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

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

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

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

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

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

ESEEER

EXECUTIVE DIRECTORS

Mr. XIE Hai Yu, aged 47, was appointed as the Chairman
and an Executive Director of the Company on 5 August
2011. Mr. Xie graduated from South China University of
Technology majoring in Industrial Management Engineering
in Guangdong Province, the PRC, and completed the study of
EMBA programme from Sun Yat-sen University in Guangzhou
in 2001. From 1983, Mr. Xie organized and participated in the
construction and management of various domestic projects,
including the engineering construction projects of large scale
naval ports, airports and barracks. Mr. Xie has over 28 years of
experience in engineering construction and management field.
Mr. Xie has over 19 years of experience in property development
and corporate management. Currently, Mr. Xie serves as the
chairman of the board of a property development corporation
in the PRC, business of which covers more than 10 cities and
regions including Guangzhou, Foshan, Zhengzhou, Changsha,
Nanning, Qingdao, Guiyang and Haikou and an executive
director and chairman of Goodtop Tin International Holdings
Limited (Stock code: 195), the company is listed on the Main
Board of the Stock Exchange. Mr. Xie is also a visiting professor
of Inner Mongolia University, the PRC and vice president of China
Society for the Promotion of Ecological Ethics.
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Biographical Information of Directors

ESEEER

Mr. TIAN Bing Xin, aged 55, was appointed as an Executive
Director of the Company on 5 August 2011. Mr. Tian graduated
from Inner Mongolia University, PRC majoring in Chinese
Language and obtained a Bachelor of Arts Degree in 1982.
Mr. Tian also obtained a Doctor of Laws Degree from Jinan
University in Guangzhou City, Guangdong Province, the PRC. Mr.
Tian holds a title of Senior Economist in the PRC. Mr. Tian has
extensive experience in media industry. He joined Xinhua News
Agency after he graduated in 1982 and held various positions
including the director of Politics Press Room of Inner Mongolia
Branch of Xinhua News Agency, the deputy general manager of
Economic Information Daily of Xinhua News Agency, the director
of Politics, Culture and Education Press Room of Guangdong
Branch of Xinhua News Agency, and the head of Guangzhou
Reporter Station of Xinhua News Agency. Mr. Tian also held
senior management positions in domestic large-scale enterprises,
which included a director of office of Guangdong International
Trust and Investment Company Limited* and the general
manager of Guangdong Trust Housing Development Company*
and has accumulated extensive experience in administrative
management. Mr. Tian is currently deputy secretary general of
China Society for the Promotion of Ecological Ethics, a member
of Guangdong Senior Economist Evaluation Committee*, and
part-time professor of College of Journalism and Communication
of Jinan University. Mr. Tian had published a number of books,
among which, the {PRC’s No. 1 Certificate)* obtained the
PRC’s First National Books Wenjin Nomination Award*.
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Biographical Information of Directors

ESEEER

Mr. DONG Bao Qing, aged 48, was appointed as an Executive
Director of the Company on 5 August 2011. Mr. Dong holds a
Bachelor of Arts Degree from Central China Normal University in
the Hubei Province, the PRC. Mr. Dong is a senior media worker
and has over 20 years of experience in the media industry. He
has worked at Guangzhou Daily Press* (“Guangzhou Daily”)
since 1989, he served as head of Information Department
of Guangzhou Daily, technical director of Guangzhou Daily
Group, vice president and chief editor of Guangzhou Morning
Post, standing vice director of interview centre for special
issues of Guangzhou Daily, and chief editor of Science Pioneer
Newspaper*. Mr. Dong also has extensive experience in
digitalization media, and is one of the pioneers of the internet
media in the PRC. Mr. Dong was the first responsible officer of
e-version of Guangzhou Daily and the chief executive officer
of Dayoo.com, the first gateway website in South China. Mr.
Dong currently acts as president of Guangzhou Mailoutong
Information Communication Company Limited* and president of
Guangzhou Jin Cai Network Technology Company Limited*.

Mr. XU Dao Bin, aged 41, was appointed as an Executive
Director of the Company on 15 August 2011. Mr. Xu Dao Bin
obtained a Bachelor of Arts Degree from Huazhong University
of Science & Technology in Hubei Province, the PRC. Mr. Xu
Dao Bin has over 6 years of experience in media and corporate
management, including acting as the head and chief editor
of the editorial department of a PRC magazine. Mr. Xu Dao
Bin founded Shenzhen Daohe Corporate Planning Company
Limited* in 2005 and is currently the chief executive officer of
Daohe Cultural Industry Group*.
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Biographical Information of Directors

ESEEER

Mr. DENG Yu Hui, aged 37, was appointed as an Executive
Director of the Company on 15 August 2011. Mr. Deng holds
a Bachelor Degree of Economics from Sun Yat-sen University
in Guangdong Province, PRC and is a member of the Institute
of Chartered Accountants in England and Wales, Hong Kong
Institute of Certified Public Accountants and Institute of Public
Accountants, Australia. Mr. Deng is also a certified public
accountant and a certified tax agent in the PRC. Mr. Deng had
been working in an international accountants firm for 10 years,
and currently, Mr. Deng is the chief financial officer of a domestic
property corporation in the PRC. Mr. Deng has over 14 years
of experience in financial management, financing, auditing and
financial consulting.

Mr. MA Shui Cheong, aged 50, was appointed as an Executive
Director and Managing Director of the Company on 13 May
2010. Mr. Ma has over 10 years of working experience in
managing various businesses in PRC and holds a Bachelor Degree
of Business Administration in Management from The Open
University of Hong Kong.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. LIU Shang Ping, aged 36, was appointed as an
Independent Non-executive Director of the Company on 5
August 2011. Mr. Liu has many years’ experience in business
management. Mr. Liu currently acts as a member of experts
committee of Shenzhen Cypress Capital Co., Ltd.* and vice
president of Huanggang Branch of Lions Clubs International.
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Biographical Information of Directors

ESEEER

Mr. KONG Tze Wing, v+ Jp, aged 60, was appointed as an
Independent Non-Executive Director of the Company on 20 April
2007. Mr. Kong holds a Bachelor Degree in Accounting and a
Bachelor Degree in Business Administration. Mr. Kong is a fellow
member of the Association of Chartered Certified Accountants
since 1985 and became a fellow member of the Hong Kong
Institute of Certified Public Accountants in 1995. Mr. Kong
became an ACA of The Institute of Chartered Accountants in
England and Wales in October 2004. Mr. Kong was a former
Vice President and former Chairman of Mainland Affairs
Committee of Hong Kong Institute of Accredited Accounting
Technicians. Mr. Kong is also the Hon. President of The Institute
of Financial Accountants in Hong Kong. He has been a Certified
Public Accountants since 1981. Mr. Kong is a sole practitioner
of the firm Messrs. James T. W. Kong & Co., Certified Public
Accountants (Practising). Mr. Kong was an elected District Board
member for the period from 1991 to 2007. Mr. Kong is actively
participating in community services and has been appointed by
the Hong Kong SAR Government to sit on various committees
and appeal boards in Hong Kong.

Mr. XU Wei, aged 39, was appointed as an Independent Non-
executive Director of the Company on 15 August 2011. Mr. Xu
Wei holds a Double Bachelor Degrees in Philosophy and Laws
from Peking University, the PRC, and obtained a Master Degree
in Public Policy from John F. Kennedy School of Government
of Harvard University in 2003. Mr. Xu Wei has over 7 years
of experience in internet media marketing and corporate
management. Mr. Xu Wei once worked as the secretary to
president of Peking University Founder Group* in the PRC, and
has been the chairman and general manager of Beijing Tensyn
Innovation Internet Marketing Technology Company Limited*
since 2006. Mr. Xu Wei had been awarded as “Hundred persons
of a Decade in Internet” by the PRC Internet Center for three
successive years during the years from 2007 to 2009.

*  For identification purpose only

I TFREE #8282 L P4+ 6058
RN-_EZLFNA -+ HEZEARK
NEIZ B IERITES TR ERFEE
AETEMLRTIHERETEM )Tk
EEH-NAN\RAFRAARBEFFAR
EHMAEEREE YR —NAALAFE
MAEEBEIAEEREE ) LAE
RZZFZEMF+AXNAER BB LT
RETRRIHEg 8  LAENATSE
VBedtheraeRrRFEPEERS
BERIER UERRY B e
BEEeRBER IAEE NN —
FRAABBNESFAICIEER
I FEREFTRIT - ESEAT-
TRER—NN—FE_ZTZFTLFH
AEEERREREE ) LAEREHS
EA A (@ AR TS Ko 4 B B F B 1T & BT
ZERZRABRNLZEG R LFEEE
R -

WRAEE 39 R=_F——F /A
THHEEREARRREMIFRITES -
RELEEFEATEILRAREE A
BEELTEM YN _TT=FREHR
HRESEEBRFER AKBREL
B -RELELEHRERTFEBMERE
THEEXEEEZER -HFAELELENF
Bib AT ERBETARWE B
HE-ZERFRETIERBEAI
WMREHERMRNDERARESZTRR
BB -REREEN _TTLFEC
TENFEB="FEPEEHRED L
AR TEBRBETFBEAl

(=z—*%%

EXHIREEARAR )




B 1

Management Discussion & Analysis
BEEENWR DN

FINANCIAL REVIEW
Review of Results

For the year ended 31 March 2011, the Group recorded a
turnover of approximately HK$42,392,000, representing an
increase of approximately HK$7,284,000 or 20.7% as compared
with approximately HK$35,108,000 for the previous year.
The increase in turnover was contributed by the increase in
advertising income as compared to the previous year.

Loss attributable to the Company’s shareholders for the year
ended 31 March 2011 was approximately HK$50,316,000,
representing a decrease in loss of approximately HK$13,427,000
or 21.1% as compared with loss of approximately
HK$63,743,000 for the previous year. The decrease in losses
was mainly attributable to (i) the written-back of tax liabilities of
approximately HK$11,602,000 overprovided in previous years,
which resulted from the settlement of tax liabilities as agreed
between the Inland Revenue Department of HKSAR and a
principal subsidiary of the Group; and (ii) the decrease of gross
loss margin resulting from the increase in the advertising income.

During the year under review, the management has continuously
adopted various cost control measures to lower its operating
costs. A decrease of approximately HK$8,720,000 in the
distribution costs and a drop of approximately 12.4% in staff
cost were recorded as compared with the corresponding costs in
the previous year.

Financial Resources and Liquidity

As at 31 March 2011, the Group did not maintain sufficient
liquid funds and had net current liabilities of approximately
HK$97,680,000 (2010: approximately HK$93,588,000). Cash
and bank balances were approximately HK$1,490,000 (2010:
approximately HK$5,627,000).
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Management Discussion & Analysis
EEENWR DN

As at 31 March 2011, the Group's total loans and borrowings
amounted to approximately HK$428,416,000 (2010:
approximately HK$369,745,000). Among the total amounts
of such loan and borrowings, approximately HK$87,454,000
(2010: approximately HK$73,650,000) was payable within one
year and approximately HK$340,962,000 (2010: approximately
HK$296,095,000) payable after one year.

On 9 November 2010, an additional loan facility of
HK$50,000,000 was granted from Billion Wealth (the substantial
shareholder of the Company) to the Company for the Group’s
working capital requirements. The loan facility granted by Billion
Wealth were interest-free and repayable after one year.

Subsequent to the end of the reporting period, on 10 November
2011, a loan facility with principal amount of not exceeding
HK$100,000,000 was granted to the Group from a company
wholly owned by an Executive Director of the Company, mainly
for the Group's working capital needs. Up to the date of this
report, the Group has not yet drawn down any amounts from
such loan facility.

As at 31 March 2011, the Group recorded a total deficiency in
capital of approximately HK$427,884,000 (2010: approximately
HK$386,418,000).
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Management Discussion & Analysis

BEEENWE DM

Capital Structure

Pursuant to an ordinary resolution passed by the shareholders
at the annual general meeting of the Company on 30 June
2010, the authorised share capital of the Company has been
increased from HK$200,000,000 divided into 4,000,000,000
ordinary shares of HK$0.05 each to HK$7,500,000,000 divided
into 100,000,000,000 ordinary shares of HK$0.05 each and
50,000,000,000 convertible preference shares of HK$0.05
each by the creation of 96,000,000,000 ordinary shares and
50,000,000,000 convertible preference shares of the Company.

Pledge of Assets

At 31 March 2011, no assets of the Group were pledged for loan
facilities granted to the Group (2010: Nil).

Exposure to Fluctuation in Exchange Rates and Any
Related Hedges

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

As at 31 March 2011, the total future minimum lease payments
under operating leases are payable as follows:
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Within one year —FNR 6,572 4,975
In the second to fifth year F_FEERF

inclusive (BEEEMF) 2,801 4,571

9,373 9,546

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

BUSINESS REVIEW AND PROSPECTS

In view of the fierce competition in the newspaper publication
market and the financial situation faced by the Group, the
management was under negotiation with other parties to
broaden its distribution network to extend its market coverage,
especially in the PRC market.

REHEFREAREREE THSE
WMAEYE AENMEENZHE -
RERBEECHOFHTIFHS=F"
HOMAE D EE -

FBOERRE

B ARBE LIRS HEEE . URA
=B @Y BN EREIEL
f AL BB A BT IR A K
FIEEEE BRI EHE TS

(=z—*%%

EXHIREEARAR )




. z

Management Discussion & Analysis
BEEENWR DT

To improve the financial situation of the Group, the management
will continuously take various cost control measures to ensure
the efficiency of the use of existing resources. On the other
hand, the management has conducting various negotiations
with the major loan providers to consider the proposal of
capitalization of most of the borrowings. Moreover, certain
financial institutions were also approached by the management
to access the possibility of fund raising activities by way of equity
financing.

On 27 May 2011, the Company was informed by the Stock
Exchange that the GEM Listing Committee has decided to
proceed to cancellation of the Company’s listing status pursuant
to Rule 9.15 of the GEM Listing Rules. The Company is required
to submit a viable resumption proposal within six months from
27 May 2011 to the Stock Exchange to demonstrate that the
Company has a sufficient level of operations and management
expertise on the business pursuits of the Company to warrant
the continued listing of the Company’s securities on the Stock
Exchange. On 11 November 2011, a resumption proposal was
submitted to the Stock Exchange for its consideration.

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

As at 31 March 2011, the Group employed 168 (2010: 187)
staffs who are normally situated in Hong Kong. Employee
remuneration, including directors’ remuneration, for the year
ended 31 March 2011 was approximately HK$30,019,000
(2010: approximately HK$34,257,000). The remuneration
packages of the Group’s employees are rewarded on individual
performance-related basis and by reference to the market
conditions.

DIVIDEND

The Directors do not recommend the payment of final dividend
for the year ended 31 March 2011 (2010: HK$Nil).

PURCHASE, SALE OR REDEMPTION OF SHARES

The Company has not redeemed any of its shares during the
year ended 31 March 2011. Neither the Company nor any of its
subsidiaries has purchased or sold any of the Company'’s shares
during the year ended 31 March 2011 (2010: Nil).
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The Directors submit herewith their report and the audited
financial statements of the Company and of the Group for the
year ended 31 March 2011.

PRINCIPAL ACTIVITIES

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

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 March 2011 is set
out in the consolidated statement of comprehensive income on
page 38 of the annual report.

No interim dividend was paid by the Company during the year.
The Directors do not recommend the payment of a final dividend
for the year ended 31 March 2011.

SHARE CAPITAL AND SHARE OPTIONS

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

RESERVES

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

Details of the movements in property, plant and equipment
and leasehold land of the Group are set out in note 16 to the
financial statements.

SUBSIDIARIES

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

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 March 2011, the aggregate amounts of
revenue attributable to the Group’s five largest customers and
largest customer represented approximately 20.9% and 14.2%
of the Group's total turnover. The purchases attributable to the
Group's five largest suppliers and largest supplier of the Group
were approximately 53.6% and 50.6% of the Group’s total
purchase, respectively.

During the year ended 31 March 2011, advertising income of
HK$7,234,000 (which represents approximately 17.1%) of the
Group's total turnover related to sales to connected parties,
of which either Mr. YEUNG Ka Sing, Carson, a substantial
shareholder of the Company, or Mr. MA Shui Cheong, an
Executive Director of the Company has deemed interests in these
connected parties. Further details of transactions with related
parties are set out in note 33 to the financial statements.

Saved as disclosed above, as far as the Directors are aware,
neither the Directors, their associates (within the meaning of the
Rules Governing the Listing of Securities on GEM of the Stock
Exchange (the “GEM Listing Rules”) nor those shareholders
which to the knowledge of the Directors own more than 5% in
the Company’s share capital had any interest in the five largest
customers and suppliers during the year ended 31 March 2011.
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DIRECTORS

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

Executive Directors

Mr.

Mr.

Mr.

Mr.

Mr.

Mr.

Mr.

Mr.

WONG Yue Kwan, Alan

MA Shui Cheong

YU Wai Ying, Sammy

LAU Henry

WONG Ching Yip

XIE Hai Yu

. TIAN Bing Xin

DONG Bao Qing

XU Dao Bin

. DENG Yu Hui

Non-Executive Directors

Mr.

Mr.

IP Wing Lun

WONG Chi Fai, Theodore

(retired on 30 June 2010)
(appointed on 13 May 2010)
(resigned on 5 August 2011)
(resigned on 5 August 2011)
(re-designated from independent

non-executive director on

13 May 2010 and

resigned on 5 August 2011)
(appointed on 5 August 2011)
(appointed on 5 August 2011)
(appointed on 5 August 2011)

(appointed on 15 August 2011)

(appointed on 15 August 2011)

(resigned on 15 August 2011)

(retired on 30 June 2010)
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Independent Non-Executive Directors

Mr. HUNG Yat Ming (resigned on 5 August 2011)
Mr. KONG Tze Wing
Mr. PAN Chik (resigned on 15 August 2011)

Mr. WONG Ka Chun, Carson (retired on 30 June 2010)

Mr. WONG Ching Yip (re-designated to executive
director on 13 May 2010)

Mr. LIU Shang Ping (appointed on 5 August 2011)

Mr. XU Wei (appointed on 15 August 2011)

DIRECTOR SERVICE CONTRACTS

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

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As at 31 March 2011, none of the Directors and chief executive
of the Company had any interests and short positions in the
shares, underlying shares or debentures of the Company or any
associated corporations (within the meaning of Part XV of the
SFO) as recorded in the register of the Company required to be
kept under section 352 of the SFO or notified to the Company
and the Stock Exchange pursuant to the required standard of
dealings by directors as referred to in Rule 5.46 of the GEM
Listing Rules.
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At no time during the year was the Company or its subsidiaries a
party to any arrangement to enable the Directors, their spouses
or children under 18 years of age to acquire benefits by means
of the acquisition of shares in, or debentures of, the Company or
any other body corporate.

SUBSTANTIAL SHAREHOLDERS

As at 31 March 2011, the persons or corporations (not being a
Director or chief executive of the Company) who had interests or
short positions (directly or indirectly) in the shares or underlying
shares of the Company which fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of
the SFO or who are substantial shareholders required to be kept
under Section 336 of the SFO or have otherwise notified to the
Company were as follows:
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Long (L)/ Approximate

Short (S) No. of shares of percentage of

Name of shareholders Capacity position the Company held shareholding
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YEUNG Ka Sing, Carson Held by controlled (L) 261,473,945 13.26%
("Mr. Yeung”) Corporation (Note)

BR# ([HrE]) ol N o 3 (L) 261,473,945 13.26%
(Htz)

Billion Wealth Group Limited  Beneficial owner (L) 261,473,945 13.26%
("Billion Wealth") (Note)

Billion Wealth Group Limited Ez#A A (L) 261,473,945 13.26%
([Billion Wealth |) (K1a2)
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Notes:

The 261,473,945 shares of the Company are held by Billion Wealth, a company
incorporated in the British Virgin Islands with limited liability. The entire issued
share capital of Billion Wealth is wholly and beneficially owned by Mr. Yeung.
These 261,473,945 shares of the Company were originally held by Strategic
Media International Limited ("Strategic Media"”), on 12 May 2010, all the shares
were taken over by Billion Wealth from Strategic Media by the execution of a
share charge, pursuant to a share charge agreement dated 23 April 2008 entered
between Billion Wealth and Strategic Media in relation with the loan facility of
HK$60,000,000 granted by Billion Wealth to the Company.

Save as disclosed above, as at 31 March 2011, the Directors are
not aware of any other person or corporation having an interest
or short position in the shares and underlying Shares of the
Company that was required to be recorded in the register under
Section 336 of the SFO.

DIRECTORS' INTEREST IN CONTRACT

No contracts of significance to which the Company or any of its
subsidiaries was a party and in which a director of the Company
had a material interest, which directly or indirectly, subsisted at
31 March 2011 or any time during the year.

COMPETING INTERESTS

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

CONVERTIBLE NOTE

Details of convertible note of the Group are set out in note 25 to
the financial statements.
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BOARD PRACTICES AND PROCEDURES

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

The Company has received, from each of the independent non-
executive Directors, an annual confirmation of his independence
pursuant to Rule 5.09 of the GEM Listing Rules. The Company
considers that all of the independent non-executive Directors is
independent.

PURCHASE, SALE AND REDEMPTION OF LISTING
SECURITIES

The Company has not redeemed any of its shares during the
year ended 31 March 2011. Neither the Company nor any of its
subsidiaries has purchased or sold any of the Company's shares
during the year ended 31 March 2011 (2010: Nil).

FIVE YEAR FINANCIAL SUMMARY

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

AUDIT COMMITTEE

An Audit Committee was established to review the Group’s
financial reporting, internal controls, and corporate governance
and risk management matters and to make relevant
recommendation to the Board.

Currently, the Audit Committee comprises three independent
non-executive directors, namely Messrs. LIU Shang Ping (as the
chairman of the Audit Committee), KONG Tze Wing and XU
Wei.
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Mr. LIU Shang Ping and Mr. XU Wei have been appointed as
independent non-executive directors of the Company with
effect from 5 August 2011 and 15 August 2011, respectively,
to replace Mr. HUNG Yat Ming (resigned as independent non-
executive director of the Company on 5 August 2011) and Mr.
PAN Chik (resigned as independent non-executive director of
the Company on 15 August 2011) as members of the Audit
Committee.

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

The Group’s annual results for the year ended 31 March
2011 have been reviewed by the Audit Committee. The Audit
Committee is of the opinion that the financial statements of the
Company and the Group for the year ended 31 March 2011
comply with applicable accounting standards, GEM Listing Rules
and that adequate disclosures have been made.

SUFFICIENCY OF PUBLIC FLOAT

The Company maintained a sufficient public float throughout the
year ended 31 March 2011.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles
of Association of the Company (the “Articles”) or the laws of
Cayman Islands, which would oblige the Company to offer new
shares on a pro-rata basis to existing shareholders.

EVENTS AFTER REPORTING PERIOD

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

The financial statements were audited by BDO Limited.

A resolution will be submitted to the forthcoming annual general

meeting of the Company to re-appoint Messrs. BDO Limited as
auditor of the Company.

On behalf of the Board

SMI Publishing Group Limited
MA Shui Cheong

Managing Director

Hong Kong, 20 December 2011
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The Company is committed to maintaining good corporate
governance standard and procedures to ensure the integrity,
transparency and quality of disclosure in enhancing the
shareholders’ value.

COMPLIANCE WITH THE CODE ON CORPORATE
GOVERNANCE PRACTICES

During the year ended 31 March 2011, the Company was in
compliance with the code provisions as set out in Appendix
15: “The Code on Corporate Governance Practices” (the “CG
Code”) of the GEM Listing Rules, except for the following:

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

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

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

Save as those mentioned above, in the opinion of the Directors,
the Company has met with the code provisions as set out in the
CG Code during the year ended 31 March 2011.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the required standards of dealings
regarding securities transactions by Directors as set out in Rules
5.48 to 5.69 of the GEM Listing Rules. All of the Directors have
confirmed that they have complied with the required standards
as set out in the GEM Listing Rules during the year ended 31
March 2011.

BOARD OF DIRECTORS

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

The Board currently consists of nine Directors including six
Executive Directors, and three Independent Non-executive
Directors:

Executive Directors

Mr. XIE Hai Yu

Mr. TIAN Bing Xin
Mr. DONG Bao Qing
Mr. XU Dao Bin

Mr. DENG Yu Hui
Mr. MA Shui Cheong
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Independent Non-executive Directors

Mr. LIU Shang Ping
Mr. KONG Tze Wing
Mr. XU Wei

The Board members have no financial, business, family or other
material or relevant relationships with each other. A balanced
Board composition is formed to ensure the existence of a
strong independency across the Board and to meet with the
recommended practice under the CG Code for the Board to have
at least one-third of its members comprises of independent non-
executive directors. The biographical information of the Directors
are set out on page 5 of this annual report under the section
headed “Biographical Information of Directors”.

Chairman and Chief Executive Officer
Ms. YIP Rossetti has been appointed as the chief executive officer
of the Company since 28 September 2009 and ceased to be so

after 31 July 2011.

Mr. XIE Hai Yu has been appointed as the Chairman of the
Company on 5 August 2011.
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Independent Non-executive Directors

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

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

Board Meetings
There were total of 6 Board meetings held during the year.

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

BAFHITES

CEBUIFRTEEHATEEB
AL BREFERSTSERBZL
B ABRENTESE R LBE
RERATIE - ZBYIERTESE
HBIYMMARGBREFERRE
MARBRBESZHBEIZER LT
AIZE5.091IBE T2 B AL -

B IFTE FWIFRIEE TR
HARNEEZTRAMIERBERK
g LER ARREARNBES=F2D
WESE—

S
IN ©

EEeNFREEITHOREHE @5
EE=ENFAL %SE%ZHjW$ZZDT:

Number of attendance

Name of Director EEpE R #
Mr. KONG Tze Wing L FEREAE 5/6
Mr. WONG Yue Kwan, Alan (Note 1) TR EE (Hatr) 0/2
Mr. YU Wai Ying, Sammy (Note 4) RIBR S E (M it4) 0/6
Mr. WONG Ching Yip (Note 2) FIERESE & (H7E2) 6/6
Mr. HUNG Yat Ming (Note 4) B RREE (K it4) 5/6
Mr. IP Wing Lun (Note 5) %/ﬂdma S (HEE5) 6/6
Mr. WONG Chi Fai, Theodore (Note 1) BEEESLAE (K1) 0/2
Mr. PAN Chik (Note 5) & BB (H7E5) 6/6
Mr. WONG Ka Chun, Carson (Note 1) BRBEE (HaET) 2/2
Mr. LAU Henry (Note 4) ZImE LA (B it4) 3/6
Mr. MA Shui Cheong (Note 3) B ke (HiE3) 6/6
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Notes:

1. Mr. WONG Yue Kwan, Alan , Mr. WONG Chi Fai, Theodore and Mr. WONG
Ka Chun, Carson were retired on 30 June 2010.

2. Mr. WONG Ching Yip was re-designated as Executive Director of the
Company on 13 May 2010 and resigned on 5 August 2011.

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

4. Mr. YU Wai Ying, Sammy, Mr. LAU Henry, and Mr. HUNG Yat Ming resigned
on 5 August 2011.

5. Mr. IP Wing Lun and Mr. PAN Chi resigned on 15 August 2011.

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

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

INTERNAL CONTROL

The Board is entrusted with an overall responsibility of devising
the Company’s system of internal controls and conducting an
annual review of its effectiveness. This ensures that the Board
oversees and monitors the Group's overall financial position so
that the interests of the shareholders are well protected and
covered. The system of internal controls covers the areas of
financial, operational, compliance and risk management of the
Group’s business.
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With respect to procedures and internal controls for the handling
of and dissemination of price-sensitive information:

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

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

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

AUDIT COMMITTEE

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

The Audit Committee comprises three Independent Non-
executive Directors, namely Mr. LIU Shang Ping (as the chairman
of the Audit Committee), Mr. KONG Tze Wing, and Mr. XU Wei.

During the year, Mr. WONG Ching Yip was re-designated to
Executive Director on 13 May 2010 and Mr. WONG Ka Chun,
Carson was retired on 30 June 2010.

Mr. LIU Shang Ping and Mr. XU Wei have been appointed as
independent non-executive directors of the Company with
effect from 5 August 2011 and 15 August 2011, respectively,
to replace Mr. HUNG Yat Ming (resigned as independent non-
executive director of the Company on 5 August 2011) and Mr.
PAN Chik (resigned as independent non-executive director of
the Company on 15 August 2011) as members of the Audit
Committee.
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The Group's audited annual results for the year ended 31 March
2011 have been reviewed by the Audit Committee, which was
of the opinion that the preparation of such results complied with
the applicable accounting standards and requirements and that
the adequate disclosures have been made.

Four meetings of the Audit Committee were held during the year

AREBHEE - T——F=A=+—H
HFEZREREFEEDEHEZ
ZESEHN - BREEERE %5
BrREFABERZETERMRE
WEELEE 2 HEE-

BE-2-—F=A=t-ALFE

ended 31 March 2011. Attendance of the members is set out EEITIMABZEESESH ZKE
below: HERFH T

Number of

attendance
Audit Committee Member ERZEEERE HE IR E
Mr. KONG Tze Wing L FeR%HE 4/4
Mr. HUNG Yat Ming (Note 3) A HBR%E (H523) 4/4
Mr. WONG Ching Yip (Note 1) FiREERE (Ka2T) 0/1
Mr. PAN Chik (Note 3) & BEE (KFE3) 4/4
Mr. WONG Ka Chun, Carson (Note 2) BERBEILE (Kit2) 1/1
Note: it -

1. Mr. WONG Ching Yip was re-designated as Executive Director on 13 May
2010 and resigned on 5 August 2011.

2. Mr. WONG Ka Chun, Carson was retired on 30 June 2010.

3. Mr. HUNG Yat Ming and Mr. PAN Chik resigned on 5 August 2011 and 15
August 2011 respectively.

NOMINATION OF DIRECTORS

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

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

1. FEEEER-_T-TFRAT=BKH
ERATERF YN _—_T——F/\ARA
Bt

3. HABBEERERBEEDHIN —T——F
NAEBER-Z——F N \A+HRABET-

REES

RERREHEER  EFFKT IR

L}\iz;éﬁ A RE TR R - BE
KRBEERST  FHREENERE

&/@ZEM?}%@%Z%&%

N AREEEERARTERIE
REMBEFTE 2 NE - A ARFR
R ERIIEREE®-

(=z—*%%

EXHIREEARAR )




. O 2

Corporate Governance Report
A M“Aiﬁﬂ:

REMUNERATION OF DIRECTORS

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

The Remuneration Committee is mainly responsible for making
recommendations to the Board on the remuneration system of
the Company with written terms of reference. The Remuneration
Committee currently comprises three Independent Non-executive
Directors, namely, Mr. LIU Shang Ping (as the chairman of the
Remuneration Committee), Mr. KONG Tze Wing, and Mr. XU
Wei.

Mr. LIU Shang Ping and Mr. XU Wei have been appointed as
independent non-executive directors of the Company with
effect from 5 August 2011 and 15 August 2011, respectively,
to replace Mr. HUNG Yat Ming (resigned as independent non-
executive director of the Company on 5 August 2011) and Mr.
PAN Chik (resigned as independent non-executive director of the
Company on 15 August 2011) as members of the Remuneration
Committee.

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

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

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

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

BB <
REBEER © BBAD TR MATA R
2 BERS R IER R B e 85
mF :

Fee paid/payable

Services rendered Fri IR 7% B EAER
HK$'000
BT T
Audit services EaT R 1,150
Non-audit services IERET AR 75 182
DIRECTORS’ RESPONSIBILITIES FOR THE EEYMKRRZERE

FINANCIAL STATEMENTS

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

The Directors’ responsibilities in preparing financial statements
and the auditor’s responsibilities are set out in the Independent
Auditor’s Report on pages 34 to 37 of this annual report.
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IBDO

Tel : +852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk

EEE ¢ +852 2218 8288
{HE : +852 2815 2239
www.bdo.com.hk

We were engaged to audit the consolidated financial statements
of SMI Publishing Group Limited (the “Company”) and its
subsidiaries (collectively referred to as the "Group”) set out
on pages 38 to 139, which comprise the consolidated and
company statements of financial position as at 31 March 2011,
and the consolidated statement of comprehensive income,
the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended,
and a summary of significant accounting policies and other
explanatory information.

DIRECTORS' RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITOR'S RESPONSIBILITY

Our responsibility is to express an opinion on these
consolidated financial statements based on conducting the
audit in accordance with Hong Kong Standards on Auditing.
Because of the matters described in the basis for disclaimer
of opinion paragraphs, however, we were not able to obtain
sufficient appropriate audit evidence to provide a basis for an
audit opinion. This report is made solely to you, as a body, in
accordance with the terms of our engagement, and for no other
purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

25t Floor Wing On Centre
111 Connaught Road Central
Hong Kong
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EREBRRZR AR
(1) SBERF -ELEMBZEE

BASIS FOR DISCLAIMER OF OPINION

(1) Scope limitation — borrowings under dispute

Included in the borrowings of the Group and of the
Company as at 31 March 2011 are borrowings of
approximately HK$23,367,000 and HK$13,910,000; and
as at 31 March 2010 were borrowings of approximately
HK$23,090,000 and HK$13,691,000, respectively due
to several parties. Included in the finance costs in the
statements of comprehensive income of the Group and the
Company for the year ended 31 March 2011 are accrued
interest expenses of approximately HK$277,000 and
HK$219,000; and for the year ended 31 March 2010 were
accrued interest expenses of approximately HK$277,000
and HK$219,000, respectively based on the amounts due
and the applicable interest rates. As discussed in Note
24(b) to the consolidated financial statements, the Group
and the Company are in dispute with these parties over
these balances. Management makes no representation
on the accuracy of these borrowings as there was either
no formal agreement entered or there was no evidence
of such arrangement in the past. We were unable either
to obtain direct confirmations from these parties or other
supporting evidence to satisfy ourselves as to whether the
borrowings and interest expenses are free from material
misstatement because these lenders were either no longer in
contact with the Group or did not reply to our confirmation
requests. There was no other satisfactory audit procedure
that we could adopt to satisfy ourselves as to whether the
borrowings and interest expenses were fairly stated, which
would have a consequential effect on net current liabilities
and net liabilities of the Group and the Company as at 31
March 2011 and their losses for the year then ended. We
qualified our opinion in respect of a similar limitation of
scope in the auditor’s report dated 21 June 2010 for the
year ended 31 March 2010. Therefore, the comparative
amounts may not be comparable and any adjustment to
these amounts may also have a consequential effect on the
opening balance of the accumulated losses of the Group
and the Company at 1 April 2010 and their results for the
year ended 31 March 2011.
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(2 ERAFEACEEERRGEEY

(2) Appropriateness of using going concern basis in

preparing the consolidated financial statements

The Group sustained consolidated loss for the year of
HK$50,316,000 for the year ended 31 March 2011. At
31 March 2011, the Group had consolidated net current
liabilities and net liabilities of approximately HK$97,680,000
and HK$427,884,000, respectively. These conditions indicate
the existence of a material uncertainty which may cast
significant doubt about the Group’s ability to continue as a
going concern.

As explained in Note 2 to the consolidated financial
statements, the Directors have adopted or plan to adopt
certain measures (the “Measures”) in order to improve
the Group’s financial and cash flow positions and to
maintain the Group as a going concern. The Directors have
prepared a cash flow forecast for the next twelve months
(the “Forecast”) based on certain underlying assumptions
including obtaining adequate funding from a loan facility
granted by a company owned by an executive director
(the “Lender”). The Directors are of the opinion that the
Measures will be successfully implemented.

These financial statements have been prepared on a going
concern basis, the validity of which depends upon the
successful outcome of the Measures to be undertaken in
order to satisfy the Group’s working capital needs and
improve its cash flow position. However, the Directors are
unable to obtain sufficient information from the Lender
to satisfy us that the Lender is able to provide the loan
facility. Accordingly, we are unable to determine whether
the underlying assumptions of the Forecast are valid and
therefore whether it is appropriate to use the going concern
basis in preparing the consolidated financial statements.
There were no other satisfactory audit procedures that we
could adopt in this regard.
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Should use of the going concern basis in preparing the
financial statements be determined to be inappropriate,
adjustments might have to be made to reduce the value
of assets to their recoverable amounts, to provide for any
further liabilities which might arise and to reclassify non-
current assets and liabilities as current assets and liabilities,
respectively.

DISCLAIMER OF OPINION

Because of the significance of the matters described in the “Basis
for Disclaimer of Opinion” paragraphs, we have not been able to
obtain sufficient appropriate audit evidence to provide a basis for
an audit opinion. Accordingly, we do not express an opinion on
the consolidated financial statements. In all other respects, in our
opinion the consolidated financial statements have been properly
prepared in accordance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BDO Limited

Certified Public Accountants

Choi Man On

Practising Certificate number P02410
Hong Kong, 20 December 2011
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ConSO“dated Statement Of ComprehenSive Income For the year ended 31 March 2011
%ééﬁuﬁﬁi BT —F=A=1—HIFFE

2011 2010
—B——fF —E—FF
Notes HK$000 HK$'000
iogza BT T BT T
Turnover EER 7 42,392 35,108
Cost of sales HEKA (55,541) (55,060)
Gross loss EBEEH (13,149) (19,952)
Other revenue and H A R
other gain H bz 8 1,659 8,401
Distribution costs BT A (2,068) (10,788)
Administrative and other THRHEAM
operating expenses EEMRX (25,347) (23,022)
Finance costs B 3 B A 9 (23,022) (20,721)
Loss before income tax BRATS B AIE 1B 10 (61,927) (66,082)
Income tax FR8®H 11 11,611 2,339
Loss for the year FEEER (50,316) (63,743)
Other comprehensive income HftZ2EU A - -
Total comprehensive income FE2ME
for the year LNt (50,316) (63,743)
Loss for the year and total FEEBEBERELNT
comprehensive income for BEAEBREE
the year attributable to 2HEWA
owners of the Company LR (50,316) (63,743)
Dividend '@ = -
Loss per share BREE 15
Basic and diluted BERKREE (2.55 centsfil) (5.03 centsflll)

(SMI Publishing Group Limited Annual Report 2011 )
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Consolidated Statement of Financial Position .51y 2017

MmETBMRRR oo s

2011 2010 2009
—E——-F —E-TF “EENF
Notes HK$'000 HK$000 HK$'000
K et BETT BT T BEF T
(Restated) (Restated)
(&%) (E5)
ASSETS AND LIABILITIES BEERERE
Non-current assets FRBEE
Property, plant and mE - -BER
equipment B 16 2,697 3,274 2,372
Interest in an associate RN—EBERF
% 18 — - -
Deposits and prepayments He RERMNKE 20 8,061 - -
10,758 3,274 2,372
Current assets REEE
Inventories "E 19 238 - -
Trade and other ZE5kEAM
receivables JE U FR IR 20 9,017 8,623 7,840
Cash and cash equivalents RekBAeFEEEE 27 1,490 5,627 235
10,745 14,250 8,075
Current liabilities REBEE
Borrowings e 24 87,454 71,736 60,218
Convertible note R EE 25 - 1,914 37,131
Trade and other payables B REMENRE 22 20,483 22,098 26,769
Taxation THIA 23 488 12,090 12,274
(108,425) (107,838) (136,392)
Net current liabilities REBEEFRHE (97,680) (93,588) (128,317)
TOTAL ASSETS LESS EEHERRE
CURRENT LIABILITIES afE (86,922) (90,314) (125,945)
Non-current liabilities *kRBEE
Borrowings B8 24 340,962 296,095 237,412
Deferred tax liabilities RiERIBEE 23 = 9 2,348
(340,962) (296,104) (239,760)
NET LIABILITIES BEFE (427,884) (386,418) (365,705)
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2011 2010 2009
—E——F —ET-FF —ETNF
Notes HK$'000 HK$'000 HK$'000
HaF BETFT BT T BT T
(Restated) (Restated)
(E51) (&%)

CAPITAL AND RESERVES EXR#EE
Share capital e 26 98,584 97,584 49,584
Reserves A 27 (526,468) (484,002) (415,289)
DEFICIENCY IN CAPITAL BEXREH (427,884) (386,418) (365,705)

(SMI Publishing Group Limited Annual Report 2011 )
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Statement of Financial Position .../ v 201

/E\ji%;lﬁiﬂl’%% R-EBE-——F=H=1+—H

2011 2010
—E——F —E-EF
Notes HKS$000 HK$000
K1 it B TF T BT T
ASSETS AND LIABILITIES EEREE
Non-current assets kRBEE
Interests in subsidiaries NP 17 = -
Current assets REBEE
Other receivables H b W 3k IE 20 = 552
Current liabilities REEE
Borrowings BE 24 78,410 62,692
Convertible note Al A% iR 25 = 1,914
Other payables H {th FE N FRIB 22 5,998 5,153
Amounts due to subsidiaries FEAS B /B A B 5RIB 17 3,004 1,819
(87,412) (71,578)
Net current liabilities REBEEFHE (87,412) (71,026)
TOTAL ASSETS LESS CURRENT B ELFERAHERE
LIABILITIES (87,412) (71,026)
Non-current liabilities kRBEE
Borrowings BE 24 296,240 252,890
Deferred tax liabilities RERIBEEE 23 - 9
(296,240) (252,899)
NET LIABILITIES BEFE (383,652) (323, 925)
CAPITAL AND RESERVES EXK#E
Share capital fi% 7 26 98,584 97,584
Reserves {1 27 (482,236) (421,509)
DEFICIENCY IN CAPITAL B R E A (383,652) (323,925)

Approved and authorised for issue by the board of directors on

20 December 2011.

MA Shui Cheong

I% % E
Director

EF

e R SRR T B o

TIAN Bing Xin
RS
Director

EF

RZTE——F+-_A-_t+HEEES

(=z—*%%
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Consolidated Statement of Changes in Equity s teear enceo 31 march 2011

MEBRBER oov oo uee

Attributable to owners of the Company

ENGE 2PN
Convertible
Share Share  note equity Shareholders’ Exchange Distributable ~Accumulated
capital premium reserve  contributions reserve reserve losses Total
TRRRE THATK
& R EE ERRE BRRLE EjifE 1 2RER @it
Notes HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$ 000
Mt FETT BETT BETFT BETT BETFT BETT BETFT BETT
At 1 April 2009 R-ETNFMA-B 49,584 127,764 18,520 72,894 3 231300 (865850)  (365,705)
Total comprehensive income FERENAEE
for the year - - - - - - (63,743) (63,743)
Conversion of convertible note BRI HRER 48,000 12,809 (17,779) - - - - 43,030
At 31 March 2010 and WZE-TFE=A=+-HkK
1 April 2010 “Z-TFMA-A 97,584 140,573 M 72,894 43 231,340 (929,593) (386,418)
Capital portion of advance from ~ FERREFHZ
a substantial shareholder BARHH - - - 10,726 - - - 10,726
Release of shareholders' A-2REZ
contributions resulted from BRI
change in terms of FEMAL
a shareholder's loan RELE - - - (2,876) - - - (2,876)
Total comprehensive income FEEARAEE
for the year - - - - - - (50,316) (50,316)
Conversion of convertible note ~~ E# A HRE % 25 1,000 370 (370) - - - - 1,000
Expiry of convertible note ERERH 25 - - (371) - - - 37 -
At 31 March 2011 WZE-—%=A=1+-H 98,584 140,943 - 80,744 43 231,340 (979,538) (427,884)

CSMI Publishing Group Limited

Annual Report 2011 )
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B

conSOIidated Statement Of CaSh FIOWS For the year ended 31 March 2011
%éiﬁﬁﬁié‘% BE_FT——F=FA=1—HIFE

2011 2010
—E——fF —E-ETF
Notes HK$'000 HK$'000
i B TFT BT T
OPERATING ACTIVITIES REXK
Loss before income tax BRATSHI RIS (61,927) (66,082)
Adjustments for: EE
Depreciation e 821 1,205
Finance costs B ISR 13,936 20,721
Provision for impairment B 5 WK
loss on trade receivables BEBBEE 55 278
Imputed interest expense/ HithEEZ#HE
(income) on other FERZ,
borrowings (WA 9,086 (6,000)
Reversal of other payables 12 [0] L & < R IE (205) (850)
Reversal of provision for 12 01 75 18 51 5K
tax penalty B (628) -
Gain on disposal of HEWE BE KR
property, plant and REZ
equipment Wz - (6)
Impairment on property, M- BB &
plant and equipment w2 RE = -
Write down of inventories WoRFE - -
OPERATING LOSS BEFORE EEES
CHANGES IN WORKING RE AT Z
CAPITAL REEE (38,862) (50,734)
Increase in inventories 17 &4 hn (238) -
Increase in trade and other B 5 Rk E A EI
receivables IR AN (8,510) (1,061)
Decrease in trade and other B 5 & E MR
payables RIER D (1,776) (3,821)
CASH USED IN OPERATIONS ¥(¥fiiEA 2B £ (49,386) (55,616)
Interest paid 2ATH E (352) (121)
Tax paid BN IE - (184)
NET CASH USED IN RETEMERAZ
OPERATING ACTIVITIES ReFHE (49,738) (55,921)
INVESTING ACTIVITIES BREEK
Payment for the purchase BAME BFE K
of property, plant and Rigi= vl
equipment (NEN (244) (2,107)
Proceed for disposal of HEME BE K&
property, plant and RS
equipment A - 6
NET CASH USED IN REEBHEAZ
INVESTING ACTIVITIES ReFHE (244) (2,101)

(=z—*%%
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CO“SOIidated Statement Of CaSh FIOWS For the year ended 31 March 2011
%éiﬁﬁﬁii BE—FT——F=F=1—HIFFE

2011 2010
—E——F —E-FF
Notes HKS$000 HK$000
K1t BT T BB TF T
FINANCING ACTIVITIES mEER
Proceeds from borrowings BEFSHIA 56,352 67,903
Repayment of borrowings EBEEE (10,507) (4,489)
NET CASH GENERATED FROM R®EEKEL >
FINANCING ACTIVITIES B& R 45,845 63,414
(DECREASE)/INCREASE HERBELEEEE
IN CASH AND CASH (Rd)
EQUIVALENTS #2 40 (4,137) 5,392
CASH AND CASH REAMZRER
EQUIVALENTS AT BEZEE
BEGINNING OF YEAR 15 B 5,627 235
CASH AND CASH RERZRER
EQUIVALENTS AT BeEEE
END OF YEAR EH 21 1,490 5,627

CSMI Publishing Group Limited Annual Report 2011 )
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NOteS tO the FinanCiaI Statements For the year ended 31 March 2011

I HMRINEE oeevonmrnses

GENERAL INFORMATION

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

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

The principal activities of the Company and its subsidiaries
(collectively referred to as the “Group”) are the publication
of newspapers and books as well as provisions of advertising
services.

The Directors consider Billion Wealth Group Limited (“Billion
Wealth"), which is incorporated in the British Virgin
Islands, is the ultimate holding company and a substantial
shareholder of the Company with effect from 12 May 2010
and up to the end of the reporting period. In the prior year,
Strategic Media International Limited (“Strategic Media”),
which is incorporated in the British Virgin Islands was the
ultimate holding company and a substantial shareholder of
the Company.

On 29 June 2011, an incident relating to a shareholder of
Billion Wealth which could have materially affected the
financial statements of the Group and the Company was
reported by the media. Revisions have subsequently been
made by the Directors to the disclosures in the consolidated
financial information as at 31 March 2011 which was
previously included in the preliminary result announcement
on 28 June 2011. In preparing the consolidated financial
statements to reflect how the Directors have addressed the
possible financial effects of this incident (see Note 2).

—REH

EXHMREBARAR (AR
Al ARRASESEMKRILZ
MAERRR - B OB B &l
IR T o SEM S R 3 3k /3 Cricket
Square Hutchins Drive, P.O. Box
2681, Grand Cayman KY1-1111,
Cayman Islands' MARRZEE
EEME AN E BN RSN ES
5| = B K B 318 -

AP BMRARNRAIZEE
EREZD-

ARBIREWME QTR (F5HE [ AL
BD2EBXBA/HRBERS
AR RHES R -

BEERE BT ZTFRA+=
HEEHRSEHRE REBREX
Bt & 7 X 32 2 Billion Wealth
Group Limited ( [Billion Wealth | )
BARNBZ&EERAARE
LRT R - A 1B & F E - Strategic
Media International Limited
([Strategic Media | REBRL
BHEIMKLZAR) AERRTFZ
BEERARREERE -

RZFE——F AT B HE
¥ 38 — {4 EBillion Wealth— & %
REBEH ZBHEEAS
BRAARBCHBHREREEEKXR
NE-BERBEDYHENN-Z
——FRNAZFTNBEL S
XBERAMRARBEERN T ——
FZRA=+—BHZHEAVKER
ZBBRELIEE] - RIRRERE W75
BRBESRERESNAELZS
U2 BENBTE (FAME2) -

(=z—*%%
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NOteS tO the FinanCiaI Statements For the year ended 31 March 2011

PIBEHRRINEE oeevonmrnves

BASIS OF PREPARATION

The Group sustained consolidated loss for the year of
approximately HK$50,316,000 (2010: approximately
HK$63,743,000) for the year ended 31 March 2011. At
31 March 2011, the Group had consolidated net current
liabilities and net liabilities of approximately HK$97,680,000
(2010: approximately HK$93,588,000) and approximately
HK$427,884,000 (2010: approximately HK$386,418,000),
respectively. These conditions indicate the existence of a
material uncertainty that may cast significant doubt about
the Group's ability to continue as a going concern.

In the prior year, the Group were financially supported by
Billion Wealth. Subsequent to the reporting period, the
shareholder of Billion Wealth reported that he may be
unable to deal with the loans granted by Billion Wealth to
the Group. In addition, he may also unable to offer any
new financial support to the Group. In order to address this
situation, management has successfully obtained financial
support from other new investor as outlined below.

In view of the liquidity problems faced by the Group, the
Directors have adopted or plan to adopt the following
measures in order to improve the Group’s financial and
cash flow positions and to maintain the Group as a going
concern:

(@) a loan facility of HK$100,000,000 was granted by
a company owned by an executive director (the
“Lender”). The loan facility granted is mainly for the
Group’s working capital at present. The Directors plan
to seek further financial support, when necessary, from
the Lender to provide adequate funds for the Group to
meet its liabilities as when they fall due in the future;

mREE

HE-_Z——%=ZA=+—81
FE - AEERSFERAEBE
#4975 #50,316,000c (—Z &2 —Z
O 475 #£63,743,000T) o A =
T-——F=Zf=+—H A&£EH
ZEERBDAGEFERAGBEFHE
o R4 A7B#97,680,0000T (==&
—ZF 4978 %93,588,0007T) &
475 8427,884,000T (—ZE—Z
@ #975%5386,418,0007T ) ° %5
BRERGEAEHASEESE
B E W RE N RERK B KRR 8 /Y
BEARTHBARZ-

REF - ANEEEBillion WealthiZ
BB 7% 2 55 o I R 45 HB 7% - Billion
WealthZ i% 58 5 7% H 7] 88 8% 5
EBillion Wealthi T A& B v &
oo HpaJ e L A A S E
REEAF B BEALE
N EREDKIBEMIIEESE
BEHBZE #MINET -

BENAEEBFAY CRBES
EIR8 - EEEIRATEIFEUAT
EENEAEE B REESR

SRR UARSAREEEENFE

BEEg:

@ BH-—EBHTESFEHEEAZ
NA(THRAD) IRE B
100,000,000TT E A @ & « /&
R EFRESRREEER
EAEB s EEER EEAT
SEEFTENBER T MBE
ASFE—FUBEZFR BA
SERHARZCESUEN
HRAREBzEBE:
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NOteS tO the FinanCiaI Statements For the year ended 31 March 2011

PIBHMRINEE oeevonmrnses

BASIS OF PREPARATION (Continued)

(b) the Directors have identified and have been negotiating
with the potential investor for proposed capital injection
arrangements; and

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

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

Should the Group be unable to successfully implement the
above measures and continue as a going concern, it may
be unable to continue realising its assets and discharging
its liabilities in the normal course of business. Adjustments
would have to be made to restate the values of the
assets to their recoverable amounts, to provide for any
further liabilities which might arise, and to reclassify non-
current assets and liabilities as current assets and liabilities
respectively. The effects of these adjustments have not been
reflected in the financial statements.

MR EE ()

(b)) EFERBFBIELHRES
BEREE W RAETE
[

(0 EFEHEMZERANEFE
i AR D — BRIT R > &
BN

EERR FRVETZFRIE
& AEE/EREREREER
AERMERKZEEES REM
MEFE -EFRA LAERES
RIEE - FHit EER/RFE
REEERUV B HRERIBRE

fi N 52 B R BE AR B 1T Ll 15 e
RAEEIRSEREERE  QIn gL E
FHEENAEXGBAREPERA
BEMERHEAE WAFELHE
UKHEEEZBEESZE A WO
TR REAAIREEL CEBAE
tELEE  UHKERBEERAE
DRIEF D BRRDEENEE-
ZEHBEZRZEL KRR I
AT -
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NOteS tO the FinanCiaI Statements For the year ended 31 March 2011

/\Zlhi%ﬁéélgﬂ-? BE—F——F=A=1—HILFE

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

(a) Adoption of new/revised HKFRSs - effective

1 January 2010

HKFRSs
(Amendments)

Amendments to
HKAS 32

Amendments to
HKFRS 2

HKAS 27 (Revised)

HKFRS 3 (Revised)

HK(IFRIC) —
Interpretation 17

HK Interpretation 5

Improvements to HKFRSs

Classification of Rights Issues

Share-based Payment —
Group Cash-settled
Share-based Payment
Transactions

Consolidated and Separate
Financial Statements

Business Combinations

Distributions of Non-cash
Assets to Owners

Presentation of Financial
Statements — Classification
by Borrower of a Term
Loan that Contains a
Repayment on Demand
Clause

Except as explained below, the adoption of these new/
revised standards and interpretations has no significant
impact on the Group’s financial statements.

KRB BUBREE
MR ERER])

(&

(a) BRAHETRIETE R

BBREEA-—_F—FF
—B—B&EX

EENBREED HEAMBRE
(BEIA) BRI 7 Bt

HEBQHERN HR2HE
F3R BT

HEEMBRE BROIERE-
ERIER 2 SR RE
EH] %Z&Piﬁ

BER%

BEEEHE] %é&%ﬁ%%
7% EES
(#&183])

BERRBRE TEAH
A 3%

(&13T)

BE(BREE  mEBADK
BERE FHREBE
ZEE)-RE

F17%
BAREESR  MHBRRZER
—fERAY
BEREX
EREZ
EHEFZ
NE

BT XFTHEAEIN RN F
Al BT ERI R R R Y
AEBzUWBHBRRALBEEKN

22 480
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NOteS tO the FinanCiaI Statements For the year ended 31 March 2011

PIBHMRINEE oeevonmrnses

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

(a) Adoption of new/revised HKFRSs — effective 1
January 2010 (Continued)

HKAS 17 (Amendments) — Lease

As part of Improvements to HKFRSs issued in 2009,
HKAS 17 has been amended in relation to the
classification of leasehold land. Before the amendment
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
statement of financial position. The amendment to
HKAS 17 has removed such a requirement and requires
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.

The Group has reassessed the classification of unexpired
leasehold land as at 1 April 2010 on the basis of
information existing at the inception of those leases,
and recognised the leasehold land in Hong Kong as
finance lease retrospectively. Accordingly, the Group
has reclassified these interests from “Prepaid land
lease payments” to “Property, plant and equipment”.
These amendments had no impact on the Group’s
accumulated losses and current year results.

KRB BMBRERED ([F
EMBREEA]) (F)

(a) JAHT BT BB

BaE R - — BB
— A —BAEN ()

EBEFTERAE175 (85T
K)-HE

EAER_ZEENFEMZH
BB MG ER 2 E
— 8o BEGEHERE 7
HEHHEEL Mz D FEED
1BE] - BB SFIERFE 175
ERERT AT AR BIAKHEE
TS EAKLEHE  WHE
BRAEXRE I RENEE
R BBEBLFTEAE 1798
ZIEFTEMBRBRAESR IR
EHELTHEZEBSFE
BRI 7% sl 2 — R R B9
R TwmEEEEREEN
2 RNE D BB KBRS
BEEBTEBEAC

AKECREABBEER L
RERFEIER  EFFER
—E-TFNUA-HEHEHAKED
Mz BEL Mz D WK
REBZHEELHERER
SREME -RHit AEED
KzSkah BNt HEE
NHIEHF I BEDE K
FEh#&E] HFEITHAE
Bz REBEMNEEES

e
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~
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PIBEHMRINEE oo sonmrnves

3. ADOPTION OF HONG KONG FINANCIAL 3. RN EBUBHREERN([F
REPORTING STANDARDS (“HKFRSs”) B EHREER]) (&)
(Continued)

(a) Adoption of new/revised HKFRSs — effective 1 (a) FRMFE]RIETEHBE
January 2010 (Continued) BREEA-—_F—FF

—A—BER (&)

The effects of the above changes are summarised b2 | M L) o =73 (T S
below:
2011 2010
—E-—fF —E-EF
HK$000 HK$000
BT T BB F T
Consolidated statements of BEZE=A=+—H
comprehensive income for LtFEZHE
the year ended 31 March 2E KSR
Decrease in amortisation of TS + 8 SH R
leasehold land (2) (3)
Increase in depreciation of M BE R E
property, plant and equipment PFreE g AN 2 3

Consolidated statements of WR=A=+—82
financial position at 31 March &Z&MBEMRREK

Decrease in leasehold land HE LR (110) (112)
Increase in property, plant and M- HEKR
equipment Bl
— At cost — B 7R 135 135
— Accumulated depreciation —RFHITE (25) (23)

(SMI Publishing Group Limited Annual Report 2011 )
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I HMRINEE oeevonmrnses

3. ADOPTION OF HONG KONG FINANCIAL 3. R EBUBHREERN([F
REPORTING STANDARDS (“HKFRSs") B EHREER]) (&)
(Continued)

(a) Adoption of new/revised HKFRSs — effective 1 (a) R LIBTEBH
January 2010 (Continued) BHREE-—_FT—FF

—A—B&EX (&)

2009
—EENF
HK$'000
BT T
Consolidated statement of RUA—HZ
financial position at 1 April e BARRE
Decrease in leasehold land ME TR (115)
Increase in property, plant and ME-HEKR
equipment Biappill
— At cost — BN 135
— Accumulated depreciation —Z2FHITE (20)
Due to the retrospective application of the amendments HREBAERZEFIEE] B
which has resulted in the restatement of items in the RZZEFTAFHEA—HZE
consolidated statement of financial position as at 1 EHBRARANZIEREARASE
April 2009, and the related notes affected by the ARNTE- &3 - % Pl
amendments have been presented in these financial MEERZEMEREZEY -
statements.

(zz2——#4% EXHIREEARAR )




. o s2

NOteS tO the FinanCiaI Statements For the year ended 31 March 2011

PIBHMRINEE oo sonmrnses

3. ADOPTION OF HONG KONG FINANCIAL 3. RMNEBMBHREER ([
REPORTING STANDARDS (“HKFRSs") BMBHREEDN]) (&)
(Continued)

(b) New/revised HKFRSs that have been issued (b) EEMERERZHET,
but not yet effective RIETTERBMBHREER
The following new/revised HKFRSs, potentially relevant AT #ET #8185 2 B AN
to the Group's operations, have been issued, but are BMmEEREEAER
not yet effective and have not been early adopted by ZIBHE WEERM BH
the Group: RER MARBEAREEIRFEK

-
HKFRSs Amendment to HKFRS EAMBREED H-ZT-TF
(Amendments) 201072 CCHES) ERMBRS
3 g P
HK(IFRIC) — Extinguishing Financial B8 (ERaE  URATAZH
Interpretation 19 Liabilities with Equity BEZREZE TRAFE
Instruments’ 2)-2E
2195
HKAS 24 (Revised) Related Party Disclosures? BEQHES R B
F245 (B3]
Amendments to Disclosure — Transfers of HEBBKRE RE-EBEHE
HKFRS 7 Financial Assets® ERFETR 2B BE
HKFRS 9 Financial Instruments? BAMBRERED SRMIA
F9%%
HKFRS 10 Consolidated Financial BAMBRERED RAEMBRE
Statements? E105
HKFRS 11 Joint Agreements? BENBREED HARWH
E1157
HKFRS 12 Disclosure of Interests in EAMBRERED RAMEEZ
Other Entities? F12%% R KB
HKFRS 13 Fair Value Measurement? EAMBGEED AYEFE
E135
HKAS 1 Amendments to HKAS 1 BEEHE BEgER
(Amendments) Presentation of Financial F15 FIRGHEHZE
Statements® (BETA) Z 22 EFT
HKAS 19 (2011) Employee Benefits* B g ER EERA
E195
(ZF—%)
HKAS 27 (2011) Separate Financial BEEHE BuBBHRK
Statements? E275
(ZF—%)
HKAS 28 (2011) Investments in Associates and B g ER N AP
Joint Ventures? %285 REhE

(Z2——%) LA

CSMI Publishing Group Limited Annual Report 2011 )
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PIBHMRINEE oeesonmrnves

3. ADOPTION OF HONG KONG FINANCIAL 3. RN EBUMBHREERN([F
REPORTING STANDARDS (“HKFRSs") B EHREER]) (&)

(Continued)

(b) New/revised HKFRSs that have been issued (b) EEMERERZHET,

but not yet effective (Continued)

Effective date:

! Effective for annual periods beginning on or after 1 July 2010

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

4 Effective for annual periods beginning on or after 1 January
2013
° Effective for annual periods beginning on or after 1 July 2012

HKAS 24 (Revised) clarifies and simplifies the definition
of related parties. It also provides for a partial
exemption of related party disclosure to government-
related entities for transactions with the same
government or entities that are controlled, jointly
controlled or significantly influenced by the same
government.

The amendments to HKFRS 7 improve the derecognition
disclosure requirements for transfer transactions of
financial assets and allow users of financial statements
to better understand the possible effects of any risks
that may remain with the entity on transferred assets.
The amendments also require additional disclosures if
a disproportionate amount of transfer transactions are
undertaken around the end of reporting period.

RIEFTERVBREER
(&)

EHAH

TORZE-FFLH-ARUE
5.2 F B B £

2 RIF——FH-HINE
5 2 FJE B4 3%

PO RTEFE——FLH-HIAUE
Ft5.2 F R R

¢ RIF-=F-H-HRUE
5.2 F B B £

S O RZIF—ZF+A—HIUE
6 2 FJZ B4 3%

BT ERE245 (KE
) BB L EEEEALTHE
F o AUER] 2 BRI TR R B
AR CERREHEEOTR -
e WEEH R —BAZES
HEZEHNEHZR-BFEX

=27

FEZERZR G-

BEMHREENETR2E
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3. ADOPTION OF HONG KONG FINANCIAL 3. RN EBUBHREERN([F
REPORTING STANDARDS (“HKFRSs”) B EHREER]) (&)
(Continued)

(b) New/revised HKFRSs that have been issued (b) EEMERERZHET,

but not yet effective (Continued)

Under HKFRS 9, financial assets are classified into
financial assets measured at fair value or at amortised
cost depending on the entity’s business model for
managing the financial assets and the contractual
cash flow characteristics of the financial assets. Fair
value gains or losses will be recognised in profit or loss
except for those non-trade equity investments, which
the entity will have a choice to recognise the gains
and losses in other comprehensive income. HKFRS
9 carries forward the recognition and measurement
requirements for financial liabilities from HKAS 39,
except for financial liabilities that are designated at
fair value through profit or loss, where the amount of
change in fair value attributable to change in credit risk
of that liability is recognised in other comprehensive
income unless that would create or enlarge an
accounting mismatch. In addition, HKFRS 9 retains the
requirements in HKAS 39 for derecognition of financial
assets and financial liabilities.

The Group is in the process of making an assessment of
the potential impact of these new/revised HKFRSs and
the Directors so far concluded that the application of
these new/revised HKFRSs will have no material impact
on the Group’s financial statements.

RIEFTERUBREER
(&)

RIBEFBYHHRELERE
5 BURNEREEMEEE
ZEGEALRYBEEZE
MRS REFE WHBEEED
AR A R B B A #8 35 A R
ABZUBEE - A HEZK
@B RGN BRRER
ETHEERARERIN &
BREENEM2E KSR
FERU R BB - BBV R
SEALIREHBLGE
RIZE3SR B AR 5 B (B 2 8
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I HMRINEE oeevonmrnses

4. SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

(9]

Statement of compliance

The financial statements have been prepared in
accordance with all applicable HKFRSs, Hong Kong
Accounting Standards (“"HKASs”) and Interpretations
(hereinafter collectively referred to as the “HKFRSs")
and the disclosure requirements of the Hong Kong
Companies Ordinance. In addition, the financial
statements include applicable disclosures required by
the Rules Governing the Listing of Securities on the
Growth Enterprise Market of The Stock Exchange of
Hong Kong Limited (the “GEM Listing Rules”).

Basis of measurement

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

Basis of consolidation

The consolidated financial statements comprise
the financial statements of the Company and its
subsidiaries. Inter-company transactions and balances
between group companies together with unrealised
profits are eliminated in full in preparing the
consolidated financial statements. Unrealised losses are
also eliminated unless the transaction provides evidence
of impairment on the asset transferred, in which case
the loss is recognised in profit or loss.

4. FESHBEE

(a) BHREH

(b)

(9]
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(o)

(d)

(e)

Basis of consolidation (Continued)

The results of subsidiaries acquired or disposed of
during the year are included in the consolidated
statement of comprehensive income from the effective
dates of acquisition or up to the effective dates 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.

Subsidiaries

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

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

Associate

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

4. SIGNIFICANT ACCOUNTING POLICIES 4, FTESFTEER (8E)

(Continued)

(e) BHE LT (&)

(e) Associate (Continued)

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

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

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

4. SIGNIFICANT ACCOUNTING POLICIES 4, FTESFTEER (8E)

(Continued)

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

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

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

Over the shorter of
the lease term

Leasehold land and building

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

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

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

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(9)

(h)

Inventories

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

Impairment of assets excluding goodwiill

At the end of each reporting period, the Group reviews
the carrying amounts of its assets to determine whether
there is any indication that those assets have suffered
an impairment loss or an impairment loss previously
recognised no longer exists or may have reduced. If
any such indication exists, the recoverable amount of
the asset is estimated in order to determine the extent
of the impairment loss (if any). Where it is not possible
to estimate the recoverable amount of an individual
asset, the Group estimates the recoverable amount of
the cash-generating unit to which the asset belongs.
Where a reasonable and consistent basis of allocation
can be identified, corporate assets are also allocated to
individual cash-generating units, or otherwise they are
allocated to the smallest group of cash-generating units
for which a reasonable and consistent allocation basis
can be identified.

4. TESFHER (&)
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PIBEHMRINEE oo sonmrnves

4. SIGNIFICANT ACCOUNTING POLICIES 4, FTESFTEE (8&)

(Continued)

(h) Impairment of assets excluding goodwill (h) EE (BMERM) 2R E
(Continued) (#&)

A i B < BB e s Jn B R
EXRRNEFEREERE 2R
=& - NAHEEREER /{
At RN 2 8 AT AT RE IR
RYPHERE MATRLIR R R
REEREEBEIREMS
AHERBERA 2ER (HAR
EMEARRRESIRE T A

BE) -

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

MEE (KNS ELEM) Z
A E BT ER AR E
B AEE(KREELE
i) Z B EE # R 2 H AT I
Ol & %8 - BE R RN N 18 e

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

or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or cash-generating unit)
is increased to the revised estimate of its recoverable
amount, to the extent that the increased carrying
amount does not exceed the carrying amount that
would have been determined had no impairment loss
in profit and loss been recognised for the asset (or
cash-generating unit) in prior years. A reversal of an
impairment loss is recognised in profit or loss.
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I HMRINEE oeevonmrnses

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i) Financial assets

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

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

(M)

Loans and receivables

Trade receivables, loans and other receivables that
have fixed or determinable payments that are not
guoted in an active market are classified as loans
and receivables. Loans and receivables are initially
measured at fair value plus transaction costs that
are directly attributable to the acquisition of the
financial assets. Subsequent to initial recognition,
they are carried at amortised cost using the
effective interest method, less any impairment.
Interest income is recognised by applying the
effective interest rate, except for short-term
receivables when the recognition of interest would
be immaterial.

4. TESFHER (&)
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PIBHMRINEE oeesonmrnves

4. SIGNIFICANT ACCOUNTING POLICIES 4, TESTEX (&)
(Continued)
(i) Financial assets (Continued) (i) BBEE (&)

(ii) Impairment of financial assets (i) BREEZRE
Financial assets are assessed for indicators of REREBBIETH
impairment at each reporting date. Financial assets EEEAREDNR HWE
are impaired where there is objective evidence that EEEBRRTIMBEE
as a result of one or more events that occurred HEAEREEEN—
after the initial recognition of the financial asset, HRZHEEGHTERE
the estimated future cash flows of the investment WEZEFtARRR R M
have been impacted. E B EEBD A

Be

Objective evidence of impairment could include: BEZEEBEBREBE !

— significant financial difficulty of the issuer or — BITAXXRSHFH
counterparty; or BRI E s

- default or delinquency in interest or principal — BRI AAF B A
payments; or B TEG 3K

— it becoming probable that the borrower will — [EEHRATEEHES
enter bankruptcy or financial re-organisation; HEITHM B ER X
or

- significant changes in the technological, — Rilf-™i5 - KEK
market, economic or legal environment that ERIRR IR E
have an adverse effect on the debtor. ATH 2z EREE -
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PIBEHMRINEE oeesonmrnies

4. SIGNIFICANT ACCOUNTING POLICIES 4, TESTEX (&)
(Continued)
(i) Financial assets (Continued) (i) BBEE (&)
(ii) Impairment of financial assets (Continued) (i) BEEZHE (&)
If any such evidence exists, the impairment W fF ] Ll Br s - A
loss is measured as the difference between the BEBBUAEEREE
assets’ carrying amount and the present value of RS E B (AR
estimated future cash flows, discounted at the HIRR - I BB LR e b
financial assets carried at amortised cost share B anE Ll BRSO e
similar risk characteristics, such as similar past due &R 4 VERVE R ) BRE
status, and have not been individually assessed BfEEMGETARKRE S
as impaired. Future cash flows for financial assets MEREZEERE
which are assessed for impairment collectively are B -HAFTHELDREZ
based on historical loss experience for assets with M EERKBERE
credit risk characteristics similar to the collective T 1R ¥ £ 2 {E £ B AT %
group. BEEBEUGEERRER
LEEZBTERER
AT {d
If in a subsequent period the amount of an MR EEBEEEENER
impairment loss decreases and the decrease can be B BZERLEE M
linked objectively to an event occurring after the HERBREBEEZELE
impairment loss was recognised, the impairment Z EHEE - BIREEE
loss is reversed through profit or loss. A reversal A EB R B E o B ERE
of an impairment loss shall not result in the EBETSEHREERA
assets’ carrying amount exceeding that which has EEABINBEFE
been determined had no impairment loss been 6 R T SRRk (B B 1B T FE
recognised in prior years. BRZEEREE-
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PIBHMRINEE oeesonmrnves

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(i) Financial assets (Continued)

(i)

(iii)

Impairment of financial assets (Continued)

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

Effective interest method

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

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

4. TESTHER (F)
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PIBEHMRINEE oeesonmrnies

4. SIGNIFICANT ACCOUNTING POLICIES 4, TESTEX (&)
(Continued)
(i) Financial assets (Continued) (i) BBEE (&)
(iv) Derecognition of financial assets (iv) ZBIEBRMBEE

The Group derecognises a financial asset only when WMAKEEBEEEREER
the contractual rights to the cash flows from the B E ZE KRR fE W
asset expire; or it transfers the financial asset and gfWm s —BERBEEY
substantially all the risks and rewards of ownership BEENZEEMARE
of the asset to another entity. If the Group neither ZABRER S b K B3 -
transfers nor retains substantially all the risks and All & 42 HER % A B %
rewards of ownership and continues to control BE -WASERMEEE
the transferred asset, the Group recognises its MEREBFEEEEM
retained interest in the asset and an associated BEREZBRHBDER R
liability for amounts it may have to pay. If the [B] R N 46 48 1k ) 5% $E iR
Group retains substantially all the risks and rewards BE AXEES®HRN
of ownership of a transferred financial asset, the ZEEZREER N
Group continues to recognise the financial asset BEZAX AN Z BB 1E - fid
and also recognises a collateralised borrowing for REBREBAMEENB
the proceeds received. BEMBRZBRBD

Rk KRB AAEES
HBERRZAVBEE
MEFPTES 2 FTEK

HEABEHREE-
(j) Financial liabilities and equity instrument () =*EERBTZHEAEE
issued by the Group KEATHR
(i) Classification as debt or equity () "BAREEIER
Debt and equity instruments are classified as either BEHELRERAILARES
financial liabilities or equity in accordance with the NLZHABRD BRI
substance of the contractual arrangement. BETHER
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PIBHMRINEE oo sonmrnves

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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

(i)

(iii)

(iv)

Equity instruments

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

Other financial liabilities

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

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

Effective interest method

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

4. TERESTHER (#)
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(iii)
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PIBHMRINEE oeesonmrnies

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

()

(k)

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

(v) Derecognition of financial liabilities

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

Convertible notes

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

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

()

(k)

4. TESTHER (#)
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PIBHMRINEE oeesonmrnves

4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(k) Convertible notes (Continued)

)

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

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

Provisions

A provision is recognised when the Group has a present
obligation (legal or constructive) as a result of a past
event, it is probable that the Group will be required
to settle the obligation, and a reliable estimate can be
made of the amount of obligation.
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4. SIGNIFICANT ACCOUNTING POLICIES 4, FTESFTEHE (8&)

(Continued)

() #4% (&)

() Provisions (Continued)

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

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

(m) Contingent liabilities

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

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

(n) Taxation

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

(i)

(i)

Current tax

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

Deferred tax

Deferred tax is recognised on differences between
the carrying amounts of assets and liabilities in
the financial statements and the corresponding
tax bases used in the computation of taxable
profit, and is accounted for using the balance
sheet liability method. Deferred tax liabilities are
generally recognised for all taxable temporary
differences and deferred tax assets are generally
recognised for all deductible temporary differences
to the extent that it is probable that taxable profits
will be available against which those deductible
temporary differences can be utilised. Such assets
and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial
recognition (other than in a business combination)
of other assets and liabilities in a transaction
that affects neither the taxable profit nor the
accounting profit.
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4. SIGNIFICANT ACCOUNTING POLICIES 4, FTESFTEHER (8&)

(Continued)

(n) B\ ()

(n) Taxation (Continued)

(i) Deferred tax (Continued) (i) EEBIE (&)
The carrying amount of deferred tax assets is EXERIAEEZREE
reviewed at each reporting date and reduced to the TIR &S B X

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

Deferred tax assets and liabilities are measured
at the tax rates that are expected to apply in the
period in which the liability is settled or the asset
realised, based on tax rates (and tax laws) that
have been enacted or substantively enacted by the
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 reporting
period, to recover or settle the carrying amount of
its assets and liabilities.
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4. SIGNIFICANT ACCOUNTING POLICIES 4, FTESFTEER (8&)

(Continued)
(n) BiE (&)

(n) Taxation (Continued)

(i) Deferred tax (Continued) (i) E|AERIE (F)
EEBEEERBER
BIREEFR BB E
BEREANBHREEE
s Je B [E] — R IS M A 1
W2 FrietiA kA
SERLFREELS
HEBHIBEERG R
B F A8 o

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

(o) Foreign currencies (o) &
The individual financial statements of each group entity B REEEE 2 ER 5 % R
are presented in the currency of the primary economic RUEBERBESHWEZRBER
environment in which the entity operates (“functional BIzE®, ([Thee 8% )75
currency”). For the purpose of the consolidated ToREREaMBmMEME &
financial statements, the results and financial position EREER 2 EERTBENR
of each Group entity are expressed in Hong Kong dollar AR RB Z e B kR
which is the functional currency of the Company, and B BWMKRZ2INEEEE
the presentation currency for the consolidated financial HIRe
statements.

Transactions in currencies other than the functional
currency (“foreign currencies”) are recorded at the rates
of exchange prevailing at the dates of the transactions.
Monetary items denominated in foreign currencies are
retranslated at the rates prevailing at the end of the
reporting period. Non-monetary items carried at fair
value that are denominated in foreign currencies are
retranslated at the rates prevailing at the date when the
fair value was determined. Non-monetary items that
are measured in terms of historical cost in a foreign
currency are not retranslated.
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4. SIGNIFICANT ACCOUNTING POLICIES 4, FTESFTEHE (8&)

(Continued)

(o) M5 (&)

(o) Foreign currencies (Continued)

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

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

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

— exchange differences on monetary items receivable
from or payable to a foreign operation for which
settlement is neither planned nor likely to occur,
which form part of the net investment in a foreign
operation, are recognised in the translation reserve
on consolidation and recognised in profit or loss on
disposal of the net investment.

For the purpose of presenting consolidated financial
statements, the assets and liabilities of the Group's
foreign operations are expressed in Hong Kong
dollar using exchange rates prevailing at the end of
the reporting period. Income and expense items are
translated at the average exchange rates for the period,
unless exchange rates fluctuated significantly during the
period, in which case the exchange rates at the dates of
the transactions are used. Exchange differences arising,
if any, are recognised in other comprehensive income
and accumulated in equity as exchange reserve. Such
translation differences are recognised in profit or loss in
the period in which the foreign operation is disposed
of.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

4. TERESTHER (#)

(p) Employees’ benefits (p) EEEF

(i) Short-term benefits

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

(ii) Pension obligations

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

(q) Equity-settled share-based payment

transactions

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

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

(q) Equity-settled share-based payment

(r)

transactions (Continued)

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

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

For cash-settled share-based payments, a liability equal
to the portion of the goods or services received is
recognised at the current fair value determined at the
end of each reporting period.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand
and deposits held at call with banks, and other short-
term highly liquid investments with original maturities
of three months or less that are readily convertible
to a known amount of cash and are subject to an
insignificant risk of changes in value. Bank overdrafts
that are repayable on demand and form an integral
part of the Group's cash management are also included
as a component of cash and cash equivalents for the
purpose of the consolidated cash flow statement.
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4. SIGNIFICANT ACCOUNTING POLICIES 4, FTESFTEER (8&)

(Continued)

(s) Leases (s) #HE

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

As lessee

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

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

The land and buildings elements of property leases
are considered separately for the purposes of lease
classification.
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(t) Revenue recognition

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

()

(ii)

(iii)

(iv)

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

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

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

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

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

(u)

(v)

Barter transactions

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

Borrowing costs

Borrowing costs attributable directly to the acquisition,
construction or production of qualifying assets which
require a substantial period of time to be ready
for their intended use or sale, are capitalised as
part of the cost of those assets. Income earned on
temporary investments of specific borrowings pending
their expenditure on those assets is deducted from
borrowing costs capitalised. All other borrowing costs
are recognised in profit or loss in the period in which
they are incurred.

4. TERESTHER (#)
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4. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(w) Related parties

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

5. CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group's accounting policies, the
Directors are required to make judgements, estimates and
assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources.
The estimates and associated assumptions are based on
historical experience and other factors that are considered to
be relevant. Actual results may differ from these estimates.
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5. CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised
if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both
current and future periods. The key assumptions that have
a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next
financial year are discussed below:

(a) Going concern

Management makes an assessment of the Group's
ability to continue as a going concern when preparing
the financial statements. The Group is dependent
upon the successful implementation and outcome of
the Measures as set forth in Note 2 in order to meet
the Group’s future working capital and financing
requirements.

In assessing whether or not the going concern
assumption is appropriate, management takes into
account all available information about the future,
which is at least but is not limited to, twelve months
from the approval date of the financial statements.

If the Group were unable to continue as a going
concern, adjustments relating to the recoverability and
classification of recorded assets and liabilities may need
to be incorporated in the financial statements.
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5. BRETHERMETTEE
REZEERR (&)

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

(b) M¥ - -BMERREZAFEHA

(b) Useful lives and residual values of property,

plant and equipment

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

FHRFHEE

AEBERBREERZAHN
ZHRMERTEDE BB KR
w2 AERFHMERIREE-
ER S S PALE LIRS
AFERENREESEEF®R
Al WAERFERE R X
AR REREE AT
H A R 1| i B 5T B 57 2 Al
AT B - U S AR EIR
HE1TEER] - REpEAraHE
FEUEEZ EREBENA
HY)%  BEL&REZAER
FHILFGEE AW HAL
MREEFMEGETES &
FRHREEREXINERY
oM HMRERX2®
BhEEIEXREFRAER
RREB T E - HAEE Y
EN G AL
FHERSREERD  HEL
BRITER S EIEIN EIER
HEEAGRD -
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5. BRETTHERMETTEE
REZzEEZRR (&)

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

(c) W¥E BMERRERESE

(c) Impairment loss for property, plant and

equipment and prepayments relating to
property, plant and equipment as included in
deposit and prepayment

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

For the estimation of value in use, the Group’s
management estimates future cash flows from the
cash-generating units and chooses a suitable discount
rate in order to calculate the present value of those cash
flows.

RENE BERREEB
Yt ARERBNREN
BN FIER

EME BERREZREE
HEE R R SRR AEE
eRBHEREYE BER
A% 1 e w2 RL 1B B 18 S AR BR TR
MHE-BEES (WA #E)H
Bz ReELEMN 2RI
CeBEAHERARBEREE
RAEEBBEME RS
Eo Rl e EREQEE
TR R T LARERE - 1t OAR
BEEAFRZTHENERE
BEHHEZEERSF LR
NBERARAIES SRR (N
HEXRAER) 2 ZEERFTE-

sifAEHEREEMS  A&E
ZEEBLTEREELE
ER 2 RIRERE  WiE
BEEMEX UERTH
TREZRME
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5. CRITICAL ACCOUNTING JUDGEMENTS AND 5. BESTHERMATTIEE

KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

(d) Impairment losses for bad and doubtful
accounts

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

SEGMENT INFORMATION

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

The Group operates one business segment, which is the
publication of newspapers and books as well as provisions
of advertising services and therefore, no further business
segment analysis is presented.

All operating assets and operations of the Group during the
years ended 31 March 2011 and 2010 were substantially
located and carried out in Hong Kong.

Revenue from operation of approximately HK$6,032,000
(2010: HK$Nil) was derived from advertising sales to a single
customer.

REZEERR (&)

(d) RERBEESE

AEBBEBRERZBERS
BHRIRER B 2 Al e
TEEF 1l R BR e 9 AT A KRB
BEHEMERE - NEFHEZ%
FRWFIB 2 ZRERBNR
B ZBEELRAREEZH
B EREFGMEREPER
ZIEEBREBEZ WK
B AR EE P Z B
IR BRI F 2 S 5kEE
11 RIRI 6EFE 2R E R 1B IF
BRSNS

AR

B

AEBRBFELERREAE
HEREERTEMBRN CREET

PN
HEEH -

AEEZE—EERB D AR
BERERE ULRHERSRS
Atk I 8 2 5 B X0 8o

A7 o

AEBREE-_ZT—FRK_FT
—ZEFE=ZA=1+—HIFEZZ
BB E REBBRIBHHM
REBRREBET-

478 #6,032,000c (= E—F
F BRI 2E8EWAKRE M
BE-RPHEES-
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7. TURNOVER 7. BXH
Turnover, which is also revenue, represents the gross L (TR A) 152 W K e
proceeds received and receivable derived from the BRALRRERERE URREHE
publication of newspapers and books as well as provisions of ERB 2 RIBEEB 0T -

advertising services and are summarised as follows:

2011 2010
—g--%  -T-T%H
HKS$'000 HK$'000
BT T BB F T
Sales of newspapers and books HEMERSFHE 17,050 18,753
Advertising income BEEHA 25,342 16,355
42,392 35,108
Included in advertising income is an amount of BEERABRERFANT LS
approximately HK$3,158,000 (2010: approximately #5785 #3,158,000T (-2 — =
HK$3,500,000) in respect of barter transactions entered into £ 4976#53,500,0007T ) Z LA 5
during the year. YA 5 o
8. OTHER REVENUE AND OTHER GAIN 8. HMtWARE MK
2011 2010
—E——F —E-FF
HK$000 HK$°000
BT T BT T
Other revenue: HAUWA -
Reversal of provision for tax penalty RO B IR S KB B 628 -
Reversal of other payables 13 5] H A & < IR 205 850
Imputed interest income on HihEE 2 #HH
other borrowings M EWA
(Note 24(a)(}) (Bt 5F24(a)()) - 6,000
Sundry income HMIEWA 826 1,545
1,659 8,395
Other gain: oY as
Gain on disposal of property, HEME  KBE &
plant and equipment = W - 6
1,659 8,401

CSMI Publishing Group Limited Annual Report 2011 )




- GEES 85 B

NOteS tO the FinanCiaI Statements For the year ended 31 March 2011

PIBHMRINEE oeesonmrnies

9. FINANCE COSTS 9. MBMA
2011 2010
—E——F —ZE-ZF
HK$'000 HK$'000
BT B For
Interest on bank borrowings RAFAZEEEZ
wholly repayable within five years RITIEERE - 1
Interest on other borrowings AR LA HARR 2 #B
wholly repayable: BEZHMEES
A
— within five years ~-RAEFR 10,941 9,998
— after five years —RAEFIE 2,909 2,909
Effective interest expenses ARBREEER
on convertible note MERXZ
(Note 25) (B1at25) 86 7,813
Effective interest expenses on HEE 'R
other borrowings FMEFX
(Note 24(a)(})) (Hat24(a)i)) 9,086 -
23,022 20,721

(zz—==%n EERIREEMARAR )
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10. LOSS BEFORE INCOME TAX

Loss before income tax is arrived at after charging:

10. BRFT S B AT S 1]

B P15 5% A B 1R T & 0Bk T 51%
HREEH

2011 2010
—E——fF —E-TF
HK$000 HK$°'000
BT T JBEMT T
Auditor’s remuneration ZE AN & 1,150 850
Depreciation (Note 16) e (Witie) 821 1,205
Provision for impairment loss on 2 5B IBERE
trade receivables BBz E
(Note 20(b)) (HtiF200)) 55 278
Employee benefit expenses (including {EE®@FIFH X (B3E
Directors’ emoluments E=kn
(Note 12)) (Hiati12) )
- salaries, wages and other —#HE ITE8K
benefits H b 18 7 28,822 32,997
— contributions to defined — E B HFERIK
contribution retirement scheme FEIPALTA
(Note 31) (HtaE31) 1,197 1,260
Minimum lease payments under REBELLHE &K
operating leases on MERRK
— machinery — e Es 255 947
— leasehold land and buildings —HELHRETF 9,092 5,065
— motor vehicles — )R8 245 465

CSMI Publishing Group Limited
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11. INCOME TAX 1. B
(a) Income tax credit in the consolidated statement of (@) HFEE2ABRRANZEFEN
comprehensive income represents: HeeLE:
2011 2010
—E——F —E-FF
HK$000 HK$°000
BT T BT T
Hong Kong profits tax BEENIEH
— over-provision in respect of —BAFEZ
prior years FEFR R (11,602) -
Deferred tax (Note 23(b)) EREREIE (H15E230b)) 9) (2,339)
(11,611) (2,339)
No provision for Hong Kong profits tax (2010: HK$Nil) AR AEERAFEILEE
has been provided as the Group has no assessable profit A FERRTUR N - RN S SR
generated during the year. EENEGHBEB(ZE—F
F BT -
(b) The taxation credit for the year can be reconciled to the by RFEERIBEEEATHEHE
accounting loss as follows: BHERNT
2011 2010
—E——F —E-ZF
HKS$'000 HK$°000
BT T JEMTF T
Loss before income tax BR PSR E B (61,927) (66,082)
Taxation calculated at Hong Kong &2 & /& H15%116.5%
profits tax rate of 16.5% ME(ZE-FF:
(2010: 16.5%) 16.5% )it E 2 HIA (10,218) (10,904)
Tax effect of non-deductible AR R 2 2
expenses MIBRE 1,548 1,330
Tax effect of non-taxable AR BRI A Z
income MIBE (104) (990)
Tax effect of unused tax losses RNIERZ KRB AV
not recognised EiEzHIEXE 8,765 8,225
Over-provision in previous years BEFEBERE (11,602) -
Taxation for the year REERIA (11,611) (2,339)

(—z2——#4% EXHIREEARAR )
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12. DIRECTORS' EMOLUMENTS 1N.EEME
Directors’ emoluments disclosed pursuant to section 161 of EEZMSREBEBFBRREHIE161
the Hong Kong Companies Ordinance, is as follows: BRI T

Year ended 31 March 2011
BE-2——f=A=1t—-HLEE

Contributions

Salaries,  to defined

wages contribution

Directors’ and other  retirement
fees benefits scheme Total

ge. EHEMEX

IER RREHE
Exne Hi R 2 @t
HK$'000 HK$'000 HKS'000 HKS'000
BETT BETT BT BT

Executive Directors HITES
Ma Shui Cheong* Sina* - 531 1" 542
Yu Wai Ying, Sammy RER - - - -
Wong Yue Kwan, Alan** T 165 - - 165
Lau Henry 2R - - - -
Wong Ching Yip*® T iEEEte 100 - - 100
Non-Executive Directors EBITES
lp Wing Lun® Bxfwe 60 - - 60
Wong Chi Fai, Theodore®* LB 15 - - 15

Independent Non-Executive % Fk ¥ 17

Directors £z

Kong Tze Wing L& 120 - - 120
Pan Chike &ige 60 - - 60
Hung Yat Ming A 8 120 - - 120
Wong Ching Yip* T IEEE 20 - - 20
Wong Ka Chun, Carson*@ AR Ee 15 - - 15

675 531 1 1,217

(SMI Publishing Group Limited Annual Report 2011 )
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12. DIRECTORS’ EMOLUMENTS (Continued) 122.EEM< (&)

Year ended 31 March 2010
HE-_T-TF=-RA=+-HIFE

Contributions

Salaries, to defined

wages  contribution

Directors’ and other retirement
fees benefits scheme Total
e ERMHER
TER RIRarEl
EEkn Hinsgr Z R st

HK$ 000 HK$ 000 HK$ 000 HK$ 000
BETT  EETT  EBETT BRI

Executive Directors HTES
Yu Wai Ying, Sammy RigH 311 - - 3N
Wong Yue Kwan, Alan*# T 497 - - 497
Lau Henry Bz 281 - - 281
Wang Fei** FR* - - - -
Qin Hong** b - - - -
Non-Executive Directors FHTES
lp Wing Lun Bkfe 40 - - 40
Wong Chi Fai, Theodore®* FhE 40 - - 40

Independent Non-Executive %3 3k %17

Directors EZ
Kong Tze Wing LT 60 - - 60
Wong Ching Yip* T iFmEt 60 - - 60
Hung Yat Ming HAHA 60 - - 60
Wong Ka Chun, Carson* BR A 35 - - 35
Pan Chik BIE 35 - - 35
Jiang Jin Sheng** FHE - - - -
1,419 - - 1,419

*  Appointed on 13 May 2010 * R-ZFE-FFAAF=ZHESH

**  Removed on 4 September 2009 > ROFEFEANFENHAAKESE

* Mr. Wong Ching Yip was re-designated as an executive director on o FIFEFAR CFE-—FFRHT=H

13 May 2010 WIHITERNTEE
#  Retired as a director on 30 June 2010 o REFE-FFNF = HRTEERF
@ Director’s fee waived by the Director during the year ° EBEERFANEEFHE

(zz—==%n EERIREEMARAR )
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12. DIRECTORS’ EMOLUMENTS (Continued) 12.E5M< (&)
During the year, no emolument or incentive payment was FAAEETESZNEMNBE
paid to the Directors as an inducement to join or upon HEEE TFTESUWSI IMARE
joining the Group or as compensation for loss of office. ESERBEBRCHE - RFA-
During the year, four directors waived their emoluments MEEERNERLGM EEBE
of, in aggregate, HK$235,000. No director waived any 235,000 &2 - E—FF = A
emolument in the year ended 31 March 2010. =ST—RIEFE - HEEFEHER
M o
As at 31 March 2011 and 2010, no share option was held RZE——FRZT—FTF=H
by the Directors under the Company's share option scheme. =+—B BEEFELAARER
The details of the share options are disclosed in Note 30. RERTEI TR BARE - B 2 &F
B M 304K EE -
13. FIVE INDIVIDUALS WITH HIGHEST B.EEESHFAL
EMOLUMENTS
Of the five individuals with the highest emoluments in the REBRERRFATHBEE—
Group, one (2010: one) was a director of the Company Z(ZE-ZTF:—H)KQAE
whose emolument is included in Note 12 above. The E Bz EHR EXXHIEE12 -
emoluments of the remaining four (2010: four) highest paid HH#mME (ZE—ZF: M%) 3k
non-director individuals were as follows: EEReFATZHMe0T
2011 2010
—E——F —ZE-ZF
HKS$'000 HK$°000
B F T B For
Salaries, wages and other benefits e IER
H 48 2,446 2,041
Contributions to defined contribution 2B FEKETE ~
retirement scheme K 36 40
2,482 2,081
Their emoluments were all within the HK$Nil to BEWNEZHENTEESTES
HK$1,000,000 band. 1,000,0007T A ©
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13.

14.

15.

FIVE INDIVIDUALS WITH HIGHEST
EMOLUMENTS (Continued)

There was no amount paid during the years ended 31
March 2011 and 2010 to the four highest paid non-director
individuals as an inducement to join or upon joining the
Group or as compensation for loss of office.

LOSS ATTRIBUTABLE TO OWNERS OF THE
COMPANY

The consolidated loss attributable to owners of the
Company includes a loss of approximately HK$23,219,000
(2010: HK$13,470,000) which has been dealt with in the
financial statements of the Company.

LOSS PER SHARE
(a) Basic loss per share

The calculation of basic loss per share is based on
the loss attributable to owners of the Company of
approximately HK$50,316,000 (2010: approximately
HK$63,743,000) and the weighted average number of
1,970,151,724 (2010: 1,266,644,875) ordinary shares
in issue during the year.

(b) Diluted loss per share

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

13.58EmEFAL (&)

HE-F——F#R-F_TF=

A=

T—BULFE AEEWEX

NEMRETFZENAFESTES
Fr AT PAR S| AR KB AE S
BERL 2 W18 -

14.

ARABEEARGEEE

RAREBAELGEEBEBERE
ERARBHBEHRENEE ZE
B4)5123,219,000T (ZE—F
& 1 7#13,470,0007T) °

15. B RE#E

(a) EREXREE
BREXRNEEBTIAKRARD T
HEEABIEEBEOHBEK
50,316,000 ( — & —ZF:
475 163,743,0007T ) R ER
BETERR ZMEFHRR
#71,970,151,724f% (== —
T :1,266,644,8750%) 5

(b) EREETEE

HRAFERBEFEZD
BTBEEEBRRUARNEER
BEFEZEREANBES
BABRBERE W%FF
Bzl #EHBEcREs
IREREIESEEMER -
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16. PROPERTY, PLANT AND EQUIPMENT

16. % HERRKRE

The Group rE
Furniture, Network
Leasehold fixtures and
land and Leasehold and computer Motor
building  improvements Machinery equipment equipment vehicles Total
BELH BENF & BER
RETF %% 13 RERRE EHRE RE @t
HK$ 000 HK$000 HK$000 HK$ 000 HK$000 HK$000 HK$'000
BT FETT FHFT FRFT FRFT ERTFT BT
(Restated) (Restated)
(E3) (E3)
Cost [
At 1 April 2009 RZZZNEMA-A 246 2,166 74,815 3,102 11,19 83 91,531
Additions HE - 83 - 134 1,890 - 2,107
Disposal LE - - - (65) - (83) (148)
At 31 March 2010 and R-Z2-%F
1 April ZA=+-8Ak
2010 —Z2-ZEMA-H 246 2,249 74,815 3,17 13,009 - 93,490
Additions | - - - 12 232 - 244
Disposal HE - - - - (5) - (5)
At 31 March RZE-——F
2011 =A=1+-8 246 2,249 74,815 3,183 13,236 - 93,729
Accumulated depreciation and RHTER
impairment HE
At 1 April 2009 RZZZNEMA-A 58 1,353 74,815 2,651 10,199 83 89,159
Charge for the year FEXH 7 3 - 121 745 - 1,205
Disposal HE - - - (65) - (83) (148)
At 31 March 2010 and RZZ2-%F
1 April ZA=t-8k
2010 —E2-Z2£MA-A 65 1,685 74,815 2,707 10,944 - 90,216
Charge for the year FEXH 6 337 - 104 374 - 821
Disposal HE - - - - (5 - )
At 31 March RZE——%
201 ZR=+-8 n 2,022 74,815 2,811 11,313 - 91,032
Net carrying value REFE
At31 March RZE——F
2011 ZA=+-H 175 227 - 372 1,923 - 2,697
At 31 March R-2-%F
2010 ZA=t-8 181 564 - 464 2,065 - 3274

(SMI Publishing Group Limited
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17. INTERESTS IN SUBSIDIARIES 17. R B A AR

The Company

VNN
2011 2010
—E——F —T—FF
HK$'000 HK$000
BT T BT T
Unlisted shares, at cost JEETRR D - A AN - -
Less: Impairment loss R OREEE - -
Due from subsidiaries JE U B B N B B
(Note (b)) (Ktit®)) 795,688 750,330
Less: allowance for doubtful debts JB - RER G
(Note (c)) (BiE) (795,688) (750,330)
Due to subsidiaries N NGIE S
(Note (d)) (H1iZ(d)) (3009 (1,819)
(3,004) (1,819)

(zz—==%n EERIREEMARAR )
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17. INTERESTS IN SUBSIDIARIES (Continued) 17. R BB E= (&)

Notes: Hiat:

(a) The table below lists the principal subsidiaries of the Company which, (a) TRINLEERATEYBFTLE
in the opinion of the Directors, principally affected the results for the SEARANEBEEFEIBIRD A
year or formed a substantial portion of the net assets of the Group. NEIFEMB AT B BEIEHIN -
The class of shares held is ordinary unless otherwise stated. To give BERDENE AL ER EERA
details of other subsidiaries would, in the opinion of the Directors, HEH MM B A TS B EBE RS
result in particulars of excessive length. AILE -

Percentage of

Place/Country Particulars equity interests
of incorporation of issued and attributable
Name of company and operation paid-up capital  to the Company Principal activities
AL R BRIK VA YNG); 2
DRAE e ER BRRAFE BRETS T TEER
Direct Indirect
HiE B 4
First Brilliant Limited British Virgin Us$1 100 - Investment holding
Islands ("BVI")/
Hong Kong
First Brilliant Limited HBRELES/ 1% 100 - REBRR
&5
Actiwater Resources Limited BVI/Hong Kong Us$1 - 100 Investment holding
Actiwater Resources Limited EERAHE/ (E - 100 HEER
&5
Fidelity Capital Resources Limited Hong Kong HK$1 100 - Provision of management
services
HWEBARERAA N BT 100 - RUEERB
Komatic International Limited BVI/Hong Kong Us$1 - 100 Investment holding
Komatic International Limited EBREAHE/ (EH - 100 REER
&5
Optima Media Holding Limited BVI/Hong Kong Us$100 - 100 Investment holding
Optima Media Holding Limited KERELES,/ 100%7T - 100 REER
&5

CSMI Publishing Group Limited Annual Report 2011 )
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17. INTERESTS IN SUBSIDIARIES (Continued) 17. A B A RIER (&)
Notes: (Continued) Bzt (48)
(a) (Continued) (a) (#&

Percentage of

Place/Country Particulars equity interests
of incorporation of issued and attributable
Name of company and operation paid-up capital  to the Company Principal activities
MRS R BRTK VA YNY 2
DR EB mE ER BRRAFE RET DL TEEK
Direct Indirect
HiE [
Sing Pao Newspaper Assets Limited Hong Kong HK$2 - 100  Holding of property, plant
and equipment
BRIRRTIEERRAF &R 2T - 100 #HEWE BELERE
Sing Pao Newspaper (BVI) Limited BVI/Hong Kong Us$1 - 100 Investment holding
Sing Pao Newspaper (BVI) Limited KBRIES,/ (En - 100 HKEER
B8
Sing Pao Newspaper Company Limited ~ Hong Kong HK$2 - 100 Newspaper publication
IR TAR AT E 2T - 100 HREE
Sing Pao Publishing Limited Hong Kong HK$2 - 100  Book publication
BRI R A ) £ w2 - 100 HREE
Sing Pao Newspaper Management Hong Kong HK$2 - 100  Provision of management
Limited services
KRBTIERBRAF BE B2 - 100 RHUERRT
Sing Pao Website Limited Hong Kong HK$1 100 - Website holding and
magazine publication
KRB IL AR 2 A N BT 100 - RBEMMRERERE
Wah Fung Book Store Limited Hong Kong HK$796,000 - 100  Property holding
ZERERBRAA EE 7 #796,0007T - 100 HEME

(zz2——==# EERIREEMARAR )
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17. INTERESTS IN SUBSIDIARIES (Continued)
Notes: (Continued)
(b) The amounts due from subsidiaries are unsecured, interest-free and
have no fixed terms of repayment. In the opinion of the Directors,

no demand for repayment will be made by the Company in the next

twelve months. Accordingly, the amounts are shown as non-current.

() Movements in the allowance for doubtful debts

17. A B AR #ER (&)

Bt (48)

(b) FEWHBARZBEDERE BER
BEREERTFTERB-BFERE AR
RIEBRAKR+ —_EARNEE-
o ZEREAIERBIIR -

(0 RERESD

The Company

b N
2011 2010
—E——F —E-TF
HK$'000 HK$'000
BETFT BT T
At beginning of year REF 750,330 687,168
Impairment losses recognised ERRREEE 45,358 63,162
Uncollectible amounts written off B s 2 Al Y Bl 5RIE - -
At end of year REFER 795,688 750,330

An aggregate accumulated allowance for amounts due from
subsidiaries of HK$795,688,000 (2010: HK$750,330,000) was
recognised as at 31 March 2011 because the related recoverable
amounts of the amounts due from subsidiaries with reference to the
values of the respective subsidiaries were estimated to be less than
their carrying amounts. Accordingly, the carrying amounts of the
related amounts due are reduced to their recoverable amounts as at
31 March 2011 and 2010.

(d) The amounts due to subsidiaries were unsecured, interest-free and
repayable on demand.

MWZE——H=ZA=+—H @R
EZEMBAREEZ BB R A
FIEZ AR E & B AR R R R
EE ERBARBEZ AR
BB RE R R 75 #795,688,0000T (=
T —Z & ##750,330,0000T ) °
At R=Z——FR-_T—FTF=
A=+—8" HB3HzE REAE
WEE AU B S5 -

(d) ENHELRFEDEER BEL
BEREEBREE

o

Al
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18. INTEREST IN AN ASSOCIATE

18. R —REBE AT 2R

The Group
HEE
2011 2010
—E——F —E-EF
HKS$'000 HK$'000
EBETFT BT T

Share of net assets

fEREEFE -

Particulars of the Group's associate, which is an unlisted RZFE——F=A=1+—H &%
corporate entity, as at 31 March 2011 are as follows: EEtE NE (RIELTRAEE)
ZEIBT
Interest held
Form of Country of indirectly
business incorporation Paid up by the  Principal
Name of company  structure and operation capital Company  activity
RAAMEE
N AR ERRBRL AL REEER BRRA  REzER TEER
ERPEEFZHEL  Sino-foreign-owned The People’s Republic RMB5,000,000 25%  Provision of networking
EERMEERAR  equityjoint venture of China (the “PRC") and information
services in the PRC
TRPERGRE  PHGELE hE AR LAE ARE5,000,0007T 5% RHRERERER
BERMERAR ([+E]) Bk

(=z—*%%

EXHIREEARAR )
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18. INTEREST IN AN ASSOCIATE (Continued) 1. R—EHERT R
(#8)
The summarised financial information of the Group's AEEBERFHE_T——F
associate for the year ended 31 March 2011 is set out “A=tT-—RALFEZHBER
below: AT
2011 2010
—E——fF —E-TF
HK$'000 HK$°'000
BT T BB F T
Total assets BEMRRE 7,265 6,492
Total liabilities BEARE (15,052) (9,949)
Equity o (7,787) (3,457)
Turnover LR 1,466 2,043
Loss for the year REEBE (4,330) (3,142)
The Group has discontinued recognition of its share of $$@Eﬂﬂ:ﬁ§uﬁﬁrfﬁéﬁ =
losses of the associate. The amounts of unrecognised share NAEZ B - REREILZE A D
of the associate, extracted from the relevant management AIRAFER R 2o (FHix
accounts of the associate, both for the year and BRZEE AR EEEEERE )W
cumulatively are as follows: Ik
2011 2010
—E——F —E-FF
HK$000 HK$°000
BT T VBT T
Unrecognised share of losses of RF G RERIE
the associate for the year & NREE 1,083 786
Accumulated unrecognised share of RETRERIE
losses of the associate g N RIESE 1,947 864

CSMI Publishing Group Limited Annual Report 2011 )
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19. INVENTORIES 19. 7 E
The Group
rEE
2011 2010
—E——F —E-FF
HK$'000 HK$'000
BT T M T
Printing materials N #4 %% 238 -
20. TRADE AND OTHER RECEIVABLES 20 EZ R EMEWRRIE
The Group The Company
rEH KAF
2011 2010 2011 2010
—B--% ZZ-%TF ZB--F _%Z-%F
Notes HK$000 HK$'000 HKS'000 HK$ 000

it BEFr  E¥TT  EETr  EETR

Trade receivables B oA 7,619 6,705 - -
Less: allowance for B RERR
doubtful debts BE (b) (2,750) (2,695) - -
(@) 4,869 4,010 - -
Other receivables H itz 206 434 - 434
Deposits and prepayments &% KB FUA 9,971 4,179 - 118
Amount due from FENRIE A
a related company R () 2,032 - - -
17,078 8,623 - 552
Less: Non-current B IERE
portion* i (8,061) - - -
9,017 8,623 - 552
*  The amount mainly represents deposits and prepayments for the * BEFZERHFEBZ REEE R
setting up of a factory for the printing business. A E

(—z2——#4% EXHIREEARAR )




NOteS tO the FinanCiaI Statements For the year ended 31 March 2011

PIBHMRINEE oo sonmrnves

20. TRADE AND OTHER RECEIVABLES (Continued) 20.EZ R E#hEUWTIE (&)

Notes: AT -
(a) Aging analysis (a) BREDH
Included in trade and other receivables are trade receivables, net of B 5 REMBRFIEBEE MR R
allowance for doubtful debts of approximately HK$2,750,000 (2010: BB 478 %2,750,000L (- E—=F
approximately HK$2,695,000), with the following aging analysis F 1 #9748 %2,695,0007T) 2 B 5 E UL
based on invoice date as of the end of reporting period: B AN RERRREZABR R
oM
The Group
rEH

2011 2010
—E——-F —E-ZF
HK$’000 HK$'000
BETFT BT T
0 to 30 days T £30H 1,394 1,294
31 to 60 days 31£260H 1,066 643
61 to 120 days 61Z2120H 1,599 907
Over 120 days 1206 £ 810 1,166
4,869 4,010
The average credit period on sale of goods is 30 days from the invoice EYEE s FHEERARBEZHE

date. #EEF30H ©

CSMI Publishing Group Limited Annual Report 2011 )
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20. TRADE AND OTHER RECEIVABLES (Continued)

Notes: (Continued)

20. EZ R H AL U FRIE (&)

Hrat: (&)

(b) Impairment loss on trade receivables (b) EZEWRERESEA
Impairment losses in respect of trade receivables are recorded using B S REMGRIE 2R ERBIE TR A EE
an allowance account unless the Group is satisfied that the recovery RARR  MEMRMASEER AR EZ SR
of the amount is remote, in which case the impairment loss is written Z AL BEMERRR RIBR AN REZIBAT
off against trade receivables directly. REEE K E % 58 F EBGRIEM
iz
The movements in the allowance for doubtful debts during the year, RAFE REBEZ28 (27EE
including both specific and collective loss components, are as follows: R R HERBEHD)WAT
The Group
rEE

2011 2010

S T2

HK$'000 HK$'000

BYF T B F T

At beginning of year REH 2,695 2,437
Provision for impairment losses B ETE B 55 278
Uncollectible amounts written off £ #8582 A A] Y B 5RIE - (20)
At end of year RER 2,750 2,695
As at 31 March 2011, trade receivables of the Group of approximately RZE—F=ZA=+—8 ' K5£E
HK$2,750,000 (2010: approximately HK$2,695,000) were individually & REAYE B 82,750,000 (ZF —
determined to be impaired and full provision had been made. These Z4F 5 #52,695,0000T ) 2 B 5 E U
individually impaired receivables were outstanding for over 150 days HIBEERETEAREREELEEZH
as at the end of the reporting period and related to customers that BtE - Z S EBRAERRIER RS
were in financial difficulties and management assessed that only a EIREHE @ AIARM1508 A £ - 3 81
portion of the receivables could be recovered. MR RS E P A mERE
st BF — o EKFKIER D -

(—z2—==% EXHIREBERAT )
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20. TRADE AND OTHER RECEIVABLES (Continued)

Notes: (Continued)

(c)

(d)

20. EZ R H AL W FRIR (&)

B (%)

Trade receivables that are not impaired () YEEEZEZEWRFE
The aging analysis of trade debtors that are neither individually nor S AR Bl 2 AR RS TRES E
collectively considered to be impaired are as follows: SEBERZRESTOT
The Group
AEE
2011 2010
S —z-2f
HK$'000 HK$'000
BYF T B F T
Neither past due nor impaired R EA B RBE 85 129
Less than 1 month past due BER DA —1E A 1,019 643
1 to 3 months past due wmE—Z= =1 A 2,015 907
More than 3 months =EANKE 940 1,166
3,974 2,716
4,869 4,010
Receivables that were past due but not impaired relate to a number BRI ERBEZ ESGRIERS & 8
of independent customers that have a good track record with the REBRSRIFAFERSCBIRR
Group. Based on past experience, management believes that no Bl -mBBELR ANEEEE
impairment allowance is necessary in respect of these balances as WREBANEE BZEERIDERE
there has not been a significant change in credit quality and the Al EYE - WEIREREHARE
balances are still considered fully recoverable. The Group does not FAESRE R E R - REEN R
hold any collateral over these balances. ZEEBFEEMERARD -
Amount due from a related company (d) FEWREIERDRFIE

The balance with a related company, of which the beneficial owner
of a corporate substantial shareholder is the director of the related
company, is unsecured, interest-free and has no fixed terms of
repayment.

BELR (ARREERR 2 ERE
BEARZBERRZES) 2BRYL
R ATEME  TMEEEER
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21. CASH AND CASH EQUIVALENTS 1. B REBEE€%EEER
The Group
KEE

2011 2010
—E——F —E-FF
HK$'000 HK$'000
BT T M T
Cash at bank RITEFRS 1,484 5,625
Cash on hand FHRIRS 6 2
1,490 5,627

22. TRADE AND OTHER PAYABLES 2. E5REMENRE

The Group The Company

KEH KA

2011 2010 2011 2010

“g--£ -3-%F —¥--F -T-3f
HK$'000 HK$ 000 HK$'000 HK$ 000
BEFT  EMTT  AEEFL BRI

Trade payables (Note (a)) BHENTIE (M) 7,222 7,638 - -
Accruals [EFTER 7,955 11,065 3,633 3,362
Other payables HiERRIE 5,306 3,395 2,365 1,791

20,483 22,098 5,998 5,153

(—z2——#4% EXHIREEARAR )
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22. TRADE AND OTHER PAYABLES (Continued) 2. ESZRHMENKIE (&)
Note: Biat
(@) The following is the aging analysis of trade payables based on invoice (a) MIEHREZZZELH BEFEMNK
date at the end of the reporting period: B REDITAT
The Group
AEE
2011 2010
S —z-%f
HK$'000 HK$°000
BT T JBETF T
0 to 30 days Z%30H 1,526 1,582
31 to 90 days 31%290H 279 358
Over 90 days 90H Ak 5,417 5,698
7,222 7,638
23. CURRENT AND DEFERRED TAX 23. IEIRIELER E
(a) Current taxation (a) ENHAFE1E
The Group
AEE
2011 2010
—E——F —E-ETF
HK$000 HK$'000
BT T BT T
Provision for prior years BEFERE
— Hong Kong profits tax —BBFER 488 12,090

CSMI Publishing Group Limited Annual Report 2011 )
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23. CURRENT AND DEFERRED TAX (Continued) 23. ENHARREZE R 1B (&)

(b) Deferred tax liabilities (b) EXEFIEEE

The components of deferred tax liabilities recognised in
the statements of financial position and the movements

EEMBARRARAER ZE
IR E 2 KB R

during the current and prior years are as follows: FERBAFEZEHUOT -
The Group rEE
Convertible
note
CIE:Y, &8
HK$°000
BB F T
At 1 April 2009 RZZETNFMA—H 2,348
Credit to consolidated statement of RNEEERTLEE
comprehensive income for the year FHEH K EF
(Note 11(a)) (Hiat11(a)) (2,339)

At 31 March 2010 and
1 April 2010

Credit to consolidated statement of
comprehensive income for the year
(Note 11(a)

At 31 March 2011

R-Z—BE=A=+—-AK

R-_E—ZEFMPAH—H 9
REEHRTERE

2HEKEE

(Hiat11(a)) 9)

R-E——F=A=+—H -

(=z——~==w

EXHIREEARAR )
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23. CURRENT AND DEFERRED TAX (Continued) 23. N RIEAERI1E (&)

(b) Deferred tax liabilities (Continued) (b) EEHIEEE (&)

The Company b /N
Convertible
note
AR EE
HK$ 000
BT T
At 1 April 2009 RZZETNFMA—H 2,348
Credit to statement of RFEZERMT
comprehensive income for the year 2HENE R (2,339)
At 31 March 2010 and 1 April 2010 RZE-—ZTF=A=+—HK
RZE—ZTFWMHA—H 9
Credit to statement of REZERMT
comprehensive income for the year THEK=RK 9)

At 31 March 2011 R-ZE——F=ZA=1+—H -

() RERELEBREE

(c) Deferred tax assets not recognised

At the end of reporting period, the Group and the
Company had unused tax losses of approximately
HK$735,289,000 (2010: approximately
HK$682,925,000) and HK$27,351,000 (2010:
approximately HK$13,485,000) available for offset
against future profits that may be carried forward
indefinitely, respectively. No deferred tax asset has
been recognised in respect of such losses due to the
unpredictability of future profit streams. There is no
other significant unrecognised deferred tax as at 31
March 2011 and 2010.

RBERR AEEBRARQ
RAIBEARBANBEES D
/578 #735,289,0000T (=&
—ZF 4975 %682,925,000
70 ) N 7 #27,351,000T (=
T—FF : 4,8%13,485,000
JC) + A] A LA 85 R AR s F) -
I AT LA £ BR HAth 45 6 o (R R Ak
TERIARACE I EZ - SR BLEZ
ENMBEEBRAELEHIEE
E-RZF——FRZF-F
FZA=Z+—H BEEME
RARERIELEFRIE
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24. BORROWINGS 24. B &
(a) Borrowings (a) B E
The Group The Company
rEE ¥ /NG
2011 2010 2011 2010
“E--% -Z-%2F C-E--§ —ZT-I%F
HK$'000 HK$'000 HKS'000 HK$000
BEFT EEF T BEFT BT T
Loans from a substantial B — % EERE 7 EEH
shareholder, unsecured LA
(Note (1)) (Hr0) 314,226 909 282,507 909
Loans from related EMENAZ
companies, unsecured EHERER
(Note (ii)) (B#E() 3,582 6,266 3,582 6,266
Loans from third parties, ~BE=H ZEEHER
unsecured (Note (i) (Bt i) 110,608 360,656 88,561 308,407
428,416 367,831 374,650 315,582
Analysed as: LRIV=E
Current mE 87,454 71,736 78,410 62,692
Non-current ERE 340,962 296,095 296,240 252,890
428,416 367,831 374,650 315,582

(=z—*%%

EXHIREEARAR )
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24. BORROWINGS (Continued)

(a) Borrowings (Continued)

Notes:

@

The amount represents loans granted by Billion Wealth, which
became a substantial shareholder of the Company with effect
from 12 May 2010. The amount comprises three loan facilities
with their principal amount in aggregate of HK$136,802,000,
granted by Billion Wealth to the Group and the Company:
(1) a facility of HK$60,000,000 (2010: HK$60,000,000) fully
utilised by the Group and the Company as at the end of
reporting period. The loan is interest-free. During the year, the
repayment term of the loan has been changed from originally
24 months to 36 months from the date on which the loan is
made or any other later date as may be mutually agreed in
writing by the Company and Billion Wealth; (2) another facility
of HK$50,000,000 (2010: approximately HK$41,551,000
was utilised) fully utilised by the Group and the Company as
at the end of reporting period. The loan is interest-free and
repayable on the date falling upon the resumption of trading
in the shares of the Company on the Stock Exchange; and (3)
a new facility of HK$50,000,000 which was granted to Group
and the Company on 9 November 2010. Both the Group and
the Company has utilised approximately HK$26,802,000 as at
the end of the reporting period. The loan is interest-free and
repayable on the expiry of 24 months from the date on which
the loan is made or any other late date as may be mutually
agreed in writing by the Company and Billion Wealth.

In the prior year, an imputed interest income of HK$6,000,000
was created to the consolidated statement of comprehensive

income of the Group and the Company.

24. 58 (&)

(a) & (%&)

@)

5% FX 1B $5Billion Wealth (B —
T-ZTFRA+_BEKA
RARRZEBRFIBFZE
X ° 5% # I B #EBillion Wealth
BYAEBERADRBZ=F
ERmE (AeEARBE
136,802,0007T) : (N—E& X &
BERAQNBNRBREHREH
) 2 B & % %60,000,0007T
—Z—Z 4% : #%%60,000,000
L) ZERARREER-F
N ZERZERREARE

HERE BRI BEART
E4Billion WealthAJ 4B B £ ™
e 2 EAEMREBEH: (2)
B—EAXAEHBRARA TR
EHRZHBACHERE
50,000,0007T (ZE—FF: 2
) F 4975 %41,551,0007T ) © #%
BERABREEI WERAR
AR FTMEE EERD &
HESR RQF—ERXN=_ZT—
TE+—ANBERTAEER
AN &) 2 7 #50,000,0007T &t
BoAEERAQNREREE
HAR B B) A 4975 #526,802,000
T ZERARBER  WHER
BEERE B 24 A ER
fF 5k #2782 &) EdBillion Wealth
AREAEE E B E 2 W E
REEHER-

RBAEFE —FFK
6,000,000 7 HEEF| B AE
HAAREERARRZEASR
AR K-
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24. BORROWINGS (Continued)

(a) Borrowings (Continued)

Notes: (Continued)

@)

(Continued)

On 12 May 2010 when Billion Wealth became a substantial
shareholder of the Company, Billion Wealth had extended
the repayment terms of its non-interest bearing facility of
HK$60,000,000 granted to the Group and the Company.
Unamortised imputed interest expense on the loan as on that
date of approximately HK$2,876,000 was released and debited
to the equity of the Group and the Company. In addition, an
amount of approximately HK$10,726,000 was credited to
equity of the Group and the Company as deemed shareholders’
contributions.

An imputed interest expense of approximately HK$9,086,000
was debited to the consolidated statement of comprehensive
income of the Group and the Company. Imputed interest
expenses on the facilities are calculated using the effective
interest method by applying the effective interest rate of
approximately 5.12% per annum.

Included in the borrowings were also a loan balance
assigned from a former shareholder of the Company in
aggregate amount of approximately HK$123,003,000 (2010:
approximately HK$117,532,000). As at the end of reporting
period, the assigned loan is unsecured, interest bearing at Hong
Kong prime rate plus 1% per annum and is not repayable
within one year.

24. B8 (&)

(a) & (%)

Bzt (8)

@)

(%

Billion WealthR—ZE—ZF H
A+ZAKAA GBI EERRE
B BEEREETASEEAR
AT Z % #60,000,0007 % B
BEZEFH-ZERNEH
ZARBHEER BRI NBLE
2,876,00070 2 # 7 B AN &
RARRE Z A o o —
£ 49748 %10,726,0007T 2 7K 1A
ERABRREEFAANEH K
RARZIEA -

EEAKBREARRZES
EEBEERFNBROBE
9,086,000 T Z HH F S F %
BMEZHEEF BRI UEERF
KERBERFREL512EF

o

i

ZEERENREEREAR
AR ZERER BEE
%9 /5378 #123,003,0007T (=&
—ZTF 4B #117,532,000
To) o RMEMKR ZEEHEE
W EET BB TREBERF
FIEMEFTE  BBER—F
WEE -

(=z——~==w

EXPIREBERAR )
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24. BORROWINGS (Continued)

(a) Borrowings (Continued)

Notes: (Continued)

@

(Continued)

The amount also comprises loans assigned from another former
shareholder and its subsidiary of approximately HK$59,185,000
and HK$27,466,000 (2010: approximately HK$57,185,000 and
HK$26,538,000) for the Group and the Company, respectively.
The loans are unsecured, bearing interest in Hong Kong prime
rate per annum and are repayable on the expiry of 30 calendar
months after the year end of the first profitable financial year
of the Company since 24 January 2003 but no later than the
twentieth anniversary of 24 January 2003.

In the prior year, the entire amount represented a disputed
loan granted by the former substantial shareholder of the
Company to the Group and the Company. The balance was
unsecured, interest-free and repayable on demand. Following
the assignment of the shares of the Company to Billion Wealth
by this former shareholder, the balance was reclassified to loans
from third parties during the year as further detailed in Note
24(a)(iii) below.

24. 58 (&)

(a) & (%)

Hyat: (8)

@)

(&)

ZABENBEEEE S AR
RREWNBARIZER #ZE
ERBETAEEARAQR &
%89 Bl #) & 74 159,185,000
N % #27,466,0007C (= ZF —
TF 478 %57,185,0007T &
75%26,538,0000T) * ZEE K
WHEER BERBETLRERF
FEFE - WEBRARAZE
T-F-A-THAREEEE
I B FEF A %30EE A&
MEEE EAATER =TT
=F—AZ+HHBF20EF

EH-

RBEFE  ZFER2FEEAR
AR EZRER TFAEE R
KARZESUHER b
RIEHA BRI BT
BEREREE - ZABREBA
N A% 1D 8 5E FBillion Wealth
% ZERCREREFHEA
EAF-FZER FHBER
N 3HE EE24() i) ©
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24. BORROWINGS (Continued)

(a) Borrowings (Continued)

Notes: (Continued)

(ii)

(iii)

The amount represents the loans granted by a company under
common control of the beneficial holder of Billion Wealth. The
amount is unsecured, bearing interest at 12% per annum and
are repayable within one year.

In the prior year, the entire amount represented a disputed loan
granted by a subsidiary of Strategic Media to the Group and the
Company. The balance was unsecured, bearing interest in Hong
Kong prime rate per annum and are repayable on the expiry
of 30 calendar months after the year end of the first profitable
financial year of the Company since 24 January 2003 but no
later than the twentieth anniversary of 24 January 2003. During
the year, the balance was reclassified to loans from third parties
as further detail in Note 24(a)(iii) below.

Further to Notes 24(a)(i) and 24(a)(ii), the amount comprises
loans granted by the former shareholder and its subsidiary of
approximately HK$7,394,000 and HK$7,394,000 to the Group
and the Company, respectively. The amounts were reclassified
from loan from a substantial shareholder and loan from a

related party to loans from third parties during the year.

As at the end of the reporting period, the balance also comprise
loans granted by third parties with amounts of approximately
HK$23,707,000 and HK$14,663,000 (2010: approximately
HK$23,707,000 and HK$14,663,000) due by the Group and the
Company, respectively. These balances were unsecured, interest-
free and repayable within one year from the end of reporting
period or on demand.

24. 58 (&)

(a) & (%)

Bzt (8)

(i)

(iii)

2 FR 1845 M Billion Wealth®E 25
BAEAKLRES 2 ARETZ
B o 5% BN KR - R R
2% WAR—FRER-

RBEFE ZHRELZ2EE
Strategic MediaZ Mfi & 2 7] #%
FAREBBRARNGZEH
MER-ZERTEKE B
BRAETHEEFMNERFE I
ERARAA_ZEE=F—H
ZH AR EEERNYBEE
FHE1%30MEE A 8RS EE
WARATER T =F—A
—+IHBRE00EFE R F
N ZEREEHHDEEASE
=HZER FBER T XM
wE24(a)ii) °

78 Bt 7E24(a)() F2.24(a) i)
REOEMREREMNEA
BYAEBRARRZER
SEH B4 BEET7,394,0007T
K2 7 #7,394,0007C ° 3% 7 E T
RENHE-—EBEZEREZE
FhA—BMEALZERE
FoEEAE=HZENR

p=1113
N

Rl

RBEBRR ZEXRTEE
HEZABTAEERAE
RAZEZT BN A
5 #23,707,0007T N B
14,663,000 (ZF — T F -
#)56 123,707,0007C K B &
14,663,0007T ) ° 3% 5 4 /R 3 4
W B AIE  WERIR
SRR —FRKIEERE

= e

(=z——~==w

EXPIREBERAR )
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24. BORROWINGS (Continued)

(a) Borrowings (Continued)

Notes: (Continued)

(iii)

(Continued)

The amount also comprises loans granted by the former
shareholders and their subsidiaries of approximately
HK$20,251,000 and HK$7,248,000 (2010: approximately
HK$19,561,000 and HK$7,003,000) to the Group and the
Company, respectively. The loans are unsecured, bearing interest
at Hong Kong prime interest rate per annum and are repayable
on the expiry of 30 calendar months after the year end of the
first profitable financial year of the Company since 24 January
2003 but no later than the twentieth anniversary of 24 January
2003.

The remaining amounts of approximately HK$59,256,000
and HK$59,256,000 (2010: approximately HK$47,120,000
and HK$47,120,000 respectively) due by the Group and the
Company respectively are unsecured, and bearing interest at the
rates ranging from 0.5% to 24.0% per annum (2010: ranging
from 0.5% to 24.0% per annum). These balances are repayable
within one year from the end of reporting period or on demand.
In addition, an amount of approximately HK$270,268,000
and HK$239,621,000 due by the Group and the Company,
respectively to an independent third party last year was
reclassified to loan from a substantial shareholder during the
year as further detailed in Note 24(a)(i). Out of the balance in
last year, HK$95,551,000 was non-interests bearing and the
remaining was bearing interest ranging from Hong Kong Prime
rate to Hong Kong prime rate plus 1% per annum.

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

24. 58 (&)

(a) & (%&)

Hyat: (8)

(iii)

(#)

ZATBINBIERTIR R R E 2
MBARAIKRTFTAEERAAR
AIZEBR @BEH K AEBE
20,251,0007T & % #7,248,000
T(ZE—ZF B
19,561,0007T 7 #7,003,000
TL) cZEERAEER BB
THREBRFRNEFERERS
EER=F-A-FHOBEEAR
A E EE R B B E 451230
BEAERSER BATE
RZET=-F—A=-FTMHAR
F20BFEH -

RNEE KRR RIEERN 2 T
FIE 5 Bl 47 #559,256,00070
7% #59,256,0007C (=& —
TF 5 B4 47,120,000
7T N 8 #47,120,0007T ) A
A IR FFF0.5E £24.0F
(ZZE—ZF FHROSEZE
240 )5H B o % F B RARTR
EHRBAT —FANEREK
BE- BN EFEAEERK
RRABDRIER—BELE =
J7{E 1B 4978 %270,268,0007T
K 75 #239,621,0007T 2 #IB
ERFREFH»EEE—EE
BRRE B B EAM
24(a)(i) e R F 2R B
95,551,0007C T &1 # & - #25K
ARBTRERFNEEET
SERFFENEFTE -

R|ERR ARFR L E
THEREEETELMND
MBI EE24(00)
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24. BORROWINGS (Continued) 24. B E (&)

(b) EXEMBZEE

(b) Borrowings under dispute

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

The Group and the Company accrued interest expenses
of approximately HK$277,000 and HK$219,000
(2010: approximately HK$277,000 and HK$219,000)
and included in the finance costs of the Group and
the Company for the year ended 31 March 2011,
respectively. Despite the borrowings from above
being under dispute as at the reporting date, interest
expenses were charged based on the amounts due and
the applicable interest rates.

RBEMRZEEREARE
BEEZTELAMGZETE
RER - BEFRA HXH5H
TETZZARHWERT L
XM ERRERE
ZH el EER R AME
RIBLEA#E REXHHT
NABREREZ S WHEE
REZ RS - ARFIE BRI
REEEEA BN 2 AR
FHo

HEe—_T——F=A=+—
HEFE AEBEEKAKAAQA
BRI D RN B
#277,0007T & 7% #219,000
T(ZE—ZF B
277,0007T & 7% #219,000
7o) WEFFAREERAR
AR - BE Ll EE
s B EBDE TS R
1% B B 5k 18 KB A A R BR
FERZ -
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24. BORROWINGS (Continued) 24. 68 (&)
(b) Borrowings under dispute (Continued) (b) EEMBZEE (F&)
An analysis of the borrowings under dispute is as EFmzEEZ W
follows:
The Group The Company
x&E b NG|
201 2010 2011 2010

—2--% C-T-TF CZB--%f CZT-%Tf
HK$000 HK$'000  HK$'000  HK$'000
BEFL  ERTrT  EETr BRI

Loans from a substantial B—&TEBREZ

shareholder, unsecured EERER - 909 - 909
Loan from a related B—HBEERRZ
company, unsecured EERER - 6,266 - 6,266
Loans from third parties, B % =} 2 &K H
unsecured B 23,367 15,915 13,910 6,516
23,367 23,090 13,910 13,691
Analysed as: PNA:
Current mE 15,349 15,349 7,425 7,425
Non-current e 8,018 7,741 6,485 6,266
23,367 23,090 13,910 13,691
As further detailed in Note 24(a)(i), loans from a % 20 BT FE24 ) (DFTEE it - |
substantial shareholder and a related company last year R—BAEERER_FT—
were reclassified to Loans from third parties during ZEFRA+_HBHEER
the year as a result of the assignment of shares of the Z KA AR 17 ¥ 3E T Billion
Company owned by this former shareholder to Billion Wealth - Bt A5 B 7% AR
Wealth as on 12 May 2010. RE—HBEATNBLE
TR AFEHEFHDEEE
/""'—jﬁj—sz“cth
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25. CONVERTIBLE NOTE 25. TR EE

Pursuant to a subscription agreement dated 3 February
2005, a convertible note (“the Note”) with principal amount
of HK$50,000,000 was issued to the then substantial
shareholder of the Company, Strategic Media on 30 April
2005 which expired on 29 April 2007. Holder of the Note
has the right at any time to convert all or part of the Note
into shares of the Company at the conversion price of
HK$0.05 per share, subject to adjustment. The coupon
interest rate on the Note is 1.5% per annum on the
principal amount. Interest is payable by the Company once
every six months in arrears so as to produce a constant
periodic rate of charge for each accounting period.

On 19 November 2007, the Note-holder exercised its
discretion to extend the maturity date of the Note from
29 April 2007 to 31 March 2009. On 31 March 2008, the
Note-holder further extended the maturity date of the Note
to 30 April 2010.

Pursuant to a loan agreement entered into between the
Company, Strategic Media and Billion Wealth on 23 April
2008, all of the rights, title and benefits in the Note issued
by the Company were assigned to Billion Wealth.

In the prior year, the Note with principal amount of
HK$48,000,000 had been converted into 960,000,000
ordinary shares of the Company (Note 26). During the year,
the remaining Note with principal amount of HK$1,000,000
has been converted into 20,000,000 ordinary shares of the
Company and the remaining balance of HK$1,000,000 was
reclassified to other payable upon its maturity on 30 April
2010.

BER-_ZETERF-_A=HF]
UZRBEHE AN ER/BE
50,000,0007T 2 Al #2 fx B 4 ([
BI)DR-_ZETRAFMWMA=1H
BOITARAIERZEERR
Strategic Media* W —ZFTZT+4F
MAZ+HRER - ZEF/BEAR
T BE Iy A B AR AR 19 B #60.057T 2
BMRE (A TRE) B2 HED
EREBMAERNRRGD - BEZE
EHN SRR S FEAF RN K152
FHE M ERAAREGNEA T
—RNEEEEgTHERN E
HRECEHER-

RIZZLF+—ATNRE BiE
RAEATEERBRE $RERE
MABBE_TTEFEA=-TN
B EE_TTNF=A=+—
A-R-_FENE=A=+—A8"
REFAABEEER R HTEE
ZE_ZE-ZEFPHA=1+H-

1B ¥ 7&K X 7] « Strategic Media&
Billion Wealthi? ZZZ )\ F M A
Z+H=BFFFTNZER B AR
&l A Billion Wealth#8 3% H B 317
FHE YRR AR -

RE—FE KXeBERABEK
48,000,000t 7 ZHEE #ER A
960,000,0008% A&~ &) F @A (7
i326) AFEEFE ReBERBE
1,000,000tz % T EHECDE R A
20,000,000A8 A~ &) & @ AR - s
1,000,000 2 82 N 2B AR E
IR —ZSFNA=+HE
o B E E A R FE -
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25. CONVERTIBLE NOTE (Continued) 25. TR RE (&)
The movements of the liability component of the Note for ERAEHBIRAFEZEHN
the year are as follows: ‘|T :

The Group and Company

AEERADF
2011 2010
—E——fF —T-ZF
HK$'000 HK$°000
BT BT T
Liability component at REN 2z AR
beginning of year =i%a) 1,914 37,131
Interest charge (Note 9) FERZ (KE9) 86 7,813
Conversion into ordinary shares of LAY VNN
the Company T (1,000) (43,030)
Reclassify to other payable B EF S LA
upon maturity R E A FER FRIE (1,000) -
Liability component at end of year, RERZBEHS
current portion T ENED 5 - 1,914
Interest expense on the Note is calculated using the effective —ZEZENFHA— El E2_T—F
interest method by applying the effective interest rate of FUA=TRHEBEHD 2REH
34.8% per annum from 1 April 2008 to 30 April 2010 for BERAXHEAER 7F'J+/£T ERF
the liability component. M=E348%:TE -
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26. SHARE CAPITAL 26. R A<
2011 2010
—E--F Ik S S5
Number of Number of
shares Amount shares Amount
R&G#E £8 b nEE! Ex
‘000 HKS$'000 000 HK$'000
TR BETT TR BETT
Authorised: EE
Ordinary shares of SRE%0.05T2
HK$0.05 each LBk
At beginning of the year REA) 4,000,000 200,000 4,000,000 200,000
Increase during the year ERIEN
(Note (1)) (H#0) 96,000,000 4,800,000 - -
At end of the year RER 100,000,000 5,000,000 4,000,000 200,000
Convertible preference shares &1 8%0.057T 2
of HK$0.05 each TRRELR
At beginning of the year REA) - - - -
Increase during the year ERE
(Note (}) (W) 50,000,000 2,500,000 - -
At end of the year RER 50,000,000 2,500,000 - -
Ordinary shares, issued and ERTRBELZ
fully paid: LER:
At beginning of the year REA 1,951,686 97,584 991,686 49,584
Conversion of the Note ERRE
(Note (i) (Hrs i) 20,000 1,000 960,000 48,000
At end of the year RER 1,971,686 98,584 1,951,686 97,584
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26. SHARE CAPITAL (Continued)

Notes:

@)

(ii)

(iii)

Pursuant to an ordinary resolution passed by the shareholders at
the annual general meeting of the Company on 30 June 2010, the
authorised share capital of the Company has been increased from
HK$200,000,000 divided into 4,000,000,000 ordinary shares of
HK$0.05 each (“Ordinary Shares”) to HK$7,500,000,000 divided into
100,000,000,000 Ordinary Shares and 50,000,000,000 convertible
preference shares of HK$0.05 each (“Convertible Preference
Shares”) by the creation of 96,000,000,000 Ordinary Shares and
50,000,000,000 Convertible Preference Shares.

The holders of Ordinary Shares are entitled to receive dividends as
declared from time to time and are entitled to one vote per share
at meetings of the Company. All Ordinary Shares rank equally with
regard to the Company’s residual assets.

On 29 April 2010, 20,000,000 ordinary shares of the Company were
issued as a result of partial conversion of the Note by the Note-holder
(Note 25).

26. lA (48)

Bt

@)

(ii)

(iii)

RERER-_T—ZTHFA=FTBZ
AARBRBEFAE FEBy TR
HE BB %96,000,000,0000%
M ([E@AR]) &50,000,000,000
BB ELER (TR RARE X
Bl ARRZEAERAD BB
200,000,000t (% A&4,000,000,000
BEREBOSTT 2 EBR)
# % % #7 500,000,000 (9 A
100,000,000,0000% & % % #0.057C
A% 52 50,000,000,0000% & 3% 75
#0.0570 2 AT AR B LR ) -

BB A AR REEEEIR X
B TR ARRZ & Ll kn
BE-EERRE-MAEBRMAR
AZRIGEEN=HIFH RS-

MREEFEABRBIEE AR
RIBER-_Z—TFWNA-_+hBH%T
20,000,0000% & @A% (A74£25) °
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27. RESERVES

(a)

The Group

27. %

The amounts of the Group’'s reserves and the
movements therein for the current and prior years are
presented in the consolidated statement of changes in

equity.

(a) X&KHE
AEBRAFELRBEFE

mMERmERRES-

(b) The Company (b) &2 7]
Attributable to owners of the Company
RRAEEAEE
Convertible
Share  noteequity Shareholders'’ Distributable  Accumulated
premium reserve  contributions reserve losses Total
TRREE
R EE REGRE RRLE THIREE 2EER @t
Notes HKS 000 HKS 000 HKS 000 HKS 000 HK$ 000 HKS 000
W BETT BT BEFT BRI BT BT
At 1 April 2009 RZEZNENA-A 127,764 18,520 49,087 231,340 (766,618) (339,907)
Total comprehensive income FER2ERA
for the year 28 - - - - (76,632) (76,632)
Conversion of convertible note BRTRREE 12,809 (17,779 - - - (4,970)
At 31 March 2010 and RZZ-2F
at 1 April ZA=t-Hk
2010 “Z-ZEEA-H 140,573 741 49,087 231,340 (843,250) (421,509)
Capital portion of advance from ~ TERRBIE
substantial shareholder BAE5 - - 10,726 - - 10,726
Release of shareholders’ A-2R%E2
contribution resulted from E0ER
change in terms of SEMAL
shareholders loan KL E - - (2,876) - - (2,876)
Total comprehensive income FER2EHA
for the year &% - - - - (68,577) (68,577)
Conversion of convertible note ERTARER 25 370 (370) - - - -
Expiry of convertible note TAREES 25 - (371) - - 371 -
At 31 March RZE——%
2011 ZR=t-*H 140,943 - 56,937 231,340 (911,456) (482,236)
(—z2——=4% EXHIREEARAR )
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27. RESERVES (Continued)

(c) Nature and purpose of reserves

(M)

(i)

(iii)

Share premium

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

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

Convertible note equity reserve

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

Shareholders’ contribution

Shareholders’ contribution represents the waiver of
loans from equity holders during the year ended 31
March 2003 and non-interest bearing loan facilities
granted by shareholders to the Group and the
Company.

&)

27. #E (&

(o REHEERAR

(M

(if)

gD

P 1 (B Bk 2 FE R X B

SHERADEEE-

RERSHSQEE K
NElR G ERZES
A DR T AR FRR -
HREEZZDIKKE
EHE KARABRE
BEEENBEEBBEE
R B

ARRREERHE

AEBZAIBRBERERE
miFEER AR R E #%
TR RIE Z W RTT
gD 2 (BE ZE
1B TSR M S 450 AT #R AX
SEERMN G ETBR
TUARER

(i) BREHE

BEROHEERBEE-F
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27. RESERVES (Continued)

(c) Nature and purpose of reserves (Continued)

(iv)

(v)

(vi)

Exchange reserve

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

Distributable reserve

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

Contributed surplus

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

27. @ (48)

(o REEERAER (&)

(iv) ERf#E

(v)

ERREERRESII
XB 2V BHmERMEL
ZFTASNEZ 5 - B RE
BIRBW A 2 &
AT -

AR R

AN IREEERER
—ETE=F=A=+—
BEFERERE %
ThRHhEERBE
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27. RESERVES (Continued) 27. %% (&)

(d) EXEE

(d) Capital management

The Group’s primary objectives when managing capital
are to safeguard the Group's ability to continue as a
going concern, and to support the Group's sustainable
growth.

The Group sets the amount of equity capital in
proportion to its overall financing structure. As set forth
in Note 2, the Group has adopted several measures
including obtain facilities from new investor and cost
control. The Group manages the capital structure and
makes adjustments to it in light of changes in economic
conditions and the risk characteristic of the underlying
assets.

In order to maintain or adjust the ratio, the Group may
issue new shares, raise new debt financing or sell assets
to reduce existing debt. The Group may also obtain loan
facilities from various parties to safeguard the Group’s
ability to continue as a going concern.

The Group is not subject to externally imposed capital
requirements.

AEBEBEAZAZRR
TIREARE BB Ml BRI
FEQERERE WA
SEMARFEERR-

AEBEREBEREEEE
ERRARZ & 5o M EE2F
Ul TR SR Tk = i
BRAFKEENESHE &
RASES - AERBERESR
BEAEBEBERNABEE
ZEBRBBELTHE-

PR AFBLL R KEET
BITHR ERTEHRE L
HEBENRPRBEBR A
SBIRRE N RB R ERF
ERRE  UREAREE 2

= Lo AL,
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28.

29.

NOTE TO THE CONSOLIDATED STATEMENT OF
CASH FLOWS

Major non-cash transaction

The convertible note with principal amount of approximately
HK$1,000,000 had not been converted up to its expiry date
on 30 April 2010 and was transferred to other payables as
further detailed in Note 25.

OPERATING LEASE COMMITMENTS

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

At 31 March 2011, the total future minimum lease
payments under non-cancellable operating leases are
payable as follows:

28.

29.

RERERERME

TEFEREEXS

A& FE4) 57 ¥1,000,0007T 2 7]
BREBTAREHE T —ZFN
A=Z+HZESEESE R Y&
M EHEAMEN IR - IR 2N
FE25 °

REHERE
AEERECERERHEESR

THREME RBERMEER-

RZZE——F=A=+—H" 1B
Tz e E RN 2 R K
RIEAERBBEBEINT

2011 2010

—E——fF —E-FF

HKS$'000 HK$'000

BEFTT BB F T

Within one year —F R 6,572 4,975
In the second to fifth years F_FEFRF

inclusive (BIEEREME) 2,801 4,571

9,373 9,546

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

REHERREAEERESE T
WE WAEYE M NTERE
Nzile KEREE HOFH
FHR=F FEEHBANEEE

F o

(=z—*%%

EXHIREEARAR )




NOteS tO the FinanCiaI Statements For the year ended 31 March 2011

PIBHMRINEE oo sonmrnves

30. EQUITY-SETTLED SHARE-BASED 30. BB A EURGDAER

TRANSACTIONS

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

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

No share option was outstanding at 31 March 2011 and
2010.

R

RZZTTE=F—A+HHE ARQHA
A —IEEE R R B ([BBARAERT
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HEZEZEMAREREERA
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FTBEBRERZEITZROBH
TEBBAARRNERESIE
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10% * T aZ PR $I AT BE AR R K & F
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31. RETIREMENT BENEFITS SCHEME 31. R KE R+ E

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

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

The total cost charged to consolidated statement of
comprehensive income of approximately HK$1,197,000
(2010: approximately HK$1,260,000) (Note 10) represents
contribution payable to these schemes by the Group in
respect of the current accounting period.

AEBRBREBERBAFERESR
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32. CONTINGENT LIABILITIES 32. RAREE

During the year ended 31 March 2011 and 2010, the Group
and the Company have the following material litigations:

There were several cases brought forward from prior years
related to defamation and infringement of copyright that
remained unresolved. All of them were brought against
Sing Pao Newspaper Company Limited (“SPNCL"), a wholly-
owned subsidiary of the Company. Court judgments
have not been stated and the amounts claimed were in
aggregate approximately HK$517,000 (2010: approximately
HK$517,000). In the Directors’ opinion, the liabilities are
unlikely to crystallise and no provision has therefore been
made in respect of these claims as at 31 March 2011 and
2010.

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

Name of related parties

BEATER

Relationship

2RES

Strategic Media

Strategic Media

SMI Corporation Limited
(“SMI Corporation™)

EXEBREBEBRAAF
(T2XHEKREE])

Billion Wealth

Billion Wealth

Birmingham International Holdings Limited
("Birmingham™)

HAMBRKIERBR AR ([AAH])

Universal Properties Group Holdings Limited
("Universal Properties”)

Universal Properties Group Holdings Limited

([Universal Properties | )

SPLux Company Limited (“SPLux")

SPLux Company Limited ([SPLux | )

A substantial shareholder of the Company up to
11 May 2010
BEE-ZT—ZFAAT—ALEARRRAZEERRE

Strategic Media is a shareholder of SMI Corporation
and the Company up to 11 May 2010

BZEZZ-F—ZF A A+ — A Lt Strategic Media &
EXBEREBRARRZKRE

A substantial shareholder of the Company with effect
from 12 May 2010
B ZEFAAT-_HEKRARAGEERRK

Mr. Yeung Ka Sing, Carson (“Mr. Yeung”), who has
deemed substantial interest in the Company,
is also a director of Birmingham

BRBLE ([HEE) BRREBARFTERER -
TRAAHZES

Mr. Yeung is also a director and a shareholder of
Universal Properties
15 % 4 IR A Universal Properties” & 5 I i& 3R

Mr. Ma Shui Cheong is a common director of
SPLux and the Company, and has substantial interest
in SPLux

Bin 8 E RN AT HESPLUXZ FERIESE - WA SPLux
BAER
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EXHIREEARAR )




NOteS tO the FinanCiaI Statements For the year ended 31 March 2011

PIBHMRINEE oo sonmrnves

33. RELATED PARTY TRANSACTIONS (Continued) BEAEALRES (&)

(a) In addition to the transactions disclosed elsewhere in (@) MR BmKREME D HEE
the financial statements, the Group also entered into RGN FRNREEINEI L
the following related party transactions during the year. ATHEEALR S

The Group
rEH
2011 2010
—E——F —ZE-ZF
HK$'000 HK$°000
BT T BT T
Interest expenses on loan from B Billion Wealth 2
Billion Wealth* ERZMERZ* 6,612 -
Interest expenses on loan from BHPABZERZ
Birmingham* MEFZ* 319 -
Interest expenses on loan from BEXEREEZ
SMI Corporation ERZMERE 25 219
Effective interest expense on B Billion Wealthz
loan from ERZ2EBFE
Billion Wealth* F 2 * 9,086 -
Advertising income from ERIEEEE: o4
Birmingham* B & WA (6,032) -
Advertising income from B Universal Properties
Universal Properties* 2 BEWAF (956) -
Advertising income from SPLux* B SPLuxZ & & Y A * (246) -
*  Connected transactions * EXS
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33. RELATED PARTY TRANSACTIONS (Continued) BBEAEALRES (&)

(b) Key management personnel remuneration (b) TEEEBEAEME
Compensation for key management personnel, EEBABENESBRIELN
including amounts paid to the Company’s directors and TARAEZFRSRITHA
senior executives, is as follows: B ZFIBHIWT

2011 2010
—E——F —E-EF
HK$'000 HK$'000
BT JBE T T

Salaries and other short-term e kHEMBEH
employee benefits EE &7 3,652 3,560
Pension scheme contribution BARSFEIHN 47 40
3,699 3,600

34. FINANCIAL RISK MANAGEMENT OBJECTIVES M. cREREEEERBE
AND POLICIES

The Group's major financial instruments include trade and AREZIEZESHTABHEES
other receivables, trade and other payables, convertible note K H A EUERIR - B 5 R L A
and borrowings. Details of these financial instruments are A ABRERERMEE -%ZFE
disclosed in the respective notes. The risks associated with BMTAZFBENEAEMERE -
these financial instruments include credit risk, liquidity risk, ZETRIAZERRRBREE
interest rate risk and currency risk. The policies on how to ERk - RBE SRR FIRER
mitigate these risks are set out below. The management REWRR - B % S BMR 2 BRR
manages and monitors these exposures to ensure RTIX#EI -EEBEAREERE
appropriate measures are implemented on a timely and 2z E Rk AR E R B R
effective manner. H PR EE B 15 e o

(—z2——#4% EXHIREEARAR )
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34. FINANCIAL RISK MANAGEMENT OBIJECTIVES
AND POLICIES (Continued)

(a) Credit risk

(i)

(ii)

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

In respect of trade receivables, the Group’s
exposure to credit risk is influenced mainly by the
individual characteristics of each customer. At 31
March 2011, the Group had certain concentration
of credit risk as approximately 12% (2010: 18%)
and 13% (2010: 6%) of the total trade and other
receivables was due from a major customer and a
business partner, respectively.

. cHEREEEERBER

(%)

(a) EERBS

(i)

(ii)

B 5 N B b & U KR
mE - ARKEE &2
BERIEERR"
ERZEEERR  YE
HplBR T 8XFP2W
BAOR MR ETEE
At e ZFFHERTRE
FPREXMEIBHIEZ
FOER IR B 2 TR BE
TEBINEF ZEFE R
FEMREFPEEME
Ml 2 EEIRE - AR
BEREMBEERA
Efgm - BB —RRER
HERR=+Z-<TH
REILE

+ Ja=
S4B

HESEWHIERS -
REBFREZEERR

EXEREPZTAIG
N E - RNR_F——
F=ZA=+—8B -BR
W —BEBRPR—
LEBBHZEIRE
f FE R IB B EE 5 Bl 4
B12% (ZTE—ZTF:
18% ) RX13% (ZE—F
F:6%) WAKEEAES
ETEERBSEPER-
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES M. cREMREEEERBE
AND POLICIES (Continued) (#&)

(a) Credit risk (Continued) (a) EERR (&)

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

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

(b) Liquidity risk

Individual operating entities within the Group are
responsible for their own cash management, including
the short term investment of cash surpluses and the
raising of loans to cover expected cash demands,
subject to board approval. The Group's policy is
to regularly monitor current and expected liquidity
requirements and its compliance with lending covenants
to ensure that it maintains sufficient amount of
cash and adequate committed lines of funding from
potential investor to meet its liquidity requirements
in the short and longer term. The Group relies on
borrowings as a significant source of liquidity. As at
the date of this report, the Group had an undrawn
loan facility available from a corporate entity as further
detailed in Note 2 or the financial statements of
approximately HK$100,000,000. The Directors plan to
seek further financial support, when necessary, from
this corporate entity to provide adequate funds for the
Group to meet its liabilities as when they fall due in the
future.

(i) B EF T HEEERF
REBIFRSEETIR
ZIRIT BRBESRZE
ERRAR-

EMALERESRE
ft M KB T A A
AR E— SRR
BHAH 20 -

(b) RBEEER

HEAZESEE ERE
BHZEHEEREFES
eHEZEENENTBRZ
ReFTRK -AEEZHEEKEBTE
HERERRLERRBE
TEREREFABRZE
#OUARREEREENRS R
MEEBEREE ZRBEHE
CERmE UEMHEEBER
EHZRBHESZTRK-AE
ERBEEEARBDESE
ERF - RAREBH A%
Er e —HoEERE (B
SH B RERME2) BER 2
MABRAERBENRBE
100,000,0007T ° & E 5t &7
EREMBRATRAZEEER
BESRE—PUBIZFE RE
FRZES TFTAEBUER
HNRRBBZEE-
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES M. cREMREEEERBE

AND POLICIES (Continued) (#&)
(b) Liquidity risk (Continued) (b) RBEELREK (&)
The following liquidity table set out the remaining TREIRNEEBRRNRARZ
contractual maturities at the end of the reporting ﬁfkﬁfﬁﬁ’\\#ﬁiﬁﬂﬂi,z%ﬁ?
period of the Group’s and the Company’s financial HBHER ZENBEER
liabilities based on contractual undiscounted cash %Jﬂ‘ﬁﬂﬁé\l%@fﬁ hIRIE &R
flows (including interest payments computed using i(’j?ﬁﬁm“'ﬁ' | & (k@
contractual rates or, if floating, based on rates current FE) BR R E IR 2 IRATH
at the end of reporting period) and the earliest date the KI)FEZFENR) RAE
Group and the Company is required to pay: BRAABANRZ&EFA
BB R %
The Group rEE
201 2010
3¢ “z-3

More than  More than Total More than  More than Total

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

AHAEE ABKED

-5R3 HE-EE  REREE 54%R -ER3 BE-FE  BERER B4EE

BER  OWEE  OREF  BELF 48 BEE  BER JRWE JRIF #EIF kE  FEfE
HKSO00  HKSO00  HKSUOD  HKSUO  HKSOOO  HKSU0D  HKSUOD  HKSOO  HKSOOO  HKSOOD  HKSUOOD  HKSOOO
EYFn  ERTR ERTT BRFn BEFR BETR EETT BNTL ERTT O BT ERTT EKETR

Borrowings #E 90,331 265,291 - 121384 477,006 428416 74484 24,884 - 120312 419,680 367,831
Convertible note THREE - - - - - - 2,000 - - - 2,000 1914
Trade and other payables B 5 R tER B 20483 - - - 20,483 20483 2,098 - - - 2,09 2,09
110,814 265,291 - 121,384 497,489 448,899 98,582 224,884 - 120312 443718 391,843
The Company ¥ YN
201 2010
-%--f “3-%%

More than  More than Total More than ~ More than Total

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

AHARE AHRER

-FRy  RE-5E REREE RENE —Fhy RBE-FE  BERFE Reiig
REX  OWREE  OWEF  BAIE ag REE REX  JREE  ORDF  B8IE 2% HaE

HKSO00  HKSO00  HKSO0D  HKSOOO  HKSUOD  HKSOD  AKSOO0  HKSOOD  AKSOO0  HKSOOD  AKSOO  HKSOOD
ENFR  ERTR ERTT BRFR ERFR BETR EETr BNTn BT BT ERTL ERTR

Borrowings B 81,287 265291 - 57657 404235 374,650 65439 2488 - STEST 347980 315582
Convertible note TAREE - - - - - - 2,000 - - - 2,000 1914
Due to subsidiaries ERMHBARAE 3,004 - - - 3,004 3,004 1819 - - - 1819 1819
Other payables AtERE 5998 - - - 5998 5998 5153 - - - 5153 5153

90289 265291 - ST657 413231 383652 74,411 204,884 - SIEST 356950 324468
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES M. cREMREEEERBE
AND POLICIES (Continued) (#&)

(o) MERER

(c) Interest rate risk

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

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

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

AEBZNEERTIEHE
fEEEL - REBHN X NIRE
ENERB/zEESAEKH
DREER S REN AR
RASBENEREE - EEE
ERZAEEF R
RN 3L()E

AEBAEWHEENMB
BB 2 ) R LB R 51 R AN B
ARPEEEREE —F A
SEZRERENXRARE
BEPRAKE 2 BERIR
THEFAMELZTEMER
o

MR A& B 2 8B R1T 17 K1
AEF B BURHE R R E
%o B RITERREIHA D
REMBER=EA 2EH7F
e ARNARE 2 RITHRIA
EEEGE AR SWAL T
BA - FEERES TR
REPELERNEARZE-

(=z—*%%
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES M. cREMREEEERBE

AND POLICIES (Continued) (#&)
(c) Interest rate risk (Continued) (c) FIEmEBS (&)
(i) Interest rate profile (i) FIRBR
The following table details the interest rate profile TRFINAEBER TS
of the Group's borrowings at the end of reporting HIREEZFEHR
period:
The Group
X5
2011 2010
—E——-F “T-ZF
Effective Effective
interest interest
rates rates
BERx ERM=
% HK$000 % HK$000
BEFT BEFT

Fixed rate borrowings: EERREE:

Borrowings BE 0.5-24 62,838 0.5-24 47,120
Convertible note EE:EL 34.8 - 348 1,914
62,838 49,034

Variable rate borrowings: #EFIREE:

Borrowings R 56 208924 56 200,544
Total borrowings EERE 271,762 249,578
Fixed rate borrowings as EEMEEERG

a percentage of total BEETEL

net borrowings Bo 23% 20%
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES M. cREMREEEERBE

AND POLICIES (Continued) (#8)
(c) Interest rate risk (Continued) (c) FIEmE R (&)
(i) Interest rate profile (Continued) (i) FRER (&)
The Company
RAT
2011 2010
—E--F “Z-%F
Effective Effective
interest interest
rates rates
ERA=E ERM=
% HK$000 % HK$000
BYETT BT T

Fixed rate borrowings: EERREE:

Borrowings E= 0.5-24 62,838 0.5-24 47,120
Convertible note BRI ES 34.8 - 34.8 1,914
62,838 49,034

Variable rate borrowings: #EFIREE:

Borrowings R 56 164,202 56 157339
Total borrowings EELE 227,040 206,373
Fixed rate borrowings as EEFEEERG

a percentage of total BIEEFHEZ

net borrowings Bo 28% 24%
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES M. cREMREEEERBE

AND POLICIES (Continued) (&)
(c) Interest rate risk (Continued) (c) FIEmEBS (&)
(i) Sensitivity analysis (i) BREDW
At 31 March 2011, it is estimated that a general RZE——F=A=1+—
increase/decrease of 50 basis points in interest B HatFE—REHA
rates, with all other variables held constant, would TS0 E B M A H
increase/decrease the Group's loss after tax and RGN E  BIRE
accumulated losses by approximately HK$624,000 Bz BRiiEEE R 2B
(2010: HK$797,000). B eEm R K
#624,000C (ZE—F
% : A ¥797,0007T) °
The sensitivity analysis above has been determined FBERE ST IIRE
assuming that the change in interest rates had MESEBRRE B HEAE
occurred at the reporting date and had been o WRNREEEAR
applied to the exposure to interest rate risk for BERGFEZIFTEME
non-derivative financial liabilities in existence BEZMERR FME
at that date. The 50 basis points increase or JE © SOfE & B 2 18 5 15
decrease represents management’s assessment of EEEBEHHAZETNESF
a reasonably possible change in interest rates over EmEBBAEAES
the period until the next annual reporting date. The B E) 2 5T o 2O
analysis is performed on the same basis for 2009. DINZZEZENFRAZ
MHREEETT
(d) Currency risk (d) &%k
Presently, there is no hedging policy with respect to the N6 [ 3 I I 1R A R O EE R
foreign exchange exposure. The Group's transactional b 2 PRI - AR 2
currency is Hong Kong dollar as substantially all FRBEEBILNEEEE - i)
the turnover is in Hong Kong dollar. The Group's HRXGEWRABE KAEBEZ
transactional foreign exchange exposure was XX 5 HINGE [ oz 8L A o
insignificant.
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

(e) Fair value

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

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

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

All financial instruments are carried at amounts not
materially different from their fair values as at 31 March
2011 and 2010.

. cHEREEBEERBER
(#8)

(e) AAREE

MBEERVBREZAR
EBEDLRE NISHEE

- MAEREGERREER
REBESREBLETS
BEECMHBEENTT
BEZAREETD R
SLERBHHZEHRE
REABEE &

- EMBMBEERYBA
BZARBEDNRES
B2 EBEA - MA
ARBEATERSZ
EREtRRERAES
MEFERBAER -

RZE——FR_ZF-FTF
—A=+—H FAE&mIA

ZHEeHEEAABEY
BEARER-
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35. SUMMARY OF FINANCIAL ASSETS AND
LIABILITIES BY CATEGORY

The carrying amounts and fair values of the Group’s
financial assets and financial liabilities as recognised at 31
March 2011 and 2010 may be categorised as follows:

35.

MBEEREREERNED
ZHE

AEEBR-_ZE—FRK=_FT—-F
FZA=Z+—HHBRAZUEEE
Mg aE s REERAREE .
AR RIEI DT

2011 2010
—E-—-F “£-%
Carrying Carrying
value Fair value value Fair value
REE AREE EELE] AREE
HK$000 HK$000 HK$000 HK$000
BETFT BEFT BEFT BEFT
Financial assets: HEEE:
Loans and receivables, EFRERFZE
at amortised cost REHEKAR 8,597 8,597 10,071 10,071
Financial liabilities: HEAaE:
Financial liabilities, nKaE:
at amortised cost RE BN 448,899 448,899 391,843 391,843
The fair value of financial assets and financial liabilities are PHREENVKEEZERAMED
determined in accordance with generally accepted pricing BEEREMNEEBRERN  FAT
models based on discounted cash flow analysis using prices NBERIMBER S ZERINL X
from observable current market transactions. RAFRIRE MEETE
Other than financial assets and financial liabilities as stated br it A EE KB EEIN K
above, the Group and the Company has no other financial SERARRRIRNMERARIT EE
instruments carried at fair value as at the end of the e T AEBRAEEYK.
reporting period.
36. EVENTS AFTER REPORTING PERIOD 36. FERHEEE

In addition to transactions disclosed elsewhere in the
financial statements, the Group had the following events
after reporting period:

(@) Subsequent to the end of the reporting period,
the Company received a letter dated 27 May 2011
("the Letter”) from the Stock Exchange whereby
the Company was informed that the GEM Listing
Committee has decided to proceed to cancellation of
the Company’s listing status pursuant to Rule 9.15 of
the GEM Listing Rules.

FRAMBEBRRPEEZRHIN
AEBRFEMRBEEATEE:

R EHRR AR AW E
B X P2 B (TR D)
HHEEHR—FE——%HA
iy ot S I AL RN S P01
BIEREMZEEERER
R AR £ R RS9 151
EFEEANRRZ LA -

(a

(SMI Publishing Group Limited
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36. EVENTS AFTER REPORTING PERIOD
(Continued)

(b)

The Company is required to submit a viable resumption
proposal within six months from the date of the Letter
to demonstrate that the Company has a sufficient
level of operations and management expertise on
the business pursuits of the Company to warrant the
continued listing of the Company’s securities on the
Stock Exchange. On 11 November 2011, a resumption
proposal was submitted to the Stock Exchange.

As at the end of the reporting period, management
prepaid certain costs on leasehold improvement,
purchases of equipment and spare parts to start up
again the Group’s printing plant with the Group's
idle printing machines. Subsequent to the end of the
reporting period, management had changed its plan
to dispose of the printing machines in order to reduce
the Group’s long-term capital commitment. On 9
September 2011, the Group had nominated an agent
to dispose the Group’s printing machines which were
fully impaired in the prior years. In October 2011, the
Group disposed the printing machines and equipment
to an independent third party in consideration of
HK$3,600,000. The consideration was fully paid in
October 2011. With reference to prepayment made as
at the end of the reporting period, the Group estimates
that a loss of approximately HK$3,193,000, in net, on
impairment of deposit and prepayment and reversal of
impairment loss on property, plant and equipment is to
be incurred. The financial impact for the year ending
31 March 2012 may change as further prepayment
had been made subsequent to the end of the reporting
period.

On 10 November 2011, a loan agreement was entered
into between the Group and a company which is
wholly owned by an executive director of the Company
(the “Lender”), whereas the Lender would provide a
loan facility up to an aggregate principal amount of not
exceeding HK$100,000,000 to the Group, mainly for its
working capital needs.

36. FE HRE1R (&)

(b)

RNARIZAB K B ERE R
BARERERR—MHA]1T 28R
B ERARREERAZ
EBEBEENEBEAEITAR
NE|Z EBRE  ARBRARQ
AEAEEBPZEELD
L e RRABER-ZTE——F
+—A+—BRBEZRER
BrEEZE-

REHR EREREED
¥RE BEIELTHEN
BETRALFAEANREERE 2
BEREEERAALEE 2
ENRIRRGS - MRS HAR1E - B
B E A8 & & BRI ES
HEUBLAEE 2 RBER
EE-RZFTE——FNLAN
A AEERG—2REBLE
REBE 2 HRI#2: B i
RERNBEHF2EHE
NZZE—F+ A/ TEBE
75 #£3,600,0007T 2 KB A —
HILE =T & B 4 2
R - ZREERZZE——
FTAZEEIN-BREEZRE
WMEBREMN 2B FKIE
AEEBEHHRIZES RTER
TR BB R ZE - BE &
REREEERERLBEELE
#53,193,000 T E5 1B /F 5 - H
R ERRE I EMTER
B HEE—Z——F=A8
S+ HUEFEZUHBKEE
AlREHIRE— &b

W_E—F+—A+H &
SEE-HBAARR—BH
NEE2EHEA 2R ([
HADRTLER W - Bt
BMREAERAEERBER
& 5818187 % 100,000,000
TZERRME TEZRERE
AEB s EEESTF K
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Five Year FinanCiaI Summary For the year ended 31 March 2011

Eﬂiﬂjﬁﬁg BE—FE——F=HA=1—HIFE

RESULTS &

For the year ended 31 March
BE-A=t+-HL%FE
2007 2008 2009 2010 2011
“TTLFE T\ —TTNF _T-TF ZB--F
HK$ 000 HK$ 000 HK$ 000 HK$ 000 HK$'000
BETT  EFTT  E¥Tr E¥Tr BB

Turnover EEH 67,754 48,558 31,490 35,108 42,392
Cost of sales HERA (101,356) (69,022) (51,281) (55,060) (55,541)
Gross loss FE (33,602) (20,464) (19,791) (19,952)  (13,149)
Other revenue and other gain Hi A R E ezt 3,067 37,387 2,334 8,401 1,659
Distribution costs BITRA (2,162) (617) (518) (10,788) (2,068)
Administrative and other operating expenses ~ {TH R E i 2 EH Y (37,062)  (39,148)  (22,791)  (23,022)  (25,347)
Impairment losses recognised, net BHAAEERRE (1,788) 2.172) - - -
Gain on disposal of subsidiaries HERBARE 576 - - - =
Gain on deconsolidation of HBARRIHRAEAERZ
a subsidiary W= 2,225 - - - =
Loss on disposal of HEMHEERE
available-for-sale investments BB (232) - - - -
Loss from operations HEFE (68,978) (25,014) (40,766) (45,361) (38,905)
Finance costs B R PY A (24,213) (26,413) (25,274) (20,721) (23,022)
Share of results of associates DIEBENRELE (579) (138) - - =
Loss before income tax BRABHAIER (93,770) (51,565) (66,040) (66,082) (61,927)
Income tax FriSH (11,075) 900 1,580 2,339 11,611
Loss for the year FEESR (104,845)  (50,665)  (64,460)  (63,743)  (50,316)
ASSETS AND LIABILITIES EEREE
As at 31 March
R=B=+-H
2007 2008 2009 2010 2011

“EE+E ZFTNF ZETNE —T-TF ZB--f
HK$'000  HK$000 — HK$'000  HK$000  HK$'000
BEFr  ERFr BT EETn  BEFx

Total assets BEBR 32,722 11,422 10,447 17,524 21,503
Total liabilities afEmE (285,390)  (312,667)  (376,152)  (403,942)  (449,387)

(252,668)  (301,245)  (365,705)  (386,418)  (427,884)
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