equipment
regarding wireless business

The recoverable amount of this cash-generating unit
is determined based on value in use calculation. The
calculation based on i) the profit forecast approved
by the management covering a five-year periods and
ii) a discount rate of 14.74% per annum which reflects
current market assessments of the time value of money
and the credit risk specific to the CGUs.

Profit forecast was based on budgeted sales and
budgeted cost of sales during the budgeted period.
The key assumptions for the value in use calculations
are those regarding the growth rates and discount
rates.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 30 June 2011 &% —&F——

20.GOODWILL AND IMPAIRMENT

TEST'NG ON GOODW"_L (Continued)

(b) Impairment testing on goodwill
(Continued)

For the year ended 30 June 2010
(Continued)

Providing agency service for purchasing equipment
regarding wireless business (Continued)

The directors of the Company are of the opinion, based
on the valuation report carried out by Malcolm &
Associates Appraisal Limited, an independent qualified
valuer, that goodwill associated with those cash
generating units was impaired by approximately
HKD5,895,000.

21.DEPOSIT PAID FOR ACQUISITION

OF A SUBSIDIARY
As at 30 June 2011

At 30 June 2011, the balance of HKD120,000,000 represent
a refundable deposit paid upon signing a conditional
agreement for acquisition of the entire interests of Smart
Long Limited.

Pursuant to the announcement of the Company dated
4 August 2010, the Company has entered into a conditional
agreement with Mr. Cheung Sing Tai (the “Smart Long
Vendor”) for the acquisition of the entire issued share capital
of Smart Long Limited (“Smart Long”) at a consideration of
HKD230,000,000 (“Smart Long Acquisition”).

The consideration of the Smart Long Acquisition will be
satisfied (i) as to HKD120,000,000 payables in cash as a
refundable deposit upon signing of Smart Long Acquisition
agreement, (ii) as to HKD110,000,000 by way of the
allotment and issue of 68,750,000 consideration shares
(adjusted after the share consolidation on 30 June 2011) at
an issue price of HKDO.16 (adjusted after the share
consolidation on 30 June 2011) per consideration share by
the Company to the Smart Long Vendor or his nominees
(except for connected person of the Company).

A BT RAR

NA=FHIFFE

20.HEREE 2 RERH
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For the year ended 30 June 2011 &%

RZEBE——FXA=1+H®

21.DEPOSIT PAID FOR ACQUISITION
OF A SUBS'D'ARY (Continued)
As at 30 June 2011 (continued)
BESKEDZ - SAEAERARTR
HEAREKBAR (R ERAERE )&
E_E——F+-_A=+—HILFEHRE
BRETKREELEE 2 EEZBRE
FIEF 58 AR FEALE M TE B bR I

=

F1422,800,000/8 7T) © i %5 BA S B X

Per the conditional agreement, the Smart Long Vendor has
ZIREARE - BRABEHFEURE AR

guaranteed to the Company that the audited consolidated

net profit after tax and any extraordinary items or exceptional

items of the Smart Long and its subsidiaries (collectively
referred to as the “Smart Long Group”) to be determined
under the Hong Kong Financial Reporting Standards for the

fe=
15 B ™5 27 AR #20,000,0007T (4948

year ending 31 December 2011 shall not be less than
RMB20,000,000 (equivalent to approximately E1SE
HKD22,800,000). In the event that the Smart Long Group MARAB LN E2E8E5E(HERN TEE
cannot achieve the expected profit, the Smart Long Vendor ZF N EERTB A E 2 M ERE) °
shall pay the Company in cash of amount equal to the
BREEEZRNT RN EBHED
A % 3B B B 4 I B8 -

difference between the audited net profit and the expected
- B
Em: SFEm -

profit on a dollar to dollar basis.
e MIHE o

Smart Long Group is principally engaged in the research
and development and sales of communication products,
telecommunication products, electronic products and

computer software and hardware in the PRC.
BRAWEER=_E——FtHA—HAxK -
FIERE2MM T4l
R=—ZF—ZFFXA=1H
4 BR

The Smart Long Acquisition has been completed on 1 July
RZE-—ZTFH=TH
MREBEZB IR W%

2011. For details, please refer to Note 41.
As at 30 June 2010
230,000,000/ JT 5 B %
WEE=ERAREZIHE BT ZRAEE
EMAREZEE - BHFEB2HMME

At 30 June 2010, the balance of HKD230,000,000 represent
34 o

a refundable deposit paid upon signing a conditional
agreement for acquisition of the entire issued share capital
of Ease Ray Limited. For details, please refer to Note 34.
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For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

22.INTANGIBLE ASSETS 22. B EE

Contracted and
uncontracts
customers
relationships

[EEFSISEHE S
ZEFEB%
HKD’000
FHET
(Note a)
(Fff & a)
COST A A
At 1 July 2009 and R-ZEZNFELA—BX
1 July 2010 —Z—ZTF+H—H —
Acquired on acquisition of subsidiaries BR W BE B B 2 &) T B A 185,920
At 30 June 2011 R=B——%XxA=+H 185,920
ACCUMULATED AMORTISATION 25t HE R R E
AND IMPAIRMENT
At 1 July 2009 and 1 July 2010 RZZFEZNFEtHA—B K
—E—ZF+H—H —
Charged for the year RKFEEEH 3,098
At 30 June 2011 R=Z——FX<A=+H 3,098
CARRYING VALUES BREE
At 30 June 2011 R=-ZE——FXA=TH 182,822

At 30 June 2010

Intangible asset represents contracted and uncontracted
customer relationship arising from the acquisition of Ease

Ray Group during the year.

The fair value of the intangible assets as the date of
acquisition was arrived using the income approach which
was performed by Asset Appraisal, an independent qualified
valuer. Under the income approach, the value of an asset
reflects the future cash flows it generates. Asset Appraisal
applied contributory charges to the yearly revenue to

represent the earnings generated by the intangible assets

to calculate the fair value of the intangible assets.

BAERFARBEEREBEELZER]
HBRRFTHZEPRIE

BREENKBERR 2 AFETIHEER
EEMEEHERRERABBATIEERE -
WAREAT 2 EEBMERREEMEEZ
ARBERE - RAEEBVEEZAF
B BENEERRATFERARSEE
RABHERVEEMELNAT -
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For the year ended 30 June 2011 &% —E——F XA =+ HIFFE

22.INTANGIBLE ASSETS (continuea) 22.

The intangible assets are amortised over its estimated useful
life of ten years on a straight-line basis.

BIELEE @

B EAENRERENEGH R/ TENR
REHNEE -

23.LOAN RECEIVABLE 23.FEIREFX
2011
—E——fF
HKD’000
FET
Fixed-rate loan receivable [ £ Fll 2= fE W & X

Analysed as BT EEDN
Current (Note 25) BIER (P 5E25) 5,958
Non-current JEBNER 11,915
17,873

Notes: M aE

The loan receivable was due from an independent third party. The
loans is unsecured and carried a fixed interest rate of 6.8% per
annum. The principal amount will be settled by three equal
instalments of approximately HKD5,957,500 (equivalent to
RMB5,000,000) on 31 March 2012, 30 September 2012 and 30
December 2012.

Included in the loan receivable is denominated in currency other
than the functional currency of the relevant group entities is set

ZEEBER TR —BBIE = 2 5E o
ZEEFERM - WIRE T FFEE.8%FTE °
AeBEHSHY D B=HLEE SRR —=
F=A=t+—H —E——FhL/A=1tHKEK -
T——_F+=-A=+H{EEL5957,500% T
(18 & M A R #5,000,0007T) °

FEN E AR E B E R EE AT
FHE - WHEHINAT :

out below:
2011
N
'000
Fx
RMB AR 15,000
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For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE
+

24. TRADE RECEIVABLES 24. 2 5 FE W BR FX
2011 2010
—_EF——F —E-FTF
HKD’000 HKD’000
TET TAT
Trade receivables E FEWER 54,724 31,416
Less: Allowance for doubtful debts B R — (790)
54,724 30,626

The Group allows an average credit period of 90 days to its
trade customers. The following is an aged analysis of trade
receivables net of allowance for doubtful debts presented
based on the invoice date or the play period of films at the
end of the reporting period.

AEBETHEESEPFHIOHENEE
H o RIBEHRRIBEZR B RHEL MR
HiPT 251 2 B 5 e Y BR R (A 0 B R AR 3
) BRI DT o

2011 2010

= —E—FF

HKD’000 HKD’000

FExT T T

Within 30 days 30HA 30,184 14,132
31 to 60 days 31&260H 5 —
61 to 90 days 61290H — —
Over 90 days HB#E90H 24,535 16,494
54,724 30,626

Included in the Group’s trade receivables balances are REEE FEBIRRERE & B H

debtors with aggregate carrying amount of HKD24,535,000
(2010: HKD16,494,000) which are past due as at the
reporting date for which the Group has not provided for
impairment loss. Trade receivables that were past due but
not impaired related to a number of independent customers
that have a good track record with the Group. Based on
past experience, management believes that no impairment
allowance is necessary in respect of these balances as there
has not been a significant change in credit quality and the
balances are still considered fully recoverable, The Group
does not hold any collateral over these balances. The
directors consider that the carrying amounts of trade
receivables approximated their fair value.

AR TH 48 {8 524,535, OOO/‘E-STE (_f =
% : 16,494,000/ 7T) H) 78 HA /8 LUk AR 3K
AEEYERELREBRIELEE - C&
HERRENE ZEREREREEZ (@
BRBERFEECENBLEFEH - RE
BELER  EEEREXTEHBRZEREE
R EEANE  BNHEKRSA2E
@ - HEBAELERRERE - AREL
B SERTEEMNERR - EFRE
f’f%!ﬂﬁzﬁﬁ KA REEREEAFERS
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For the year ended 30 June 2011 &% —E——F XA =+ HIFFE
24.TRADE RECEIVABLES (continvea)

Ageing of trade receivables which are

24.B 5 EWWERFX (&

EEHERBENESEK

past due but not impaired R Z Bk
2011 2010
= —E—FF
HKD’000 HKD’000
TExT FHT
Overdue by: @A
31 to 60 days 31260H — —
61 to 90 days 61290H — —
Over 90 days H#Bim90H 24,535 16,494
24,535 16,494
Movements in allowance for doubtful RIRBREEH
debts
2011 2010
—E——F —E—FF
HKD’000 HKD’000
FTET FH&T
At 1 July REtHA—H 790 —
Exchange realignment bE 5 38 2 16 4
Impairment loss recognised FAEER
during the year T EE B — 786
Amounts recovered during the year REF OISR (806) —
At 30 June RANA=+H — 790

Included in the allowance for doubtful debts of trade
receivables are individually impaired trade receivables with
an aggregated balances of nil (2010: HKD790,000) which
are either in severe financial difficulties or due to long
outstanding. The Group does not hold any collateral over
these balances.
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For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

24.TRADE RECEIVABLES (continuea)

Included in trade receivables are the following amounts

denominated in a currency other than the functional

currency of the entity to which they relate:

24.B 5 EEWBRFX (&

KR (LA 822 16

BRREBETIE

%EI’J jJ REERIVIIMERGHE)

2011 2010
= —E-FF

'000 '000

Tt T

RMB AR 28,653 2,469

25.PREPAYMENTS, DEPOSITS AND
OTHER RECEIVABLES

25. 78I &
FE IR Fh 18

RIE ~ REREAM

2011 2010

—E——fF —ETF

HKD’000 HKD’000

FET FET

Prepayments TE F AR 47,156 27,166
Deposits e 797 833
Loan receivable (Note 23) FE W & R (Fff 5E23) 5,958 —
Other receivables H b e W kI8 50,991 30,247
104,902 58,246

Less: Allowance for doubtful debts B REREEE (632) (164)
104,270 58,082

Included in prepayments are advance payments to an

independent third party for the project development and

consultancy services amounting to approximately
HKD29,270,000 and HKD25,870,000 as at 30 June 2011

and 30 June 2010 respectively.

AN FRBIERIE B 53 M A RIS
ME=TERZ B
=tAR-ZZE-ZFXNA=ZTHIRINE
29,270,000/ 7T, } 25,870,000/ 7T, ©

TR -E——F XA
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25.PREPAYMENTS, DEPOSITS AND

NAZ=+HIFFE

OTHER RECEIVABLES (continuea)

As at 30 June 2011, included in prepayment is advance

payments to supplier for purchase of the traffic signboard

amounting of approximately HKD17,215,000.

Included in other receivables are advances to unrelated

parties with interest-free and expected to be realized within

twelve months from the end of the reporting period.

25. 784 E - e HAt

FE U FRIE ()

N_TB——FXA=TH  BARERRE
FAAE B BRI R E 2 B
717,215,000/ 7T °

Hip R HIBB 2 MIEAEATIRENR
R ZERBRARE AR A REHRE
AT EAARTAER -

Movements in the allowance for RIERESD
doubtful debts
2011 2010
—E——F —E—ZF
HKD’000 HKD’000
F&ET T T
At 1 July WtEA—B 164 -
Exchange realignment PE 3 & 13 1
Impairment loss recognised FAEBRREEE
during the year 622 163
Amounts recovered during the year R[S B3 R (167) —
At 30 June RNA=+H 632 164

Included in the allowance for doubtful debts are individually

impaired receivables with and aggregated balances of
HKD632,000 (2010: HKD164,000) which are either in
severe financial difficulties or due to long outstanding. The

Group does not hold any collateral over these balances.

Included in other receivables are the following amounts

denominated in a currency other than the functional

currency of the entity to which they relate:

REREESEERNBREYBRATHE
HIR(EE < © ERRER IR - A%
#273632,000%8 7T (ZZ—ZFF : 164,000
BIT) c ARBEYERZFERTBIER
HHam -

H e YRR R B ¥R T HI5RIR (A 82 2 48 RE
MEBNDEEEINNERE) ¢

2011 2010

—2——F —T—TF

000 ‘000

Fr FT

RMB AR 3,293 5,873

122 FEFEEEBAER 2T | Neo Telemedia Limited




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A BT RAR

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

26.CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of cash on hand and
balance with banks.

Bank balances carry interest at market rates ranged from
0.001% to 0.36% (2010: 0.001% to 0.36%) per annum.

Investment in money market instruments represent short
term deposits with maturity of three months or less and
carried interest rate at 0.01% (2010: 0.001% to 0.36%)
per annum.

Approximately HKD10,235,000 as at 30 June 2011 (2010:
HKD87,000) are denominated in RMB and deposited with
banks in the PRC. The RMB is not freely convertible into
other currencies; however, under Mainland China’s Foreign
Exchange Control Regulations and Administration of
Settlement, Sale and Payment of Foreign Exchange
Regulations, the Company is permitted to exchange RMB
for other currencies through authorised banks to conduct
foreign exchange business.

27.TRADE PAYABLES

26 RERREEEY

REePBR2EEYEETRRE MRITHE
1

RITERBRTHFNENF0.001%=E
0.36% (ZZ—Z%F : 0.001%=0.36%) &+
B o

i

REETSTAZKRERNR=EHLIAR
AHMERER - BRFENZX0.01%(=F
—Z4 : 0.001%%0.36%) 5T & °

RZZ——FXA=+H ' 410,235,000
BT (ZZ—2F : 87,0008 7T) AA R
FHE - YHFEARBEBRT - AREAEE
BABRAEMER - AW - REPEAM
MIMNEEIR RPN AE  EEMNEESE
ME - ARREEEBREEITINERR
MRITIARBHBAEMER -

27.B 5 RS BR X

2011 2010

—E——F —E—ZF

HKD’000 HKD’000

TET FET

Trade payables E MR 37,497 28,044
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27.TRADE PAYABLES (continuea)

The following is an aged analysis of trade payables presented
based on the invoice date at the end of the reporting period:

27.ES ENR @

RBERARIREZHHZIINE HREMNE
REFRE DA ¢

2011 2010

—E——F —E—TF

HKD’000 HKD’000

FE T T T

Within 30 days 30BA 13,239 7,456
31 to 60 days 31&260H 42 1
61 to 90 days 61290H — —
Over 90 days H#3#E90H 24,216 20,587
37,497 28,044

The average credit period on purchases of goods is 90 days.
The Group has financial risk management policies in place
to ensure that all payables are settled within the credit
timeframe.

Included in the trade payables are the following amounts
denominated in a currency other than the functional
currency of the entity to which they relate:

BEEMNFHEEHNR/OR - AEEE
B E M SRR EIEBR - BEREEHR
N &EE P A BN R -

B RMERREE TR (AR 2 18k
MEEBNINEER NN EEHE)

2011 2010

—E——F —E—ZF

'000 '000

Tt T

RMB AR 13,327 1,348

28.0THER PAYABLES AND

28. ELfl FE Y FRIB K BT 3K

ACCRUALS 18
2011 2010
—_EgE——F —E-FF
HKD’000 HKD’000
FExT FET
Other payables H b e3R8 46,237 56,083
Accruals FESTFIE 2,479 1,884
48,716 57,967
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28. H fib B {3 FIA K FEET X

28.0THER PAYABLES AND

ACC RUA LS (Continued)

Included in other payables are advances from unrelated
parties with interest-free and expected to be realized within
twelve months from the end of the reporting period.

29.CONVERTIBLE NOTES PAYABLE

On 2 June 2011, pursuant to the subscription agreement
entered into by the Company and Standard Bank Plc dated
on 24 May 2011 (the “Subscription Agreement”), the
Company issued zero coupon convertible notes (the
“Convertible Notes”) for the general working capital of the
Group. The details of the convertibles notes are stated as
below:

Date of issue 2 June 2011
Aggregate principal amount HKD25,000,000
Denomination in multiple of HKD1,000
Interest rate Nil

Maturity date 2 June 2012

Minimum conversion HKDO.78 (Note)
price (Note)
Conversion price (Note) Higher of (a) 92% of the
closing price of the ordinary
shares of the Company
(the “Shares”) on the
immediately preceding day
on which dealings in the
Shares on the Stock
Exchange took place and (b)
the minimum conversion

price
Notes:

Pursuant to the Subscription Agreement, the original minimum
conversion price was HKD0.078 and a maximum number of
320,512,820 conversion shares will be allotted and issued upon
exercise of the conversion right in full. Following the completion of
the share consolidation on 30 June 2011 (Note 31(d)), the adjusted
minimum conversion price per shares after completion of the share
consolidation is HKDO.78 and the number of shares to be issued
based on the adjusted minimum conversion price is 32,051,282.

I8 @)

Hit B RABEFEEEATRENRE
KRB RRBERRES T —EART A

BB o

29

BARRER

R-ZE——F X A-HB BEAQAFE
Standard Bank PlciA =& ——%FH A —+
MBIz REHZ ((REWE]) - AQ
AIETTEBRRER ([THREREE]) -
NRAEREE—REEESD - ZF AR
REBERFFEHINAT

BT
N

[N

GIES

2HA
IR E (H15E)

BEBE (&)

GEX

—E——%AZH
25,000,000/ 7T
1,000/ 7T 2 fE &
=

—E——%XA-H
0.78% 7t (Fif7E)

TSR ERE :
@ARA E@EAR (T
2 1) RE#EZ 7 — ER
VNG A=
MK EZ92% : &
(b)FIERAE

RERBEHZ  KYNKERER0.078/8
TT AR EITRIR - BB RERE
7320,512,820 AR A% 7 - MERY & IR —F
——FRA=T B K& B3 - RH
S TERIR TR D 2 AR RIEHMAR(ER0.78
BT BRI B RIEHAR(EE1732,051,282%

Btn o

—Z—— %53 | Annual Report 2011

125



TELEMEDIA
MEIFIEISER

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e R R M

For the year ended 30 June 2011 &% —E——F XA =+ HIFFE

29.CONVERTIBLE NOTES PAYABLE

(Continued)

(a)

(b)

(c)

126

Conversion period

Subject to and upon compliance with the terms and
conditions of the Convertible Notes as set out in the
note instrument, the holders of the Convertible Notes
(the “Noteholders”) shall have the rights at any time
and from any time, following the date of issue of the
Convertible Notes, to convert the whole or any part of
the outstanding principal amount into new ordinary
shares in the Company. The shares to be issued and
allotted upon conversion shall rank pari passu in all
respect among themselves and with all other ordinary
shares in issue by the Company on the date of such
allotment and issue. If the Convertible Notes have not
been converted on maturity date, the Convertible Notes
shall be redeemed by the Company of an amount of
HKD27,000,000, at 108% of the principal amount.

Guarantee

Pursuant to the terms of the guarantee, the subscriber
and the Noteholders may have immediate recourse to
the guarantor, being an executive director, upon the
company failing to discharge any of its obligations
under to the note instrument, and may proceed to
enforce their rights against the guarantor without
having first proceeded against or enforced against the
Company.

Issue of replacement notes

In the event that the conversion price falls below the
minimum conversion price and a Noteholder exercises
its right to redeem its outstanding Convertible Notes,
the Company may issue replacement notes in respect
of those Convertible Notes to be redeemed if it has
sufficient remaining general mandate of a specific
mandate to issue those notes at that time.

FEFEEEBAER 2T | Neo Telemedia Limited

2. ERH O EAREE @

(a)

(b)

(c)

5 R

IR R A8 T RIBE BT A Al
BERERZ GERRFEZBERT -
RABREEEZHTAMK - fJBk
SRZBAANZBEHBAAN]) B
BE B Ko B 2 BRI BR D 2 KR
EEACHERA/ARAZHER
B e RIBIRER TRITREEZK
10 18 1tk e B R 2% B R R4 BC 3% e B AT
BHERT AEMEBRES
FEBEBRFHA o fir Al LR
BEREBEDAER  ATREREE
REARBIRANEE 2108% * A
27,000,000 & B -

R

1B ISR IER - AR AEEES
HRNEETBET 2 EAEE - 2
5 RERSA A TEHERA (B—
RIHITES) RIEEE R - ]
BEHERARTHE 2R
5 S AR R AN A B S A A A
THER -

RITENREREE

EREEREERKRERBRERE
BER A ATTE AR O A R 1T
FEABBERREZERT  HEET—
BRERIFERERANERHET
ZERE - AIARA A BZERT
BOZAIRREBRETERER -
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For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

29.CONVERTIBLE NOTES PAYABLE

(Continued)

(d) Status and transferability

The Convertible Notes constitute general and
unsecured obligations of the Company and will rank
equally among themselves and at least pari passu and
rateably without preference (with the exception of
obligations accorded preference by mandatory
provisions of applicable law) equally with all other
present and future unsubordinated and unsecured
obligations of the Company.

The Convertible Notes are not transferable.

Valuation of liability component
and conversion option derivative

At the issued date of 2 June 2011 and at the end of
the reporting period of 30 June 2011, the fair value of
the Convertible Notes was performed by Asset
Appraisal. The Convertible Notes contain two
components, liability component and conversion
option derivative. The effective interest rate of the
liability component is 12.28% and 13.12% on 2 June
2011 and 30 June 2011 respectively. The conversion
option derivative is measured at fair value with changes
in fair value recognised in profit or loss.

The movements of the liability component and conversion

option derivative of the Convertible Notes during the year

are set out below:

20.ERH AR EE @

(d) Hfy K Al EZF M

AMERBEERARE 2 —REE
HERECE AR ZERELER
REFE EMIRIT ROR R IERE &
BEERRETEARFMM - ERE
BREDIZRFIEIRNZRE LR
ZEAERIBRSN

AT RIR N AT R o

EENORRBRESTE
TEZMHE

R-ZE——F XA -HHBETHER
RZZFE——FA=+THFEHRK -
R EENAFECHEENE
B ETE T RREBRBEM
&5 - BlBEEH RIARENT &
TH - RZTE——FAZAKR=
T——FA=1+H aEHBMHK
ERFZED R AE12.28%K%13.12% °
BMRETETREZATERE - M
AFEHNEBRIREEAER o

(e)

FR - AIREEENA G RIRAAEDT
AT ANZESHEINMT

Liability Conversion
component option derivative Total
B E
=Ligi%) TR i)
HKD’000 HKD’000 HKD’000
FAETT FET FET
Issue of convertible notes on R-ZE——%,A-H
2 June 2011 BT BRRER 24,047 953 25,000
Transaction costs on BT BRER 2
convertible notes issued R BHA (721) (29) (750)
Gain (loss) arising on changes BB EEATEES
of fair value of convertible notes &4 2 Iz (E518) 760 (209) 551
At 30 June 2011 R=-B——FxA=1+H 24,086 715 24,801
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29.CONVERTIBLE NOTES PAYABLE

(Continued)

2. ERH O EAREE @

HRARRER ZRREN] TEE - R

“SBHANETEHE CRATAERLE
by the exchange of a fixed number of equity instruments. o Bt RIERBEBSEERIZEI2%R K
Therefore, upon application of HKAS 32 and HKAS 39, it BB GRTERIEIME - AAREBEAR
REEW B ST E=IBG5 - 2 Eha
BREEEREAICEZRERAFTEA
RrzemBadEl  BETBRREERNTRSE
HRIZRAFEYER - MAFEZE RN
EEEWERTER o

Since the conversion price for the Convertible Notes is
subject to change, the conversion will not result in settlement

was determined that the Convertible Notes do not contain
any equity component and the entire Convertible Notes were
designated as “financial liabilities at fair value through profit
or loss” which requires that Convertible Notes to be carried
at fair value at the end of the reporting period and the
changes in fair values are recognised in the consolidated
statement of comprehensive income.

MR REZ N FEDERSR RERE
BAHE - BEAREEATERMAERAZ

The fair value of the Convertible Notes was calculated using
the Monte Carlo Simulation model. The inputs used in the

model in determining the fair value were as below:

BABURMT -

30 June 2 June
2011 2011
= =
ANA=1+H ANAZH

Share price (adjusted after IR (B (& pHgFHE)
share consolidation) HKDO0.48 /& 7T HKDO.83 /& JT

Minimum conversion price =R E

(adjusted after share consolidation) (&fn & PHEFA%) HKDO0.78 7  HKDO.78 T
Contractual life B HFH 1 year & 1 year £
Risk-free rate 4% [3 o 7 2 0.13% 0.20%
Expected dividend yield TEEARR B & N/A 7~ A N/A 3 A
Volatility A 69.61% 53.16%

Volatility was reference to the weekly volatility from
Bloomberg and risk-free rate is the Hong Kong Exchange

Fund Note rate.
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30.0BLIGATIONS UNDER FINANCE
LEASES

30.

BMEHERE

Present value of

Minimum lease minimum lease
payments payments
RiEHEE BEREZBE
2011 2010 2011 2010
—E—-§ —Z2-%F —E—-& —T-%F
HKD’000 HKD'000 HKD'000 HKD'000
TER FTET TER THET
Within one year —FR — 22 — 21
More than one year, but not exceeding #BiB—F - BF BB
two years 4 — — — —
— 22 — 21
Less: Future finance charges W RARBEER — (1) — N/A TiE R
Present value of lease obligations MEREZRE — 21
Less: Amount due for settlement o 121 B R EH
within 12 months BENFEGIRR
(shown under current liabilities) REBEEET) — 21
Amount due for settlement R 1218 A & 21 5
after 12 months EEMFUR = =

It is the Group’s policy to lease certain of its motor vehicles
under finance leases. The average lease term is 2 years
(2010: 2 years). Interest rates underlying all obligations
under finance leases are fixed at respective contract dates
is 2.65% (2010: 2.65%). At the end of lease term, the
Company has the option to purchase the motor vehicles at
nominal prices.

All obligations under finance leases are denominated in
Hong Kong Dollars.

The Group’s obligations under finance leases are secured
by the lessor’s charge over the leased asset.

AEERRSREREHERARETA
BE-FHRALSME(ZFT—FTF : M
F) - FTARMERERENHBRBET XTI
BERAGHBHEER2.65% (ZF—FF :
2.65%) o HEMERE - NAF AERFZR
EEEEZETE -

FTEmMERSAEUBITEE -

AEBZBEMERE  DUEBAAZR
EEERMEER -
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31.SHARE CAPITAL 31. A
Number of shares Share capital
RAHE TS
2011 2010 2011 2010
“E--% “I-%F -k “E-%F
HKD'000 HKD'000
THRT T
Ordinary shares of HKD0.10 BRO.10BT 2 EER
(adjusted after share consolidation on (B-F—-FxE=1HZ
30 June 2011) RBEHHEZ)
Authorised: EE
At 1 July wtA—H 40,000,000,000 | 40,000,000,000 400,000 400,000
Share consolidation (Note d) B3 & B (it ika) (36,000,000,000) = = =
At 30 June WRA=Z1H 4,000,000,000 | 40,000,000,000 400,000 400,000
Issued and fully paid: BRTRME
At T July mtA—H 15,428,200,000 | 12,500,000,000 154,282 125,000
Issued of new shares on RZEENETATZH
12 October 2009 (Note a) BOHRD (Hita) — 363,200,000 — 3,632
Issue of new shares on RZE-ZFRA1+=H
13 May 2010 (Note b) BAH&G (HzED) — 2,565,000,000 — 25,650
Issue of new shares on RZE——%1A%A
5 May 2011 (Note ¢) BHRM (i) 3,900,000,000 — 39,000 —
Share consolidation (Note d) R &6 (k) (17,395,380,000) - - —
At 30 June WAR=1H 1,932,820,000 | 15,428,200,000 193,282 154,282
Notes: B &E -
(a)  Pursuant to the announcement dated 10 June 2009 and 10 (a) BERZZEZNEF~NATHEER-ZZh

(b)

130

September 2009, the acquisition of the entire issued share
capital of China Wimetro Communications Company Limited
was completed on 9 September 2009. According to the sale
and purchase agreement dated 5 June 2009 and the
Company’s announcement dated 12 October 2009,
363,200,000 ordinary shares have been allotted and issued
by the Company to Mr. Lee Tak Ming (the “Vendor B”) and
parties nominated by the Vendor B on 12 October 2009.

On 13 May 2010, pursuant to a placing and subscription
agreement entered with Kingston Securities Limited, the
Company placed out 2,565,000,000 new ordinary shares at
HKDO.01 each of the Company at a price of HKDO.16 per
share to independent third parties. Net proceeds from such
issue amounted to HKD404,194,000 (after offsetting
placement expenses of HKD6,206,000), out of which
approximately HKD25,650,000 and HKD378,544,000 were
recorded in share capital and share premium respectively.

FEFEEEBAER 2T | Neo Telemedia Limited

(b)

FAATRBZAM - REDBRERKT
BEAERAREHEHTRAERN -F
ZNFAANBEKX - RE-_ZTNEF
NARAZEEBHERARBAR-ZET
NFTRA+TZBZAMH KRARERZ
ZENFTA T B R ERET
363,200,000 F3@AR T F 1B % & ([E
) REREBHAL -

R-ZZE-—ZFAA+=H REAQF
HeHEESARARZZEE KR
BiHE  ARARESRERM0.16BTZ
B MIEZSE =7 Al & 2,565,000,0008%
RAFGFRE(EO.0LE T 2 ¥ & EAR -
ZE BT Z TS RIRF §R8404,194,000
7B TT (R 4R 85 A & B8 526,206,000/ 7T)
H i #)25,650,0007% 7T %2378,544,0007%
TT0 BIET ABRAR KR 135 18
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31.SHARE CAPITAL (Continued)

(c)  Pursuant to the announcements of the Company dated 14
June 2010, 25 March 2011 and 29 April 2011 and the circular
of the Company dated 8 March 2011, the acquisition of the
entire issued share capital of Ease Ray Limited was completed
on 29 April 2011. According to the sale and purchase
agreement dated 3 June 2010 and the Company’s
announcement dated 5 May 2011, 3,900,000,000 ordinary
shares have been issued by the Company to Mr. Chu Yip Wah

(the “Vendor A”) and parties nominated by the Vendor A.

(d)  Pursuant to an extraordinary general meeting held on 29
June 2011, a share consolidation (“Share Consolidation”)
was duly passed in which every ten existing issued and
unissued ordinary shares of par value HKDO.01 each in the
share capital of the Company be consolidated into one
ordinary share of par value HKDO.10 each with effective from

30 June 2011.

32.SHARE OPTION SCHEME

The Company operates a share option scheme (the
“Scheme”) for the purpose of providing incentives and
rewards to eligible participants who contribute to the success
of the Group’s operations. Eligible participants of the Scheme
include the Company'’s directors (including independent
non-executive directors), other employees of the Group, and
suppliers of goods or services to the Group. The Scheme
became effective on 22 July 2002 and, unless otherwise
cancelled or amended, will remain in force for 10 years from
that date.

The maximum number of unexercised share options
currently permitted to be granted under the Scheme is an
amount equivalent, upon their exercise, to 10% of the shares
of the Company in issue at any time. The maximum number
of shares issuable under share options to each eligible
participant in the scheme within any 12 month period is
limited to 1% of the shares of the Company in issue at any
time. Any further grant of share options in excess of this
limit is subject to shareholders’ approval in a general
meeting.

31 )

BEARBR-_Z—ZF,A+TA
—E——F=fF-F+HHE=_ZT——F
MAZ+NAZABRARGIR T —
—F=ANBZEK  WETZERA
AlZE2BEBTRAENR =2 ——F N
AZTHABZEK - BER=ZT—ZFFA
A=ZBiZEBER#ERARARZE
——FHARAZAM » KAREET
3,900,000,000% E @K FREZE K&
(BEFRREFFREZAL -

(c)

RER-_ZF——FRNA-TNARTZ
BREREFRNRE - Bin &6 (TR & 6F])
BEEXERBB @ Bt - BAXBRAE
hETREREECOLETLIRAE#
TRHERETERERAHARERE
EHO.IOB T2 & Bl BT ——FR
A=+HEEXK -

32. B =8

ARA)RA —RERER 8 ([%eTE)) -
EEHAAEELLERNEHEMZEE
R2HEERTRELER - L8285
R2EERRBRARAES (BEBILIEHR
TEF)  AKEEMEENARAEESE
RIS H R - ZATEIR —FT_Ft
AT H&EK  BRAT1TEHEKERIN
K% B R I0FA—BEA R °

(d)

B AR IREX A 81 A] TR B 2 R1T R I AR
= A BER WETE) AR FEME
FE#ETRN10% - ZTEIBR S ER2HE
F AT 121 A B3R AT 0 B B i rT 2%
T2 &SN EE NMEBEAR R EME
B BT 1% o & — TR EMTBE %
FRZERE  HARRRERRAS L
B -
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32.SHARE OPTION SCHEME (continvesy  32.08 IR REETE]

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of their
associates, are subject to approval in advance by the
independent non-executive directors. In addition, any share
options granted to a substantial shareholder or an
independent non-executive director, or to any of their
associates, in excess of 0.1% of the shares of the Company
in issue at any time or with an aggregate value (based on
the price of the Company’s shares at the date of the grant)
in excess of HKD5 million, within any 12-month period, are
subject to shareholders’ approval in advance in a general
meeting.

The offer of a grant of share options may be accepted within
28 days from the date of the offer, upon payment of a
nominal consideration of HKD1 in total by the grantee. The
exercise period of the share options granted is determinable
by the directors, and commences after a certain vesting
period and ends on a date which is not later than 10 years
from the date of the offer of the share options or the expiry
date of the Scheme, if earlier.

The exercise price of the share options is determinable by
the directors, but may not be less than the higher of (i) the
Exchange closing price of the Company’s shares on the date
of the offer of the share options; (ii) the average Exchange
closing price of the Company’s share for five trading days
immediately preceding the date of the offer; and (iii) the
nominal value of the shares.

Share options do not confer rights on the holders to dividends
or to vote at shareholder’s meeting.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR R

32.SHARE OPTION SCHEME (continved)

32.FEREETEl

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

The movements in the share options of the Company during TR HEEZ_FT——FNA=+THLEF
the year ended 30 June 2011 are shown in the following ERATIERE ZE
table:
Number of share options
BREHR
Granted Exercised Lapsed Adjustment
Name of category Exercise price At 1 July during during during for Share At 30 June
of participant Date of grant  Exercise period per share 2010 the year the year the year  Consolidation 2011
RZ%-%% RZB--%
SRERHAR REAH fikid:) SRTEE tA-H RERRH RERGE  RERXH  RAAHKEE  ~A=1H
(Note) (Note)
(h3t) iEd)
Directors
Ez
Mr. Hu Yangjun 8/4/2011 81412011 - 7/4/2021 1.07 — 150,000,000 — —  (135,000,000) 15,000,000
AR 5 “E5-—§mANRE
MANR “E-ENALA
Mr. Zhang Fan 81412011 81412011 - 7/4/2021 1.07 — 150,000,000 — —  (135,000,000) 15,000,000
KEE 3% “E5-—§mANRE
MANR ZE-ENALA
Mr. Zhou Zhibin 81412011 81412011 - 7/4/2021 1.07 — 150,000,000 — —  (135,000,000) 15,000,000
AEmEE 5% “E——ENANRE
MANR “E--ENALA
Subtotal — 450,000,000 — —  (405,000,000) 45,000,000
Ihgt
Employees and others
EERAR
In aggregate 8142011 81412011 - 7/4/2021 1.07 — 705,000,000 - —  (634,500,000) 70,500,000
At 5% Z5-—§mANRE
MANA “E--ENALA
Subtotal — 705,000,000 - —  (634,500,000) 70,500,000
NGt
Total — 1,155,000,000 - — (1,039,500,0000 115,500,000
it
Weighted average 1.07 1.07
exercise price (HKD)
ETHHEE (A7)
Note: PREE -

Following the completion of the Share Consolidation on 30 June
2011, the number of the outstanding share options was adjusted
from 1,155,000,000 options to 115,500,000 options and the
exercise price of the options was adjusted from HKDO0.107 to

HKD1.07.

R-E——FRNA=THRTXEMHEHZE
ATEFEIRE 2 8H 2 #1,155,000,00007
#3115,500,00017 - BEEREZTEEBER
0.107&TTHAER/LOTETT °
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32.SHARE OPTION SCHEME (continved)

These fair values of the share options granted on 8 April
2011 were calculated using the Binomial model. The inputs
into the model were as follows:

8 April 2011
Weighted average share price (Note) HKD1.00
Exercise price (Note) HKD1.07
Expected volatility 87.03%
Expected life 10 years
Risk-free rate 2.792%
Expected dividend yield 0%
Employee exit rate 0%
Exercise multiple 1.5

Expected volatility was reference to Bloomberg calculated
from the weighted average historical volatility of weekly return
of share price of comparable companies and the Company.
Risk-free rate represents the yields to maturity of Hong Kong
Exchange Fund Note with respective terms to maturity as at
the share options granted on 8 April 2011.

The Group recognised the total expense of approximately
HKD38,331,000 for the year ended 30 June 2011 in relation
to share options granted by the Company.

The fair values of the share options granted on 8 April 2011
were conducted by an independent qualified valuer, Asset
Appraisal.

Note:

The weighted average share price and exercise price were adjusted
after the Share Consolidation on 30 June 2011.
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For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE
A
33.DEFERRED TAXATION 33EZERHIE

Detail of the deferred tax liabilities recognsied and FAERRRELEHIEEGEREEZFHFFEN

movements thereon during the current year is as follow: ~:
Intangible assets
HKD’000
FERT

At 1 July 2009 and 30 June 2010 R-ZZFTAFELA—BR
—E2-ZTFRA=+H —
Acquisition of Ease Ray Group (Note 34) WisE =& E (FE34) 46,480

Credited to consolidated statement FFAfRE 2 EKER

of comprehensive income (775)
At 30 June 2011 R=ZF——F-A=+H 45,705

At the end of the reporting period, the Group has unused
tax losses of approximately HKD60,823,000 (2010:
HKD55,086,000) available for offset against future profits.
No deferred tax asset has been recognised in respect of the
remaining tax losses due to the unpredictability of future
profit streams. The tax losses may be carried forward

indefinitely.

At the end of the reporting period, the Group has deductible
temporary differences of approximately HKD2,009,000
(2010: HKD1,677,000). No deferred tax asset has been
recognised in relation to such deductible temporary
difference as it is not probable that taxable profit will be

rEeE -

#/2,009,0008 T (=%

available against which the deductible temporary differences

can be utilised.
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For the year ended 30 June 2011 &% —E——F XA =+ HIFFE

34.ACQUISITION OF SUBSIDIARIES  34.WREEF/ B A 7

During the year ended 30 June 2011

Ease Ray Limited

Pursuant to the announcement of the Company dated 14
June 2010, the Company has entered into a conditional
agreement with Vendor A on 3 June 2010 for the acquisition
of the entire issued share capital of Ease Ray Limited (“Ease
Ray”) at a consideration of HKD1,100,000,000, subject to
downward adjustment according to the terms of the
agreement (“Ease Ray Acquisition”).

The consideration of the Ease Ray Acquisition will be
satisfied (i) as to HKD230,000,000 payables in cash as a
refundable deposit upon signing of Ease Ray Acquisition
agreement, (ii) as to HKD870,000,000 by way of the
allotment and issue of 6,000,000,000 consideration shares
at an issue price of HKDO.145 per consideration share by
the Company to the Vendor A or his nominees (except for
connected person of the Company).

On 29 April 2011, the Group completed the acquisition of
the entire issued share capital in Ease Ray Limited and its
subsidiaries, including Pacific Mind Limited, Elegant Capital
Company Limited, City Media Co., Ltd. and Shanghai Dasan
Hexian City Environmental Art Company Limited (collectively
refer to as “Ease Ray Group”). The consideration should be
settled by cash HKD230,000,000, issuance and allotment
of 3,900,000,000 ordinary shares of the Company at
HKDO.145 each (“First Batch Consideration Shares”) and
2,100,000,000 ordinary shares of the Company at
HKDO.145 each (“Second Batch Consideration Shares”).
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A BT RAR

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

34.ACQUISITION OF SUBSIDIARIES

(Continued)

During the year ended 30 June 2011
(Continued)

Ease Ray Limited (Continued)

Pursuant to the sales and purchase agreement dated 3 June
2010 entered with the Vendor A, the First Batch
Consideration Shares will be issued within five business date
upon completion of acquisition of Ease Ray Group and the
Second Batch Consideration Shares will be issued if the
audited profit after tax for the period from 1 January 2011
to 31 December 2011 attributable to the Group shall not be
less than RMB51,000,000 (equivalent to approximately
HKD58,140,000) (“Reference Profit”).

If Ease Ray Group fails to meet the profit guarantee (being
the Reference Profit) for the year ending 31 December 2011,
the Vendor A shall pay the Company a compensation of
10 times the shortfall of the profit guarantee by adjusting
the Second Batch Consideration Shares. However the
maximum downward adjustment is up to the total
consideration of the Second Batch Consideration Shares of
HKD304,500,000 and the Vendor A is not required to return
to the Company any of the First Batch Consideration Shares
already issued to him.

The First Batch Consideration was issued on 5 May 2011.
Upon the completion of Ease Ray Acquisition, the Company
explores the opportunities and diversifies the Company’s
income stream to include the advertising income from
placing advertisements on traffic lights.

4. W EK B AT @

BE-=E——F<A=1H
IEFE @

HEARQA @

RIBFREFFEL - BRRA-ZT—TFX
A=B2zEEHm @ FHREROHBER
ERMIBEREERAESEBNET
WA —T——F—A—HBE-_T——F+
“A=1t—HHHE  AREEHIEEX
ﬁ%ﬁ?&iﬁ?ﬁ“ﬂ?\?ﬁ“i\ﬁ?ﬁ%l 000,0007T
(F8& PR #4158,140,000% 7T) ([2ZF &
M) - RIS EITE _HARERD

EEREEREERBE_T——F 1=
A=+— Eiirﬁ’ﬂ%ﬁ/ﬁﬂ(ﬂﬂﬂ%iﬁé
M) - B RAREH —HARERD
Zﬁmmﬂﬁﬁﬁkéﬁﬁm—iﬁ [AIA R B
BRI - A > M TARSENRABER
RE—HRE fonz,ﬁ'@1ﬂ@3o4,500,000
BT MESFHARNARFRRECESR
T2 EFE—HRERD

E—HREROER=_Z——FHARA

17 - RERBBTKE - AABARE

%%ﬁjﬂ%$"ﬂz%li\5ﬁﬁ%$§1t(@%
RERNRBERENESHESKRA) °
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34.ACQUISITION OF SUBSIDIARIES

(Continued)

During the year ended 30 June 2011
(Continued)

Ease Ray Limited (Continued)

The directors of the Company are of the opinion that the
acquiree’s assets and liabilities approximate their fair values.
The net assets acquired from the Ease Ray Acquisition and
the goodwill arising are as follows:

4. W EK B AT @

BE-F——F1~HA=TH
IEFE @

HEARQA @

ARREERR  REBLRRANEERA
BEAXNFERE - REZWERKE
MEEFEAREENEENT :

Pre-acquisition Fair value
carrying amount adjustment Fair value
KA REE ATERE ATE
HKD'000 HKD'000 HKD'000
THET THET THET
Net assets acquired B EERE
Property, plant and equipment n% - BERSE 16,349 — 16,349
Goodwill EES 6,087 (6,087) —
Intangible assets B EE — 185,920 185,920
Trade and other receivables B 5 BRI E A e W 7R 0E 45,104 = 45,104
Cash and cash equivalents RekBeEEY 319 — 319
Trade and other payables BN RS R E ML 5E (33,424) — (33,424)
Deferred taxation LA — (46,480) (46,480)
Non-controlling interests R ER (19,218) — (19,218)
148,570
Gooduwill (Note 20) && (fitir20) 711,430
Adjusted consideration KRRRE 860,000
Adjusted consideration satisfied by: TRARRBATIAAZ
Deposit paid for the acquisition WENERNTS 230,000
Issuance of First Batch ETE—HRERD
Consideration Shares 409,500
Issuance of Second Batch BOTE_HAERR
Consideration Shares* 220,500
860,000
Net cash flow arising on acquisition: WREEANRESREFE
Bank balances and cash acquired FlEmRITERRE 319

As part of the consideration for Ease Ray Acquisition,
3,900,000,000 new ordinary shares of the Company with
par value of HKDO.01 each was issued on 5 May 2011. The
fair value of the ordinary shares issued was determined by
to the published price available of HKDO.105 at the date of
the acquisition on 29 April 2011.
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For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

34.ACQUISITION OF SUBSIDIARIES

(Continued)

During the year ended 30 June 2011
(Continued)

Ease Ray Limited (Continued)

* Second Batch Consideration Shares will be adjusted if the
Reference Profit could not be achieved. The fair value of the
Second Batch Consideration Shares at the date of acquisition
was performed by Asset Appraisal.

The main factor leading to excess of considerations over
fair value of net assets acquired is synergy generated with
the patents and contract. The Group is capable of producing
specialised products to accommodate diversified market
orders and to enhance operating profit.

Including in the consolidated loss for the year is a profit of
approximately HKD5,827,000 profit contributed by Ease Ray
Group. Revenue for the year includes approximately
HKD11,972,000 in respect of Ease Ray Group.

Had the acquisition of Ease Ray Group been effected at
1 July 2010, the Group’s revenue for the year would have
been approximately HKD55,793,000 and contributed
approximately HKD18,559,000 profit for the year ended 30
June 2011. The pro forma information is for illustrative
purposes only and is not necessarily an indication of the
revenue and results of operations of the Group that actually
would have been achieved had the acquisition been
completed at 1 July 2010, nor is it intended to be a projection
of future results.

In determining the pro forma revenue and loss of the Group
assuming that Ease Ray Group had been acquired at the
beginning of the current year, the directors have calculated
amortisation of intangible assets acquired on the basis of
the fair values arising in the initial accounting for the
business combination rather than the carrying amounts
recognised in the pre-acquisition financial statements.

34. BT B A Bl

BE-F——FA~HA=TH
IEFE @

HRAERAR @)

* fiREEEBRSZ A - BIE —HAER
DS TE LA - B AR ERG R UEE
B#iz 2 ET R EENERRET
fl e

FIBABEFERBEBAATHELTERA
REBEMNNESHNEENHRRE - K
BRI AEREERAIBES T(EEMI5ET
BREFEERN -

FREABRERERSEER 8N
5,827,000 7T - FAKRABEEREEN
#311,972,000/ 7T ©

HMERESEKBER _—_T—TFLA—H4&
R AASER B G ALY &55,793,0000%
L WAHEZZ——FA=t+HILF
[ B RE F14918,559,0007 7T © & & K
EHRFHARE T TRER/MKBE RN =
T-ZTELA—HEX AEEAERE
BZERBNMEERENER  SERK
KEHAZ TR -

REEAEEZ2HERARER (RRE
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34.ACQUISITION OF SUBSIDIARIES

(Continued)

During the year ended 30 June 2010

China Wimetro Group

On 9 September 2009, the Group completed the acquisition
of the entire interests in China Wimetro Group. The
consideration was settled by issuance and allotment of
363,200,000 ordinary shares of the Company at HKDO.15
each (“First Batch Consideration Shares A”) and
544,800,000 ordinary shares of the Company at HKDO.15
each (“Second Batch Consideration Shares A”) which are
amounted to HKD54,480,000 and HKD81,720,000
respectively. The Second Batch Consideration shares A was
recognised as deferred payment in relation of the acquisition
at date of completion of acquisition.

Pursuant to the sales and purchase agreement dated 5 June
2009 with Vendor B, the First Batch Consideration Shares
A will be issued with five business date upon completion of
acquisition of China Wimetro Group and the Second Batch
Consideration Shares A will be issued if the audited profit
after tax for the year ended 30 June 2010 of China Wimetro
Group equal to or not less than RMB60,000,000 (equivalent
to approximately HKD68,100,000).

The First Batch Consideration A was issued on 12 October
2009. China Wimetro Group contributed a turnover of
approximately HKD5,532,000 and a loss of approximately
HKD9,607,000 for the period from the date of completion
of acquisition to 30 June 2010 to the Group. According to
Second Batch
Consideration Shares A has not been allotted and therefore

the sale and purchase agreement,

goodwill arising from acquisition has been adjusted
accordingly.

140 FEFEEEBAER 2T | Neo Telemedia Limited

4. W EK B AT @

BE-_Z—Z2FX<A=+H
IEFE
FEESETEE

RZZZTAFAANR - AEBZEKEE
PRSI THERZ 2 HE - BRANKE
R G R0.1578 7T 31T M AL 3 363,200,000
BARRE B ([E—HRERDF] &
R AR0.15%8 7T 817 MK At #544,800,0004%
ARBEBRR ([E - HRERNF]) (BE
5 7ll 7%54,480,000/% 7T, 581,720,000/ 7T)
ZHAXMN « E-HARERMFEAB LSRN
W se A B B B Uk B 7 B O SE AN K

RIBFRES LG - BRR-ZTTAFEAN
HEEZEEWF % HHH HxTﬁEF‘Hﬁ

Elﬂﬂﬁéﬁ ﬁﬂPlﬁfv?i&m;‘%l@i_?

—ZEERA=TRIEFEZRERGRZ

wm M ERHT D AR #60,000,0007T

(FHE R 4768,100,000% 7T) + Bl &EIT
“HREROE -

—HREROHFER-_ZFTAFTAT
_E@éﬁ g EPIQH%?WW BB TR
Bz —_Z-—TFA=+THHBERK
%IEEK%%%E%%,S?)Z,OOO/aE&EﬂE%’U
9,607,000/8 7T ° RIFE Eiphak - £ —HLHK
ERMFTTIARS - MKBRELNE
ZOMEEELHAE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A BT RAR

For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE

34.ACQUISITION OF SUBSIDIARIES

(Continued)

During the year ended 30 June 2010
(Continued)

China Wimetro Group (Continued)

This acquisition has been accounted for using the purchase
method. The amount of goodwill arising from acquisition
was approximately HKD134,565,000 as at the date of
completion of acquisition and approximately
HKD52,845,000 after adjusted the effect of Second Batch
Consideration Shares A.

The net assets acquired in this transaction, and the goodwill

4. W EK B AT @

E_2-FFAS

IEFE @
FEESETER (&)

ERWEERBEE LA - BEELE Y
72 7 U BB FE K B B %Y A134,565,000/%8
T KAEE—HMRERNF 2FERLD
752,845,000/ 7T °

T H

FZARSRENEEFEARELNR

arising, are as follows: 2R
Pre-acquisition Fair value
carrying amount adjustment Fair value
KR REE ATERAE AT
HKD’000 HKD’000 HKD’000
THET THET THET
Net assets acquired FbEEERE
Property, plant and equipment nE - BERZE 12,094 2,642 14,736
Trade and other receivables BHRMERR
Hith IR 14,285 — 14,285
Bank balances and cash BOEHEAS 354 - 354
Trade and other payables BARENES R E MR (27,692) — (27,692)
Receipt in advances B (48) — (48)
Goodwill (Note 20) & (fit20) 1,635
Total consideration BRE 54,480
Total cansideration satisfied by: BREUTHHAZHA
Issuance of First Batch BOE-—HRERRDT
Consideration Shares A 54,480
Net cash inflow arising on acquisition: ~ WEBEH MR &R ASE :
Bank balances and cash acquired FlEMRITERRE 354

—Z—— %53 | Annual Report 2011 141



= N=t
=—— TELEMEDIA
— wEnEEE

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e R R M

For the year ended 30 June 2011 &% —E——F XA =+ HIFFE

34.ACQUISITION OF SUBSIDIARIES 34. BT B A Bl
(Continued)
During the year ended 30 June 2010 BZz—_Z2—-Z2FxA=1H
(Continued) IEFE )

Wimetro Group (Continued) PEERKFEHEE (&)

R BT B EGE T REMELE ZHER
BEMEMmFFIHEZBHAAF

The goodwill arising on acquisition of China Wimetro Group
is attributable to the anticipation profitability of the sales of
telecommunication products business.

WEEER_EENFEA—BTK &K
EBRHE—ZTZTFSA=THLEFEZ
LEHHRFILE  MAKERE_T—
TERNA=THILEFEEENBENNA
40,591,000 7T - B E B RHEH A A
7 UPNEERMEBER-ZZZTNF L
operations of the Group that actually would have been A—BEK @ AEBEAERES &%
achieved had the acquisition been completed on 1 July MR EHEENIRE  ERRREEZTE
2009, nor is it intended to be a projection of future results. pE

35.0PERATING LEASES 3. KEHE
REBFEREEA
FRRERATDEMLRED A HRE

H& 4K R3,513,0008 T (ZE—TF :
6,642,000/ 7T) °

If the acquisition had been completed on 1 July 2009, total
Group’s turnover for the year ended 30 June 2010 would
have been unchanged and contributed approximately
HKD40,591,000 loss for the year ended 30 June 2010. The
pro forma information is for illustrative purpose only and is
not necessarily an indication of the turnover and results of

The Group as lessee

Minimum lease payments paid under operating leases in
respect of office premises during the year amounting to
approximately HKD3,513,000 (2010: HKD6,642,000).

REMERBEAKEREETRAE
XEMNES  HOMBERBAME

Operating lease payments represent rentals payables by the
Group for certain of its office premises. Leases are negotiated

for a term of two years (2010: two years) with a fixed rentals.
None of the leases included contingent rentals and terms
of renewal were established in the leases.
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For the year ended 30 June 2011 &% —ZE——F XA =+ HIFFE
35.0PERATING LEASES (continued 35@%*ﬂ§ (&)

The Group as lessee (Continued) TEEEREBA @
At the end of the reporting period, the Group had RIFEHFR - AEERER AT BHZH
commitments for future minimum lease payments under BRI BUE S E A AR R (R 2 1EH

non-cancellable operating leases which fall due as follows: AGE

2011 2010
—_EF——F —E-FTF
HKD’000 HKD’000
FExT T T
Within one year —F N 5,831 3,000
In the second to fifth years inclusive F_EFLF (BDEEREMSE) 3,946 5,594
9,777 8,594

36.CAPITAL COMMITMENTS 36. B A AR

2011 2010

—E2——F —E-FF

HKD’000 HKD’000

FBT T T
(a) Commitments contracted for but (a) BB THEREGS
not provided in the consolidated Mg mKk 224

financial statements in respect of 1B R B Ay I

— Construction in progress — EEITRR — 2,337

— Project development —HEER — 3,400

— 5,737

37.MAJOR NON-CASH TRANSACTION 37.XFEFRERS

RZT——FREARAB ARAHET
3,900,000 OOOHQ%EH%’EELBZH%E%%EBE
BORAZRERD - REBROHRESZ K

On 5 May 2011, 3,900,000,000 new shares of the Company
were issued as the Consideration Shares of the acquisition
of the entire issued share capital in Ease Ray. The

Consideration Shares were credited as fully paid upon
completion of the Ease Ray Acquisition at the closing
publishing price of the shares of the Company at HKDO.105
per share on 29 April 2011 and was issued on 5 May 2011.

R A D FR K =B ——Fm A
—+AB 2 ARKTESR0.1058TA
IR LR - ——FHA TR
G
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For the year ended 30 June 2011 & % —

38.SUBSIDIARIES

~ — 3
=

NA=FHIFFE

38.Kf B 2 &)

TRV —ZE——FNA=THHHEB

The following is a list of the subsidiaries as at 30 June 2011:

Nominal value of

A

Class of Place of incorporation paid up issued  Attributable equity interests
Name of subsidiary shares held  and kind of legal entity share capital attributable to the Company  Principal activities
EMA LR BHRM
HWEARE®E FrisROEN EEERER BRTRAEE KRR RS TEXH
Directly Indirectly
E# 383
Best Faith (Hong Kong) Ordinary Hong Kong, limited HKD3,000 — 100% Production and sales of
Limited (Trading as liability company videos and films, and
B&S Films Creation licensing of videos
Works House) and copyrights/film
rights in Hong Kong
BR(BEE) BRAR Lk &8 BRAA 3,000 7T — 100% REBRERNHEERETE
(AP RERENEE ThREHSETE
2hge) Wi/ EEIRE
B&S Group Limited Ordinary British Virgin Islands, HKD234,000 100% — Investment holding
limited liability
company
B&S Group Limited LR RERLHE BRAF 23400087 100% = REER
B&S Films Distribution Ordinary Hong Kong, limited HKD10,000 — 100% Inactive
Company Limited liability company
RABRETERAR LR &% BRAA 10,0005 7 — 100% WL
B&S Films Production Ordinary Hong Kong, limited HKD10,000 — 100% Inactive
Limited liability company
MAEYREBERAT LRk B8 ARAA 10,000/ T — 100% DRSS
BIG Pictures Limited Ordinary Hong Kong, limited HKD1 — 100% Film production
liability company in Hong Kong
ATZEERAA LRk &8 ARAA LB = 100% REBRIEZ R
BIG Artiste Management  Ordinary Hong Kong, limited HKD1 — 100% Artiste management
Limited liability company in Hong Kong
ATHEFBAA ERR &% BRRA BT = 100% REBHSEAEE
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38.SUBSIDIARI ES(Cont/nued)

The following is a list of the subsidiaries as at 30 June 2011:

(Continued)

Nominal value of

==
=

For the year ended 30 June 2011 &% — %

38.MEB A E @

NAZ=+HIFFE

TREIN-_F——FRNA=THNKHE
NG -))

Class of Place of incorporation paid up issued  Attributable equity interests
Name of subsidiary shares held  and kind of legal entity share capital attributable to the Company  Principal activities
{3 B R BHEMN
MEARERE FisROEN EEERER BRIRAEE KRR RS TEXEH
Directly Indirectly
E# 383
China Wimetro Ordinary British Virgin Islands, USb1 — 100% Investment holding
Communications limited liability company
Company Limited
PEEGHTREERAT TER RBREHE  BRAA IE = 100% RERR
China Wimetro Company ~ Ordinary Hong Kong, limited HKD10,000 — 100% Investment holding
Limited liability company
TEESETERAR  BER BE BRAR 10,000/ 7T = 100% REZR
Fleur Group Limited Ordinary British Virgin Islands, USD15,000 — 100% Holding of copyrights
limited liability company in Hong Kong
Fleur Group Limited LBk RERZHS  BRAR 15,000% T = 100% REBRHBIRE
Getbetter Enterprises Ordinary British Virgin Islands, USb1 100% — Investment holding
Limited limited liability company
Getbetter Enterprises Limited 3R RERTES  BRAF IE 100% = REER
Joyful New Limited Ordinary British Virgin Islands, UsSD1 100% — Investment holding
limited liability company
Joyful New Limited L@k RERTHS  BRAR IE 100% = REER
Shenzhen Huanlian Contributed PRC, limited liability HKD1,000,000 — 100% Provision of consultancy
Communications capital company and managerial services
Technology Company
Limited
RI T 2] {5 i & e FREERA 1,000,000 &7t = 100% REERRERRH
BRAR
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38.SUBSIDIARIES (continuea) 38.MEB A E @

The following is a list of the subsidiaries as at 30 June 2011:

TREIN-_F——FRNA=THNKHE

(Continued) YNGR
Nominal value of
Class of Place of incorporation paid up issued  Attributable equity interests
Name of subsidiary shares held  and kind of legal entity share capital attributable to the Company  Principal activities
EMA LR BHRM
HWEARE®E FrisROEN EEERER BRTRAEE KRR RS TEXH
Directly Indirectly
E# 383
Shenzhen Kunyu Contributed  PRC, limited liability RMB10,000,000 — 100% Sales and distribution
Communications capital company of telecommunication
Technology Company products
Limited
AT RIE R & wE - ARELAF  AKRH10,000,0007 = 100% HERDHEAED
BRAR
Total Big Limited Ordinary Hong Kong, limited HKD1 — 100% Film production
liability company in Hong Kong
EHARANA TRR &% ARAA BT = 100% REBRIEZ R
Ease Ray Limited Ordinary British Virgin Islands, US$100 100% — Investment holding
limited liability company
ERBRAA LAk EBATES  ARDA 100%7 100% —  REBRK
Pacific Mind Limited Ordinary Hong Kong, limited HKD1 — 100% Investment holding
liability company
URERAT Tk &% ARRA BT — 100% REZR
Elegant Capital Limited Ordinary PRC, limited liability RMB500,000 — 70% Investment consultancy
company
LBTEREAES ERR mE - EREERR  ARK500,0007 = 70% RE#N
BRAR
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For the year ended 30 June 2011 # %2 —F——F N NA =+ HIFFE
38.SUBSIDIARIES (continuea) 38.MtB A A =
The following is a list of the subsidiaries as at 30 June 2011: TREINR=ZFE—F A=+ HHWEB
(Continued) AR (&)

Nominal value of

Class of Place of incorporation paid up issued  Attributable equity interests
Name of subsidiary shares held  and kind of legal entity share capital attributable to the Company  Principal activities
FMA LR BHEM
MEAR LR FrisROEN EERRER BRTRAEE KRR RER TEXEH
Directly Indirectly
EE ik
City Media Co., Ltd. Ordinary PRC, limited liability RMB500,000 — 100% Investment holding
company
FEFHEEARR LRk BB BREEAR  ARKS500,0007T = 100% REER
BRAR
Shanghai Dasan Hexian Ordinary PRC, limited liability RMB11,000,000 — 73% Design and production of
City Environmental Art company traffic signboards,
Company Limited computer graphics,
advertisements and
signal systems equipment
PER=MZHTRE  LRR HE - EREEAR  AREK11,000,0007 = 73% RPETE  BREX
#BERAT BERERERS
EGHE G
39.DEED OF CHARGE 39. i H RiE
Pursuant to a production finance agreement signed between RBEARGIZEZEMNBARIEINERAF
Total Big Limited (“TBL”), a wholly owned subsidiary of the ([EY)) BEBERITRE ((BEEFRE])
Company, and the Government of the Hong Kong Special BNRZZZENFE A+ /B TR
Administrative Region (the “HKSAR”) on 18 February 2009 [BSRIBI 2 RIERERZ  Fh M
in respect of the production of a film titled “Give Love”, the BREREY 2 EBEBREECERTE
title of the firm and the whole of TBLs undertaking and assets B - (ERRRZIIRBEARESR
were charged in favour of the HKSAR as security for the TEZIER o

discharge of the obligations of TBL under the agreement.
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For the year ended 30 June 2011 &% —E——F XA =+ HIFFE
40.STATEMENT OF FINANCIAL 40. BF #& AR R =
POSITION
2011 2010
—E——F —E-ZTF
HKD’000 HKD’000
FET FET
NON-CURRENT ASSETS FERBEE
Investments in subsidiaries KRB RR 2K E 860,100 100
Property, plant and equipment VI - B RS 719 —
Deposit paid for acquisition W B B/ R R &Y
of a subsidiary Bt 120,000 230,000
980,819 230,100
CURRENT ASSETS REBEE
Prepayments, deposits BRFIAE ek
and other receivables H b & W 5K I8 35,402 33,534
Amounts due from subsidiaries AN NGO 18,699 88
Cash and cash equivalents BeNIREeEEY 1,145 141,863
55,246 175,485
CURRENT LIABILITIES RBEE
Other payables and accruals H fth {5 BR 3R M FE EH 0B 4,955 15,141
Convertible notes payable FES AT A AR TR 24,801 —
29,756 15,141
NET CURRENT ASSETS mEEEFEE 25,490 160,344
NET ASSETS BEEFE 1,006,309 390,444
CAPITAL AND RESERVES BEARR#E
Share capital % < 193,282 154,282
Reserves b1 813,027 236,162
TOTAL EQUITY 48R 2 1,006,309 390,444
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41.EVENT AFTER THE REPORTING

PERIOD
Acquisition of a subsidiary

On 30 June 2011, the Company completed the acquisition
of entire issued share capital of Smart Long. Since the
acquisition completed after the close of business on 30 June
2011, in the opinion of the directors, the Group has
possessed the control over Smart Long Group since 1 July
2011 and therefore the Smart Long Acquisition was deemed
to be completed on 1 July 2011.

As at 30 June 2011, included in prepayment, deposits and
other receivables are receivables due from Smart Long Group
amounting to approximately HKD600,000 (2010: Nil).

As at 30 June 2010, included in other payables and accruals
are payables to Smart Long Group amounting to
approximately HKD8,080,000.

Up to the date of these consolidated financial statements
are authorised for issue, the initial accounting for the
business combination is incompleted as the Group is still in
the process of assessing the fair value of Smart Long Group.
The valuation of the Smart Long Group at the completion
date would be conducted by an independent professional
valuer and the valuation is still in progress at the report date.

42.RELATED PARTY TRANSACTIONS

The key management personnel of the Group comprises all
directors of the Company, details of their emoluments are
disclosed in Note 15. The remuneration of the directors of
the Company is determined by the remuneration committee
having regards to the performance of individuals and market.

A1 BEHRASE

W R B BB 2 A

RZB——FXA=+H KRFEETEK
WEEAZMEHITRA - BREBTIR
TR -—FRA=STHEERHEARE T
K RAEERR  AKEER-_F——
FEA-RFREEEASE ZEHE
BERRBHRRRER T ——F A —
A5 °

R=F——FXA=+H  BAWE &
& R ERER QSRR 28

URBRFX » #49/4600,0008 T (ZE—ZF :
) -

RZE—ZFNA=+H  HiEMFIE
&%ﬁmﬁ@%%ﬁ%%%@th'ﬂ
£8,080,000/ 7t ©

BEERSEAVBHRREERMHZBH -

R ASEDARRFEERAREE 2 AF

BEz@EF  BEBEHZNTETHRK
SR - MR B E - BEAKE 2 fhERH
B EXREEMETE - RS BB
EADEETF -

R.BEALREG

AEEIZERBASBREARRMEE
= EFMFBRERMELS - ARAE
EzMmFrHNEEelREARE LT
SR MEE ©
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43.COMPARATIVE FIGURES 43. b B =
In order to conform with the current year presentation, BEEAEFEZEZNNARN 1 HE=E_F—F
certain items in the consolidated statement of FRA=tTHLEFEZREEZAKERRK
comprehensive income for the year ended 30 June 2010 NZZE—ZFTFNA=ZFTHE=_ZETNF+t
and consolidated statement of financial position as at 30 B—BZHRelEikiRk ez A THEEES
June 2010 and 1 July 2009 has been reclassified. Mok - BB ABE S EIWERRLD
Adjustment is made to reclassify the trade receivables 18,008,000/& 7T * TENFUA « e N EAE
amounting to approximately HKD18,008,000, prepayments, Uk FRIA #)18,080,00078 7T K B 1~ FE A 5K 4
deposits and other receivables amounting to approximately 4,853,000/ 7T « B FE FIE K FERTRIEL
HKD18,080,000, paid in advances of approximately 17,839,000/ 7T * B Uiz 14,612,000/8 7T
HKD4,853,000, the other payables and accruals amounting JFE 5 B8 38 A B] 7XIE 8,080,000/ ST E#HT 5
to approximately HKD17,839,000, the deposits received o i MEREEEREERED
amounting to HKD14,612,000 the amount due to a related 178,000/ TTiEH A%  mMBBEEFHH 1R
company amounting to HKD8,080,000. In addition, HAEEHE T —FFA=FTHIEF
adjustments have been made in respect of turnover and EZEETEZE -

cost of sales amounting to approximately HKD178,000 and
such reclassification has no impact on the Group’s loss for
the year ended 30 June 2010.

Details of the restatement are provided as follows: EHFBWOT ¢
Amount
original Restatement/ Amount as
stated  Reclassification restated
RERIEE EI EFIE REYEHE
HKD’000 HKD’000 HKD’000
FHET FHET THET

Items on consolidated statement BZE=-Z—ZFfF

of comprehensive income AA=tTHILEEEZ

for the year ended 30 June 2010 LA Z2EKFERIER
Turnover =20 44,804 (178) 44,626
Cost of sales HERA (43,191) 178 (43,013)

Items on consolidated statement R=-ZT—ZF

of financial position AA=tHBZ

at 30 June 2010 SEMBRRKEE
Trade receivables 2 S W GRIE 48,634 (18,008) 30,626
Prepayments, deposits and BRFIE - &e

other receivables o Ho 4 M R 0E 40,074 18,008 58,082
Paid in advances SERBEUNE 6,222 (4,853) 1,369
Other payables and accruals H A FE {5 RE R B AT RUA (40,128) (17,839) (57,967)
Deposits received B4 (17,943) 14,612 (3,331)
Amount due to a related company  FE{BFE A &) IE (8,080) 8,080 —
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The following is a summary of the published consolidated results UWTARASEE B 2 GEEE  BEREE

and of the assets and liabilities of the Group: ME

Results ¥

Year ended 30 June
BHEAA=TRHLEE
2011 2010 2009 2008 2007
ZE——-F |Z2-%F ZZTNFE ZZTN\F ZITTLF
HKD’000 HKD’000 HKD’000 HKD’000 HKD'000
FERT FHT T FET T
(restated)
(F=E51))
Turnover B 45,257 44 626 48,394 24,356 5,121
Cost of sales SHEM A (13,999) (43,013) (48,869) (25,218) (4,735)
Gross profit (loss) E7 (E8) 31,258 1,613 (475) (862) 386
Other income and gains Hp A Kz 12,290 2,315 560 955 991
Share-based payments expenses  MARRD AR 2 X ER (38,331) — — — —
Selling and marketing costs SHE RIS HERR AR (6,769) (6,970) (8,066) (5,655) (1,548)
Administrative and other expenses T R E & H (27,069) (35,509) (25,836) (19,852) (3,597)
Impairment loss recognised FEERRL
in respect of goodwill REEE — (5,895) — — —
Loss from operating activities REXKER (28,621) (44,446) (33,817) (25,414) (3,768)
Finance costs AE AR (552) (8) (18) (121) (1,117)
Loss before taxation BRBLATE B (29,173) (44,454) (33,835) (25,535) (4,885)
Income tax expenses FTiE MBI X (3,846) (10) — — (1,235)
Net loss for the year FRABEFE (33,019) (44,464) (33,835) (25,535) (6,120)
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Assets and liabilities EEREE

As at 30 June
WARA=1H
2011 2010 2009 2008 2007
“E——F | 2% ZETNF ZTIN\F —TITLF
HKD'000 HKD’'000 HKD'000 HKD'000 HKD’000
THER THT FET THET THT
(restated) (restated)
(e &%) (K &=51)

Non-current assets FRBEE 1,120,388 302,654 28,849 47,366 26,147
Current assets MEEE 171,196 238,245 33,998 34,790 14,508
Current liabilities mEaE (140,052) (89,686) (25,766) (11,261) (14,263)
Net current assets REEESFE 31,144 148,559 8,232 23,529 245
Non-current liability FRBEE (45,705) = (21) — —
Net assets EEFE 1,105,827 451,213 37,060 70,895 26,392
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