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FINANCIAL HIGHLIGHTS AND SUMMARY
MBRERBE

RESULTS
Revenues 'ON
Gross profit EH
Operating (loss)/profit gg (B1B) /&7
(Loss)/profit attributable to: T EIREN
(B8])/5H:
() Equity holders of the Company () AQB#EZR
BEA
(i) Non-controlling interests (i) FEEkER
(Loss)/earnings per share — Basic s (&58)/&H-
(RMB) (AR#)
ASSETS AND LIABILITIES
Total assets BEE
Total debt BEE
Total liabilities BER
Equity attributable to: U BIEEG#ER :
() Equity holders of the Company () AREHER
BEA
(i) Non-controlling interests (i) FEEEMRER

AR

2014
—2-lmF

RMB'000
ARBTR

183,556
46,352
(252,746)

(304,174)
(2,930)

(0.3621)

2014
= ik

RMB’000
ARBTR

307,040

100,709

211,207
(4,876)

£

For the year ended 31 December

BE+-A=t-HL%E

2013 2012 2011 2010
—2—=Ff —E-——-f T ZT-%F
RMB'000 RMB’000 RMB'000 RMB'000
ARETT AREFRT AR®TRT AREFTR
270,326 377,242 529,034 529,940
76,047 111,875 266,305 255,796
(499,116) (112,912) 82,041 186,623
(516,834) (137,940) 52,978 61,095
2,499 7,568 6,043 (15)
(0.6153) (0.1799) 0.0727 0.2858
EERERE
As at 31 December
R+=-A=+-H
2013 2012 2011 2010
= % —FT-—-% Z—T-FfF
RMB’000 RMB’000 RMB'000 RMB’000
ARETT ARETRT AR®TRT AREFR
595,576 1,308,971 1,414,639 1,285,003
= 44,539 49,685 54,764
82,911 246,966 258,589 213,417
502,861 1,018,831 1,119,045 1,071,114
9,804 43,174 37,005 472
+AERERAT —T—MEFR 5



FINANCIAL HIGHLIGHTS AND SUMMARY

MBERERME

FINANCIAL RATIOS

Gross profits margins:
(i) Overall
(i) Newspaper advertising
(i)  Marketing, distribution

management, consulting

and printing services

(iv)  Online services

(v)  Television and radio advertising

Operating margins

Net margins

Return on equity "

Return on assets @

Trade receivables turnover (days)
Trade payables turnover (days)

Gearing ratio

Notes

ERE:
() %8
(i) BHEES
(i) = HHER-
AR
EN Rl AR 5
(iv) MRS
v ERRERES
%%ﬂﬂT
FREE
PR AN ] 37 2R ()
BEEFERQ
BHERZBEASEE(R)
BRRENZERER (A)
BEARLE

2014

—B-QmE

25.3%
27.8%

16.8%
46.8%
51.3%
(137.7%)
(167.3%)
(148.8%)
(100.0%)
920

66

(1):  Return on equity is calculated based on (loss)/profit for the year

divided by total equity.

(2):  Return on assets is calculated based on (loss)/profit for the year

divided by total assets.
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For the year ended 31 December

BE+-A=t-HL#%E

2013

21.4%

45.0%
38.9%
(4.3%)
(184.6%)
(190.3%)
(100.3%)
(86.4%)
171

50

2012

51.5%
67.2%
95.3%
30.0%
34.6%
12.3%
10.0%

226

—~ o~~~

3.4%

201

—E——F

50.3%
41.9%

63.4%
92.2%

(174.1%)
15.5%
11.2%
5.1%
4.2%
177

2010

—E-ZF

48.3%
41.9%

56.2%
91.2%
14.8%
35.3%
30.4%
15.0%
12.5%

141

4.3%

(1): BRAEBXZFERN (HER) GRS E

RERTH -

(2: BERBERFAN (BER),IEFIRAEEE

I



C"ééjfman, Chief Executive Officer and Executive Director

L ERCERAOERNTES

In 2014, the global economic recovery was weak and the domestic
economy was faced with increasing downward pressure. As the
national economy is adjusting to the record five-year low CPI
and experiencing a weakening growth momentum, there was an
across-the-board decrease in advertising spending. During the
year, the development of the advertising industry was hindered by
the credit crunch resulting from the economic slowdown in China,
and the weak consumption sentiment which seriously affected
investment-oriented industries, such as the property sector. Due
to the economic depression and continual reduction in print
media and television advertising spending, the traditional media
advertising sector saw a contraction in 2014. Meanwhile, the
widespread use of the internet across various cities has facilitated
new media development, which transformed the strategies of
advertisers, thus leading to a restructuring of the industry. Amidst
severe competition in the advertising industry, the operation
results of the Group’s core print media advertising business
declined during the year under review. The online business, on the
other hand, was still in the investment stage. Therefore, revenue
from the Group's principal businesses for 2014 was approximately
RMB183.6 million, representing a decrease of 32.1% as
compared to the last year, while net loss after tax amounted to

approximately RMB307.1 million.

CHAIRMAN'S STATEMENT
ETEHREE
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CHAIRMAN’S STATEMENT
EFERES

MODIFYING BUSINESS MODEL, STREAMLINING
STRUCTURE AND CUTTING COSTS

Advertising in traditional print media has suffered a severe
blow due to the blossoming communication channels of new
media and mobile internet. As the mobile internet is becoming
increasingly popular, the Group believes that mobile internet
service enjoys enormous market opportunities. As a result, the
Group persistently refined its business structure by recovering
resources from less profitable segments and diverting them to the
online services while fusing its technologies in both traditional
and new media businesses during the year under review.
Although such projects were still in the investment stage, the
Group targets to increase the share of internet business in our
revenue to 50% in order to tap into the huge market demand
brought by the development of the mobile internet. Also, the
Group has implemented stringent controls and actively sought
new sources of income during the period under review in order
to improve its operating performance. During the year under
review, restructuring was carried out at the management level
and manpower was streamlined. Furthermore, the Group's
management and executive personnel took a substantial pay cut
as a vow to overcome challenges together with the Group. The
Group also restructured some of its independent divisions with a
view to better allocating jobs and resources for effective use and
efficient operation.

CONTINUALLY PERFECTING PRODUCT QUALITY
AND BROADENING CUSTOMER BASE

The Group strives to offer value-added services and enhanced
solutions that cover multiple advertising platforms including new
media to its newspaper advertisers. By doing so, the Group can
expand its revenue source, increase its income per customer and
broaden its customer base. Through persistent innovation, the
Group makes every effort to gain a solid foothold in the enormous
mobile user market in China and expand its media coverage.
The Group believes that given the continual rapid growth of the
internet, mobile network and other new communication media,
the Group’s online and new media business is presented with
ample opportunities. Clients’ trust and support is the engine
of the Company's long-term growth amidst the tough external
environment. Although traditional advertisers have reduced their
spending, the Group has actively expanded its client portfolio and
income source by exploring the advertising market of fast-moving
consumer goods, which saw rising spending and are closely

8 SHIFANG HOLDING LIMITED ANNUAL REPORT 2014
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related to everyday life. Such move has diversified the Company’s
business and demonstrated our cautious but flexible hand in
dealing with external challenges and achieving balanced growth.
Moreover, the Group has made extra effort to establish itself as a
multi-channel all-round turnkey marketing service provider. In the
future, the Group will offer comprehensive advertising solutions
to its advertisers with its diversified online and offline multimedia
resources.

QUICKLY ESTABLISHING NEW MEDIA
PLATFORMS TO CAPTURE FUTURE
OPPORTUNITIES WITH BETTER RESOURCE
ALLOCATION

Looking ahead, internet and mobile app advertising will become
the key engine of growth of the domestic media industry. The
Group believes that as China’s traditional and new media are
fusing together, the traditional media will embrace new media
while the new media will need the support of their traditional
counterparts. The emergence of online and new media will
continue to make room for domestic advertising demand to grow
sustainably. The Group will quickly establish new media platforms
based on its print media resources and new mobile internet
technologies in order to formulate an integrated online and offline
marketing service model. Having laid a solid foundation, the
Group is on its way to a successful transformation.

Furthermore, the Group’s efforts in controlling costs and
improving operating efficiency are producing positive results.
Capitalising on our all-round strengths such as existing brand
equity and customer base, multi-regional geographical coverage
and cross-media platforms, the Group has an edge in its
transformation and development.

Last but not least, on behalf of the board of directors, | would
like to thank the management team and all staff for their efforts
and selfless contributions. | would also like to express my sincere
gratitude to our valued shareholders, clients and business partners
for their continual trust and unceasing support.

Chen Zhi
Chairman, Chief Executive Officer and Executive Director

Hong Kong, 26 March 2015
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MANAGEMENT DISCUSSION AND ANALYSIS

BERENWED

INDUSTRY REVIEW

In 2014, the Chinese government has implemented a series of
fiscal policies and adjusted the Gross Domestic Product target
rate for the year to accommodate for the over expanding
economy. Over the past year, the advertising sector was under
pressure as the slowdown in domestic economic growth and
the continuous credit crunch had a direct impact on investment-
oriented industries, such as property, which in turn, weakened
consumption sentiment. According to the most recent statistics
published by China Advertising Association and CVSC — TNS
Research (“CTR"), it was noted that there was a negative growth
in the domestic advertising market of traditional media and an

enlarged fall in property advertising to 9.6% for 2014.

Traditional media advertising shrunk in 2014 primarily due
to declining print media advertising and the negative growth
of television (“TV"”) advertising. Data showed that in 2014,
print media advertising plunged further by 18.3%, and that of
magazine fell by 10.2%, which was higher than that for 2013.
Though the volume of TV advertisements only dropped slightly by
0.5%, it is evident that there is a shift in the overall dynamics of

the traditional advertising industry.

The widespread use of the internet across various cities has
facilitated new media development. As such, the internet and
mobile platforms are the new advertising arenas supported by
the enormous potential arising from the surge in the number of

internet users.

As stated in the Report on the Development of China’s Media
Industry (2014), the emergence of new media platforms and the
increasing speed of mobile connection in China have contributed
to a growing usage of the internet during spare time. Driven by
such favourable factors, spending on mobile-end video advertising
is exhibiting a promising growth and an increasing proportion in
the total advertising spending in the video market. The mobile-
end video advertising market alone amounted to RMB1.43 billion
for the third quarter of 2014, contributing to 30.6% of the total
video advertising market (2013: 20.6%), representing an increase

of 10 percentage points.
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MANAGEMENT DISCUSSION AND ANALYSIS

As reflected by the figures, internet and mobile advertising
are the main contributors to the rapid growth in the domestic
media industry, and traditional media are hard hit amid sluggish
economic growth in general. Traditional print media will
experience greater pressure in securing advertisements, and the
Group’s newspaper advertising agency business, which is still
the largest source of its revenue, will continue to be under great

pressure and face market challenges.

BUSINESS REVIEW

The slowdown in the Chinese economic development and
the increasing pressure on certain industries to expand have
impacted the advertising spending of the respective industries,
thereby posing challenges for the operating environment of
the Group in the year 2014. In view of the restructuring of the
advertising market, the continuous switch to new media and the
internet from print media as a platform of advertising, and the
slow recovery in advertising spending of certain industries such
as property, advertising revenue from newspaper advertising,
online services and TV advertising dropped. For the year ended
31 December 2014, the Group recorded revenue from core
businesses of approximately RMB183.6 million, representing a
decline of 32.1% as compared to the previous year. Gross profit
for 2014 was approximately RMB46.4 million, decreased by
38.9% as compared to the previous year. Gross profit margin was
25.3% (2013: 28.1%). Net loss after tax for the year amounted to
approximately RMB307.1 million (2013: approximately RMB514.4
million). The performance of the Group’s principal business,
print media advertisements, was adversely affected due to the
increasing threat from new online media and the receding Chinese
economy. As a result, the Group generated a lower revenue
and experienced a slower restructuring progress of some of its
businesses, such as online media service, than what were originally

projected by the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS

BERENWED

In response to the increasing market challenges and the changing
operating environment, the Group sought new revenue streams
and implemented stringent cost controls by adjusting its business
model and development approach, as well as identifying and
centring on the direction of its future business development. The
Group also streamlined its structure to achieve a better utilisation
of its resources and curtailed costs and expenses. During the
year, the Group disposed of its controlling equity interest in its
subsidiaries with no profit operations which included Olympia
Media Holdings Limited (B8 EHEB BR A7), Gloria Fair
Limited G2 % B R A 7A)), Dailian ShiFang Media Co., Limited
(KB+HEHEERAA), Shenyang ZhuQin ShiFang Media
Development Co., Limited (B R T HEEERBERAA),
Dongkuai (Fuzhou)investment Consulting Services Co., Limited ( &
R (M) REZARBERRAF),
Communication Co., Limited (EE+ A X{LEHEBR AR,
Fujian ShiFang Health Technology Co., Limited (f@# + 7 2 FE
B ABR AR, Fuzhou ShiFang Advertising Co., Limited ({85
+ 75 X e @EHB R A F), Shenyang lJinxiyuan Advertising Co.,
Limited (j&F5 €2 RES BB A R)), Beijing HanDing Advertising
Co., Limited (4t FUERE S B R A F]) , Fuzhou HanDing Network
Technology Co., Limited (F@ M2 R @ERFEHRAA), and
Yunnan HanDing Technology Co., Limited (ZEMmZ R & FE A

FfR/A|]), so as to focus its resources on its core businesses,

Chongging ShiFang Culture

subsequently reducing the Group headquarter headcount from
100 to 37. In order to support the Group during its hardship,
the management and executive personnel have agreed to take
a pay cut of 25%-40%. The Group also restructured some of its
independent divisions with a view to further centralising internal
operation and better allocating jobs and resources. To ensure
there were sufficient resources available for the development of
core teams and major markets, a team of competent personnel
with expertise in new technologies and new media was trained,
and segments that are not in line with the Group’s restructuring
and strategic requirements have been scaled down. Investments
have been made and reliable resource providers and business
partners have been selected in a timely manner. In addition,

having analysed and reviewed its existing operations and the
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MANAGEMENT DISCUSSION AND ANALYSIS

prevailing market conditions, the Group has identified a business
model and a market strategy that were appropriate for its market
position and could bring in new streams of revenue. The Group
further improved and refined its services and products based on
the change in preferences of and interactions with its clients. The
Group took advantage of its established clientele and resource
base from its years of development in the print media market
and accurately identified the trends of market segmentation and
innovation in order to cement existing relationships and be ready
to improve its operations and to grasp any market opportunities

that may arise.

Consolidating client base and expanding into new markets
following business restructuring

The Group strives to expand and diversify its client base of
advertisers by providing tailored advertising and total marketing
services for clients from various sectors such as property,
finance, tourism, catering, lifestyle products, consumer products,
3C (computer, communication and consumer products),
telecommunications, home appliance retailing, automotive, home
construction materials, healthcare and medicine, education, and

human resources.

Investment sentiment showed no signs of improvement in 2014
owing to the slowdown in overall economic growth in China
and the continuous credit crunch in various industries including
property. Under such circumstances, the Group's traditional
advertising business was unavoidably affected as advertisers’
budget for newspaper advertising decreased. Despite the
considerable pressure on revenue and profit, the Group managed
to maintain a stable clientele thanks to the operational resources
accumulated and the strong relationship with clients established
over the years. During the year under review, the Group focused
on restructuring its business by consolidating operations that
under-performed in terms of revenue growth with a goal of
reserving resources for strategically developing business segments
with promising growth potential.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEN WD

New media and mobile internet have become the trend that steers
the Group’s future development, which will focus on expanding
the clientele through enhancing services, and offering creative
advertising solutions encompassing new technologies and new
media. While the business restructuring is at a stage of adjustment
and development, the Group believes that such initiative will be
the basis for establishing a stable business growth in the long run
and will contribute to the Group's future profitability.

NEWSPAPER ADVERTISING

Advertising in traditional print media has suffered a severe blow
due to China’s economic slowdown and the change in reading
habits of youngsters caused by blossoming communication
channels of new media and mobile internet. The overall volume
of advertisements in Chinese publications continued to dwindle
in 2014. Despite the Group’s well-established clientele, the Group
experienced a decline in both advertising spending and volume,
resulting in a 25.8% fall in newspaper advertising revenue to
RMB134.5 million, as well as a 3.9% decrease in gross profit to
RMB37.3 million for the year ended 31 December 2014. Revenue
from marketing and promotional services for 2014 was RMB26.1
million, down by 43.6% year-on-year. In spite of the drop in
revenue, the newspaper advertising business remained one of the
Group's principal businesses and accounted for approximately
73.3% of the Group's revenue from core businesses.
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MANAGEMENT DISCUSSION AND ANALYSIS

Facing the pressure and risk brought by new media and the internet,
the Group has implemented stringent cost controls and actively
sought new sources of income during the year under review in
order to improve its operations. For the purpose of improving
the organisational structure, restructuring was carried out at the
management level and manpower was streamlined. Such efforts were
proven effective as the Group’s workforce was reduced from 854 to
805 during the year under review. On the other hand, the Group's
staff received a substantial adjustment to salary, and the management
and executive personnel, in particular, took a pay cut of 25%-40% as

a vow to overcome challenges faced by the Group.

To cope with the downward trends in the domestic newspaper and
magazine advertising industry, the Group further strengthened its
comprehensive collaborative business model. During the year under
review, the Group actively and effectively negotiated with some
comprehensive collaborative media partners to adjust the cooperation
arrangements. This was aimed that the Group could cease paying
advertising costs of these comprehensive collaborative media partners
in accordance with the minimum guaranteed payment commitment
under the original comprehensive collaborative contracts. Under
the new model, the Group will bear the newspaper printing costs,
newsprint paper costs, and distribution costs of its partners, while
enjoying advertising and circulation income from those operations. As
of 31 December 2014, the Group had seven media partners, including
Southeast Express, Lifestyle Express, Modern Life Daily, Central
Guizhou Morning Post, Xiamen Evening News, City Lifestyle Weekly,
and a magazine, TV Friends. The Group’s operations span more than

six second- and third-tier cities across five provinces in China.
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MANAGEMENT DISCUSSION AND ANALYSIS

BERENWED

On the other hand, Shenyang Media Corporation unilaterally
terminated its cooperation contract with the Group on 26 July
2011, and this has had an impact on the Group’s business. On
5 May 2014, the Group received a civil judgement issued by
the Shenyang Intermediate People’s Court in Liaoning Province
in respect of the legal proceedings with Shenyang Media
Corporation. Liaoning Aohai, a subsidiary of the Group, was
ordered to pay Shenyang Media Corporation advertising agency
fees in the sum of RMB17,250,398 within ten days after the
judgement becomes effective. The Group had sought legal advice
from its PRC legal counsel and had made an appeal to the Higher
People’s Court in a timely manner. Such appeal was subsequently
dismissed on 26 November 2014. Having sought further legal
advice from the PRC legal counsel, the Group decided to file an
application for retrial to the Supreme People’s Court against the
judgement. Further developments of this case will be disclosed as

and when appropriate.

ONLINE SERVICES

Mobile internet has been on the rise in terms of user coverage
and has become a key source of information for the public in
recent years. The Group believes that the mobile network and
the internet present enormous business opportunities and will be
the key growth drivers of the advertising industry in the future.
To tap into the huge market demand from such trend, the Group
continually refines its business structure, and recovers resources

from less profitable segments and diverts them to our online
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MANAGEMENT DISCUSSION AND ANALYSIS

services so as to achieve business transformation by fusing its
technologies in both traditional and new media businesses, and
in 2014, such projects were still in the investment stage. The
Group targets to increase the share of mobile internet business in
our total revenue to 50%. The Group's online services continue
to consist mainly of Cloud Call technology, Duk, DNKB, Life
News and Fangke Web. The Group has further established its
new internet media platforms with technologies and channels
that complement the traditional media in terms of resources and
technological standards so as to realise the fusion of online and

offline businesses.

For the year under review, our premature internet media platforms
were still in the establishment and investment stages, while the
competition in the online services and digital media industry
intensified. As a result, the performance of the online services
business fell short of expectation in 2014 with revenue of
RMBO0.3 million, representing a decrease of 95.2% as compared
to last year. Gross profit was RMBO0.2 million, down by 92.0% as
compared to last year. However, the Group has high hopes for
the development of its online media and will continue to put a lot
of efforts into the establishment of comprehensive multi-media
platforms to achieve business transformation, shift its business
focus to mobile internet operations, expand its market share and

increase its income in the long run.

During the year under review, Duk, which is owned by the Group,
had online cooperative publishing rights with over 300 publishers,
860 magazine publishers and 5,000 magazines, as well as digital
cooperative publishing rights with 17 metropolitan daily, evening,
and commercial newspapers, thereby becoming one of the largest
digital media publishing platforms in China. Duk mainly generated

its income from three sections, namely online advertisement, paid

BN WED T

HEEBBANERRERE AEENE R
ERBHEBRBEBNELRESIER A&
EREXBEBIZAETTWRM FEXH X
R LEFHE EERFLAIE E—HK
Bt RETMBERZFOEBERETS 0
REEREERENEREIRMER UAER
REGRTHEERRA -

REIBEFA - B AE RS EE KB
TEBRFNE AEENTHERRETAER
KA BRERMERARE @BRERZ
TNEMRBERMOEBE  LEFHRAESE
FHELL TB95.2% = AR¥300,0007T : EFA
AR #200,0007T ' WEF I 292.0% ° 2 -
FEEBHPEREBNERARTMES A&
EHEEBRNINERGENZEEBTES ER
EBEL UBRYHPRABRFM BATH
mE - RERAWAKTE-

EIEEF A AEBE T E T A% B B B300
R th AR At - 860ZK # 5% 71 15,0002 7 5 55 A 48
MRAERE WEI17RET B | 8RN ER
BB RAEYL THITAERE KATEK
ANWBBREBETIE I - -BEHEIZRA
KEERES WEMBELETFHEGHR=X
- AEBEERAWEMEI AN BRESE

THERBRLAA —T-—NEFR 17



MANAGEMENT DISCUSSION AND ANALYSIS

BERENWED

subscriptions and e-magazine publishing. The Group maintained
paid subscriptions and a profit-sharing system with licencors and
witnessed an increase in active website members. The Group
will continue to foster the online services operation and seize
additional market share. For e-magazine publishing, the Group
will carry on strengthening its technical support capabilities and
speeding up the restructuring of the service team in order to keep

up with the rapidly-developing mobile internet market.

As part of the restructuring process, the Group has sped up
launches of new and integrated versions of Duk, which will
become an essential part of the internet cloud platform for the
Group. By cooperating with third-party digital platforms, the
Group aims to establish marketing channels for institutional users.
Duk will also enhance the features of its information and servicing
web pages, and will promote the concept of city directories to
improve the market penetration of its clients’ advertisements.
Duk will develop a one-on-one service and marketing model
for advertisers with its key events and promotional spaces. To
strengthen its ties with advertisers, Duk will make marketing
effectiveness its top priority. Furthermore, it will offer more highly
readable leisure and entertainment contents to raise its value
and reader loyalty. Duk will undergo a three to four months long

revamp in order to establish and enlarge a stable readership base.

The Group has also actively upgraded the technological
capabilities of its existing products in adherence to the latest
market development. DNKB has already launched its own mobile
application, which has been tested online, with promising results
in the number of advertisers and operating revenue. With a
clearer separation of the healthcare, travel, automobile and
property sections, the links will be more user-friendly and will
greatly enhance the value of DNKB, and will encourage interaction
with publishers, netizens and readers. In addition, DNKB has
successfully rolled out a new marketing model with graphics,

stories and videos tailored for events such as car shows.

18 SHIFANG HOLDING LIMITED ANNUAL REPORT 2014

DROER P ERGEABAMER K
SEFSEEZREBMRRBRE RATS
D& - BF M ARD E - i A B BB A8 B
RAE AEEEBESRMFaNERAR
AR AR 75 B X B0 AR PR A

AEEBEMEREREBEFETRRES
HERSASEEUNEBRRPEFAMEIEX
BORBRE-ZNTHFTaNAE BB
RPHMEHRE AN BEMABREAEER
BRSE BRI RE - AT T B - 12
BEFESMSE2E EEEMEBEHMET
MRS LEERE BRREK YRS
LHAFRA -BTNREEETENEER &
ERBAZHEBIRIEREENAERR: 5
TAEEERNKBRENENTS  FEF
BEEHMMERBEELHEE—TRIT-ER
BEBEB==MEANBCERE  IRELY
hRERERPEARN-

ZOAEEREBIRETSERBE  BR1IER
FERNKMER RRECHEBBAPE
P BATHE ERE  ETISHEEERSG
R EEBNWISRAER - 5 - Ikl 7
B FESRRERBH KRB TEREE]
RIBRITIRSEME BT B NHEEBR
BENEZ - WIN ZPE Y TERFHITH
MEHEN ROBEEX BHREZ BER
IR o



MANAGEMENT DISCUSSION AND ANALYSIS

Advertising in new media via mobile devices and the internet
is developing swiftly. In order to expand its existing advertising
business and to share the results of the booming development,
in August 2012, the Group completed the acquisition of
34% of the issued shares in the Voice over Internet Protocol
(VoIP) based communications software known as “Cloud Call”
("Cloud Call/Cloud Call App"”) for mobile devices and personal
computers. The main feature of the system is to allow users to
use 3G, wireless networks or the internet for fixed line or mobile
phone calls to China and Hong Kong from China and around
the world without paying roaming or long distance telephone
charges. With defined target users and outstanding features,
Cloud Call is competing for market recognition, penetrating
the market and generating revenue for the Group. The Group
has completed the development of the Cloud Call platform and
perfected the relevant systems in 2014. However, the operating
revenue of Cloud Call has yet to reach the targeted economic
results as the development has been hampered by the increasing
market competition resulted from the remarkable growth of
other mobile service operators. To counter such difficulties, the
Group has actively expanded its membership base by rolling out
free downloads of Cloud Call, thereby boosting the number of
registered members to over 8 million and the number of address
book entries uploaded to over 400 million. In view of the bright
prospects of the development of Cloud Call, the Group will
continue with the relevant technological upgrade so as to tap into

the enormous market potential.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Fangke Web (www.fangke.cc) operated by Fujian Fangke Network
Technology Corporation Limited, a non wholly-owned subsidiary
of the Group, remained one of the development focuses of the
Group's online business. Being an advocate and forerunner of
new business marketing models for the property industry, Fangke
Web has been focusing on resource integration, brand-building,
and research and development of electronic business platforms for
the property sector. It offers comprehensive industry information,
integrated marketing services, and business applications to players
in the property sector. Key features of Fangke Web include a
property information portal, an online property selling system,
an online agency system, an agency software named “Agency

Finder” and management software for property selling.

In terms of online services and mobile network, the Group
has built up a strong and comprehensive hi-tech product
portfolio with continuous business integration and technological
developments. The Group has developed several user-end
applications and separate products, collected and classified
numerous databases, rolled out practical products, developed
an integrated servicing, sale and turnkey business model based
on the original print media sales system. The Group has also
established the necessary technological and product support for

the development of ShiFang's cloud computing platform.

MARKETING, DISTRIBUTION MANAGEMENT,
CONSULTING AND PRINTING SERVICES

Due to the relatively narrow client base of the Group’s marketing,
distribution management, consulting and printing services and the
impact of the emerging new media on the paper-based media,
revenue from this segment for the year under review fell by
39.6% to RMB46.9 million, accounting for 25.5% of the Group's

total revenue.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group has entered into exclusive cooperation contracts
with some of its newspaper partners for the sale of advertising
space and the provision of integrated services. The Group is
committed to maintaining close relationships with its newspaper
partners by offering certain additional services, such as printing,
distribution management, consulting and marketing advice,
helping publications maintain their excellent printing quality, and
increasing revenue from the provision of integrated print media
services to advertisers. In relation to distribution and management
services, the Group continued to provide comprehensive services
for Southeast Express and Lifestyle Express.

In terms of printing services, the Group’s three factories located
in Fuzhou, Kunming and Guizhou operated smoothly and printed
Southeast Express, Lifestyle Express and Central Guizhou Morning
Post, respectively. In addition to the printing of Southeast Express,
the Fuzhou factory also continued to print China Securities Journal
and Shanghai Securities News which offered higher overall profit
margins. With its persistent and stringent quality control on
the printing of its publications, the Group was able to maintain
strategic and close cooperative relationships with its media
partners. Due to the close tie between our printing services and
the circulation of our key newspaper clients, the recent fall in
newspaper subscribers affected the printing services to a certain
extent and had a negative impact on the revenue from newspaper

printing service.

In addition, by leveraging its own resources and the established
technologies developed by Fangke Web, the Group continued
to deepen its cooperation with clients by offering professional
marketing and planning solutions along with its property
marketing planning services. Even though property sales dipped
during the period due to the macro-control measures of the
Chinese government and the general slowdown in the Chinese
economic growth, our business in this aspect maintained its

momentum and is expected to stay profitable in the future.

During the year, the Group disposed of Fujian ShiFang Health
Technology Co., Limited so as to further streamline its structure

and divert its resources to other businesses with better potential.
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BERENWED

TELEVISION AND RADIO ADVERTISING

The Group’s television and radio advertising revenue in 2014
amounted to RMB1.9 million, a year-on-year decrease of 62.0%,
accounting for 1.0% of the Group's total revenue. The further
decrease in proportion reflected the Group's future strategy of
lowering reliance on traditional media, including television and
radio, advertising and focusing more on the mobile internet

business.

The Group's television advertising business mainly operates as an
extended and supplementary service to newspaper partners as
a way for them to extend their coverages to a medium beyond
newspaper. This business principally offers diversified television
advertising solutions to the Group's property and automobile
clients. During the year under review, the Group maintained an
amicable cooperative relationship with Nanning Television Station
in Guangxi Province for the broadcasting of advertisements for
home-improvement and building material companies during
advertising time slots on four of the station’s channels. The Group
is also actively exploring opportunities for cooperation with other
television stations in order to expand this business. The Group
will strive to establish relationships with such stations similar
to our comprehensive or partial collaborative partnership with
newspapers, thus further expanding the sources of income from
the television advertising business and eventually establishing the
Group as a major television media operator and a media resource

provider.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Revenue

Total revenue decreased significantly by 32.1% from RMB270.3
million for the year ended 31 December 2013 to RMB183.6
million for the year ended 31 December 2014, primarily
due to the proliferation of online new media, as well as the
change in clients’ advertising strategy and the restructuring of
the advertising market. Revenue from newspaper advertising
decreased from RMB181.3 million for the year ended 31
December 2013 to RMB134.5 million for the year ended 31
December 2014 and revenue from marketing, distribution
management, consulting and printing services decreased from
RMB77.7 million to RMB46.9 million for the year ended 31
December 2014.

Gross profit and gross profit margin

Gross profit decreased by 38.9% from RMB76.0 million for
the year ended 31 December 2013 to RMB46.4 million for the
year ended 31 December 2014. Gross profit margin decreased
from 28.1% for 2013 to 25.3% for 2014, which was primarily
attributable to the unsatisfactory performance of newspaper
advertising and marketing, distribution management, consulting

and printing services.

Other income

Other income decreased by 10.8% from RMB3.7 million for the
year ended 31 December 2013 to RMB3.3 million for the year
ended 31 December 2014, primarily due to the decrease in the

income from sale of newsprint papers.

Other (losses)/gains-net

Net other losses amounted to RMB62.2 million for the year ended
31 December 2014 was mainly due to provision for legal claims
related to lawsuit between the Group and Shenyang Media
Corporation, provision for impairment of receivable from Yueyang
City Intermediate People’s Court and provision for administrative
foreign exchange penalty imposed by Fujian Province Branch of

the State Administration of Foreign Exchange.

BN WED T

5 % [2] B8
'ON
AEBARARBRE T =F+-A=+—

Etiﬁa’w\ﬁﬁ@27o3§%ﬁk$§a»ﬁw\
RAN%BEBE_Z-—NF+_A=+—HILF
FWAEMWMﬁ%ﬁrEEEIE%iﬁ
HREESN TPRPrUPEEERRESTIS
BEHE - HEYRARSRABRBE_S—=F
TZA=T-HLEEENARKISIZEET
RMOEHE_T-—NF+_A=+—BLEFE
WARKEI1B45BETT MEH DHEERE F
ARENRIRE KA RBIBARB77.7EETTRA D
FHE_ZT-NFT_A=+—HLEFEHA
REEA6 OB E T °

EXNRERNE
EfBHEBEE-_T—=F+-_A=+—HLHF
EMARB7I60BEE LM 389%EHEZ
—NFE+_A=+—HILFEMARKL6.48
BT -TAERHA-_T—=FH281% "KE=
T—OFM253% FTEREXIRMABAESUR
i D IHEE B REDRIARG & KRR T E
BEEMABMTEE-

Hg A

HW ARBE-_T—=F+-_A=+—H8L
FEMARBITEE TR DI108%EHEZ
T—NFE+-_A=+—HLEFENARK3S
BET FESHREEFTEANKARD M
@(o

Hit (B8) WE—F8E

REBEE_T— E¢+*ﬂ—+*5¢¢ﬁ'$
SEBSHEMBERFBEARB22BEE T £
EHNAEEERESER QBN FANERRE
REAREE  BRUER ™ RARER KR
ERERRBERINEETERBEE D RBATED
MISNETTER B B AT IR P 2R

@

THERARAT —T—NFEFHR 23



MANAGEMENT DISCUSSION AND ANALYSIS
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Selling and marketing expenses

Selling and marketing expenses decreased by 8.7% from RMB32.3
million for the year ended 31 December 2013 to RMB29.5 million
for the year ended 31 December 2014, mainly due to decline
in marketing expenses incurred by the Group corresponding to

decline in revenue during the year.

General and administrative expenses

General and administrative expenses decreased by 61.8% from
RMB221.5 million for the year ended 31 December 2013 to
RMB84.6 million for the year ended 31 December 2014, mainly
due to a decrease in provision for impairment of trade receivables

and amortisation charge on intangible assets.

Provision for impairment of long term investments, long
term deposits, prepayments, and deposits and other
receivables

Provision for impairment of long term investments, long term
deposits,
decreased significantly by 64.8% from RMB358.7 million for
the year ended 31 December 2013 to RMB126.1 million for the

year ended 31 December 2014, mainly because of the decrease

prepayments, and deposits and other receivables

in provision for impairment of long term investments, long
term deposits, prepayments, and deposits and other receivables
from two metropolitan newspaper publishers. Provisions made
during the year is due to further declines in advertising revenue
associated with the exclusive advertising rights from two

metropolitan newspaper publishers.

Loss before income tax

As a result of the above factors, loss before income tax for
the year ended 31 December 2014 was RMB302.8 million,
representing a drop of 39.5% as compared to loss before income
tax of RMB500.7 million for the year ended 31 December 2013.
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MANAGEMENT DISCUSSION AND ANALYSIS

Income tax expense

Income tax expense decreased by 68.6% from RMB13.7 million
for the year ended 31 December 2013 to RMB4.3 million for
the year ended 31 December 2014 as a result of the decrease in

taxable income for the year.

Loss for the year

The Group recorded a net loss for the year of RMB307.1 million
for the year ended 31 December 2014, mainly attributable to
the significant decline in newspaper advertising revenue and the
provision for impairment of long term investments, long term
deposits, prepayments and deposits and other receivables and

provision for impairment of interest in an associate.

(Loss)/profit attributable to non-controlling interests

As a result of the above factors, profit attributable to non-
controlling interests decreased from RMB2.4 million for the year
ended 31 December 2013 to a loss of RMB2.9 million for the year
ended 31 December 2014.

Loss attributable to equity holders of the Company

As a result of the above factors, loss attributable to equity holders
of the Company decreased from RMB516.8 million for the year
ended 31 December 2013 to a loss of RMB304.2 million for the
year ended 31 December 2014.
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MANAGEMENT DISCUSSION AND ANALYSIS

BERENWED

Liquidity and capital resources

The Group’s management monitors current and expected liquidity
requirements regularly to ensure the Group has sufficient working
capital to meet its future obligations as and when they fall due.
During the year ended 31 December 2014, the Group recorded a
net loss of RMB307.1 million and a net cash outflow of RMB21.4
million. The management closely monitors the Group's liquidity

position and is implementing measures to improve the Group's

RBEETRELRER
AEEEEETHERERLKEHRDEST
Z BRAEEABRHEEESEMNRKE
HEF - RNEBEE-T—WF+-_A=+—H1It
FE AEESEEHEBFEARBI0715ET
MEREREFEARB2IABEEL-EHER
PERAEENTHES KT WIFETEIE
BN EAEENRSRE -

cash flow.
Year ended 31 December
BE+-A=+—-RHILEE
2014 2013
—F-0F —F—=F
RMB’'000 RMB'000
AR¥ T ARETF T
Net cash used in operating activities LR EE AR S F R (55,398) (71,248)
Net cash generated from investing activities KREEBFERSFER 33,274 202,122
Net cash generated from/(used in) BEFBFB(FTA)
financing activities & F5E 700 (130,398)
Net (decrease)/increase in cash and HeMIReSEIER
cash equivalents CR ) /1 mEgE (21,424) 476
Cash and cash equivalents FUMRekBESEFEIER
at the beginning of the year 53,911 53,435
Cash and cash equivalents at the end of the year FRORSRRESFMEIEAE 32,487 53,911

Cash flows used in operating activities
For the year ended 31 December 2014, net cash used in operating
activities amounted to RMB55.4 million, primarily attributable to

the net loss for the year amounted to RMB307.1 million.

Cash flows generated from investing activities

For the year ended 31 December 2014, net cash generated from
investing activities amounted to RMB33.3 million, mainly due
to the release of term deposits with initial terms of over three

months.
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MANAGEMENT DISCUSSION AND ANALYSIS

Cash flows generated from financing activities

For the year ended 31 December 2014, net cash generated
from financing activities amounted to RMBO.7 million, solely
attributable to capital contributions from non-controlling interest

shareholders.

Capital expenditures

The Group's business generally does not require significant
ongoing capital expenditures. Capital expenditures incurred
are mainly for the purchase of printing machinery and office
equipment. Capital expenditures were RMB5.3 million and
RMB1.7 million for the years ended 31 December 2013 and 31

December 2014, respectively.

Trade receivables — net
The following table sets out the aging analysis of the Group's

trade receivables at the dates indicated:

BERENWED

MEIBESHRESRE
HE-_T-—NF+-_A=+—ALFE @&
SEEFBIE S FEAARET700,0007T ' 2K
BIFERERRREOHLE -

EAXRXH
AEENEE - RIFERERFBEARIHE -
AEBEENEAX LT ERARBEENRI# S
MR E - BE_T—=F+t_A=1+—H
RZZB—ME+_A=+—BHILEEFENER
SXHEPBIBARBSIAETEARBITIAS
JC ©

EZRKRFRIE-FH
TREJINREBRAEEE 5 REFIEN R

e oA

As at 31 December

R+=—BA=+—-8H
2014 2013
—E—mF —E—=%F
RMB’000 RMB’'000
Aging analysis of trade receivables EZERFIENRRD W ARET T ARBTTT
1 - 30 days 1230H 8,739 17,543
31 - 60 days 31£60H 7,609 8,170
61 — 90 days 61£90H 4,263 5,535
91 — 365 days 91%365H 40,159 30,471
Over 1 year —F U 23,134 164,645
Total FEE 83,904 226,364
Less: provision for impairment of trade receivables & & 5 & Ug 7} I8 5l (E B 4 (38,411) (179,040)
Total trade receivables — net 4BE G EWGRIE —F5E 45,493 47,324
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MANAGEMENT DISCUSSION AND ANALYSIS

BERENWED

Trade receivables decreased by 3.8% from RMB47.3 million as at
31 December 2013 to RMB45.5 million as at 31 December 2014.
Such decrease was mainly attributable to the decrease in revenue
from newspaper advertising. Trade receivables turnover days has
decreased from 171 days for the year ended 31 December 2013
to 90 days for the year ended 31 December 2014.

Assets held for sale
The properties for which the Group is given the contractual right
to sell under these arrangements are held under the line item

"assets held for sale”.

AEBNBESEBFEBEE-_T—=F+=A4
= +—HMARKATIIEETRL38%E_E
—F+ZA=+T—HBHARBASSEETT
FTERHNBABERNR LB HEK
HERAEASABE _E—=F+t_A=+—
BEFEM7MBEEEEE_T—NE+—
A=+—HILFEM0AH-

FEHEEE

AEBRBEZELHESEHHERNYMETD
REIFELEEEIHERSE

As at 31 December

R+=A=+—H
2014 2013
—EB-NF —E—=F
RMB’000 RMB’000
AR TR ARBF T
Assets held for sale FIELEEE 78,191 27,492

Assets are classified as assets held for sale when their carrying
amount is to be recovered principally through a sale transaction
and a sale is considered highly probable. The amount of proceeds
received from the sales of assets held for sale was RMB5.6 million
and RMB1.2 million for the year ended 31 December 2013 and 31

December 2014, respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS

Trade payables

BN WED T

B2 ENFR

As at 31 December

R+=—A=+—H
2014 2013
—E-F —E-=F
RMB’'000 RMB'000
Trade payables E S EMRE ARET ARBT T
1 - 30 days 1£230H 1,294 2,533
31 - 90 days 31&290H 702 769
Over 90 days 90H A I 3,893 3,351
Total FEE 5,889 6,653

Trade payables decreased by 11.9% from RMB6.7 million as at 31
December 2013 to RMB5.9 million as at 31 December 2014. Trade
payables turnover days increased from 50 days for the year ended
31 December 2013 to 66 days for the year ended 31 December
2014, which was mainly due to lengthening of settlement periods

of payable balances for the year ended 31 December 2014.

Indebtedness
Indebtedness consists of obligations to lenders, including

commercial banks and certain related parties and companies.

No borrowings were recorded as at 31 December 2014 and 2013.
On 6 March 2015, the Group has obtained a bank facility where
the Group can draw borrowings of up to RMB20,000,000 under
this facility and each drawdown will require approval from the
bank.

Gearing ratio remained unchanged at 0% since 31 December
2013.
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MANAGEMENT DISCUSSION AND ANALYSIS
BEE WD AT

Commitments

(a)

I

Commitment for exclusive cooperative agreements (a)

The future aggregate minimum advertising payments under

non-cancellable exclusive cooperative agreements are as

follows:

BREFEHERE
THHEBERAIFHEN A RKIEES
R@smmT:

As at 31 December

R+=-—A=+-—8
2014 2013
—E-NF —T—=F
RMB’000 RMB'000
AR¥ET T ARETFT
Not later than 1 year —F LT 63,800 119,910
Later than 1 year and not later than 5 years —FUERFEFNAT 227,000 259,240
Later than 5 years HELE 795,000 891,040
1,085,800 1,270,190
(b) Other capital commitments (b) Hftz&EAHEIE

30

On 13 June 2014, the Group has entered into an agreement

with Xiamen Information Group Ltd. for the purchase of

level 23 and 24 of the research and development building

no. A01 situated in the first phase of Xiamen Software Park
Il for a total consideration of RMB22,164,000. The Group
has made a deposit of RMB6,694,000 on 16 June 2014 and

has obtained a 7 year mortgage loan on 29 January 2015

in connection with the remaining payment amounting to

RMB15,470,000.
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MANAGEMENT DISCUSSION AND ANALYSIS

Contingent liabilities

The Group follows the guidance of 1AS37 “Provisions, Contingent
Liabilities and Contingent Assets” to determine when should
contingent liabilities be recognised, which requires significant

judgement.

A contingent liability will be disclosed when a possible obligation
has arisen, but its existence has to be confirmed by future events
outside the Group's control, or when it is not possible to calculate
the amount. Realisation of any contingent liabilities not currently
recognised or disclosed could have a material impact on the

Group's financial position.

The Group reviews significant outstanding litigations in order to
assess the need for provisions. Among the factors considered are
the nature of the litigation, legal processes and potential level of
damages, the opinions and views of the legal counsel, and the
management’s intentions to respond to the litigations. To the
extent the estimates and judgements do not reflect the actual
outcome, this could materially affect the results for the year end

and the financial position.

(a) Fine Imposed by Fujian Province Branch of the State
Administration of Foreign Exchange
On 15 April 2014, a subsidiary of the Group received a letter
of administrative penalty notice (Min Hui Gao No. [2014] 2
(B ME£[2014]25%) ) issued by Fujian Province Branch of the
State Administration of Foreign Exchange to impose a fine of
RMB11,580,000 on that subsidiary in relation to certain of

its foreign exchange settlement transactions.

On 21 April 2014, the subsidiary applied for a hearing which
was subsequently accepted by Fujian Province Branch of the

State Administration of Foreign Exchange on 25 April 2014.
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MANAGEMENT DISCUSSION AND ANALYSIS
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On 14 July 2014, the subsidiary received the opinion of
hearing (B % = R £[2014]1%% ) issued by the Fujian
Province Branch of the State Administration of Foreign
Exchange. The hearing officers advised Fujian Province
Branch of the State Administration of Foreign Exchange
to maintain the proposed fine as stated on the letter of
administrative penalty notice (Min Hui Gao No. [2014] 2( [
BE & [2014]25%) ).

On 21 July 2014, the subsidiary received a letter of
administrative penalty decision (Min Hui Fa No. [2014] 5( &
FEZ0[2014]55% ) ) issued by Fujian Province Branch of the
State Administration of Foreign Exchange to impose a fine of
RMB11,580,000.

The subsidiary shall remit the fine of RMB11,580,000 to a
designated account for fines and penalties within 15 days
from the date of receiving the letter of administrative penalty
decision. In the event of non-payment of fine when overdue,
Fujian Province Branch of the State Administration of Foreign
Exchange shall impose an additional daily penalty of 3%
on the amount of such, or apply to the People’'s Court for
enforcement. Accrued additional daily penalties shall not
exceed the original fine of RMB11,580,000.

The subsidiary has applied to the State Administration
of Foreign Exchange for an administrative review. On
3 November 2014, the State Administration of Foreign
Exchange issued a letter of administrative reconsideration
decision (Hui Fa No. [2014] 45 [&#[2014]45%%) to the
subsidiary, stating the letter of administrative penalty
decision (Hui Fa No. [2014] 5) dated 21 July 2014 will
be upheld and the said enforcement order will not be

suspended during the period of the administrative review.
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(b)

MANAGEMENT DISCUSSION AND ANALYSIS

On 20 November 2014, the subsidiary brought an
administrative lawsuit to the Fuzhou City GulLou District
People’s Court (“Fuzhou People’s Court”) and is awaiting

the judgement of the court.

Notwithstanding the lawsuit that was brought to Fuzhou
People’s Court, the management has made a provision of
RMB23,160,000 in respect of the penalty charge and daily
penalty charges, which has been included in the statement

of comprehensive income.

To facilitate the streamlining of the Group's structure, the
aforementioned subsidiary was disposed to an independent

third party of the Group, on 24 December 2014.

Lawsuits between the Group and Shenyang Media
Corporation

On 26 July 2011, Shenyang Media Corporation unilaterally
terminated the Comprehensive Cooperation Contract with

the Group.

A subsidiary of the Group received a summons issued by
the Shenyang Intermediate People’s Court in Liaoning
Province (the
on 25 October 2011,

“Shenyang Intermediate People’s Court”)
where Shenyang Media Corporation
claimed the subsidiary for, among others, a total sum of
RMB17,328,767 being the outstanding advertising fees
payable by the subsidiary to Shenyang Media Corporation
(the “Case 1").

(b)
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MANAGEMENT DISCUSSION AND ANALYSIS
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On 22 December 2011, the subsidiary filed summons of
claim to the Higher People’'s Court of Liaoning Province (the
“Higher People’s Court”) against Shenyang Daily Agency
and Shenyang Evening News Media Corporation, where
the Group sued Shenyang Daily Agency and Shenyang
Media Corporation for, among others, a total sum of
RMB105,579,352, being the outstanding advertising fees
payable by Shenyang Daily Agency and Shenyang Media
Corporation (the “Case 2") to the subsidiary.

On 8 March 2012, the subsidiary received a civil judgement
issued by the Higher People’s Court in relation to Case 2,
pursuant to which the Higher People’s Court decided to
refer the case back to the Shenyang Intermediate People’s
Court. As advised by the PRC legal counsel, the subsidiary
has lodged an appeal to the Supreme People’s Court of the
PRC (the “Supreme People’s Court”) on 13 March 2012 to
request the Supreme People’s Court to overrule the Higher

People’s Court's decision.

On 30 August 2012, the subsidiary received a judgement
of first instance awarded by the Shenyang Intermediate
People’s Court in relation to Case 1. It was ruled that
the subsidiary shall pay Shenyang Media Corporation
RMB17,250,398 as advertising fees together with court fees
within 10 days after the judgement becomes effective. On 6
September 2012, the subsidiary has lodged an appeal to the
Higher People’s Court to seek to revoke the judgement of

first instance in due course.

On 27 December 2012, Higher People’s Court ordered
the judgement of first instance issued by the Shenyang
Intermediate People’s Court on 30 August 2012 be
dismissed and a retrial of the case at the Shenyang
Intermediate People’s Court was ruled (“Case 1”). On 25
June 2013, the Shenyang Intermediate People’s Court

commenced the retrial of the case.
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MANAGEMENT DISCUSSION AND ANALYSIS

On 5 December 2013, a civil judgement was issued by the
Supreme People’s Court in relation to Case 2. It was ruled
that the civil judgement dated 8 March 2012 by the Higher
People’s Court be dismissed, and that the case be handled

by the Higher People’s Court.

On 5 May 2014, a civil judgement was issued by Shenyang
Intermediate People’s Court. It was ruled the subsidiary shall
pay Shenyang Media Corporation the advertising agency fee
of RMB17,250,398. As advised by PRC legal counsel, the
subsidiary has filed an appeal against the civil judgement to

the Higher People’s Court.

On 15 October 2014, the hearing at the Higher People’s
Court commenced for Case 2. After seeking legal
consultation, the management believes that it is not
probable that this litigation would result in any material

outflow of economic benefits from the Group.

On 4 December 2014, the subsidiary received a civil
judgement of (2014) Liao Min Er Zhong Zi no. 00170 ((2014)
BER Z#F 5001705 ) dated 26 November 2014 issued
by the Higher People’s Court which dismissed the appeal by
the subsidiary to uphold the original judgement made by the
Intermediate People’s Court for Case 1, which ordered the
subsidiary to pay to Shenyang Media Corporation advertising
agency fees in the sum of RMB17,250,398. The judgement
was the final judgement of the Higher People’s Court and an
enforcement order was placed to freeze the bank balances
of Liaoning Aohai amounting to RMB1,797,906. Maximum
value of the freezing order is RMB17,250,398. As advised by
the PRC legal counsel, the subsidiary filed an application for

retrial to the Supreme People’s Court on 30 December 2014.
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Notwithstanding that an application for retrial was lodged
to the Supreme People’s Court, management has made
provision of RMB17,250,398 in respect of the advertising
agency fee, which has been included in the consolidated
statement of comprehensive income. With reference to legal
opinion, management believes economic outflow arising
from the litigation is limited to Liaoning Aohai, and the
litigation would not result in material outflow of economic

benefits from other subsidiaries of the Group.

The Group is currently waiting for further instructions from
the court and will notify the shareholders of any progress in

the litigations in a timely manner.

Enforcement order issued by Yueyang City
Intermediate People’s Court against certain wholly-
owned Group subsidiaries

Ltd. has filed a

civil claim against Southeast Express and Lifestyle Express

On 4 June 2012, Yueyanglin Paper Co.,

in respect of an outstanding payment of RMB31,859,018

relating to certain sales made in prior years.

On 10 July 2012, Yueyang Intermediate People’s Court has
made a civil judgement that Southeast Express and Lifestyle
Express shall pay Yueyanglin Paper Co., Ltd. the aforesaid

amount.

On 26 October 2012, the Yueyang Intermediate People’s
Court ruled that in view of intentional transfer of assets
among Southeast Express, Lifestyle Express, and certain
wholly-owned Group subsidiaries, the court froze the bank
balances of the aforementioned subsidiaries, which included
Fuzhou Aohai Advertisement Co., Ltd. (“Fuzhou AoHai") and
Kunming AoHai Advertising Co., Ltd. (“Kunming AoHai"”), up

to a maximum value of RMB31,859,018 (“Freezing Order”).
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MANAGEMENT DISCUSSION AND ANALYSIS

On 8 November 2012, the subsidiaries appealed to the
Yueyang Intermediate People’s Court against the Freezing
Order. The Freezing Order was revoked on 30 January
2013. Yueyanglin Paper Co., Ltd. has subsequently lodged
an appeal to the Higher People’s Court of Hunan Province
against this decision, but on 22 August 2013, the Higher
People’s Court of Hunan Province dismissed the appeal

application by Yueyanglin Paper Co., Ltd.

However, Yueyang Intermediate People’s Court issued two
enforcement judgements in favour of Yueyanglin Paper Co.,
Ltd. on 22 September 2013. The court ruled to draw the
cash deposit of RMB22,000,000 out of the bank accounts
of Fuzhou AoHai and to freeze advertising fee of up to
RMB 14,000,000 expected to be paid by Fuzhou AoHai and
Kunming AoHai to Southeast Express and Lifestyle Express.
The subsidiaries have subsequently raised on objection to
the enforcement judgement to the Yueyang Intermediate
People’s Court against the court’s decision together with
other economic losses and damages on the reputation of the

subsidiaries.

On 17 February 2014, the Yueyang Intermediate People’s
Court dismissed the objection application by the subsidiaries.
As advised by the PRC legal counsel, the subsidiaries have
lodged a review application to the Higher People’s Court
of Hunan Province (the "“Higher People’s Court”) against
the implementation of the above-mentioned decision of
the Yueyang Intermediate People’s Court. The application
is lodged to the Higher People’s Court to dismiss the
above-mentioned enforcement judgements and return the
improperly drawn bank balances of RMB22,000,000 to the

subsidiaries.
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MANAGEMENT DISCUSSION AND ANALYSIS

BERENWED

On 28 April 2014, the Higher People's Court of Hunan
Province dismissed the implementation review application
by the subsidiaries. As advised by the PRC legal counsel,
an application for execution monitoring was lodged to the
Supreme People’s Court to dismiss the above-mentioned
enforcement judgements and refund the improperly drawn
bank balances of RMB22,000,000 to the subsidiaries. The
case is currently being examined by the court and is pending

judgement.

Taking into account of the latest developments of the
case, the directors considered to recognise full impairment
provision of RMB22,000,000 in respect of this legal claim,
which has been included in the consolidated financial

statements.

Human resources

As at 31 December 2014, the Group had approximately 805 full-
time employees. Total staff costs including directors’ remuneration
for the year ended 31 December 2014 was approximately
RMB73.3 million (2013: approximately RMB78.5 million). The
Group offers competitive remuneration packages to employees
that include salaries, bonuses and share options to qualified

employees.

The remuneration of the directors are evaluated by the
remuneration committee and the committee makes
recommendations to the Board. In addition, the remuneration
committee conducts reviews of the performance, and determines

the remuneration structure, of the Group's senior management.

The Company operates an employee share option scheme
and the purpose of which is to provide incentive or reward to
eligible persons who provide services to the Company for their
contribution and continuing efforts to promote the interests of the
Company, and for such other purposes as the Board may approve

from time to time.
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MANAGEMENT DISCUSSION AND ANALYSIS

Prospects

Looking forward to 2015, the Chinese government has set
its target of economic growth, the maximum consumer price
index increase and 2015 M2 Money Supply expansion at around
7%, 3% and 12%, respectively. 2015 marks both the harvest
year of the Twelfth Five-Year Plan and the planning stage of
the Thirteenth Five-Year Plan and the economic and social
development beyond. Throughout the Twelfth Five-Year Plan
period, China has achieved substantial progress in its reform
and development notwithstanding the continuance of the
Global Financial Crisis, a monumental transformation in the
domestic economy and the change in leadership. The Group
remains cautiously optimistic about the future. In respect of the
traditional media advertising market, the substantial slowdown
in the traditional media business during the year signified that
the transformation of media has come to a critical point. The
boundary between new and traditional media was blurred and
the traditional media needs new formats and positions through
transformation. Against the backdrop of the accelerating
economic restructuring and increasing government support for
and guidance on the integration of the internet, new media,
traditional media and social networks, the Group will reposition
and reform itself, and redeploy its resources so as to shift its
strategic focus to marketing and expanding the customer base
of its new media platform as well as from providing marketing

service to traditional media to new media.

The Group is equipped with abundant marketing resources and
a well-established customer base together with a professional
management team with ample experience, and a technical team
with strong technical capability and competitive products. As such,
the Group will speed up the integration of its traditional media
platform and new online technologies in order to establish an
integrated platform business model which is more comprehensive

and has more and wider audience.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Having laid a solid foundation, the Group is on its way to a
successful transformation. For 2015, our key task will be to
quickly establish a number of media platforms based on its print
media resources and new mobile and internet technologies. The
foundation works of these platforms, such as the establishment of
Cloud Call and news and information platforms, are substantially
completed. The Group aims at rolling out new products and
services in April 2015 so as to set the direction of the Company's
transformation. In addition, we will continue to shut down
businesses with relatively unsatisfactory profitability and poor
revenue so as to divert their resources to other platforms that
have the potential to cement and fit with the market's needs and
integrate them with new technologies so as to accelerate the
launch of new products. In the next three years, the Group targets
to increase the share of mobile and internet business in our total
revenue to 50% while reducing the share of print media to 50%
so as to form a balanced online and offline marketing service

structure.

Furthermore, the Group’s efforts in controlling costs and
improving operating efficiency are producing positive results.
Capitalising on our all-round strengths such as existing
brand equity and customer base, multi-regional geographical
coverage and cross-media platforms, the Group has an edge
in its transformation and development. Though the road of
transformation may seem long and tough, it is our only way to fit

into the new operating environment.
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MANAGEMENT DISCUSSION AND ANALYSIS

In the long run, the macro-economic condition in China will be
promising, the consumption power of the Chinese population
as a whole will rise, and the domestic internet technology will
mature. These trends will be conducive to the Group’s growth.
Moreover, it was stated in the work report of the government
delivered at the third session of the twelfth National People’s
Congress that the government will seek and rapidly develop new
sources of consumption growth, expand cultural spending, nurture
the newspaper, publishing, radio, film and television industries,
and foster the integration of traditional and new media, which
will greatly benefit the Group. In fact, the relevant permits and
licences issued by government authorities to the Group give us
an initial lead in terms of resources. Looking ahead, the Group
will insist on strengthening ShiFang’'s comprehensive advertising
network and realising a general transformation, and focus on
resuming the stable overall business growth. Through actively
procuring transformation and development, the Group will spare
no efforts to create long-term value for the Shareholders amidst

severe competition.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

EENEREEEBE

EXECUTIVE DIRECTORS

Mr. Chen Zhi, aged 49, is the chairman, chief executive officer
and an executive Director. He is a qualified accountant as
conferred by the Ministry of Finance. Mr. Chen was a cadre of
the Fuzhou Minhou Tax Bureau from 1982 to 1989 (during which
he was granted leave from 1985 to 1988 to pursue his studies
at Fujian Radio and Television University), deputy section chief
of the Fuzhou Economic and Technology Development Area Tax
Bureau from 1989 to 1993, and subsequently the section chief
from 1993 to 2002. He joined our Group in 2003 and pioneered
our distinctive business model of cooperating with newspaper
partners to provide integrated print media services to advertisers,
undertook the main decision-making role in the management of
our overall operations and oversaw the strategic development
of our Group. He was appointed a Director of our Company on
9 December 2009. Mr. Chen has accumulated more than eight
years of relevant experience from developing the business of
our Group and possesses a deep understanding of the PRC print
media and advertising industries. Mr. Chen graduated from Fujian
Radio and Television University in 1988 with a diploma in financial
economics. Mr. Chen is one of our controlling shareholders. He
is also a director of TopBig International Development Limited
(“TopBig International”) and China TopReach Inc. (“China
TopReach”), a SPAC with its shares traded on the OTC Pink Sheet
in the United States. Mr. Chen is the spouse of Ms. Zheng Shou
Ling and the brother of Ms. Chen Min, a non-executive Director of

the Company.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

Mr. Hong Pei Feng, aged 49, is an executive Director. Mr. Hong
was an administrative officer with Jimei Teachers College from
1985 to 1990, the general manager of Xiamen Yuanhong Group
Co., Ltd, a real estate development company, from 1991 to 2000,
and the general manager of Xiamen Yuantong Chuanbo Co.,
Ltd, a company engaged in the advertising business, from 2001
to 2003. He joined our Group in 2004, and was appointed the
chairman of Olympia Media Holdings Limited (“Olympia Media”)
from 2005 to 2007 before subsequently retiring from that role
and assuming the position of its vice chairman in 2007 due to a
reorganisation of Olympia Media’s corporate structure. Mr. Hong
is also a core management member who developed the business
of Beijing HongXinTu Culture Communication Co., Ltd. (“Beijing
HongXinTu"”). Mr. Hong was appointed a Director of our Company
on 18 January 2010 and currently also serves as the vice chairman
of the China International Chamber of Commerce in Fujian
Province. He graduated from Jimei Normal College (presently
known as Jimei University) in 1985 with a diploma in Chinese.
Due to Mr. Hong's substantial experience in publication and
distribution gained from his work with Olympia Media and Beijing
HongXinTu, he has significant expertise in print media business
management. Mr. Hong is one of our controlling shareholders. He
is also a director of Blazing Sun Holdings Ltd. (“Blazing Sun”) and
China TopReach, a SPAC with its shares traded on the OTC Pink
Sheet in the United States.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE
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Mr. Zhang Tie Zhu, aged 41, is an executive Director. Mr. Zhang
is a certified public accountant as conferred by the Ministry of
Finance and a qualified lawyer as conferred by the Ministry of
Justice of the PRC. Mr. Zhang was with Deloitte Touche Tohmatsu
from 1994 to 2000, an investment director of TechFoster
Technology Ventures Ltd. from 2000 to 2002, a senior manager
with PricewaterhouseCoopers from 2002 to 2005, and an
executive director of Chum Investment Corporation from 2006
to 2009. In 2009, Mr. Zhang was appointed as a director and
subsequently the chief financial officer of China TopReach. Mr.
Zhang is responsible for China TopReach's investor relations and
regulatory compliance, including regular dealings with competent
authorities such as the Securities and Exchange Commission. He
joined our Group in 2010, and was appointed a Director of our
Company on 18 January 2010 and our chief financial officer on
15 February 2010 and resigned as the chief financial officer of the
Group on 9 June 2014. He graduated from Hua Dong Industrial
University in 1994 with a bachelor's degree in economics. Mr.
Zhang possesses substantial financial experience from his previous
work with venture capital firms and top global audit firms. Mr.
Zhang is also a director of China TopReach, a SPAC with its shares
traded on the OTC Pink Sheet in the United States.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

Mr. Yu Shi Quan, aged 38, is an executive Director and the chief
financial officer. He is a qualified accountant as conferred by the
Ministry of Finance. Mr. Yu was an accountant at Fujian Lan Tian
Tax Accounting Co., Ltd. from 1996 to 1997, the finance director
of Fujian Huanyu Investment Development Co., Ltd from 1997
to 1998 and the finance director of Fujian ShiFang Investment
Co. Ltd. (“Fujian ShiFang”) from 1998 to 2000. He joined our
Group in 2000 and was head of finance of Fujian ShiFang until
2008 when he became the head of finance of Olympia Media,
and, subsequently, vice president of finance of China TopReach
in 2009, and was appointed a Director of our Company on 20
December 2011. He graduated from Fujian Radio and Television
University in 1996 with a diploma in finance and accounting.
Mr. Yu has gained significant management experience from his
work with the overall financial operations of our Group and was
appointed as the chief financial officer of the Group on 9 June
2014,

NON-EXECUTIVE DIRECTORS

Mr. Chen Wei Dong, aged 43, is a non-executive Director. He
was appointed as our Director on 1 April 2015. He is currently
the managing director of China Science & Kingwin Investment
Management Limited, a position which he has been serving for
more than five years since January 2010. He served as the deputy
director of business of Shenzhen China Science & Merchants
Capital Management Group Co., Ltd., from January 2003 to
December 2009. From March 1996 to December 2012, Mr. Chen
held the position as an assistant general manager of EFIZER] &
EHMR A A (Xiamen Huamin Packaging Co., Ltd.). In addition,
he also had approximately six years of experience working in the
Local Taxation Bureau of Pingyu County, Henan Province. Mr.
Chen received his Bachelor’s degree from College of Continuing
Education Xiamen University in China in 2006, and has been
enrolled in the Executive Master of Business Administration

programme of Xiamen University since September 2009.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE
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Ms. Chen Min, aged 44, is a non-executive Director. She
graduated from the Faculty of Arts, Fujian Normal University
with a bachelor's degree in arts in June 1993 and a master's
degree in arts specialising in contemporary Chinese drama in June
2002. She also obtained a doctorate degree in arts specialising
in theatrical aesthetics from the Central Academy of Drama in
June 2006. Ms. Chen had taken up various academic teaching
posts at the College of Chinese Language and Literature Fujian
Normal University between September 1993 and May 2007 and
has been an associate professor of drama literature at the Central
Academy of Drama since May 2007. Ms. Chen has also served
as a secretary and a member of council of the China Branch of
The International Association of Theatre Critics and a member of
the expert panel of academic degrees and graduate education of
the Ministry of Education of the PRC since May 2007. Ms. Chen
currently is a non-executive director of China TopReach (listed
and traded on the OTC Pink Sheet in the United States). She was
appointed as our Director on 20 December 2011 and is also the
sister of Mr. Chen Zhi, an executive Director and the chairman of

the Company.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Zhou Chang Ren, aged 67, is an independent non-executive
Director. He was appointed as our Director on 8 November 2010,
and is a qualified senior economist as conferred by the Fujian
Provincial Department of Personnel. Mr. Zhou was appointed as
the chairman of the Qingliu Country Party Committee in 1990.
He was engaged in the newspaper industry in the PRC and held
several positions including the deputy bureau chief and editorial
board member of Fujian Daily from 1996 to 2002, and the general
manager, senior economist and Party Committee deputy secretary
of the Fujian Daily Newspaper Group from 2002 to 2008. In
addition, Mr. Zhou was the vice chairman and, later, chairman
of the Fujian Province Newspaper Industry Association during
the same periods, before retiring in 2008. He graduated from
Fujian Provincial Party School of the CPC in 1986 with a diploma
in politics. Mr. Zhou has extensive print media experience and
expertise with particular knowledge of the Fujian newspaper

industry.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

Mr. Wong Heung Ming Henry, aged 45, is an independent
non-executive Director. He was appointed as our Director on 8
November 2010. Mr. Wong took some senior positions, by serving
as the finance directors and the internal audit director, for some
multinationals, the United States and Hong Kong listed companies
engaged in fast-moving consumables, real estates, shopping malls
operation and media industry. Prior to that, Mr. Wong had worked
for two international accounting firms, Deloitte Touch Tohmatsu
and PricewaterhouseCoopers. Mr. Wong graduated from City
University in Hong Kong in 1993 with a bachelor’s degree in
accountancy and also obtained a master’'s degree in electronic
commerce from the Open University of Hong Kong in 2003. He
is a fellow member of the Association of Chartered Certified
Accountants and the Hong Kong Institute of Certified Public
Accountants as well as a certified internal auditor. Mr. Wong has
accumulated more than 21 years in financing, internal controls

and corporate governance experience.

Mr. Cai Jian Quan, aged 52, is an independent non-executive
Director. He was appointed as our Director on 20 December 2011.
He graduated from the Anhui University of Finance Economics
with a bachelor’s degree in financial accounting in July 1984. Mr.
Cai was a finance manager of the finance department of Shanghai
Baihuo Headquarters Watches and Glasses Branch between July
1984 and June 1992. He was the general manager of the sales
department of Shenyin & Wanguo Securities Co. Ltd. between
June 1992 and June 2002. He has also been the chairman of the
board of directors of Shanghai Guantong Investment Co. Ltd.

since September 2002.
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EENEREEEBE

SENIOR MANAGEMENT

Mr. Li Gang, aged 57, is the vice president of the Group assisting
the chief executive officer to manage the print media business
in the PRC. Mr. Li served as a reporter and editor of Fujian Daily
from 1987 to 1997. He was a member of the editorial board
of Strait News and was responsible for operation from 1997 to
2004. In 2004, he joined the Group and served as the general
manager for the Digital Media Center of Fujian ShiFang Culture
Communication Co., Ltd., the general manager of Dalian ShiFang
Media Co., Ltd. and the vice president of the Group's office. Mr.
Li has worked in the media industry for over 20 years and has
extensive experience in media operation and management.

Mr. Xu Kai Ning, aged 41, is the assistant to the president of
the Group assisting the chief executive officer to manage the
new media business. Mr. Xu served as a director and the general
manager of ShiFang YaQi Culture Communication (Xiamen)
Co. Ltd from 2004 to 2008 and also took the role of chairman
of Shenyang ZhuQin ShiFang Media Development Co., Ltd.
from 2007 to 2008. He served as the general manager of the
Investment and Development Center and the general manager of
the Media Commerce Center of the Olympia Media Group and the
vice president of the Integrated Marketing Center of the ShiFang
Holding Group since 2008 until he assumed the role of the
president of the new media division of ShiFang Holding in June
(011725

Mr. Zheng Bo Ling, aged 46, is the assistant to the president
assisting the chief executive officer to manage the asset
management business. Mr. Zheng joined the Group in 2002 and
served as the deputy general manager and general manager of
Quan Zhou ShiFang Advertising Company Ltd. from 2002 to 2006.
He later served as the general manager of the Tangshan branch of
Fujian ShiFang from 2006 to 2010 and the general manager of &
M+ 2R EEFR AR from 2010 to 2011.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

Mr. Pan Jian Ping, aged 41, is a vice president of finance and
internal control of our Company. He is a qualified accountant as
conferred by the Fujian Provincial Department of Finance and a
certified asset valuer as conferred by the China Appraisal Society.
Mr. Pan was a project manager with Fujian Audit Firm (now
known as Fujian Hongshen Certified Public Accountants Ltd.) from
1995 to 1997 and 2000 to 2004, and a project manager with
Fujian Huashen Asset Valuation Real Estate Appraisal Co., Ltd.
from 1998 to 1999. He joined our Group in 2004 and was the
financial controller as well as assistant to the president of Beijing
HongXinTu until 2007, before assuming the position as our vice
president of internal control in 2008. He graduated from Fuzhou
University in 1995 with a diploma in accounting and also obtained
a diploma in law from Huazhong Normal University in 2009
through part-time study. Mr. Pan has more than eight years of
accounting experience and is mainly responsible for our Group’s

internal financial management and audit supervision.

COMPANY SECRETARY
Ms. Chan Ching Yi, aged 40, is our company secretary. She

is a member of the Hong Kong Institute of Certified Public
Accountants and a fellow of the Association of Chartered
Certified Accountants. Ms. Chan holds a bachelor’s degree in
accountancy and has accumulated more than 18 years of financial
and auditing experience. She is currently the company secretary of
Zheda Lande Scitech Limited (stock code: 8106), a company listed
on the Growth Enterprise Market Board of the Stock Exchange.
Ms. Chan joined our Group in August 2010.
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DIRECTORS’ REPORT
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The directors (the “Directors”) of ShiFang Holding Limited (the
“Company”) present their report and the audited financial
statements of the Company and its subsidiaries (together, the

“Group”) for the year ended 31 December 2014.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Its subsidiaries
are principally engaged in the business of publishing and
advertising (the “Publishing and Advertising Businesses”) in the
People’s Republic of China (the “PRC"). There were no significant
changes in the nature of the Group’s principal activities during the

year.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31 December 2014
are set out in the consolidated statement of comprehensive

income on page 94.

The Directors did not recommend the payment of any final
dividend for the year ended 31 December 2014 and proposed that

loss for the year be retained.

SUMMARY FINANCIAL INFORMATION

A summary of the results, assets and liabilities of the Group for

the past five financial years is set out on pages 5 to 6.

PROPERTY, PLANT AND EQUIPMENT
During the year of 2014, the Group had acquired property, plant

and equipment of approximately RMB1.7 million.
Details of these and other movements in the property, plant and

equipment of the Group during the year of 2014 are set out in

note 7 to the consolidated financial statements.
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SHARE CAPITAL
Details of movements in the Company's share capital during
the year are set out in note 19 to the consolidated financial

statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the articles
of association of the Company (the “Articles”), or the laws of the
Cayman Islands, which would oblige the Company to offer new

shares on a pro-rata basis to existing shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

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

the year.

RESERVES

Details of movements in the reserves of the Company and the
Group during the year are set out in note 20 to the consolidated
financial statements and in the consolidated statement of changes

in equity, respectively.

DISTRIBUTABLE RESERVES

The amount of the Company’s reserves available for distribution
to shareholders as at 31 December 2014 was approximately
RMB206.3 million.

DONATIONS

No charitable and other donations has been made by the Group

during the year.

DIRECTORS’ REPORT
EEEHE

g 2
D B IR A GF R
*MIFE19 -

EREE SR R R

BrBERE

AR AMBBERE (TR R 2B 8%
A AR AR AERR B RIIRL 5
SR E LB EEDHEX -

BE BEHELEAQR LHHES

FRARAAKEEMAMHBELRAMERE &
Bl 5k & AN A REM EHES -

&
ARARAEEREBRERHEDHES R
A G B RENE20RA SHENBEDE -

A 1 7K = 1
BE-ZT-WF+-A=+—A FAATH
HETRENRELBOAARK206368
7

<

B

AEBFALBEHES REMBIBR -

THERBRLR —T—NFFHR 51



DIRECTORS’ REPORT
EEEHRE

MAJOR CUSTOMERS AND SUPPLIERS

During the year of 2014, the aggregate sales attributable to the
Group's five largest customers comprised approximately 15.0% of
the Group's total sales and the sales attributable to the Group's
largest customer were approximately 5.9% of the Group's total

sales.

The aggregate purchases during the year of 2014 attributable to
the Group’s five largest suppliers were approximately 71.9% of
the Group’s total purchases and the purchases attributable to the
Group'’s largest supplier were approximately 30.5% of the Group's

total purchases.

DIRECTORS

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

were as follows:

Executive directors:

Mr. Chen Zhi (chairman and chief executive officer,
appointed as a Director on 9 December 2009)

Mr. Hong Pei Feng (appointed on 18 January 2010)

Mr. Zhang Tie Zhu (appointed on 18 January 2010)

Mr. Yu Shi Quan (appointed on 20 December 2011)

Non-executive directors:
Mr. Wang Ping (appointed on 18 January 2010
and resigned on 31 March 2015)

Mr. Chen Wei Dong (appointed on 31 March 2015)

Ms. Chen Min (appointed on 20 December 2011)
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Independent non-executive directors:

Mr. Zhou Chang Ren (appointed on 8 November 2010)
Mr. Wong Heung Ming, Henry (appointed on 8 November 2010)

Mr. Zhuo Ze Yuan (appointed on 8 November 2010 and
resigned on 9 June 2014)

Mr. Cai Jian Quan (appointed on 20 December 2011)

In accordance with the Articles, one-third of the Directors will
retire and, being eligible, offer themselves for re-election, at the
forthcoming annual general meeting of the Company. Moreover,
the Directors appointed during the year will hold office until the
forthcoming annual general meeting of the Company and will be

eligible for re-election.

DIRECTORS" AND SENIOR MANAGEMENT'S
BIOGRAPHIES

Biographical details of the Directors and the senior management

of the Group are set out on pages 42 to 49.

INDEPENDENT NON-EXECUTIVE DIRECTORS'
CONFIRMATION OF INDEPENDENCE

The Company has received, from each of its independent non-
executive Directors, namely Mr. Zhou Chang Ren, Mr. Wong
Heung Ming, Henry and Mr. Cai Jian Quan a confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules. The
Company considers all of its independent non-executive Directors

are independent.
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DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors and the non-executive Director has
entered into a service contract with the Company for a term of
three years commencing from 3 December 2010, which may be
terminated by not less than six months’ notice in writing served by
either party on the other. Each of the independent non-executive
Director has been appointed by the Company for a term of three
years and shall be terminable by either party by giving not less

than two months’ prior notice in writing.

During the year, none of the Directors had a service contract with
the Company which is not determinable by the Company within
one year without payment of compensation, other than statutory

compensation.

REMUNERATION POLICY

The remuneration policy for the Directors and senior management
members of the Group was based on their individual performance
as well as market trends and practices. In addition, each of the
executive Directors and the non-executive Directors is entitled
to a discretionary bonus provided that the aggregate amount of
the bonuses payable to all the executive Directors at the sole and
absolute discretion of the Company. Details of the remuneration
of the Directors are set out in note 25 to the consolidated
financial statements.

The emoluments paid to the senior management (excluding the
Directors) during the year ended 31 December 2014 were within
the following bands:
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES IN
OR DEBT SECURITIES OF THE COMPANY

Other than the pre-IPO share option scheme of the Company (the
“Pre-IPO Share Option Scheme”) adopted by written resolutions
of its shareholders on 26 February 2010 and the post-IPO share
option scheme of the Company (the “Post-IPO Share Option
Scheme”) adopted by the written resolutions of its shareholders
on 8 November 2010, at no time during the year of 2014 was the
Company or any of its subsidiaries a party to any arrangements
to enable the Directors of the Company to acquire benefits by
means of the acquisition of shares in, or debt securities (including
debentures) of, the Company or any other body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS

No Director had a material interest, either directly or indirectly, in
any contract of significance to the business of the Group to which
the Company, or any of its holding companies, subsidiaries or
fellow subsidiaries was a party during the year.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

None of the Directors held any interests in any competing business
against the Company or any of its jointly controlled entities and

subsidiaries for the year ended 31 December 2014.

PRE-IPO SHARE OPTION SCHEME

The principal terms of the Pre-IPO Share Option Scheme, approved
by written resolutions of the shareholders of the Company passed

on 26 February 2010, were set out as follows:

(@) the purpose of the Pre-IPO Share Option Scheme is to
provide incentive or reward to eligible participants for their
contribution to, and continuing efforts to promote the
interests of, the Company and to enable the Company and

its subsidiaries to recruit and retain high-caliber employees;
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56

the maximum number of Shares in respect of which options
may be granted under the Pre-IPO Share Option Scheme
shall be 27,456,156, representing approximately 5% of
the issued share capital of the Company as at the date of

approval of the Pre-IPO Share Option Scheme;

the subscription price for the Shares under the Pre-IPO
Share Option Scheme shall not be less than 100% of the
fair market value of the Shares on the date of grant of
the option as valued by the valuer to be appointed by the

Company;

save as otherwise stated in the letter of grant, a maximum
of 40% of the total number of the options shall only be
exercisable from the expiry of the first anniversary of the
commencement date; a maximum of 70% of the total
number of the options shall only be exercisable from the
expiry of the second anniversary of the commencement date;
and all the total outstanding number of the options will be
exercisable from the expiry of the third anniversary of the

commencement date;
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subject to the termination provisions in the Pre-IPO Share
Option Scheme, the Pre-IPO Share Option Scheme shall be
valid and effective for a period commencing on 26 February
2010, being the date on which the Pre-IPO Share Option
Scheme is adopted by the Shareholders, and ending on
the day immediately prior to the Listing Date (both dates
inclusive), after which period no further options pursuant
to the Pre-IPO Share Option Scheme will be granted but
in all other respects the provisions of the Pre-IPO Share
Option Scheme shall remain in full force and effect to the
extent necessary to give effect to the exercise of any options
granted prior thereto or otherwise as may be required in
accordance with the provisions of the Pre-IPO Share Option
Scheme, and options which are granted during the life of the
Pre-IPO Share Option Scheme may continue to be exercisable

in accordance with their terms of issue; and

the Pre-IPO Share Option Scheme shall take effect subject to
the passing of the necessary resolution to adopt the Pre-IPO
Share Option Scheme by the shareholders of the Company.
The option granted may be exercised during the option
period which shall commence on the expiry of the first
anniversary of the commencement date and end on the date
immediately before the fourth anniversary of the Listing Date
(subject to the provisions for early termination contained in
the Pre-IPO Share Option Scheme). In the event that dealings
in the Shares have commenced on the Stock Exchange, the
exercise after the Listing Date of any option granted will be
conditional upon the Listing Committee granting approval
of the listing of, and permission to deal in, the Shares which
may fall to be allotted and issued pursuant to the exercise of

any options granted under the Pre-IPO Share Option Scheme.
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As of the date of this report, options to subscribe for an
aggregate of 27,456,156 Shares (representing approximately
3.81% of the total issued share capital of the Company as at the
date of this report) were granted by the Company under the Pre-
IPO Share Option Scheme have been lapsed on 2 December 2014.
Particulars of the options granted under the Pre-IPO Share Option

Scheme are set out below:

BEAREOH AAFRBEEIAHBEERN
FE R R R 8 H AR & 27,456,156 % ik
7 (hRARHRE B EARF B BITRALREL
381% )MEREER _ZE—HNF+=-H=H
KRB -BBEEBRAREEAERETERE D
BRENFBRHNTX:

No. of share options

BREZA
Approximate
Outstanding percentage
as at the Granted Lapsed Exercised  Outstanding of total
Name and position of Exercise  beginning of during during during as at the issued  Exercisable
grantee in our Group price the year the year the year the year yearend  share capital  period
EERT
REA RER  REAED
ARANBEEREARENRA TiE ESi:d ERRM ERgM  EREOR WRTE  BAEIE  TRA
(HKS)
(B7m)
Mr. Chen Zhi, Executive Director 1.82 10,433,339 - (10,433,339 - - -% (note 1)
RELE HITES (M5E1)
Mr. Hong Pei Feng, Executive Director 1.82 2,745,616 - (2,745,616) - - %  (note 1)
HEEEE HTES (M5E1)
Mr. Zhang Tie Zhu, Executive Director 1.82 9,335,093 - (9,335,093) - - -% (note 1)
RELEE RITES (M5E1)
Mr. Yu Shi Quan, Executive Director 1.82 1,098,246 - (1,098,246) - - =% (note 1)
RERLE BITES (MizE1)
Mr. Wang Ping, Non-executive Director 1.82 549,123 - (549,123) - - -% (note 1)
THEE EBTES (M5E1)
Mr. Chan Chun Kau, General Counsel 1.82 1,647,369 - (1,647,369) - - =% (note 1)
RER A& BER (M5E1)
Mr. Xiao Zhen Bin, Investor Relations Director 1.82 1,098,246 - (1,098,246) - - -% (note 1)
BRI S REBREE (M3E1)
Mr. Pan Jian Ping, Vice President of 1.82 549,124 - (549,124) - - -%  (note 1)
Internal Control
BRTRE NEBEHIRIAH (MiizE1)
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Note 1:

Each of the grantees to whom the options have been granted under the

Pre-IPO Share Option Scheme is entitled to exercise:

(i) up to 40% of the shares that are subject to the options granted
to the relevant grantee at any time during the period commencing
on 26 February 2011, a year after grant date, and ending on 2
December 2014;

(i) up to 70% of the shares that are subject to the options granted
to the relevant grantee at any time during the period commencing
on 26 February 2012, two years after grant date, and ending on 2
December 2014;

(i) up to 100% of the shares that are subject to the options granted
to the relevant grantee at any time during the period commencing
on 26 February 2013, three years after grant date, and ending on 2
December 2014.

Other particulars of the Pre-IPO Share Option Scheme are set out

in note 34 to the consolidated financial statements.

POST-IPO SHARE OPTION SCHEME

Pursuant to the resolutions in writing passed by the shareholders
of the Company on 8 November 2010, the Company adopted the
Post-IPO Share Option Scheme. The purpose of the Post-IPO Share
Option Scheme is to provide incentive or reward to (i) any full-time
or part-time employees, executives or officers of the Company
or any of its subsidiaries; (ii) any Directors (whether executive or
non-executive, including any independent non-executive Director)
of the Company or any of its subsidiaries; or (iii) any advisors,
consultants, suppliers, customers and agents to the Company or

any subsidiaries (each “Eligible Person”).
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The Board may, at any time within 10 years after the date of
approval of the Post-IPO Share Option Scheme, make an offer to
grant options to any Eligible Person. The subscription price for
shares granted pursuant to the Post-IPO Share Option Scheme
shall be determined by the Board in its absolute discretion and

shall be at least the highest of:

(i)  the official closing price of the Shares as stated in the Stock

Exchange’s daily quotations sheet on the date of offer;

(i)  the average of the official closing prices of the Shares as
stated in the Stock Exchange’s daily quotations sheets for
the five business days immediately preceding the date on

which such offer is made; and
(i)  the nominal value of a Share.

The total number of Shares in respect of which options may be
granted under the Post-IPO Share Option Scheme is not permitted
to exceed 10% of the total number of Shares in issue as at the
Listing Date, 73,216,512 Shares, without prior approval from the
shareholders of the Company. The maximum number of Shares
which may be issued upon exercise of all outstanding options
granted, and yet to be exercised, under the Post-IPO Share Option
Scheme and any other share option schemes of the Company
must not exceed 30% of the issued share capital of the Company
from time to time. The total number of Shares issued and to
be issued upon exercise of all options granted under the Post-
IPO Share Option Scheme to each Eligible Person (including both
exercised, cancelled and outstanding options) in any 12-month
period shall not exceed 1% of the total number of issued shares
of the Company. Any further grant of share options in excess of

this limit is subject to shareholders’ approval in a general meeting.
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Share options granted to a director, chief executive or substantial
shareholder of the Company, or to any of their associates, are
subject to approval in advance by the independent non-executive
directors of the Company. In addition, if shares issued and to be
issued upon exercise of all options granted under the Post-IPO
Share Option Scheme (including options exercised, cancelled and
outstanding) to a participant who is a substantial shareholder
or an independent non-executive director of the Company, or
any of their associates, in any 12-month period (i) represent in
aggregate more than 0.1% of the total number of shares in issue,
and (ii) have an aggregate value, based on the closing price of
the shares of the Company at the date of each grant, in excess of
HK$5,000,000, the proposed grant of option must be approved by

the shareholders of the Company in a general meeting.

The amount payable on acceptance of an option is RMB1.00. The
exercise period of any option granted under the Post-IPO Share
Option Scheme shall not be longer than 10 years from the date
of grant of the relevant option. There is no minimum period for
which an option must be held before the exercise of the option

except otherwise imposed by the Board.

As at 31 December 2014, no share option had been granted
under the Post-IPO Share Option Scheme.
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DIRECTORS' INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES

At 31 December 2014, the interests and short positions of
the directors in the share capital and underlying shares (the
“Share(s)") of the Company or its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance
(the "SFO")), as recorded in the register required to be kept by
the Company pursuant to Section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange pursuant to
the Model Code for Securities Transactions by Directors of Listed

Issuers, were set out as follows:

EERROKEEROHERR

N1
RE

R_ZE—NFE+_A=Z+—H BFRNELQT
FEMEBZE (ERRESHF RBEBKAIEXV
) e A KRR ([AR5 1) R HEB ZEER
REEH R AERAEIEEARAIBEFTER
Fifl RBE LM BITAZERETELRRS
IR AESF AI| B A0 & 7R A ) B Bt 22 BT B9 4 2 Ik
BEINMT

SHIFANG HOLDING LIMITED ANNUAL REPORT 2014

(i) Long position in the Company (i) REQXTNHEER

Approximate

Number of percentage of

Name of Director Capacity/Nature of Interest Shares interest

EsnE 5 EmtE igrig 4= EEBiOBEI

Mr. Chen Zhi Interest in controlled corporation 43,018,170 5.1%
(note 1)

REXRE REZEHEEERS 43,018,170 5.1%
(B&ET)

Mr. Chen Zhi Beneficial Owner 390,000 0.1%

RELE BEmBEAA 390,000 0.1%

Mr. Hong Pei Feng Interest in controlled corporation 3,146,604 0.4%
(note 2)

gl e REZEHEEN RS 3,146,604 0.4%
(M$5E2)

Mr. Yu Shi Quan Interest in controlled corporation 21,142,026 2.5%
(note 3)

RAEILE REZEHEENEERE 21,142,026 2.5%
(H3E3)



(ii)

Notes:

(1) These Shares are held by TopBig International, which is
wholly-owned by Mr. Chen Zhi.

(2)  These Shares are held by Blazing Sun, which is wholly-owned

by Mr. Hong Pei Feng.

(3)  These shares are held by Keep Profit International Capital
Limited, which Mr. Yu owns 30% of the shareholding.

Interests in the underlying Shares of equity derivatives
of the Company

As at 31 December 2014, share options granted under the
Pre-IPO Share Option Scheme have lapsed. Further details
of such options are disclosed under the paragraph above
headed “Pre-IPO Share Option Scheme”.

(ii)
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SUBSTANTIAL SHAREHOLDERS" INTERESTS IN FERRRRG REERKR G AERE

SHARES AND UNDERLYING SHARES

As at 31 December 2014, the following persons (other than RZE—NWF+_A=+—H U TAL(E
Directors or chief executives of the Company) had interests or ERARAEREITHABRIN EALENE
short positions in the Shares and underlying Shares as recorded BESRBEKRIEIBEARRATENE
in the register required to be kept by the Company pursuant to B AR 10 RABRA MRt I SOA A -

Section 336 of the SFO:

Long positions in Shares: RBROBER:
Approximate
Number of percentage of
Name Capacity/Nature of Interest Shares interest
=E B ERME ROBE REEBOESL
China TopReach Beneficial Owner 303,526,306 36.1%
B K i EnEAA 303,526,306 36.1%
TopBig International Beneficial Owner (note 1) 43,018,170 5.1%
4 B EnBEAA (1) 43,018,170 5.1%
Templeton Strategic Emerging Markets Interest in controlled corporation 42,606,606 5.1%
Fund Ill, LDC (“Templeton”) (note 2)
HBEEFEDISES ([HEE]) REZEHEEER (H52) 42,606,606 5.1%
Notes: Bt 5T
(1) TopBig International is a company incorporated under the laws of (1) FATFERA—RIBERBREARSAEAMAK

the BVI, which is wholly-owned by Mr. Chen, the executive director

and chairman of the Company.

(2)  Templeton is a limited duration company incorporated in the (2)
Cayman Islands. It makes strategic investments in emerging markets

and is managed by Templeton Asset Management Ltd.

YRR AARRRTESEHRIFREES

BHA -

HEBELS—RKNFASESTMA A ERE
NaE] EFTETISE L BEE IR E - B Templeton
Asset Management Ltd& £ -

Save as disclosed herein, the Company has not been notified of BAXFAEEEIN R_ZFT-—HNF+ A
any other person (other than a Director or a chief executive of the =+ H ARRTEENEEEREMAL
Company) who had an interest or a short position in the shares (BFSAARAHEEITHABRN) EBLHRN
and underlying shares of the Company as recorded in the register ~ RIEZEF LKA EGRHIEIGEARFEFERN
required to be kept by the Company pursuant to Section 336 of BRME AR RIS REEKRGOERIOKE -

the SFO as at 31 December 2014.
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CONTINUING CONNECTED TRANSACTIONS

The Company has entered into the transactions set out below
which will be regarded as continuing connected transactions
under the Listing Rules. Unless otherwise defined, capitalised
terms below has the same meanings as those defined in the

Prospectus.

NON-EXEMPT CONTINUING CONNECTED
TRANSACTIONS

Structure Contracts

As the original shareholders of Beijing HongXinTu, including Mr.
Zhang Jin Gui, Mr. Chen Zhi, Mr. Qiang Yi Bin and Ms. Lin Yu
Lin, were replaced by Mr. Zheng Bo Ling, Mr. Qiang Yi Bin and
Mr. Xu Kai Ning respectively as the new shareholders of Beijing
HongXinTu on 8 July 2013 in accordance with the Structure
Contracts, whose registered capital is owned as to 40% by
Mr. Zheng Bo Ling, 30% by Mr. Qiang Yi Bin and 30% by Mr.
Xu Kai Ning, the new shareholders of Beijing HongXinTu have
entered into the Structure Contracts with the Company in order
to continue and secure the transactions under the Structure

Contracts.

The Structure Contracts comprise five agreements, namely (i)
the Loan Agreement, (ii) the Equity Pledge Agreement, (iii) the
Voting Rights Proxy Agreement, (iv) the Exclusive Purchase Option
Agreement and (v) the Service Agreement, which were all (except
the Service Agreement which was entered into between Fuzhou
ShiFangCe Culture Media Co. Limited and Beijing HongXinTu)
entered into between, inter alia, Mr. Zheng Bo Ling, Mr. Qiang Yi
Bin, Mr. Xu Kai Ning and Fuzhou ShiFangCe Culture Media Co.
Limited. Each of Mr. Zheng Bo Ling and Mr. Qiang Yi Bin is an
associate of Mr. Chen Zhi and Mr. Hong Pei Feng respectively and
therefore are Connected Persons of the Company. Furthermore,
Mr. Xu Kai Ning, being a shareholder of Keep Profit International
Capital Limited and a party to the Olympia Media Concert Parties
which are controlling shareholders of the Company, is also a

Connected Person of the Company.
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The Structure Contracts were entered into to establish a situation
in which Fuzhou ShiFangCe Culture Media Co. Limited has
obtained effective management, operational and economic control
over Beijing HongXinTu and has an exclusive option to purchase
all or part of the entire equity interest of Beijing HongXinTu when
and to the extent permitted by the PRC law. The Company is
currently prohibited from acquiring an equity interest in Beijing
HongXinTu, which holds a license for the general distribution of
books, newspapers and periodicals, to incorporate its business
into our Group because pursuant to the Catalogue of Industries
for Guiding Foreign Investment jointly promulgated by The
National Development and Reform Commission of the PRC and
The Ministry of Commerce of the PRC on 31 October 2007, the
publication and general distribution of books, newspapers and
periodicals business is classified as an industry in which foreign

investors are prohibited from investing.

The transactions under the Structure Contracts (except those
under the Service Agreement) constitute continuing connected
transactions for our Company under the Listing Rules and are
subject to the requirements of reporting, announcement and
independent shareholders’ approval under Chapter 14A of the
Listing Rules following the Listing.

The Directors believe that the Company's structure whereby
Beijing HongXinTu's financial results are consolidated into the
Company’s financial statements as if it was a wholly-owned
subsidiary and the flow of economic benefits from its business to
the Company, places the Group in a special position in relation
to the connected transactions rules. Accordingly, notwithstanding
that the transactions contemplated under the Structure Contracts
technically constitute continuing connected transactions for
the purposes of Chapter 14A of the Listing Rules, the Directors
consider that it would be unduly burdensome and impracticable
and would impose unnecessary administrative costs on us to be
subject to strict compliance with the requirements set out under
Chapter 14A of the Listing Rules in respect of these continuing

connected transactions.
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Pursuant to the Listing Rules, the Company has applied for and
the Stock Exchange has granted a waiver from strict compliance
with the reporting, announcement, independent shareholders’
approval, annual cap and agreements with fixed term of no more
than three years requirements under Chapter 14A of the Listing
Rules in respect of the continuing connected transactions under
the Structure Contracts for so long as the Shares are listed on the

Stock Exchange.

For details of the Structure Contracts, please refer to the sections
headed “History and Corporate Structure” and “Connected

Transactions” of the Prospectus.

Pursuant to Rule 14A.56 of the Listing Rules, the Board engaged
PricewaterhouseCoopers, the auditor of the Company to report
on the continuing connected transactions of the Group in
accordance with Hong Kong Standard on Assurance Engagements
3000 “Assurance Engagements Other Than Audits or Reviews of
Historical Financial Information” and with reference to Practice
Note 740 "Auditor’s letter on Continuing Connected Transactions
under the Hong Kong Listing Rules” issued by the Hong Kong
Institute of Certified Public Accountants. PricewaterhouseCoopers
has reported the results and their work to the Board, confirming
that the transaction has received the approval of the Directors,
has been entered into in accordance with the relevant Structured
Contracts and that no dividends or other distributions has been

made by Beijing HongXinTu to its shareholders.

The independent non-executive Directors have reviewed the
Structure Contracts, the above continuing connected transactions
and the report of the auditor. In the opinion of the independent

non-executive Directors:

(i)  the continuing connected transactions carried out during
the year are in the ordinary and usual course of business of
the Group and have been entered into in accordance with
the relevant provisions of the Structure Contracts so that the
revenue generated by Beijing HongXinTu and the subsidiaries

of the Company have been mainly retained by the Group;
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(i)  the continuing connected transactions were entered into
either (a) on normal commercial terms; or (b) where there is
no available comparison, on terms that are no less favorable
to the Group than terms to or from independent third
parties;

(iii) no dividends or other distributions have been made by
Beijing HongXinTu to its shareholders; and

(iv) any new Structure Contracts entered into, renewed or

reproduced between Beijing HongXinTu and the Company

during the relevant financial period are fair and reasonable,

or advantageous, so far as the Company are concerned and

in the interests of our shareholders as a whole.

Other than disclosed above, there was no other transaction which
needs to be disclosed as connected transaction in accordance with
the requirements of the Listing Rules during the year ended 31
December 2014.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the Directors, at least 25% of the
Company’s total issued share capital was held by the public as at
the date of this report.

AUDITORS

The consolidated financial statements have been audited by
PricewaterhouseCoopers who will retire and, being eligible, offer
themselves for re-appointment at the forthcoming annual general
meeting of the Company.

ON BEHALF OF THE BOARD

Chen Zhi
Chairman, Chief Executive Officer and Executive Director

Hong Kong
26 March 2015
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CORPORATE GOVERNANCE REPORT

CORPORATE GOVERNANCE CODE

The Company recognises the importance and value of achieving
high standards of corporate governance practices. The Board
believes that good corporate governance is an essential element
in maintaining and promoting shareholder value and investor

confidence.

The Company has adopted the principles and complied with the
former and revised code provisions of the Corporate Governance
Code (the "CG Code”) as set out in Appendix 14 to the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”) as its own code of
corporate governance since the date of the listing of the shares
of the Company on the Main Board of the Stock Exchange on 3
December, 2010, which shall also be revised from time to time
in accordance with the Listing Rules. Saved as disclosed below,
the Board considers the Company has complied with the code

provisions as set out in the CG Code.

Set out below the corporate governance principles and the
practices adopted and observed by the Company during the year
ended 31 December 2014.

THE BOARD

The Board provides effective and responsible leadership for the
Company in setting the strategic decision and overseeing the
Company's overall operations. The Board meets regularly and each
Director has to make decisions objectively in the best interests of

the Company and its shareholders.
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Board Composition

The Board comprises 9 Directors, 4 of whom are executive
Directors and 2 of whom is non-executive Director and 3 of whom
are independent non-executive Directors. The Composition of
the Board is well balanced with each Director having extensive
knowledge, experience and expertise relevant to the business
operations and development of the Group. The biographies of
all Directors are set out on pages 42 to 49 of this annual report.
Save as disclosed in this annual report, none of the Directors has
any other financial, business, family or other material or relevant

relationships among members of the Board.

The Company has adopted the Board Diversity Policy in March
2014. The policy sets out the approach to achieve diversity on
the Board of the Company which includes but not limited to
gender, age, cultural and educational background, professional
qualifications, skills, knowledge and regional experience. The
Nomination Committee made an annual review on the structure,
size and composition of the Board and where appropriate, made
recommendations on changes to the Board that are relevant to the

Company’s business growth.

Board Proceedings

The Company will hold at least four board meetings at
approximately quarterly intervals and will also meet at such other
times when necessary. Formal agenda of all Board meetings are
distributed to the Directors for comments and approval, generally,
at least 14 days before the meetings. Adequate time and sufficient
resources will provide to all Directors to discharge their duties
at which the Directors actively participate and hold informed
discussions. All minutes of Board meetings will record in sufficient

detail the matters considered by the Board and decisions reached.
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the Board convened 1
3 Audit

During the period under review,
shareholders’ general meeting, 5 board meetings,
Committee meetings, 1 Remuneration Committee meeting and
1 Nomination Committee meeting respectively. The attendance
of individual Directors at general meetings and meetings of
the Board, Audit Committee, Remuneration Committee and

Nomination Committee is as follows:

Shareholders'

REOBEHE EFE0RCEF )
T hAEFEER —KEXRZE

REMEZBEEREN—RIEREER
ERBRRAEURE

ZEeRRERZES

Meeting attended/held
HE/BTERRY

general Audit Remuneration Nomination
meeting Board  Committee =~ Committee ~ Committee
[ N Exg® ERZEE® HMZEEE REZEEE
Executive Directors HTEE
Chen Zhi (Chairman & Chief Executive Officer) BE(FEFEEANTE) 1 5 N/A 1 1
TER
Hong Pei Feng HIFE 1 5 N/A N/A N/A
T Tk TEH
Zhang Tie Zhu R = 5 N/A N/A N/A
@R TER NEA
Yu Shi Quan (Chief financial Officer) RHE(BRAFE) 1 5 N/A N/A N/A
TEm TEH TEH
Non-executive Directors 3F$ﬂ’_
Wang Ping (resigned on 31 March 2015) TE(R=F—EF - 3 N/A N/A N/A
7}q7+ BEAL) TER TEA TEH
Chen Wei Dong (appointed on 1 April 2015) RER(R=F—1F N/A N/A N/A N/A N/A
mA—-BESHE) @R TiEA TEA TER TEm
Chen Min IR 1 5 N/A N/A N/A
TER TEA TEH
Independent Non-executive Directors BUFHTES
Wong Heung Ming, Henry E={GL] - 5 3 1 1
Zhou Chang Ren BA&Et - 5 3 1 N/A
AEH
Zhuo Ze Yuan (resigned on 9 June 2014) EEH(R=F—NF
ANANARE) - 1 3 N/A 1
TEH
Cai Jian Quan R 1 5 N/A N/A N/A
TR Tk TiEH
THERERAT —T-—mOFEFR 71



CORPORATE GOVERNANCE REPORT
EXREAWE

All the Directors have access to relevant and timely information.
They also have access to the advice and services of the company
secretary of the Company, who is responsible for providing the
Directors with Board papers and related materials. Where queries
are raised by the Directors, prompt and full responses will be given

if possible.

Should a potential conflict of interest involving a substantial
shareholder of the Company or a Director arise, the matter will be
discussed in a physical Board meeting, as opposed to being dealt
with by a written resolution. Independent Non-Executive Directors
with no conflict of interest will be present at meetings dealing

with such conflict issues.

Independent Non-Executive Directors are identified in all corporate
communications containing the names of the Directors. An
updated list of the Directors identifying the Independent Non-
Executive Directors and the roles and functions of the Directors is
maintained on the website of the Company and the website of

the Stock Exchange.

Roles and responsibilities of the Board
The Board is collectively responsible for promoting the success and
interest of the Group through its leadership and supervision. The

principal tasks of the Board are to:

(i)  provide entrepreneurial leadership for the Company with a
framework of prudent and effective controls which enables
risks to be assessed and managed;

(i) set the Company’s strategic aims, ensuring that the

necessary financial and human resources are in place for the

Company to meet its objectives and review its management

performance; and
(iii) set the Company’s values and standards and ensure that its

obligations to its shareholders and others are understood

and met.
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No event or condition of material uncertainties was found
that may cast significant doubt about the Company’s ability to
continue as a going concern during the period under review. The
Directors were responsible for the preparation and the true and
fair presentation of the financial statements of the Company, in
all material respects, in accordance with applicable regulatory

requirements.

Skills, knowledge, experience and attributes of Directors

All Directors of the Board had served in office during the period
under review. Every Director commits to give sufficient time
and attention to the affairs of the Company. The Directors also
demonstrate their understanding and commit to high standards
of corporate governance. The Executive Director brings his
perspectives to the Board through his deep understanding of
the Group’s business. The Non-Executive Directors and the
Independent Non-Executive Directors contribute their own skills
and experience, understanding of local and global economies,
and knowledge of capital markets to the Group’s business.
The Company is responsible for arranging and funding suitable
continuous professional development programmes for all Directors

to hone and refresh their knowledge and skills.

Induction and training

Each newly appointed Director, executive or non-executive, is
required to undertake an induction program to ensure that he
has a proper understanding of his duties and responsibilities.
The induction program includes an overview of the Group's
business operation and governance policies, the Board meetings’
procedures, matters reserved to the Board, an introduction of
the Board committees, the Directors’ responsibilities and duties,
relevant regulatory requirements, review(s) of minutes of the
Board and Board committees in the past 12 months, and briefings

with senior officers of the Group and site visits (if necessary).
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Pursuant to the Code Provision A.6.5 of the Revised CG Code,
all Directors should participate in continuous professional
development to develop and refresh their knowledge and skills.
This is to ensure their contribution to the Board remains informed
and relevant. During the Year, all Directors had participated in
appropriate continuous professional development activities by
ways of attending training and/or reading materials relevant to the
Company's business or to the Directors’ duties and responsibilities.
In addition, all Directors have been updated on the latest
development regarding the Listing Rules and other applicable
regulatory requirement to ensure compliance and enhance their

awareness of good corporate governance practices.

Directors’ and officers’ liability insurance and indemnity

The Company has arranged appropriate liability insurance to
indemnify its Directors and officers in respect of legal actions
against the Directors. Throughout 2014, no claim had been made

against the Directors and the officers of the Company.

On 1 March 2015, the Company learned from the media that
Mr. Wang Ping, a Non-executive Director of the Company, has
been detained by the Beijing police for investigation on matters
not related to the Company or its business. The Company has no

information as to the details of the incident.

Chairman and Chief Executive Officer

Under code provision A.2.1 of the CG code, the roles of chairman
and chief executive officer should be separate and should not be
performed by the same individual.

Mr. Chen Zhi, who acts as the chairman and chief executive officer
of the Company, is responsible in pioneering the Company’s
distinctive business model and undertaking the main decision-
making role in the management of the Company’s overall
operations and overseeing the strategic development of the
Group. The Board will meet regularly to consider and review
the major and appropriate issues affecting the operations of
the Company. As such, the Board considers that the sufficient
measures have been taken and it will not impair the balance of

power and authority between the Board and the management.
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Independent Non-executive Directors

In compliance with Rule 3.10(1) of the Listing Rules, the Company
has appointed four independent non-executive Directors
representing more than one-third of the Board. The Company has
received from each of its independent non-executive Directors
the written confirmation of his independence pursuant to Rule
3.13 of the Listing Rules. The Board, based on such confirmation,

considers all independent non-executive Directors independent.

Appointment and Re-election of Directors

Each of the executive Directors and non-executive Directors has
entered into a service contract with the Company for a term
of three years, which may be terminated by not less than six
months’ notice in writing served by either party on the other. The
independent non-executive Directors have been appointed for a
term of three years and shall be terminable by either party giving
not less than two months prior notice in writing. The Directors
have power at any time and from time to time to appoint any
person to be a Director, either to fill a casual vacancy or as an
addition to the existing Directors. Any Director so appointed shall
hold office only until the next annual general meeting of our
Company and shall then be eligible for re-election at that meeting.
In accordance with the Articles of the Company, at every annual
general meeting of the Company, one-third of the Directors for
the time being or, if the number is not three or a multiple of
three, then the number nearest to, but not less than one-third,
shall retire from office by rotation provided that every Director
(including those appointed for a specific term) shall be subject to

retirement by rotation at least once every three years.
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Relationships and associations among the Directors

Ms. Chen Min is the sister of Mr. Chen Zhi, who is also the
chairman of the Company. Save as disclosed, there was no
relationship between members of the Board (including financial,

business, family or other material/relevant relationship(s)).

Company secretary

The company secretary of the Company (the “Company
Secretary”) is responsible for keeping detailed minutes of each
meeting of the Board or the Board committees including any
dissenting views expressed by the Directors, which should
be made available to all Directors for inspection. She is also
responsible for ensuring that the Board procedures comply with all
applicable laws, rules and regulations and advising the Board on
corporate governance matters. All agenda, relevant materials and
document are required to be sent out at least 3 days prior to the
intended dates of the Board meetings or meetings of the Board
committees. It is the responsibility of the Company Secretary to
send the draft minutes of the meetings of the Board or the Board
committees to all Directors for comments within a reasonable time
after the aforesaid meetings. Final versions of minutes of meetings
of the Board or the Board committees are also required to be sent
to all Directors for record. All Directors have access to the advice
and services of the Company Secretary to ensure that the Board

procedures and all applicable laws are followed.
Moreover, the Company Secretary is responsible for keeping all
Directors updated on the Listing Rules, regulatory requirements, as

well as internal codes of conduct of the Company.

During the Year, the Company Secretary had confirmed that she

had taken no less than 15 hours of relevant professional training.
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Model Code for Directors’ Securities Transactions

The Company has adopted the Model Code for Securities
Transactions by the Directors of the Company of Listed Issuers (the
“Model Code") as set forth in Appendix 10 of the Listing Rules as
its own code of conduct for dealing in securities by the Directors
of the Company. Specific enquiries have been made with all the
Directors of the Company and all of them confirmed and declared
that they have complied with the required standards as set out
in the Model Code during the period from the Listing Date to 31
December 2014.

BOARD COMMITTEES

Audit Committee

The audit committee of the Company (the “Audit Committee”)
has been established on 8 November, 2010 with written terms of
reference in compliance with the CG Code. In compliance with
the amendments to the Listing Rules which will become effective
on 1 April 2012, the Board adopted revised terms of reference for
the Audit Committee on 27 March 2012. The Audit Committee
comprises three members, all are independent non-executive
Directors, namely Mr. Wong Heung Ming, Henry (Chairman), Mr.
Zhou Chang Ren and Mr. Cai Jianquan.

The primary duties of the Audit Committee are:

- To make recommendations to the Board on (i) the
appointment, reappointment and removal of the external
auditors; (ii) the audit fee and terms of engagement of the
external auditors; and (iii) any questions of resignation or

dismissal of that auditor

- To review and monitor the external auditors’ independence
and objectivity and the effectiveness of the audit process in

accordance with applicable standards
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- To monitor the integrity of the financial statements of
the Company and the Company’s annual report and
accounts, interim report and quarterly financial highlights,
and reviewing significant financial reporting judgements

contained in those reports

- To review the adequacy and monitor the effectiveness of the
Company’s financial reporting system, internal control and

risk management systems.

The Audit Committee has reviewed with the management in
conjunction with the external auditor, the annual results and
annual report of the Group for the year ended 31 December,
2013, including the accounting policies and practice adopted by
the Group.

During the year ended 31 December 2014, the Audit Committee
had performed their primary duties to review and supervise the
financial reporting process and the internal control procedures of
the Company. The Audit Committee has also held meeting with
the Company's external auditors, Messrs. PricewaterhouseCoopers
("PwC") without the presence of executive Directors and
management, to discuss matters arising from the auditing
and report to the Board on material issues, if any, and make

recommendations to the Board.

The Audit Committee is provided with sufficient resources
to perform its duties. Latest terms of reference of the Audit
Committee can be viewed on the website of the Company and the

website of the Stock Exchange.
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Remuneration Committee

The remuneration committee of the Company (the “Remuneration
Committee”) has been established on 8 November, 2010 with
written terms of reference in compliance with the CG Code. In
compliance with the amendments to the Listing Rules which will
become effective on 1 April 2012, the Board adopted revised
terms of reference for the Remuneration Committee on 27 March
2012. The Remuneration Committee comprises three members,
namely Mr. Zhou Chang Ren (Chairman), Mr. Chen Zhi and Mr.
Wong Heung Ming, Henry, the majority of which are independent
non-executive Directors. The primary duties of the Remuneration
Committee are to evaluate and make recommendations to the
Board regarding the remuneration packages to the Directors and
senior management which will be determined by reference to the
performance of the individual and the Company as well as market

trends and practices.

The Remuneration Committee is provided with sufficient resources
to perform its duties. The current duties and responsibilities of the
Remuneration Committee are more specifically set out in its latest
terms of reference, details of which can be viewed on the website

of the Company and the website of the Stock Exchange.

The following is a summary of work performed by the

Remuneration Committee during the period under review:

(@) formulating and recommending the policy and structure of
the remuneration of the Directors and senior officers of the

Group to the Board;

(b) assessing individual performance of the Directors and senior

officers of the Group;

(c)  reviewing specific remuneration packages of the Directors
and senior officers of the Group with reference to the
Board’s corporate goals and objectives as well as individual

performances; and
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(d) reviewing and making recommendations to the Board on

compensation-related issues.

Nomination Committee

The nomination committee of the Company (the “Nomination
Committee”) has been established on 8 November, 2010 with
written terms of reference in compliance with the CG Code. In
compliance with the amendments to the Listing Rules which will
become effective on 1 April 2012, the Board adopted revised
terms of reference for the Nomination Committee on 27 March
2012. The Nomination Committee currently comprises three
members, namely Mr. Cai Jian Quan (Chairman), Mr. Chen Zhi
and Mr. Wong Heung Ming, Henry, the majority of which are
independent non-executive Directors. The primary duties of the
Nomination Committee are to make recommendations to the
Board on the appointment or re-appointment of Directors and
succession planning for Directors. The Nomination Committee
selects and recommends the candidates for directorship shall base
on the criterion including professional knowledge, competence,

experience, independence and integrity.

The Nomination Committee is provided with sufficient resources
to perform its duties. The current duties and responsibilities of the
Nomination Committee are more specifically set out in its latest
terms of reference, details of which can be viewed on the website

of the Company and the website of the Stock Exchange.

The Company has adopted the Board Diversity Policy in March
2014. The policy sets out the approach to achieve diversity on
the Board of the Company which include but not limited to
gender, age, cultural and educational background, professional
qualifications, skills, knowledge and regional experience. The
Nomination Committee will review annually the structure, size
and composition of the Board and where appropriate, make
recommendations on changes to the Board that are relevant to the

Company’s business growth.
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The following is a summary of the work performed by the

Nomination Committee during the period under review:

(@) reviewing and evaluating the composition of the Board
with reference to certain criteria. These criteria included
qualifications required under the Listing Rules or any other
relevant laws regarding characteristics and skills of the
Directors, professional ethics and integrity, appropriate
professional knowledge and industry experience, as well as
ability to devote sufficient time to the work of the Board and
its committees and to participate in all Board meetings and

shareholders’ meetings;

(b) reviewing and recommending the re-appointment of the
retiring Directors for reelection at the previous general

meeting; and

(c) assessing independence of the Independent Non-Executive

Directors.

During the year ended 31 December 2014. The Nomination
Committee had performed their primary duties to review and
make recommendations to the Board on the structure, size and
composition of the Board, including its diversity, based on a
range of perspectives with reference to the Company’s business
model and requirements, including but not limited to gender, age,
cultural and educational background, professional qualifications,
skills, knowledge and regional experience. The Nomination
Committee considered that the current composition of the Board
is balanced in terms of diversity and is able to meet the objectives
of the Board.
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CORPORATE GOVERNANCE REPORT
EXREAWE

ACCOUNTABILITY AND AUDIT

Directors’ and Auditors’ Responsibilities for the Financial
Statements

The Directors acknowledge their responsibility for preparing the
Company’s financial statements for the year ended 31 December,
2014 which reflect true and fair view of the financial position
of the Company and the Group and in compliance with relevant
law and disclosure provisions of the Listing Rules. The Board is
responsible for presenting a balanced, clear and comprehensible
assessment extends to annual and interim reports, other price-
sensitive announcements and other financial disclosures required

under the Listing Rules.

The Group appointed PwC as the Group’s external auditor. The
statement by PwC regarding their reporting responsibility to the
shareholders on the consolidated financial statements of the
Group is set out in the Independent Auditor’s Report on pages 87

to 89 of this annual report.

During the year ended 31 December 2014, the remuneration
paid or payable to PwC for audit services, audit related services
and non-audit services amounted to RMB3,600,000 (2013:
RMB2,872,000), RMB843,000 (2013: RMB957,000) and
RMB13,000 (2013: RMB10,000) respectively.

Internal Controls

The Board is responsible for maintaining sound and effective
internal controls to safeguard the shareholders’ investment and
the assets of the Group. During the year ended 31 December
2014, the Board has reviewed the effectiveness of the internal

control system of the Group through the Audit Committee.
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CORPORATE GOVERNANCE REPORT

Corporate governance functions

The Board is responsible for performing the following corporate

governance duties as required under the Revised CG Code:

(a)

to develop and review the Company’s policies and practices

on corporate governance;

to review and monitor the training and continuous
professional development of the Directors and senior officers

of the Group;

to review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements;
to develop, review and monitor the codes of conduct

applicable to employees and the Directors; and

to review the Company’s compliance with the CG Code
and the Revised CG Code and disclosure in this Corporate

Governance Report.

During the period under review, the Board considered the

following corporate governance matters:

(i)

(ii)

review of the compliance with the CG Code and the Revised
CG Code; and

review of the effectiveness of the internal controls and
risk management systems of the Group through the Audit

Committee.
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CORPORATE GOVERNANCE REPORT
EXRER/|E

INVESTORS AND SHAREHOLDERS RELATIONS

The Board recognises the importance of effective communications
with shareholders and continues to act in the best interests
of the Company and its shareholders. The Company keeps
shareholders and investors informed of its business performance
and strategies by adopting a transparent and timely disclosure
policy which complies with the Listing Rules and provides all
shareholders equal access to such information. The Company
also publishes all documents on the Company's website at

www.shifangholding.com.

The annual general meeting of the Company (the “AGM”) also
provides a forum for the Board to dialogue and interact with the
Shareholders directly. The Directors and the committee members

are available to answer questions during the AGM.

Notice of AGM, annual report, financial statements and related
papers were posted to shareholders of the Company for their
consideration at least 20 clear business days prior to the AGM.
AGM proceedings of the Company are continually reviewed in the

light of corporate governance best practices.
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CORPORATE GOVERNANCE REPORT

Shareholders’ rights

Set out below is a summary of certain rights of the shareholders
of the Company as required to be disclosed pursuant to the
mandatory disclosure requirements under Paragraph O of the
Revised CG Code which is effective from 1 April 2012.

(a) Convening of general meeting on requisition by

shareholders

General meetings shall also be convened on the written
requisition of any two or more members of the Company
deposited at the principal office of the Company in Hong
Kong or, in the event the Company ceases to have such a
principal office, the registered office specifying the objects
of the meeting and signed by the requisitionists, provided
that such requisitionists held as at the date of deposit of the
requisition not less than one-tenth of the paid up capital of
the Company which carries the right of voting at general
meetings of the Company. General meetings may also be
convened on the written requisition of any one member of
the Company which is a recognised clearing house (or its
nominee(s)) deposited at the principal office of the Company
in Hong Kong or, in the event the Company ceases to have
such a principal office, the registered office specifying the
objects of the meeting and signed by the requisitionist,
provided that such requisitionist held as at the date of
deposit of the requisition not less than one-tenth of the paid
up capital of the Company which carries the right of voting

at general meetings of the Company.
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CORPORATE GOVERNANCE REPORT
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(b)

Y l/‘-l‘-\\A:t
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If the Board does not within 21 days from the date
of deposit of the requisition proceed duly to convene
the meeting to be held within further 21 days, the
requisitionist(s) themselves or any of them representing more
than one-half of the total voting rights of all of them, may
convene the general meeting in the same manner, as nearly
as possible, as that in which meetings may be convened by
the Board provided that any meeting so convened shall not
be held after the expiration of three months from the date
of deposit of the requisition, and all reasonable expenses
incurred by the requisitionist(s) as a result of the failure of

the Board shall be reimbursed to them by the Company.

Procedures for putting forward proposals at a
Shareholders’ meeting

There are no provisions allowing Shareholders to move
new resolutions at the general meetings under the Cayman
Islands Companies Law (as amended from time to time)
or the articles of association of the Company. However,
Shareholders who wish to move a resolution may request
the Company to convene an extraordinary general meeting

following the procedures set out above.

Detailed procedures for shareholders to propose a person
for election as a Director are available on the Company’s

website.

Enquiries to the Board

Shareholders may put forward enquiries to the Board in
writing to the principal office of the Company in Hong Kong
or, in the event the Company ceases to have such a principal
office, the registered office specifying the objects of the

enquiries.

Constitutional documents

During the period under review, there had been no significant

change in the Company’s constitutional documents.
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INDEPENDENT AUDITOR’S REPORT

_E
pwc

TO THE SHAREHOLDERS OF SHIFANG HOLDING LIMITED

(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of ShiFang
Holding Limited (“the Company”) and its subsidiaries (together,
the “Group”) set out on pages 90 to 240, which comprise the
consolidated and company balance sheets as at 31 December
2014, 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 International Financial Reporting Standards
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.
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INDEPENDENT AUDITOR’S REPORT
B AR

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. We conducted our audit
in accordance with International Standards on Auditing. Those
standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free from

material misstatement.

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

presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient

and appropriate to provide a basis for our audit opinion.
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INDEPENDENT AUDITOR’S REPORT

OPINION

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Company and of the
Group as at 31 December 2014, and of the Group’s loss and cash
flows for the year then ended in accordance with International
Financial Reporting Standards and have been properly prepared
in accordance with the disclosure requirements of the Hong Kong

Companies Ordinance.

EMPHASIS OF MATTER

We draw attention to Note 2.1.1 to the consolidated financial
statements, which states that the Group incurred a net loss of
RMB307,104,000 and had a net cash outflow from operating
activities of RMB55,398,000 during the year ended 31 December
2014. These conditions, along with other matters as described in
Note 2.1.1 to the consolidated financial statements, indicate that
the existence of a material uncertainty that may cast significant
doubt about the Group’s ability to continue as a going concern.

Our opinion is not qualified in respect of this matter.

OTHER MATTERS

This report, including the opinion, has been prepared for and only
for you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for

the contents of this report.

PricewaterhouseCoopers

Certified Public Accountants

Hong Kong, 26 March 2015
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CONSOLIDATED BALANCE SHEET

As at 31 December 2014
R-_FE—pmFEF+-_A=+—H

2014 2013
—E-WEF —E—=F
Note RMB’‘000 RMB'000
B 7 ARET T AREFIT
ASSETS BE
Non-current assets kRBEE
Property, plant and equipment M- BWEREE 7 40,107 55,146
Intangible assets ﬁﬁ?’éﬁ? 8 18,150 21,466
Interests in associates N /NI ROk v 9,121 59,993
Prepayments, deposits and other Tﬁiﬁ* B EZek
receivables e 11 25,294 160,947
_____ 92,6728 297,552
Current assets RBEE
Inventories "E 13 6,560 6,789
Assets held for sale RIELEEE 12 78,191 27,492
Trade receivables — net B EWFIE - F5 10 45,493 47,324
Prepayments, deposits and other FENRE -2k
receivables b e W 5k IE 11 22,273 92,641
Amounts due from related parties B R E AT E 32(c) 24,364 19,867
Short-term bank deposits RHRITIFR 15 5,000 50,000
Cash and cash equivalents HekIREeEEIEHR 14 32,487 53,911
214,368 298,024
Total assets WEE 307,040 595,576
EQUITY s
Equity attributable to equity AARERFEABLESR
holders of the Company
Share capital [N 19 72,687 72,687
Share premium & 15 % (8 19 556,440 556,440
Other reserves Hib 20 68,671 107,614
Accumulated deficits REHE Al (486,591) (233,880)
211,207 502,861
Non-controlling interests SRR HE 21(b) (4,876) 9,804
Total equity A 206,331 512,665
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CONSOLIDATED BALANCE SHEET
EHEERRER

As at 31 December 2014
R-FE—pmFEF+=-—A=4+—H

2014 2013
—F-HmF —E-=F
Note RMB’000 RMB'000
B 5E AR®T T AREF T
LIABILITIES =R
Non-current liabilities kRBAE
Amount due to a related party FET —ZBEEANTRIB 32(c) 688 =
Deferred income tax liabilities REFMERAE 18 1,475 2,157
______ N 2157
Current liabilities REBEE
Trade payables ESENFE 17 5,889 6,653
Other payables and accrued expenses  H fth & (< 0 IE & JEH B 2 17 60,890 38,707
Current income tax liabilities BIEAFR S M B E 30,536 35,049
Amounts due to related parties JETRAE AT FUE 32(c) 1,231 345
_____ 98,546 80,754
Total liabilities wmas 100,709 82,911
Total equity and liabilities ExRaEaE 307,040 595,576
Net current assets RBEEFE 115,822 217,270
Total assets less current liabilities BWEERRBERE 208,494 514,822
Approved and authorised for issue by the Board of Directors on KREFERN _T—RAF=ZA -+ NBHETR

26 March 2015 and signed on behalf of the Board by:

BT YHTIEERRES

GHEE

Chen Zhi Yu Shi Quan
Director Director
EFE EFE

The notes on pages 97 to 240 are an integral part of these

financial statements.
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BALANCE SHEET

As at 31 December 2014
R-_FE—pmFEF+-_A=+—H

2014 2013
—E-NF —E—=F
Note RMB’‘000 RMB'000
B 2 AR T AREFIT
ASSETS BE
Non-current assets ERBEE
Investments in subsidiaries REBARIHRE 21 4,767 4,767
______ 4.767 476/
Current assets RBEE
Prepayments and other receivables TE S ROE I H M GRIE 11 314 176
Amounts due from subsidiaries S NGIE S 22 206,746 533,750
Cash and cash equivalents RAeMEEFEERR 14 1,660 1,611
___208720 535537
Total assets BEE 213,487 540,304
EQUITY D
Equity attributable to equity EAREREEARMLER
holders of the Company
Share capital fig A% 19 72,687 72,687
Share premium & 157 % (8 19 556,440 556,440
Equity-based compensation reserve AR AEME G 20 - 13,850
Accumulated deficits ZETEAL 20 (456,307) (220,462)
172,820 422,515
Total equity XA 172,820 422,515
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BALANCE SHEET
BEERER

As at 31 December 2014
R-FE—pmFEF+=-—A=4+—H

2014 2013
—2-mF —T =
Note RMB’000 RMB'000
B 2 ARET T AREEF T
LIABILITIES aE

Current liabilities RBafE
Other payables H b &R F0E 17 240 240
Amounts due to subsidiaries R EENGIE ] 22 40,427 117,549
_____ 40,6678 117,789
Total liabilities =R 40,667 117,789
Total equity and liabilities EEREEEE 213,487 540,304
Net current assets RBEEFE 168,053 417,748
Total assets less current liabilities BEERAHERE 172,820 422,515

Approved and authorised for issue by the Board of Directors on

26 March 2015 and signed on behalf of the Board by:

Chen Zhi
BR &

Director

EBEF

The notes on pages 97 to 240 are an integral part of these

financial statements.

REFGR_Z-—HF=RA-TRBEHALR
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Yu Shi Quan
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2014
BE—F—mFEF+ - A=+—HILFE

2014 2013
—EB-NEF —-Z2—=
Note RMB’000 RMB’000
s AR¥ T AR¥F T
Revenue WA 5 183,556 270,326
Cost of sales HE AR 24 (137,204) (194,279)
Gross profit EF 46,352 76,047
Selling and marketing expenses HE REHERAXT 24 (29,515) (32,287)
General and administrative expenses — R ATR A X 24 (84,590) (221,493)
Provision for impairment of long term REIRE  REZE®  TBIRIE
investments, long term deposits, IA R 42 Ko B At B W SR IB R E
prepayments, and deposits and other BE
receivables 11 (126,097) (358,741)
Other (losses)/gains — net Hib (FE), W —FE 23 (62,174) 33,664
Other income Eﬁﬂuﬁz)\ 23 3,278 3,694
Operating loss KEEE (252,746) (499,116)
Finance income A W 26 1,239 454
Finance costs & AR 26 (62) (1,839)
Finance income/(costs) — net REWES, (RAR) — %58 26 1,177 (1,385)
Share of losses of associates JE(H B & N A Es1E 9 (5,191) (169)
Provision for impairment of interest in A — B & X A] A AE 25 R B B
an associate (46,026) -
Loss before income tax BREF SR AIE B (302,786) (500,670)
Income tax expense FTisfiFE X 27 (4,318) (13,715)
Loss and total comprehensive ERNEEREEELAE
loss for the year (307,104) (514,385)
Loss and total comprehensive loss U TEEEGEERZEER
attributable to: PR
— Equity holders of the Company —ARREEFAEA (304,174) (516,834)
— Non-controlling interests — RIS (2,930) 2,449
(307,104) (514,385)
Loss per share for loss attributable to AR R|ERFE AEGBEN
equity holders of the Company Sl EE
— Basic (RMB per share) —HEEX(BRARE) 28 (0.3621) (0.6153)
— Diluted (RMB per share) —#E (BRARYE) 28 (0.3621) (0.6153)
Dividend g 29 = -
The notes on pages 97 to 240 are an integral part of these FITE240E MM I B SH B HRENEES

financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
SO ERSER

For the year ended 31 December 2014
BE-—F—WFF+-A=+—HILFE

Capital Equity-based Non-
Share Share  redemption Capital Revaluation compensation  Statutory Accumulated controlling Total
capital  premium reserve  reserves reserve reserve  reserves deficits Total interests equity
HRERER
Rx  RGEE RARERE KRR EMBE NEBEE  iERR  RHEM @i FEREE  RREE
Note RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
e ARMTR ARETn ARETR AREBTR ARMTr ARMTR ARMTR ARMTr ARETR ARMTR ARET:
Balance at 1 January 2014 RZE-ME-A-ANER 72,687 556,440 997 60454 919 13,850 31394 (233880) 502,861 9804 512,665
Comprehensive income 2ENE
Loss for the year EREE - - - - - - - (304174)  (304,174) (2,930)  (307,104)
Total comprehensive income 2ENEEE - - - - - - - (304174)  (304,174) (2930)  (307,104)
Transactions with owners HEEANRS
Appropriation to statutory reserves BREETRE - - - - - - 1,057 (1,057) - - -
Disposal of equity interests in subsiciaries i EHBAARAER 2, 36 - - - (31,677) (919) - (6,074) 38,670 - 170 -
Capital njection from non-controlling HBARDFRRRETE
shareholders of subsidiaries - - - - - - - - - 700 700
Changes in ownership interests in subsidiaries 735 & £l & KB A A
without change of control BEEERRD 35 - - - 12,52 - - - - 12,52 (12,520) -
Lapse of share options BREXN 34 - - - - - (13,850) - 13,850 - - -
Total transactions with owners HEEANRHLR o o O (19,157) (919) (13,850) (5,017) 51,463 12,520 (11,750) 170
Balance at 31 December 2014 R-F-BET-A=T-RRER 72,687 556,440 997 41297 - - 26377 (486591) 211,207 (4876) 206,331
(Accumulated
Capital Equity-based deficits)/ Non-
Share Share  redemption Capital ~ Revaluation compensation Statutory retained controlling Total
capital  premium Teserve reserves Teserve feserve feserves  eannings Total interests equity
IRERER (BHB4)/
x RGEE RTBEREE  AFRE  BRERE NEMEE  ieRE  REER g FiEhEE  BRiE
Note RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Mg ARETR ARETT ARETT ARETR ARETn ARETT ARETR ARETn ARETR ARETR ARETR
Balance at 1 January 2013 RIZ-ZE-A-BHER 72687 556,440 997 60,454 919 12,986 3457 278891 1,018,831 83174 1,062,005
Comprehensive income 2ENE
Loss for the year FRER S S S - - - - (16834 (516834) 2449 (514,385)
Total comprehensive income 2ENELE - - - - - - - (516834)  (516,834) 2449 (514,389)
Transactions with owners REEANRS - - - - - - - - - - -
Appropriation to statutory reserves ERZITHA - - - - - - 3,001 (3,021) - - -
Capital injection from non-controlling HBARFBRERIE
shareholders of subsidiaries - - - - - - - - - 1,960 1,960
Purchase of ownership interest in a subsidiary 7R3 RS2 HHEE
without change of control L= 35 - - - - - - - - - (2,381) (2,381)
Realised on disposal of interest in subsidiaries £ EHBAFBREEE 3% - - - - - - (7,084) 7,084 - . F.
Distribution of dividends to non-controlling 11— BAFRFELREE
shareholders of a subsidiary DS o S S S o o o o o (3539)  (35,39)
Equity-based compensation IR AR FH % - - - - - 864 - - 864 = 864
Total transactions with owners BEEANRHEE - - - - - 864 (4,063) 4,063 864 (35819)  (34955)
Balance at 31 December 2013 =E+ZF=1-RH
72,681 556,440 997 60,454 919 13,850 31,39 (233,830) 502,861 9,804 512,665

The notes on pages 97 to 240 are an integral part of these

financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2014
BE—F—mFEF+ - A=+—HILFE

2014 2013
—E-mF —=—=
Note RMB’'000 RMB'000
Bt &E AR¥ T ART T
Cash flows from operating activities K& EZBAEHESHE
Cash used in operations KEERMARS 30(a) (50,777) (62,370)
Interest received [=EE NS 26 1,239 454
Interest paid BT FLE 26 (62) (1,839)
Income tax paid EIFREH (5,798) (7,493)
Net cash used in operating activities KEEFFTAR 5% (55,398) (71,248)
Cash flows from investing activities REEZBFAESHESHE
Disposal of subsidiaries net of cash HEMBE R HKRRES 30(c) (3,925) (325)
Deposit paid for acquisition of a WE—IAMEENZS
property 11 (6,694) -
Proceeds from disposal of LER L EREMSRIEA
available-for-sale investment - 108,798
Proceeds from disposals of HE®RVEEMSNIE
intangible assets 14 -
Additions of intangible assets REEBFEE 8 (20) (66)
Prepayment for outdoor advertising PANEEIE B B TR RIE
projects 11 - (1,392)
Proceeds from disposal of property, HEME - WE RZESHIE
plant and equipment 30(b) 566 386
Additions of property, plant and RNEWE BEK&EE
equipment 7 (1,667) (5,279)
Return of deposits from marketing and REI& M EEHEE LS
promotion projects 11 - 150,000
Release/(placement) of term deposits fRBR ()M A=A
with initial term of over three months LA F#E ERfF 5K 15 45,000 (50,000)
Net cash generated from investing WEFRSFAEHRE TR
activities 33,274 202,122
Cash flows from financing activities BMEZHFIERERE
Repayment of borrowings BEEN = (44,539)
Capital contribution from IR R IEE
non-controlling interest shareholders 700 980
Repayment of advance from BE-—BHEATER
a related party = (51,441)
Distribution of dividends to non- M — B A R B IEIE R AR R
controlling shareholders of a subsidiary DK B - (35,398)
Net cash generated from/(used in) MEFBME, (R BREFHE
financing activities 700 (130,398)
Net (decrease)/increase in cashand BERBELZEIER (BYL)
cash equivalents B (21,424) 476
Cash and cash equivalents at beginning FHIMBR & NI EEEE
of the year 14 53,911 53,435
Cash and cash equivalents atend of £XRNBRERBESZEIER
the year 14 32,487 53,911

The notes on pages 97 to 240 are an integral part of these

financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

GENERAL INFORMATION

ShiFang Holding Limited (the “Company”) is an investment
holding company and its subsidiaries (together, the “Group”)
are principally engaged in the business of publishing and
advertising (the "Publishing and Advertising Businesses”) in
the People’s Republic of China (the “PRC").

The Company was incorporated in the Cayman lIslands
on 9 December 2009 as an exempted company with
limited liability under the Companies Law (2009 Revision
as amended, supplemented or otherwise modified) of the
Cayman Islands. The address of its registered office is PO
Box 309, Ugland House, Grand Cayman, KY1-1104, Cayman

Islands.

These consolidated financial statements are presented in
thousands of units of Renminbi (RMB’000), unless otherwise
stated. These consolidated financial statements have been
approved for issue by the Board of Directors on 26 March
2015.

SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES

2.1 Basis of preparation
The consolidated financial statements are prepared in
accordance with the applicable requirements of the
predecessor Companies Ordinance (Cap. 32) for this

financial year and the comparative period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRR M

2 SUMMARY OF SIGNIFICANT

98

ACCOUNTING POLICIES (continued)

2.1 Basis of preparation (continued)

The preparation of the Group's consolidated financial
statements in conformity with IFRS requires the use of
certain critical accounting estimates. It also requires
management to exercise its judgement in the process
of applying the Group’s accounting policies. The areas
involving a higher degree of judgement or complexity, or
areas where assumptions and estimates are significant
to the consolidated financial statements are disclosed in
Note 4.

The principal accounting policies applied in the
preparation of these consolidated financial statements
are set out below. These policies have been consistently
applied to all the years presented, unless otherwise

stated.

2.1.1 Going concern
During the year ended 31 December 2014, the
Group reported a net loss of RMB307,104,000
and had a net cash outflow from operating
activities of RMB55,398,000. 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.

SHIFANG HOLDING LIMITED ANNUAL REPORT 2014

2 FESTTHESE (&)

2.1 mEEE(HA)
RBAKENT A BERM %R

MAHMEREARTERAE TR
SR -EEEBMAERAAE
AR A BIE P R HIE -5
REaEHEXIEREMOEE X
BREGHTHREABEARR

CRGES VSRS

TXHEHIGER I FA HPERRE
FTERMEESABER -BKREAM
RES ZERRCRMBE2HRF

EEMER-
20 FEEE

REBEE-_ZT—-—WNF+=A
=+—BIEFE AEEEF
&5 18 7% 58 A £%307,104,000
TREETFEHRSTLFEA
R #55,398,0007T ° It k%
BETRTFBERTHAREZE

BERREE-



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2  SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.1 Going concern (continued)

The directors of the Company have assessed the

appropriateness of adopting the going concern

basis for the preparation of the consolidated

financial statements for the year ended 31

December 2014. In order to improve the Group's

financial position, the directors of the Company

have been implementing various measures as

follows:

(1

On 6 March 2015, the Group has obtained
a short-term bank borrowing facility of
RMB20,000,000 where the drawdown of
borrowings under this facility will require

approval from the bank (Note 38);

the Group is taking active measures to
control operating costs through various
means, including streamlining the
Group’s operational structure, adjusting
management remuneration and containing

administrative expenditures;

the Group is in on-going negotiations
with key exclusive cooperative newspaper

partners to reduce advertising costs;

the Group is maximising its efforts to
liguidate its assets held for sales with
a carrying amount of approximately
RMB78,000,000; and
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRR M

2 SUMMARY OF SIGNIFICANT

100

ACCOUNTING POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.1 Going concern (continued)

(5) the Group is considering to raise new
capital by carrying out fund raising activities
including but not limited to rights issue,
open offer, placing of new shares and

issuance of convertible notes.

The directors of the Company have reviewed the
Group’s cash flow projections, which cover a
period of not less than twelve months from 31
December 2014. The directors of the Company
are of the opinion that, taking into account the
above-mentioned measures, the Group will have
sufficient working capital to finance its operations
and to meet its financial obligations as and when
they fall due in the next twelve months from 31
December 2014. Accordingly, the consolidated
financial statements have been prepared on a

going concern basis.

Notwithstanding the above, significant
uncertainties exist as to whether the Group
is able to achieve its plans and measures as
described above. Whether the Group will be
able to continue as a going concern would
depend upon the Group's ability to generate
adequate financing and operating cash inflows by

successfully:

(i)  securing bank or other sources of financing;

(i) implementing the operational plans and

measures to control costs; and

(iii) generating and obtaining adequate cash

flows from other sources.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B B HRAR M

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
2.1 Basis of preparation (continued) 2.1 mEEXE (&)
1 HEEE (&)
MEAEBEBEFERLSE A
AEHERARE BAEEE

2 FESTTHESE (&)

2.1.1 Going concern (continued)
Should the Group be unable to operate as a

going concern, adjustments would have to

be made to reduce the carrying values of the
Group’s assets to their recoverable amounts, to

provide for financial liabilities which might arise

EMRREFHEEELNKREDS
BOMAERELNESRAEE
B IR B E B M E

and to reclassify non-current assets and non-

MEBABEDRENDEARD
BEMRHEE ZEHAEN
HEIWARNEG M BERRAR
%0

current liabilities as current assets and current
liabilities, respectively. The effects of these
adjustments have not been reflected in these

consolidated financial statements.

2.1.2 Changes in accounting policy and 212 B BERBBELD

disclosures
(a)  Amendments to standards and (a) RZZF—FELA
interpretation effective in 2014 R /-‘77// FTR#ZE

AEEESRR -
F—A—B®zERK
VEETEIR R AN LA T £

The Group has adopted the following
amendments to standards and interpretation

for the accounting periods beginning on or

after 1 January 2014 AlIE ] k2
Amendment to  Financial Instruments: AREHENENSH $BIA: 2]
IAS 32 Presentation on Asset and CHE AERER
Liability Offsetting i
Amendments to  Impairments of Assets — B et ERIE36% BERE-BE
IAS 36 Recoverable Amount VHES FEREEN
Disclosures for Non-financial RELE
Assets
Amendment to  Financial Instruments: BN E39%4 $EIR:#7
IAS 39 Recognition and B ite

Measurement

Amendments to Investment Entities BREEASENS0E. REEE

IFRS 10, IFRS ARYBREENE SR
12 and IAS AReEHENS
27 (2011) (ZZ-——5)8Ba%
IFRIC-Int 21 Levis GRGBALREZEE  HE
-2EENH

THERARAE —T—HFEF®R 101



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRR M

2 SUMMARY OF SIGNIFICANT

102

ACCOUNTING POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.2 Changes in accounting policy and
disclosures (continued)

(@) Amendments to standards and

interpretation effective in 2014 (continued)

Amendment to IAS 32 — Financial
Instruments: Presentation on Asset and
Liability Offsetting

These amendments are to the application
guidance in IAS 32, ‘Financial instruments:
Presentation’, and clarify some of the
requirements for offsetting financial assets

and financial liabilities on the balance sheet.

Amendments to IAS 36 — Impairments of
Assets — Recoverable Amount Disclosures

for Non-financial Assets

This amendment addresses the disclosure of
information about the recoverable amount
of impaired assets if that amount is based

on fair value less costs of disposal.

Amendment to IAS 39 - Financial

Instruments: Recognition and Measurement

This amendment provides relief from
discontinuing hedge accounting when
novation of a hedging instrument to a

central counterparty meets specified criteria.
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2  SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
2.1 Basis of preparation (continued)
2.1.2 Changes in accounting policy and
disclosures (continued)
(a) Amendments to standards and

interpretation effective in 2014 (continued)

Amendments to IFRS 10, IFRS 12 and IAS 27

(2011) — Investment Entities

These amendments mean that many funds
and similar entities will be exempt from
consolidating most of their subsidiaries.
Instead, they will measure them at fair value
through profit or loss. The amendments
give an exception to entities that meet an
‘investment entity’ definition and which
display particular characteristics. Changes
have also been made IFRS 12 to introduce
disclosures that an investment entity needs

to make.

[FRIC-Int 21 — Levies

This is an interpretation of IAS 37,
'Provisions, contingent liabilities and
contingent assets’. IAS 37 sets out criteria
for the recognition of a liability, one of
which is the requirement for the entity
to have a present obligation as a result
of a past event (known as an obligating
event). The interpretation clarifies that the
obligating event that gives rise to a liability
to pay a levy is the activity described in
the relevant legislation that triggers the

payment of the levy.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RO SRR MR

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.2 Changes in accounting policy and

disclosures (continued)

(b) Standards and amendments to standards

that are not yet effective and have not been

early adopted by the Group

Amendments to
IAS 16 and
IAS 38

Amendments to
IAS 16 and
IAS 41

Amendment to
IAS 19 (2011)

Annual
Improvement
Project

Annual
Improvement
Project

Annual
Improvement
Project

Amendment to
IAS 27

Clarification of Acceptable
Methods of Depreciation
and Amortisation

Agriculture: Bearer Plants

Defined Benefit Plans:

Employee Contributions

Annual Improvements 2010-
2012 Cycle

Annual Improvements 2011-
2013 Cycle

Annual Improvements 2012-
2014 Cycle

Equity Method in Separate

Financial Statements
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.1 Basis of preparation (continued)

2.1.2 Changes in accounting policy and

disclosures (continued)

(b)

Standards and amendments to standards
that are not yet effective and have not been
early adopted by the Group (continued)

Amendments to  Sales or Contribution of

IFRS 10 and Assets between an Investor
IAS 28 (2011) and its Associate or Joint
Venture

Amendment to  Accounting for Acquisitions
IFRS 11 of Interests in Joint
Operations
IFRS 9 (2014) Financial Instruments

IFRS 14 Regulatory Deferral Accounts
IFRS 15 Revenue from Contracts with
Customers

The Directors anticipate that the adoption
of these new standards and amendments
to standards will not result in a significant
impact on the results and financial position

of the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRR M

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.2 Consolidated Financial Statements

106

(a)

Subsidiaries
Consolidation
A subsidiary is an entity (including a structured
The

Group controls an entity when the Group is

entity) over which the Group has control.

exposed to, or has rights to, variable returns from
its involvement with the entity and has the ability
to affect those returns through its power over
the entity. Subsidiaries are consolidated from the
date on which control is transferred to the Group.
They are deconsolidated from the date that

control ceases.

Disposal of subsidiaries

When the Group ceases to have control, any
retained interest in the entity is re-measured
to its fair value at the date when control is
lost, with the change in carrying amount
recognised in profit or loss. The fair value is
the initial carrying amount for the purposes of
subsequently accounting for the retained interest
as an associate, joint venture or financial asset.
In addition, any amounts previously recognised
in other comprehensive income in respect of
that entity are accounted for as if the Group
had directly disposed of the related assets or
liabilities. This may mean that amounts previously
recognised in other comprehensive income are

reclassified to profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2  SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.2 Consolidated Financial Statements (continued)

(a)

Subsidiaries (continued)

Changes in ownership interests in subsidiaries
without change of control

Transactions with non-controlling interests that
do not result in a loss of control are accounted
for as equity transactions — that is, as transactions
with the owners of the subsidiary in their capacity
as owners. The difference between fair value of
any consideration paid and the relevant share
acquired of the carrying amount of net assets
of the subsidiary is recorded in equity. Gains or
losses on disposals to non-controlling interests are

also recorded in equity.

Separate financial statements

Investments in subsidiaries are accounted for at
cost less impairment. Cost also includes direct
attributable costs of investment. The results of
subsidiaries are accounted for by the company on

the basis of dividend received and receivable.

Impairment testing of the investments in
subsidiaries is required upon receiving dividends
from these investments if the dividend exceeds
the total comprehensive income of the subsidiary
in the period the dividend is declared or if
the carrying amount of the investment in the
separate financial statements exceeds the carrying
amount in the consolidated financial statements

of the investee's net assets including goodwill.

Inter-company transactions, balances and
unrealised gains on transactions between group
companies are eliminated. Unrealised losses are

also eliminated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRR M

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.2 Consolidated Financial Statements (continued)

108

(a)

(b)

Subsidiaries (continued)

Separate financial statements (continued)
Accounting policies of subsidiaries have been
changed where necessary to ensure consistency

with the policies adopted by the Group.

Special purpose entities

The consolidated financial statements include
the financial statements of the Company, its
subsidiaries, and special purpose entities (“SPEs"”)
where the Company is deemed the primary
beneficiary. Fuzhou ShiFangCe Culture Media
Co. Limited, one of the Company’s wholly-
owned subsidiaries, entered into contractual
agreements with Beijing HongXinTu and Beijing
BaiChuanDuKe (the “Structural Agreements”),
where Fuzhou ShiFangCe Culture Media
Co. Limited provides consulting services to
Beijing HongXinTu and Beijing BaiChuanDuKe
respectively, and is entitled to (1) receive a
substantial portion of the economic benefits from
Beijing HongXinTu and Beijing BaiChaunDuKe;
(2) exercise effective control over Beijing
HongXinTu and Beijing BaiChuanDuKe, and (3)
have an exclusive option to purchase all or part
of the equity interests in Beijing HongXinTu and
Beijing BaiChuanDuKe when and to the extent
permitted by the PRC laws. By virtue of the
contractual arrangements, Beijing HongXinTu
and Beijing BaiChuanDuKe are SPEs and deemed
as subsidiaries of the Company under the
requirements of IFRS 10 “Consolidated financial

statements”.

SHIFANG HOLDING LIMITED ANNUAL REPORT 2014

2 FESFBEBE (&)

22 aHtHBEHER (A)

(a)

(b)

MEQR (&)

BB HE ()
MERRNEFTERREELE
B2k DATER BELR 52 (B P IR 40
MEREEH K-

BHRENER
BHMBBRREEARF A
MERRRARBARRSER
EEANEKRENEROIE
BER-ARFR2EMBRAE
M+TRACERBER QA
By RBEE NI RAEE
BRIV &K ([2RE %
EADRE AR -V il 8 g
BHEARABRIEREEE K
tRBEEETRHAEARS
WHEEMDKRIMK B RIER
B NIt R B EE TR RGO &
AR (2)¥IE R EE KL
REEERERASEN: &
GERBIERAFNERT
BEBEILLREEMERE
BEEZ BN D BENBR
- RESOUER IR
HBEERIEREEETRE
HRENER BRBEREGE
HEERFE05 [ & G5
RIWKRE ERBEE R
RAEEERE /AR RE M
NI



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2  SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.2 Consolidated Financial Statements (continued)

(b)

Special purpose entities (continued)

When assessing whether to combine an SPE, the
Group evaluates a range of factors, including
whether (1) the activities of the SPE are being
conducted on behalf of the Group according
to its specific business needs so that the Group
obtains the benefits from the SPE’s operations, (2)
the Group has decision-making powers to obtain
the majority of the benefits, (3) the Group obtains
the majority of the benefits of the activities of
the SPE, and (4) the Group retains the majority of
the residual ownership risks related to the assets
in order to obtain the benefits from its activities.
The Group consolidates an SPE if an assessment
of the relevant factors indicates that it controls
the SPE.

Based on the contractual arrangements, the
Company consolidated Beijing HongXinTu and
Beijing BaiChuanDuKe's results, assets and
liabilities in financial statements of ShiFang

Holding Limited.

Transactions with non-controlling interest

The Group treats transactions with non-
controlling interest as transactions with equity
holders of the Company. For purchases from
non-controlling interest, the difference between
any consideration paid and the relevant share
acquired of the carrying value of net assets of the
subsidiary is recorded in equity. Gains or losses
on disposals to non-controlling interest are also

recorded in equity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRR M

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.2 Consolidated Financial Statements (continued)

110

(d)

Associates

Associates are all entities over which the Group
has significant influence but not control,
generally accompanying a shareholding of
between 20% and 50% of the voting rights.
Investments in associates are accounted for
using the equity method of accounting. Under
the equity method, the investment is initially
recognised at cost, and the carrying amount is
increased or decreased to recognise the investor’s
share of the profit or loss of the investee after
the date of acquisition. The Group's investment
in associates includes goodwill identified on

acquisition.

If the ownership interest in an associate is
reduced but significant influence is retained, only
a proportionate share of the amounts previously
recognised in other comprehensive income is

reclassified to profit or loss where appropriate.

The Group’s share of post-acquisition profit or
loss is recognised in the consolidated statement
of comprehensive income, and its share of post-
acquisition movements in other comprehensive
income is recognised in other comprehensive
income with a corresponding adjustment to the
carrying amount of the investment. When the
Group's share of losses in an associate equals
or exceeds its interest in the associate, including
any other unsecured receivables, the Group
does not recognise further losses, unless it has
incurred legal or constructive obligations or made

payments on behalf of the associate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2  SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.2 Consolidated Financial Statements (continued)

(d)

Associates (continued)

The Group determines at each reporting date
whether there is any objective evidence that the
If this

is the case, the Group calculates the amount

investment in the associate is impaired.

of impairment as the difference between the
recoverable amount of the associate and its
carrying value and recognises the amount
adjacent to ‘share of losses of associates’ in
the consolidated statement of comprehensive

income.

Profits and losses resulting from upstream and
downstream transactions between the Group
and its associate are recognised in the Group's
financial statements only to the extent of
unrelated investor’s interests in the associates.
Unrealised losses are eliminated unless the
transaction provides evidence of an impairment
of the asset transferred. Accounting policies of
associates have been changed where necessary to
ensure consistency with the policies adopted by

the Group.

Dilution gains and losses arising in investments
in associates are recognised in the consolidated

statement of comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwR M

2 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
2.3 Segment reporting

112

2.4

Operating segments are reported in a manner

consistent with the internal reporting provided to

the chief operating decision-maker (“CODM"). The

CODM, who is responsible for allocating resources and

assessing performance of the operating segments, has

been identified as the Board of Directors (the “Board”)

that makes strategic decisions.

Foreign currency translation

(a)

(b)

Functional and presentation currency

Items included in the financial statements of each
of the Group's entities are measured using the
currency of the primary economic environment
in which the entity operates (the “functional
currency”). The consolidated financial statements
are presented in Renminbi (“RMB”), which is
the Company's functional and the Group's

presentation currency.

Transactions and balances

Foreign currency transactions are translated
into the functional currency using the exchange
rates prevailing at the dates of the transactions
or valuation where items are re-measured.
Foreign exchange gains and losses resulting
from the settlement of such transactions and
from the translation at year-end exchange rates
of monetary assets and liabilities denominated
in foreign currencies are recognised in the
consolidated statements of comprehensive

income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2  SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.4 Foreign currency translation (continued)

(b)

Transactions and balances (continued)

Foreign exchange gains and losses that relate
to borrowings and cash and cash equivalents
are presented in the consolidated statements of
comprehensive income within ‘Finance income/
(costs) — net’. All other foreign exchange gains
and losses are presented in the consolidated
statements of comprehensive income within

‘Other (losses)/gains — net’.

Group companies

The results and financial positions of all the
group entities (none of which has the currency
of a hyper-inflationary economy) that have
a functional currency different from the
presentation currency are translated into the

presentation currency as follows:

(i)  assets and liabilities for each balance sheet
presented are translated at the closing rate

at the date of that balance sheet;

(i)  income and expenses for each statement
of comprehensive income are translated at
average exchange rates (unless this average
is not a reasonable approximation of the
cumulative effect of the rates prevailing on
the transaction dates, in which case income
and expenses are translated at the rate on

the dates of the transactions); and

(iiiy all resulting exchange differences are

recognised in other comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwR M

2 SUMMARY OF SIGNIFICANT

114

ACCOUNTING POLICIES (continued)

2.4 Foreign currency translation (continued)

(c) Group companies (continued)
On consolidation, exchange differences arising
from the translation of the net investment in
foreign operations, and of borrowings are taken
to shareholders’ equity. When a foreign operation
is partially disposed of or sold, exchange
differences that were recorded in equity are
recognised in the consolidated statements of
comprehensive income as part of the gain or loss

on sale.

2.5 Property, plant and equipment

Property, plant and equipment are stated at historical
cost less accumulated depreciation and accumulated
impairment losses. Historical cost includes expenditure
that is directly attributable to the acquisition of the

items.

Subsequent costs are included in the asset's carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will flow to
the Group and the cost of the item can be measured
reliably. The carrying amount of the replaced part
is derecognised. All other repairs and maintenance
are charged to the consolidated statement of
comprehensive income during the financial period in

which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRAR M

2  SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
2.5 Property, plant and equipment (continued)

2 FESTTHESE (&)

2.5 ME -BERHZE (&)

Depreciation on property, plant and equipment is
calculated using the straight-line method to allocate
their cost to their residual values over their estimated

useful lives, as follows:

Buildings 40 years
Leasehold 5 — 10 years or the remaining
improvements term of any non-renewable

lease, whichever is shorter
Machinery 5-10 years
Fixture, furniture 5 years
and equipment

Motor vehicles 5 - 10 years

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at the end of

each reporting period.

An asset's carrying amount is written down
immediately to its recoverable amount if the asset's
carrying amount is greater than its estimated

recoverable amount (Note 2.7).

Gains and losses on disposals are determined by
comparing the proceeds with the carrying amount
and are recognised within ‘General and administrative
expenses’ in the consolidated statement of

comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwR M

2 SUMMARY OF SIGNIFICANT

116

ACCOUNTING POLICIES (continued)
2.6 Intangible assets

Goodwill

Goodwill arises on the acquisition of subsidiaries,
associates and joint ventures and represents the excess
of the consideration transferred over the Group's
interest in net fair value of the net identifiable assets,
liabilities and contingent liabilities of the acquiree and
the fair value of the non-controlling interest in the

acquiree.

For the purpose of impairment testing, goodwill
acquired in a business combination is allocated to each
of the cash-generating units (“CGUs"), or groups of
CGUs, that is expected to benefit from the synergies of
the combination. Each unit or group of units to which
the goodwill is allocated represents the lowest level
within the entity at which the goodwill is monitored for
internal management purposes. Goodwill is monitored

at the operating segment level.

Goodwill impairment reviews are undertaken
annually or more frequently if events or changes
in circumstances indicate a potential impairment.
The carrying value of goodwill is compared to the
recoverable amount, which is the higher of value in
use and the fair value less costs to sell. Any impairment
is recognised immediately as an expense and is not

subsequently reversed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRAR M

2  SUMMARY OF SIGNIFICANT 2 FESHBERME ()

ACCOUNTING POLICIES (continued)

2.6 Intangible assets (continued) 26 BREE (&)

Trademarks and licences

Separately acquired trademarks and licences are shown
at historical cost. Trademarks and licences acquired in a
business combination are recognised at fair value at the
acquisition date. Trademarks and licences have a finite
useful life and are carried at cost less accumulated
amortisation. Amortisation is calculated using the
straight-line method to allocate the cost of trademarks
and licences over their estimated useful lives of seven

years.

Contractual customer relationships

Contractual customer relationships acquired in a
business combination are recognised at fair value at
the acquisition date. The contractual customer relations
have a finite useful life and are carried at cost less
accumulated amortisation. Amortisation is calculated
using the straight-line method to allocate over the
expected life of the customer relationship of three

years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRRMEE

2

118

SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued]

2.6 Intangible assets (continued)
Computer software and web site
Costs associated with maintaining computer software
program and web site are recognised as an expense
as incurred. Development costs that are directly
attributable to the design and testing of identifiable
and unique computer software and web site controlled
by the Group are recognised as intangible assets when

the following criteria are met:

o It is technically feasible to complete the computer
software and web site so that they will be

available for use;

o Management intends to complete the computer

software and web site, and use or sell them;

o There is an ability to use or sell the computer

software and web site;

o It can be demonstrated how the computer
software and web site will generate probable

future economic benefits;

. Adequate technical, financial and other resources
to complete the development and to use or sell
the computer software and web site are available;

and
o The expenditure attributable to the computer

software and web site during their development

can be reliably measured.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRAR M

2  SUMMARY OF SIGNIFICANT 2 FESHBERME (#)

ACCOUNTING POLICIES (continued)

2.6 Intangible assets (continued)

26 BREE (&)

Computer software and web site (continued)

Directly attributable costs that are capitalised as part
of the computer software and web site cost include
the development employee costs. Other development
expenditures that do not meet these criteria are
recognised as an expense as incurred. Development
costs previously recognised as an expense are not

recognised as an asset in a subsequent period.

Remaining computer software and web site costs
recognised as assets are amortised over their estimated
useful lives and the terms of validity granted by

corresponding authorities, which are three years.

Subsequent expenditure on capitalised intangible
assets is capitalised only when it increases the future
economic benefits embodied in the specific asset to
which it relates. All other expenditure is recognised as

an expense as incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRRMEE

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.7 Impairment of non-financial assets

120

2.8

Assets that are subject to amortisation are reviewed
for impairment whenever events or changes in
circumstances indicate that the carrying amount may
not be recoverable. An impairment loss is recognised
for the amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less costs
to sell and value in use. For the purposes of assessing
impairment, assets are grouped at the lowest levels
for which there are separately identifiable cash flows
(cash-generating units). Non-financial assets other than
goodwill that suffered an impairment are reviewed for
possible reversal of the impairment at each reporting
date.

Assets held for sale

Assets are classified as assets held for sale when their
carrying amount is to be recovered principally through
a sale transaction and a sale is considered highly
probable. They are stated at the lower of carrying
amount and fair value less costs to sell if their carrying
amount is to be recovered principally through a sale

transaction rather than through continuing use.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRAR M

2  SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
2.9 Financial assets 29 2REE
2.9.1 Classification 291 28

2 FESTTHESE (&)

The primary classification of the Group's financial
assets is loans and receivables. The classification
depends on the purpose for which the financial
assets were acquired. Management determines
the classification of its financial assets at initial

recognition.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. They are
included in current assets, except for the amounts
that are settled or expected to be settled more
than 12 months after the end of the reporting
period. These are classified as non-current assets.
The Group’s loans and receivables comprise
‘Trade and other receivables’, and ‘Cash and cash
equivalents’ in the consolidated balance sheet
(Notes 2.13 and 2.14).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRRMEE

2

122

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
2.9 Financial assets (continued)

2.9.2 Recognition and measurement

Regular way purchases and sales of financial
assets are recognised on the trade-date — the
date on which the Group commits to purchase or
sell the asset. Investments are initially recognised
at fair value plus transaction costs for all financial

assets not carried at fair value through profit or

loss.

Financial assets are derecognised when the rights
to receive cash flows from the investments have
expired or have been transferred and the Group
has transferred substantially all risks and rewards
of ownership. Available-for-sale financial assets
are subsequently carried at fair value. Loans and

receivables are subsequently carried at amortised

cost using the effective interest method.

2.10 Offsetting financial instruments

Financial assets and liabilities are offset and the net
amount reported in the balance sheet when there is
a legally enforceable right to offset the recognised
amounts and there is an intention to settle on a
net basis or realise the asset and settle the liability
simultaneously. The legally enforceable right must
not be contingent on future events and must be
enforceable in the normal course of business and in

the event of default, insolvency or bankruptcy of the

Company or the counterparty.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRAR M

2  SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.11 Impairment of financial assets

2 FESTTHESE (&)

21 EWMEERE

Assets carried at amortised cost

The Group assesses at the end of each reporting period
whether there is objective evidence that a financial
asset or group of financial assets is impaired. A
financial asset or a group of financial assets is impaired
and impairment losses are incurred only if there is
objective evidence of impairment as a result of one or
more events that occurred after the initial recognition
of the asset (a "loss event”) and that loss event (or
events) has an impact on the estimated future cash
flows of the financial asset or group of financial assets

that can be reliably estimated.

The criteria that the Group uses to determine that
there is objective evidence of an impairment loss

include:

o Significant financial difficulty of the obligor;

. A breach of contract, such as a default or

delinquency in interest or principal payments;

o The Group, for economic or legal reasons relating
to the borrower’s financial difficulty, granting to
the borrower a concession that the lender would

not otherwise consider;

o It becomes probable that the borrower will enter

bankruptcy or other financial reorganisation;

o The disappearance of an active market for that

financial asset because of financial difficulties; or
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRRMEE

2 SUMMARY OF SIGNIFICANT 2 FESFHEME (F)
ACCOUNTING POLICIES (continued)
2.11 Impairment of financial assets (continued) 21 eMEERE (&)
Assets carried at amortised cost (continued) KA R EE (E)
e Observable data indicating that there is a s FIrEemAEMASESME
measurable decrease in the estimated future cash ARREREBZFEEREY]

flows from a portfolio of financial assets since FHERBE A EERE (B

the initial recognition of those assets, although RENBAERNER S EE

the decrease cannot yet be identified with WNHER B BRIE) /A BRE
the individual financial assets in the portfolio, B 8E:

including:

(i) adverse changes in the payment status of ()  #HERERARETK
borrowers in the portfolio; and METNEEZ &

(i) national or local economic conditions that iy BHBEERNEEBHENR
correlate with defaults on the assets in the A B B R S [ A8
portfolio. AR ©

The Group first assesses whether objective evidence of AEBBANGEEFERENTE
impairment exists. B

The amount of the loss is measured as the difference EiEcHREERESERIZER
between the asset’s carrying amount and the present BEERERENEALHE MG ARRE
value of estimated future cash flows (excluding future eRERE (TEEHRREENK
credit losses that have not been incurred) discounted KEEBE) CHNESETE-BE
at the financial asset’s original effective interest rate. FREEEE TUER MEBESE
The carrying amount of the asset is reduced and the EREHEZEBERARR WE
amount of the loss is recognised in the consolidated FARFE A E G B - BIET EE AR
statement of comprehensive income. If a loan has a EEENMBREARESOETEN
variable interest rate, the discount rate for measuring ERERFR EEREIEL  &AE
any impairment loss is the current effective interest ErREARBEmEETNIAR
rate determined under the contract. As a practical nEEAEEFERE-

expedient, the Group may measure impairment on the
basis of an instrument’s fair value using an observable

market price.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRAR M

2  SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.11 Impairment of financial assets (continued)

2 FESTTHESE (&)

21N EBMEERE (&)

Assets carried at amortised cost (continued)

If, in a subsequent period, the amount of the
impairment loss decreases and the decrease can be
related objectively to an event occurring after the
impairment was recognised (such as an improvement
in the debtor’s credit rating), the reversal of the
previously recognised impairment loss is recognised in

the consolidated statement of comprehensive income.

2.12 Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the weighted
average method. The cost of finished goods comprises
newsprint paper and printing consumables. Net
realisable value is the estimated selling price in the
ordinary course of business, less applicable variable

selling expenses.

2.13 Trade and other receivables

Trade receivables are amounts due from customers for
services performed in the ordinary course of business. If
collection of trade and other receivables is expected in
one year or less (or in the normal operating cycle of the
business if longer), they are classified as current assets.

If not, they are presented as non-current assets.

Trade and other receivables are recognised initially at
fair value and subsequently measured at amortised cost
using the effective interest method, less provision for

impairment.

BB A5 R ) B (48
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwR M

2

126

SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
2.14 Cash and cash equivalents

In the consolidated statement of cash flows, cash and
cash equivalents include cash in hand and deposits
held at call with banks with original maturities of three

months or less.

2.15 Share capital
Ordinary shares are classified as equity. Incremental
costs directly attributable to the issue of new shares or
options are shown in equity as a deduction, net of tax,

from the proceeds.

2.16 Trade payables
Trade payables are obligations to pay for goods or
services that have been acquired in the ordinary course
of business from suppliers. Trade payables are classified
as current liabilities if payment is due within one year
or less (or in the normal operating cycle of the business
if longer). If not, they are presented as non-current

liabilities.

Trade payable are recognised initially at fair value and
subsequently measured at amortised cost using the

effective interest method.

2.17 Current and deferred income tax
The tax expense for the period comprises current and
deferred tax. Tax is recognised in the consolidated
statement of comprehensive income, except to the
extent that it relates to items recognised in other
comprehensive income or directly in equity. In this
case, the tax is also recognised in other comprehensive

income or directly in equity, respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2  SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.17 Current and deferred income tax (continued)

(a)

(b)

Current income tax

The current income tax charge is calculated on
the basis of the tax laws enacted or substantially
enacted at the balance sheet date in the
countries where the Company, its subsidiaries and
associates operate and generate taxable income.
Management periodically evaluates positions
taken in tax returns with respect to situations
in which applicable tax regulation is subject to
interpretation. It establishes provisions where
appropriate on the basis of amounts expected to

be paid to the tax authorities.

Deferred income tax

Inside basis differences

Deferred income tax is recognised, using the
liability method, on temporary differences arising
between the tax bases of assets and liabilities
and their carrying amounts in the consolidated
financial statements. However, deferred tax
liabilities are not recognised if they arise from
the initial recognition of goodwill. The deferred
income tax is not accounted for if it arises from
initial recognition of an asset or liability in a
transaction other than a business combination
that at the time of the transaction affects neither
accounting nor taxable profit or loss. Deferred
income tax is determined using tax rates (and
laws) that have been enacted or substantively
enacted by the balance sheet date and are
expected to apply when the related deferred
income tax asset is realised or the deferred

income tax liability is settled.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwR M

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued]

2.17 Current and deferred income tax (continued)

128

(b)

Deferred income tax (continued)
Inside basis differences (continued)
Deferred income tax assets are recognised only
to the extent that it is probable that future
taxable profit will be available against which the

temporary differences can be utilised.

Outside basis differences

Deferred income tax liabilities is provided on
temporary differences arising on investments
in subsidiaries and associates, except for
deferred income tax liability where the timing
of the reversal of the temporary difference is
controlled by the Group and it is probable that
the temporary difference will not reverse in the

foreseeable future.

Offsetting

Deferred income tax assets and liabilities are
offset when there is a legally enforceable right
to offset current tax assets against current tax
liabilities and when the deferred income taxes
assets and liabilities relate to income taxes levied
by the same taxation authority on either the
taxable entity or different taxable entities where
there is an intention to settle the balances on a

net basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2  SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
2.18 Employee benefits

(a)

Pension obligations

Full time employees of the PRC entities
participate in a government mandated
multiemployer defined contribution plan pursuant
to which certain pension benefits, medical care,
unemployment insurance, employee housing
fund and other welfare benefits are provided to
employees. Chinese labor regulations require the
Company to accrue for these benefits based on
certain percentages of the employees’ salaries.
Management believes full time employees who
have passed the probation period are entitled to

such benefits.

The Group has no further payment obligations
once the contributions have been paid. The
contributions are recognised as employee benefit
expense when they are due and are reduced
by contributions forfeited by those employees
who leave the scheme prior to vesting fully in
the contributions. Prepaid contributions are
recognised as an asset to the extent that a cash
refund or a reduction in the future payments is

available.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwR M

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued]

2.18 Employee benefits (continued)

130

(b)

(d)

Employee leaves entitlement

Employee entitlements to annual leave are
recognised when they accrue to employees. A
provision is made for the estimated liability for
annual leave and long service payment as a result
of services rendered by employees up to the
reporting date. Employee entitlements to sick
leave and maternity leave are not recognised until

the time of leave.

Bonus plans

The Group recognises a liability and an expense
for bonuses, based on performance and takes
into consideration the profit attributable to
the Company’s shareholders after certain
adjustments. The Group recognises a provision
where contractually obliged or where there is
a past practice that has created a constructive

obligation.

Equity-based compensation

The Group operates employee share option
scheme, under which the entity receives services
from eligible participants as consideration
for options to acquire ordinary shares of the

Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2  SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)
2.18 Employee benefits (continued)

(d)

Equity-based compensation (continued)

The fair value of the employee services received
in exchange for the grant of the options is
recognised as an expense. The total amount to be
expensed is determined by reference to the fair

value of the options granted:

° including any market performance
conditions (for example, an entity's share

price);

o excluding the impact of any service and
non-market performance vesting conditions
(for example, profitability, sales growth
targets and remaining an employee of the

entity over a specified time period); and

° including the impact of any non-vesting
conditions (for example, the requirement for

employees to save).

At the end of each reporting period, the Group
revises its estimates of the number of options
that are expected to vest based on the non-
marketing performance and service conditions. It
recognises the impact of the revision to original
estimates, if any, in the consolidated statements
of comprehensive income, with a corresponding

adjustment to equity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwR M

2 SUMMARY OF SIGNIFICANT

132

ACCOUNTING POLICIES (continued)
2.18 Employee benefits (continued)

(d) Equity-based compensation (continued)
The cash subscribed for the shares issued when
the options are exercised is credited to share
capital (nominal value), net of any directly
attributable transaction costs. When the options
are exercised, the Company issues new shares.
The proceeds received net of any directly
attributable transaction costs are credited to

share capital (nominal value).

2.19 Provisions

Provisions are recognised when: the Group has a
present legal or constructive obligation as a result of
past events; it is probable that an outflow of resources
will be required to settle the obligation; and the
amount has been reliably estimated. Provisions are not

recognised for future operating losses.

Where there are a number of similar obligations,
the likelihood that an outflow will be required in
settlement is determined by considering the class of
obligations as a whole. A provision is recognised even
if the likelihood of an outflow with respect to any one
item included in the same class of obligations may be

small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current
market assessments of the time value of money and
the risks specific to the obligation. The increase in
the provision due to passage of time is recognised as

interest expense.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRAR M

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)
2.20 Revenue recognition 220 K AHER

2 FESTTHESE (&)

Revenue comprises the fair value of the consideration
received or receivable for the sale of services in the
ordinary course of the Group's activities. Revenue is
shown net of value-added tax, returns, rebates and

discounts and after eliminating sales within the Group.

The Group recognises revenue when the amount of
revenue can be reliably measured; when it is probable
that future economic benefits will flow to the entity
and when specific criteria have been met for each
of the Group's activities as described below. The
Group bases its estimates on historical results, taking
into consideration the type of customer, the type of

transaction and the specifics of each arrangement.

(a) Publishing and advertising
The Group's role in the provision of services on
publishing and advertising is that of a principal.
When deciding the most appropriate basis for
presenting revenue or costs of revenue, both
the legal form and substance of the agreement
between the Group and its business partners are
reviewed to determine each party’s respective role

in the transaction.

Hence, revenue from publishing and advertising
services is recognised on a gross basis when
services are rendered for the creation, production
and placement of advertising materials through

all media.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwR M

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.20 Revenue recognition (continued)

134

(b)

Barter transaction

When services are exchanged or swapped for
services which are of a similar nature and value,
the exchange is not regarded as a revenue

generating transaction.

When services are rendered in exchange for
dissimilar services, the exchange is regarded as
a revenue generating transaction. The revenue
is measured at the fair value of the services
received, adjusted by the amount of any cash
or cash equivalents transferred. When the fair
value of the services received cannot be measured
reliably, the revenue is measured at the fair value
of the services provided in a barter transaction,
by reference to non-barter transaction involving
similar services, adjusted by the amount of any

cash or cash equivalents transferred.

Online services

Revenue from online services is recognised when
the services, including electronic publications,
online advertisements and website maintenance
and technical services, are rendered. Revenue
from online services provided over fixed periods
is recognised on straight-line basis over the

respective period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2  SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.20 Revenue recognition (continued)
(d) Marketing, distribution management,
consulting and printing services
Revenue from marketing, distribution
management and printing services is recognised

as the services are delivered to the customers.

2.21 Government grants
Grants from the government are recognised at fair
value where there is a reasonable assurance that the
grant will be received and the Group will comply with

all attached conditions.

Government grants receivable are recognised as
income over the periods necessary to match them
with the related costs which they are intended to
compensate, on a systematic basis. Government grants
relating to expenses are shown separately as other

income.

2.22 leases
Leases in which a significant portion of the risks and
rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under
operating leases (net of any incentives received from
the lessor) are charged to the consolidated statement
of comprehensive income on a straight-line basis over

the period of the lease.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwR M

2 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (con’rinued)
2.23 Dividend distribution

136

Dividend distribution to the Company’s shareholders
is recognised as a liability in the Group’s and the
Company’s financial statements in the period in
which the dividends are approved by the Company’s

shareholders or directors, where appropriate.

FINANCIAL RISK MANAGEMENT

3.1

Financial risk factors

The Group's activities expose it to a variety of financial
risks: market risk (including currency risk, fair value
interest rate risk, cash flow interest rate risk and
price risk), credit risk and liquidity risk. The Group's
overall risk management programme focuses on the
unpredictability of financial markets and seeks to
minimise potential adverse effects on the Group's
financial performance. The Group has not used any
derivative financial instruments to hedge its risk

exposures.

(a) Market risk
(i) Foreign exchange risk
The Group operates principally in the PRC.
Majority of recognised assets and liabilities
are denominated in RMB and majority
of transactions are settled in RMB. The
Group does not hold or issue any derivative
financial instruments to manage its
exposure to foreign currency risk. The Group
had only insignificant foreign exchange risk
exposure to US dollar and HK dollar as at 31
December 2014 and as such, no sensitivity

analysis has been presented.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRAR M

3 FINANCIAL RISK MANAGEMENT

(continued)

3.1 Financial risk factors (continued)
(a) Market risk (continued)

(1)

(iif)

Price risk

The Group does not hold equity securities
and is not exposed to equity securities
price risk. The Group is also not exposed to

commodity price risk.

Cash flow and fair value interest rate risk

The sensitivity analysis below has been
determined based on the exposure to
interest rate risk on its variable rate bank
deposits at the balance sheet date and
prepared assuming the amount of bank
deposits outstanding at each balance sheet

date was outstanding for the whole year.

At 31 December 2014, if interest rates
had been 100 basis points higher/lower
with all other variables held constant,
the Group's pre-tax loss for the year
ended 31 December 2014, would have
been RMB50,000 lower/higher (2013:
RMB500,000 lower/higher the Group's pre-
tax loss), mainly as a result of higher/lower

interest income on the short-term deposits.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwR M

3

138

FINANCIAL RISK MANAGEMENT

(continued)

3.1 Financial risk factors (continued)

(b)

Credit risk

Credit risk is managed on group basis. Credit
risk primarily arises from trade receivables,
prepayments, deposits and other receivables,
amounts due from related parties, short-term

bank deposits and cash and cash equivalents.

The trade receivables mainly represent the
advertising fee due from advertising customers.
The Group generally grants to its advertising
customers a credit period ranging from one
month to one year after delivery of the relevant
advertising services. The length of the credit
period the Group grants to its customers varies by
industry and is driven by credit periods granted
by its competitors. The Group grants customers
from industries such as real estate, automotive
and telecommunications as well as those
with national brand names and its long-term
customers with large orders longer credit periods.
For short-term customers with small orders, out-
of-province customers that do not have well-
known brand names, classified advertising
customers and secondary advertising agents,
the Group usually requests that the contractual

amount be paid in full prior to delivery of service.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 FINANCIAL RISK MANAGEMENT

(continued)

3.1 Financial risk factors (continued)

(b)

Credit risk (continued)

The Group has a credit policy with established
procedures in place, which it reviews from time
to time. The Group’s credit management team
assigns internal credit ratings to customers after
evaluation of their creditworthiness through
assessment of their particulars including business
licenses, certifications and credit rating reports
and considering factors such as operating status,
business condition, profitability, indebtedness
and assets. These internal credit ratings are used
to determine the credit-related clauses in the
sales contracts signed with customers. The Group
also prepares regular credit reports to update
its understanding of the customer’s operating
conditions and business information for better
risk management in relation to bad debts. In the
event the credit rating of a particular customer
drops after the Group’s review, it may adopt
measures such as settlement of its fee through
barter transactions, requesting the customer
to provide or procure a guarantor to provide
security or reducing the customer’s advertisement

publication volume.
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FINANCIAL RISK MANAGEMENT

(continued)

3.1 Financial risk factors (continued)

(b)

Credit risk (continued)

The Group makes allowance for doubtful
accounts based on assessments of the
recoverability of the trade receivable, including
the current creditworthiness and the past
collection history of each debtor. During the
year ended 31 December 2014, the Group has
assessed the recoverability of its trade receivables
and made impairment provision for certain trade
receivables where the recoverability has become
less than probable. Details of allowance for
doubtful trade receivables are set out in Note 10.
Determining the allowance involves significant
management judgements and estimates about
and, by definition, would seldom equal to actual
results. Any difference between management'’s
estimates of the recoverability of trade receivables
and the amounts that the Group eventually

recovers will impact the Group's profit or loss.

Receivables that were past due but not impaired
relate to a number of independent customers
with satisfactory repayment history and no recent
history of default. Based on past experience,
management believes that no impairment
allowance is necessary in respect of these
balances as there has not been a significant
change in credit quality and the balances are still

considered fully recoverable.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 FINANCIAL RISK MANAGEMENT

(continued)

3.1 Financial risk factors (continued)

(b)

Credit risk (continued)

The Group's bank balances and short-term bank
deposits are placed with a number of major
banks in the PRC. Counterparties’ credit risks
are carefully reviewed and in general, the Group
only deals with financial institutions with low
credit risk. The amount of counterparties’ lending
exposure to the Group is also an important

consideration as a means to control credit risk.

The deposits and other receivables mainly
represent the cash paid to (i) metropolitan
newspaper publishers for obtaining their exclusive
advertising rights to sell advertising spaces in
respective newspapers, and (ii) commercial
customers for the rights as the sole marketing
and promotion services providers for certain real
estate development projects owned by these
customers for terms that ranged within 3 years or
throughout the selling period of the real estate

development projects.

Management regularly reviews the utilisation
and realisability of these balances and follows up
on the disputes or amounts overdue. The Group
actively monitors the credit qualities and business
development of its debtors by taking into account
of their financial positions, relationships with
the Group, credit history and other factors. The
Group also assesses on a case-by-case basis
at each reporting date whether there is any
objective evidence exists for impairment of these

balances.
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FINANCIAL RISK MANAGEMENT

(continued)

3.1 Financial risk factors (continued)

(b)

Credit risk (continued)

When objective evidence of impairment exists,
the amount of impairment loss is measured as
the short-fall of the expected cash receipts from
counterparties or the value in use measured
by discounted cash flow method as compared
to the carrying value of the deposits and
other receivables. As at 31 December 2014,
management has performed detailed assessment
and made a provision for impairment on deposits
and other receivables balances. Please refer to

Note 11(ix) for details.

Liquidity risk

The Group’s policy is to regularly monitor
current and expected liquidity requirements for
maintaining sufficient cash and the availability
of funding through an adequate amount of
committed credit facilities to meet its liquidity

requirements in the short and longer term.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3 FINANCIAL RISK MANAGEMENT

(continued)

3.1 Financial risk factors (continued)

(c)

RO R MIEE

3 FHERERE (&)

3.1 MEERREE (&)

Liquidity risk (continued) () RBE=ERE (&)
The table below analyses the Group's financial TRIBREBEHEEBEZESHT
liabilities into relevant maturity groupings based HEIERSEE BAEEKN
on the remaining period at the balance sheet cRBEE S REETIEBA
date to the contractual maturity date. The RS -RPBRENSER
amounts disclosed in the table are the contractual BRIARBE RN - AREEIR
undiscounted cash flows. Balances due over 12 BB A - R121E A 1% 5
months equal their carrying balances, as the RAEMESENEREA -
impact of discounting is not significant.
Group rEH
Less than Over
1 year 1 year Total
—EHR —FHE Bt
RMB'000 RMB’000 RMB'000
AREFT AREFTT AR®ETTT
At 31 December 2014 R-B-Of
t=A=t+-H
Trade and other payables 25 REMEM IR 24,872 - 24,892
Amounts due to directors EREERIE 1,231 - 1,231
26,103 - 26,103
At 31 December 2013 R=B-Z=%
+=A=+-A
Trade and other payables B REMEMTIE 21,081 - 21,081
Amounts due to directors R EEHIE 345 - 345
21,426 - 21,426
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3 FINANCIAL RISK MANAGEMENT 3 HMEEREBRERE (&)
(continued)
3.1 Financial risk factors (continued) 3.1 BiEERER (&)
(c) Liquidity risk (continued) c) RBESRAR (&)
Company b N
Less than Over
1 year 1 year Total

—E LR —FRE et
RMB'000 RMB’000 RMB'000

ARBTT ARETT ARBTT

At 31 December 2014 R-ZE-AF
+=B=+-H
Other payables H A0 KA 240 - 240
Amounts due to subsidiaries  FEFTHT B A A FIA 40,427 - 40,427
40,667 - 40,667
At 31 December 2013 RZE-=
+=ZBA=+-H
Other payables HAO R KIA 240 - 240
Amounts due to subsidiaries  FE{ I B2 7 FE 117,549 - 117,549
117,789 117,789
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BB HRAR M

3 FINANCIAL RISK MANAGEMENT 3 BXERERE (&)
(continued)
32 BXREKBRER

3.2 Capital risk management

The Group’s objectives when managing capital are to
safeguard the Group’s ability to continue as a going
concern in order to provide returns for shareholders
and benefits for other stakeholders and to maintain an

optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure,
the Group may adjust the amount of dividends paid to
shareholders, issue new shares or sell assets to reduce
debt.

The Group monitors capital on the basis of the gearing
ratio. This ratio is calculated as total borrowings
divided by total assets, as shown in the consolidated

balance sheet.

During the year, the group’s strategy, which was
unchanged from 2013, was to maintain the gearing
ratio below 40%. Gearing ratio as at 31 December
2014 and 31 December 2013 are zero. No borrowings

were drawn by the Group during the year.
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3

146

FINANCIAL RISK MANAGEMENT

(continued)

3.3 Financial instruments by category — Group and

3 HHERERE (&)

3.3 RERESNEMIA-F&E
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Company RAAD T
(a) Group rEHE
Loans and
receivables Total
BERR
FE W R 1E st
RMB’000 RMB’000
ARET T AR®T T
31 December 2014 —E-mE+=A=+—8H
Assets as per balance sheet EEBBERMINEE
Trade receivables and deposits and  Z 5 REUGKIEN RiE® R E M
other receivables JE W R IE 59,506 59,506
Amount due from related parties  FEULREE A 708 20,444 20,444
Amount due from a significant JERARREZRENIA
shareholder of the Company 3,920 3,920
Short-term bank deposits EHIRITIF 5,000 5,000
Cash and cash equivalents RekBEeZEEE 32,487 32,487
Total wEt 121,357 121,357
Other
financial
liabilities
at amortised
cost Total
HAth
EA- ISR
R 8 R A st
RMB’000 RMB’000
ARET AR®ET
Liabilities as per balance sheet ZEEE&EBXRFFIINERE
Trade and other payables B 5 Kk E b FRIR 24,872 24,872
Amounts due to directors R EEHIE 1,231 1,231
Total wEt 26,103 26,103




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRAR M

3 FINANCIAL RISK MANAGEMENT

(continued)

3.3 Financial instruments by category — Group and

Company (continued)
(a) Group (continued)

3 FHERERE (&)

3.3 REREINEMIA-FKE
RADTF (&)
rEE (#®)

Loans and
receivables Total
BXRR
FE W 7K 1B #et
RMB'000 RMB’000
AR T T AREFIT
31 December 2013 —E-=F+=-H=+—H
Assets as per balance sheet BEEBEBERMIINEE
Trade receivables and deposits and & 5 & I FUIE LA K38 &
other receivables H b e Y3 IE 164,505 164,505
Amount due from related parties & UK B3E A + 18 4,873 4,873
Amount due from a significant FEMAR R A X ZERRERIA
shareholder of the Company 14,994 14,994
Short-term bank deposits T HIER 1T IE X 50,000 50,000
Cash and cash equivalents HeMReSEER 53,911 53,911
Total #E 288,283 288,283
Other
financial
liabilities
at amortised
cost Total
Hith
SRmAasE
28§ IR #et
RMB'000 RMB'000
ARBT T AREFIT
31 December 2013 —E-=H4+=ZHA=+—H
Liabilities as per balance sheet EEBEBEERMINEBE
Trade and other payables B 5 Kk E b FRIR 21,081 21,081
Amounts due to directors FEREENIA 345 345
Total #E 21,426 21,426
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SO SRR MIEE

3 FINANCIAL RISK MANAGEMENT

(continued)

3 HHERERE (&)

3.3 Financial instruments by category — Group and 3.3 REFESNEMIA-—XEE

Company (continued)

(b) Company

RAAT (F)
(b) #=27

Loans and receivables

ERRERRE
2014 2013
—F-HmF —E-=F
RMB’000 RMB'000

ARBTR ARET T

Assets as per balance sheet EEBEBERMINEE
Amounts due from subsidiaries JE Y BT B8~ R R IE 206,746 533,750
Cash and cash equivalents BehBEeSEER 1,660 1,611
Total #Et 208,406 535,361
Financial liabilities at
amortised cost
ERMEME RBHEAX
2014 2013
—F-DmF —F—=
RMB’000 RMB'000
AR®T T ARBTT
Liabilities as per balance sheet ZE&BXRFIINEE
Other payables H b B 5 5K IE 240 240
Amounts due to subsidiaries FE T B /B R R R IE 40,427 117,549
Total 5 40,667 117,789
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FINANCIAL RISK MANAGEMENT

(continued)

3.4 Fair value estimation
The carrying amounts of the following financial assets
and financial liabilities approximate their fair values
as all of them are short-term in nature: cash and cash
equivalents, trade and other receivables, amounts
due from related parties, trade and other payables,

borrowings and amounts due to related parties.

As at 31 December 2014 and 31 December 2013,
there are certain deposits and other receivables and
interests in associates measured at value in use using
discounted cash flow method which is approximate to
their fair values. See Note 9 for disclosures relevant to
interest in associates and Note 11(ix) for disclosures

relevant to deposits and other receivables.

CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be

reasonable under the circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
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 addressed below.
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4 CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS (continued)

150

(a)

Recoverability of prepayments and deposits

The Group has made prepayments and deposits in
respect of exclusive agreements with newspaper
publishers and exclusive marketing and promotion
projects. Impairment loss arises where events or
changes in circumstances indicate that the expected
future economic benefits to be generated from these
arrangements are lower than the carrying amounts of

these prepayments and deposits.

Management assesses the valuation of prepayments
and deposits based on financial projections reviewed
and approved by the board of directors of the
Company. The projections make assumptions about
the economic benefit obtained in connection with
the prepayments and deposits made to the respective
newspaper publishers and property developers.
Difference between the actual and original estimates
will impact the carrying value of prepayments and
deposits. Details of the provisions for impairment of

prepayments and deposits are disclosed in Note 11(ix).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4  CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS (continued)

(b)

Allowance for doubtful accounts

The Group makes allowance for doubtful accounts
based on assessments of the recoverability of the
trade and other receivables, including the current
creditworthiness and the past collection history of each
debtor. Impairments arise where events or changes in
circumstances indicate that the balances may not be
collectible. The identification of bad and doubtful debts
requires the use of judgement and estimates. Where
the actual result is different from the original estimate,
such a difference will impact the carrying value of the
trade and other receivables and bad and doubtful debt
expenses in the year in which such estimate has been
changed. If the financial conditions of the debtors
were to deteriorate, resulting in an impairment of their
ability to make payments, additional allowances may
be required. Details of allowance for doubtful accounts

are described in Note 10.

Impairment of assets

The Group follows the guidance of IAS 36 “Impairment
of Assets” to determine when assets are impaired,
which requires significant judgement. In making this
judgement, the Group evaluates, among other factors,
the duration and extent to which the recoverable
amount of assets is less than their carrying balance,
including factors such as the industry performance
and changes in operational and financing cash flows.
For the purpose of assessing impairment, assets
are grouped at the lowest level for which there
are separately identifiable cash flows (a CGU). The
recoverable amount of the CGU has been determined
based on value-in-use calculations. These calculations
require the use of estimates, including operating
results, income and expenses of the business, future
economic conditions on growth rates and future

returns.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwR M

4 CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS (continued)

152

(c)

(d)

Impairment of assets (continued)

Changes in the key assumptions on which the
recoverable amount of the assets is based could
significantly affect the Group's financial position and

results of operations.

Impairment of interests in associates

The Group assesses whether interests in associates
have suffered any impairment whenever events or
changes in circumstances indicate that the carrying
amount of the interests in associates may not be
recoverable. The recoverable amounts of interests in
associates have been determined based on value-in-
use calculation or market valuations. These calculations
require the use of judgement and estimates, in
particular of future revenue or cash flows.

Changing the key assumptions, including discount
rates or growth rates assumptions could significantly

affect the recoverable amounts.

Revenue recognition for barter transactions

When services are rendered in exchange for dissimilar
goods or services, such as when the Group receives
the rights to sell or receive the proceeds of a sale
of real estate properties in exchange for advertising
services the Group provided to certain of the real estate
industry customers, the exchange is regarded as a

revenue generating transaction.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4  CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS (continued)

(e)

(f)

Revenue recognition for barter transactions
(continued)

The revenue from such barter transactions is measured
at the fair value of the related real estate properties
received, adjusted by the amount of any cash or cash
equivalents transferred. When the fair value of the
rights to the real estate properties received cannot be
measured reliably, the revenue is measured at the fair
value of the goods or services provided in the barter
transactions, by reference to non-barter transaction
involving similar goods or services, adjusted by the

amount of any cash or cash equivalents transferred.

Income taxes

The Group is principally subject to income taxes in the
PRC. Significant judgement is required in determining
the provision for income taxes. There are many
transactions and calculations for which the ultimate tax
determination is uncertain during the ordinary course
of business. Where the final tax outcome of these
matters is different from the amounts that were initially
recorded, such differences will impact the current
income tax provision and deferred income tax assets
and liabilities in the period in which such determination

is made.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwR M

4 CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS (continued)

154

(9)

Contingent liabilities from on-going litigations

The Group follows the guidance of IAS 37 “Provisions,
Contingent Liabilities and Contingent Assets” to
determine when should contingent liabilities be
recognised, which requires significant judgement. A
contingent liability will be disclosed when a possible
obligation has arisen, but its existence has to be
confirmed by future events outside the Group’s control,
or when it is not possible to calculate the amount.
Realisation of any contingent liabilities not currently
recognised or disclosed could have a material impact

on the Group’s financial position.

The Group reviews significant outstanding litigations
in order to assess the need for provisions. Among the
factors considered, are the nature of the litigation,
legal processes and potential level of damages, the
opinions and views of the legal counsel, and the
management’s intentions to respond to the litigations.
To the extent the estimates and judgements do not
reflect the actual outcome, this could materially affect
the results for the year and the financial position. As
at 31 December 2014, the Group has several on-going
litigations. The details of these litigations and the
Group’s assessment of the effect to the consolidated

financial statements are disclosed in Note 37.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REVENUE

Revenue from external customers are derived from the
provision of newspaper advertising services to advertisers in
the PRC, online services, including electronic dissemination
of publication and provision of online system development
services to newspaper publishers, and the provision of
marketing, distribution management, consulting and printing
services, television and radio advertising, and outdoor
advertising services and activities. The total sales amount of
the Group's five largest customers is RMB26,712,000 for the
year ended 31 December 2014 (2013: RMB69,858,000). An

analysis of the Group’s revenue for the year is as follows:

RO R MIEE

PN
REIBELHBRARRAFEESEP
REREEERS  BERE (B1F LR
MH)EF D8 RA WA R SR A
ZEAERY)  URRRHEEHE DHEE
B BAkORRE ERREARES:
ARFPINEERBE RES - HE T —Y
FT+ZA=+—RHILFE AEERAE
FPRGHERE R/ ARKM26,712,0007T
—T—=%F: AR%69,858,0007T) ° AN

SEFRNRADHTMT :
2014 2013
—F-—NmF —F ==
RMB’000 RMB’000

AR®T R ARETT

Newspaper advertising WMEESE 134,469 181,260
Online services MR 338 6,311
Marketing, distribution management, S -DHEERE FBAK
consulting and printing services, and EN Rl AR 75 LA K.
outdoor advertising services and activities FPONEE R KRGS 46,867 77,709
Television and radio advertising ERNEAES 1,882 5,046
183,556 270,326
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SEGMENT INFORMATION

The Executive Directors have been identified as the CODM.
Management has determined the operating segments based
on the information reviewed by the CODM for the purposes

of allocating resources and assessing performance.

The Executive Directors assess the performance of the
Group's publishing and advertising businesses from both
geographic and product perspectives. From a product
perspective, management takes into consideration of the
economic benefits of publishing and advertising businesses
as a whole when executing a centralised assessment of
the performance as the CODM considers they are mutually
dependent and inseparable. Geographically, management
considers the Group's publishing and advertising businesses
activities are included in a single reportable segment in
accordance with IFRS 8 “Operating segments”. As such, no

segment information is presented.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRAR M

7 PROPERTY, PLANT AND EQUIPMENT - 7 YME - BEERREBE-FTKE
GROUP
Fixture,
Land and Leasehold furniture and Motor
buildings  improvement Machinery equipment vehicles Total
%E.
THRER HENEEE BE  BARRE RE @z

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR  AREBTR  ARETRL  ARETR  ARETR  ARETR

At 1 January 2013 R-Z-=%¥-HF-AH

Cost KR 3,776 11,886 49,275 13,134 23,044 101,115
Accumulated depreciation 2itHE (214) (3,448) (24,136) (7,397) (5,875) (41,070)
Net carrying amount REFHE 3,562 8,438 25,139 5,737 17,169 60,045

Year ended 31 December 2013 B2-Z-=%1Z48

St-HLEE

Opening net carrying amount FOEAFE 3,562 8,438 25,139 5,737 17,169 60,045
Additions RE - 2,359 8 819 2,093 5,279
Disposals (Note 30(b)) & (M330(0)) - - = (149) (267) (416)
Depreciation (Note 24) & (Hista) (69) (1,287) (4,543) (1,518) (2,345) (9,762)
Closing net carrying amount FRREFE 3,493 9,510 20,604 4,889 16,650 55,146
At 31 December 2013 R-Z-=Zf+-A=t-H

Cost KA 3,776 14,245 49,283 11,791 24,109 103,204
Accumulated depreciation RiHE (283) (4,735) (28,679) (6,902) (7,459) (48,058)
Net carrying amount RETE 3,493 9,510 20,604 4,889 16,650 55,146

Year ended 31 December 2014  HE-E-NE+=A

=t-HLEFE

Opening net carrying amount FOREFE 3,493 9,510 20,604 4,889 16,650 55,146
Additions RE = 102 2 785 778 1,667
Disposals (Note 30(b)) HE (F15E30(b)) (1,753) (22) = (1,123) (3,638) (6,536)
Depreciation (Note 24) & (Fikd) (69) (1,393) (4,610) (1,688) (2,410) (10,170)
Closing net carrying amount FXREFE 1,671 8,197 15,996 2,863 11,380 40,107
At 31 December 2014 BWZB-WmE+-A=+-A

Cost KA 1,801 13,216 49,287 8,794 18,162 91,260
Accumulated depreciation RiFE (130) (5,019) (33,291) (5,931) (6,782) (51,153)
Net carrying amount REFE 1,671 8,197 15,996 2,863 11,380 40,107
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7 PROPERTY, PLANT AND EQUIPMENT - 7 YME- -BERZRE-XEE
GROUP (continued) (&)
Depreciation of the Group's property, plant and equipment REBNME BELREBNESK T
has been charged to the consolidated statement of FAREHEERERNR:
comprehensive income as follows:
2014 2013
—2-mF —T=%F
RMB’000 RMB’000
ARET ARBTT
Cost of sales $HE AR 2,986 3,549
General and administrative expenses — B ERITHREX 7,184 6,213
Total wmEt 10,170 9,762
The Group's land and buildings at their carrying amounts are AEEN T EREFRERES|OM
analysed as follows: T
2014 2013
—F-DmF —F—=
RMB’'000 RMB'000
AR® T ARBT T
Held outside Hong Kong on: REB AN T
BUTHREE
Lease term of less than 50 years FHHEIS0F AT 1,671 1,916
Lease term of more than 50 years FAHAS0FE A - 1,577
Total wEt 1,671 3,493

As at 31 December 2014, no land and buildings were

pledged as collateral for the Group’s bank borrowing

facilities (Notes 16).
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8 INTANGIBLE ASSETS — GROUP 8 EFEE-FTKE
Non- Other
Computer compete Customer intangible
Software agreement  Goodwill relationships ~ Trademark ~ Web site assets Total

Rt
BRaH THEHS HE  EFRA L By EVEE @it
RMB'000  RMB'000  RMB'000  RMB'000  RMB000  RMB'000  RMB'O00  RMB'000
ARBIT ARETR ARETR ARBTR ARETR ARETR ARETRL ARETR

At 1 January 2013 WZB-Z§-f-A

Cost A& 3,626 11,500 12,573 16,100 9,400 9,378 1,000 63,577
Accumulated amortisation RiEH (2,052) (6,390) = (10,550) (2,035) (3,885) (708) (25,620)
Net carrying amount REFE 1574 5,110 12,573 5,550 7,365 5,493 292 37,957

Year ended 31 December  HZE-E-=F+=A§

2013 =T-HILEE
Opening net carrying amount  FIEREF 8 1,574 5,110 12,573 5,550 7,365 5,493 292 37,957
Additions RE 66 = = = = = = 66
Amortisation (Note 24) B (M34) (778) (3,833) = (5,370) (1,221) (5,063) (292) (16,557)
Closing net carrying amount ~ FREREF & 862 1277 12,573 180 6,144 430 = 21,466
At 31 December 2013 R-E-=f+Z§8
=+-H

Cost A 3,663 11,500 12,573 16,100 9,400 9,378 1,000 63,643
Accumulated amortisation R EH (2,801) (10,223) = (15,920) (3,256) (8,948) (1,000) (42,177)
Net carrying amount EHEE 862 1,277 12,573 180 6,144 430 - 21,466

Year ended 31 December  HZEZ-ZE-NE+=A

2014 ZT-HLEEE
Opening net carrying amount ~ EHIEREF & 862 1,277 12,573 180 6,144 430 - 21,466
Additions NE 20 - - - - - - 20
Disposals e (108) - - = = - - (108)
Amortisation (Note 24) 2 (Mid) (142) (1,277) - (180) (1,220) (409) - (3,228)
Closing net carrying amount ~ FRKEFH 632 - 12,573 - 4,924 2 - 18,150
At 31 December 2014 RZZ-ME+=A
=t+-H

Cost KA 3,222 11,500 12,573 14,500 9,400 8,476 1,000 60,671
Accumulated amortisation REtEH (2,590) (11,500) = (14,500) (4,476) (8,455) (1,000) (42,521)
Net carrying amount REEE 632 - 12,573 - 4,924 2 = 18,150
The amortisation of intangible assets has been charged to BIEEEHECORAH2EWERN [ —
“General and administrative expenses” in the consolidated MR AT RS ) Bk e

statement of comprehensive income.
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160

INTANGIBLE ASSETS — GROUP (continued)

Due to the acquisition of business from Fuzhou H-Brand
Estate Marketing and Planning Company Limited (“Fuzhou
H-Brand”) on 10 July 2011, the Group recognised intangible
assets of RMB36,570,000, deferred tax liabilities of
RMB9,143,000 and goodwill of RMB12,573,000, with total
purchase consideration of RMB40,000,000 fully settled in
cash during year ended 31 December 2011.

For the purpose of impairment testing, goodwill has been
allocated to a cash generating unit, Fujian Haobang Real
Estate Consulting & Agency Co. Ltd. (“Fujian Haobang”),
a subsidiary of the Group. During the year ended 31
December 2014, management of the Group determined
that the goodwill is not impaired. The basis of determining
the recoverable amount of Fujian Haobang and the major

underlying assumptions are summarised below:

The recoverable amount has been determined based on
a value in use calculation. That calculation uses cash flow
projections based on financial budgets approved by the
Directors covering a 5-year period, and at a pre-tax discount
rate of 15%. The cash flows beyond the 5-year period
are extrapolated using a constant growth rate of 5%.
This growth rate is based on the relevant industry growth
forecasts in the PRC.
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RO R MIEE

INTERESTS IN ASSOCIATES 9 REEEQNTHES
2014 2013
—F-mF —T—=
RMB’000 RMB'000
AR¥ T AR¥T T
At 1 January Rn—HA—H 59,993 60,162
Retained interest in a former subsidiary RN — BRI B A R AR
e 345 -
Share of post-acquisition losses FEAE W12 518 (5,191) (169)
Provision for impairment of interest in an A A A B8 R B
associate (Note 24) BB (H7E24) (46,026) =
At 31 December R+=—A=+—8H 9,121 59,993

As at 31 December 2014, the carrying amount of the
Group’s interests in associates of RMB9,121,000 represented
its 34% equity interest in Skybroad International Limited
("Skybroad”) and its 30% interest in Beijing HanDing
Advertisement Co., Limited (“Beijing HanDing").

The Group's interest in Skybroad includes a quasi-equity
loan of RMB680,000 to Skybroad, which is unsecured and
interest-free. Beijing HanDing, formerly a wholly-owned
subsidiary of the Group, is recognised as an associate of the
Group after the disposal of 70% equity interest in Beijing
Handing during the year.

Skybroad and Beijing HanDing are private companies and
there are no quoted market prices available for their shares.
There are no contingent liabilities relating to the Group's

interests in associates.

R-Z-—mWE+-_A=+—H &
SERBEATNEENED &
/\EM9,121,0007E?Eﬁﬁ’q\5kybroad
International Limited ([Skybroad |)#9
4% A EERENIERNEREERR
AR (THERESR ) B30% K5 -

N E&EERSkybroadH) # 2 8 #F ©
Skybroad#) K 1R [ S B MR AN M E B K
AR¥680,000T - AEBEAZ2EKH B A
A RERIRAEEFALEH LRI
RERNTONR A EREEARNIEER

BB A )

Skybroad Xt FUE S AR A QR ME
& 10 I 4% AT (2 B TH A5 RME - WG S
AEERBERANERNNEEE -
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9

162

INTERESTS IN ASSOCIATES (continued)

Interests in associates are reviewed for impairment whenever
events or changes in circumstances indicate there may be
diminution in the associates’ value. In view of the decline in
revenue due to competition from incumbent competitors and
new entrants in the voice over internet protocol software
industry, management has assessed the recoverable amount
of the interest in Skybroad with the assistance of American
Appraisal China Limited, an independent valuer, using the
discounted cash flow method. Impairment provision totaling
RMB46,026,000 was recognised as at 31 December 2014.

The impairment assessment includes assumptions of net
cash receipts generated from the Cloud Call software.
The projection is based on significant unobservable inputs
which were reviewed and approved by the Directors and are

summarised as follows:

Unobservable inputs

THBEHABE THBEGARBNEE

9

Range of unobservable input

REELATNER (&)

BEAESEHLBRNEREZETHE AR
ATREHIRE - AN R E g g B R R
BaElRE SR RERERBZFHEFH
BREREBVBEFENALHBEE RS
BHTE SBRATH® EEEBEEE
B EMEREBRAR  FIMAMR
R & mE AR Skybroad# 25 #y 7] Y [B] &
B-R-_T—NWE+_A=+—H K&
B R R E R E S £ A K ¥46,026,000

JC °

MEFGHEBREREFRGAEENERS
WHFRR - FRRANEEZER LI ENE
AP EBRE AR RER $dwT:

Relationship of unobservable
input to value in use

FTUBERABBEERAEENEE

Future revenue growth
per annum
AR IR A S = & FIERE3.0%E10.0%

Discount rate 22.0%

BEIR %
In determining the revenue growth rates and discount rates,

management has made references to the future and long-

term forecasts quoted by industry research reports.
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RO R MIEE

INTERESTS IN ASSOCIATES (continued) 9 REELQTRINER (&)
If the revenue growth rate adopted in the valuation had il {7 1B BR 409 89 W A 38 & = T B%5% - A
decreased by 5%, the recoverable amount would be reduced —MSZ O] < 58 #% s 4 49 A R #1,300,000
by approximately RMB1,300,000 and further impairment WEELHE - REBEARE
loss of RMB1,300,000 would be required. If the discount 1,300,00077101%9!55/%1%%/”’?%2 BIAE
rate used in the discounted cash flow calculation had been FRHBLEE R H22% LA ZE23% + A ] Y [El
increased from 22% to 23%, the recoverable amount would SRR K AR 300,000t - I EIE
be decreased by RMB300,000 and further impairment loss of ¥ — 2R E ET B A K 300,000 ©
RMB300,000 would be required.
Set out below are details of the associates of the Group as TXHIAEER - ZE—MOFR_FT—=
at 31 December 2014 and 2013. They have share capitals FTA=1T—HBHNBERRIFE -%F
consisting solely of ordinary shares, which are held directly BENRINRANERTRRAN BAE
by the Group; the country of their principal place of BEERE MAXZELEMEMAEER
businesses is the PRC. AR
% of ownership
Country of Nature of the Measurement interest held as
Name of entity incorporation relationship method at 31 December
R+=—A=+—H
EREE B ) AR BEME FERHE FRBREEEERBEDL
2014 2013
—2—QNF —-T =F
Skybroad British Virgin Note 1 Equity 34.0 34.0
Islands
Skybroad EERLHES Bt a1 s
Beijing HanDing The PRC Note 2 Equity 30.0 100.0
ERES H Bt 52 R

Note 1. Skybroad provides voice over internet protocol (VolP) based
communication software known as Cloud Call that operates
on mobile and personal computer platforms. Skybroad is a
strategic partnership for the Group, providing access to the

mobile advertising market.

Note 2 Beijing HanDing provides one stop advertising agency services.
Beijing HanDing was a wholly-owned subsidiary of the Group
before the Group’s disposal of its 70% equity interest in

Beijing Handing on 24 December 2014.

;54

SkybroadiR tE E R EHMBES ZANE
AT ERER %Zfé?ﬁﬂiﬁiﬂﬁé‘
B B A BT &1 - Skybroad &
REBRBBEN RERBELETRYE
Emi5e

Hiitr -

Mz e ERRE - UABRERERE -

“E-NE+ZAZ+THBEAEEHE

PRI RE R A70% M AR b 7%
RAREENEZEWNB QR
THFERERAR T —WFEFH 163
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SO SRR MIEE

@ INTERESTS IN ASSOCIATES (continued) 9

Summarised financial information for an associate

Set out below are the summarised financial information for

Skybroad which, in the opinion of the Directors, is material

to the Group.

REE AT RER ()
—EBREAANMBENRE
TXHIESRAUARETMEBEA

A Skybroad I5 & R E o

Summarised balance sheet EEEBERUE
Skybroad
2014 2013
—F-mF —T-=F
RMB’000 RMB'000
ARET ANREFIT
Current RE
Cash and cash equivalents RekBHeSEEE 138 686
Other current assets (excluding cash) EMRHEE (TRIEERS) 20,379 19,563
Total current assets BRBEE 20,517 20,249
Current liabilities mEAE (13,379) (7,247)
Total current liabilities BREaE (13,379) (7,247)
Non-current ERE
Property, plant and equipment W BB kFEE 240 348
Total non-current assets BIERBNE E 240 348
Net assets BEFE 7,378 13,350
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RO R MIEE

INTERESTS IN ASSOCIATES (continued) 9 REELQTRINER (&)
Summarised statement of comprehensive income ETEHWREREE
Skybroad

2014 2013
—F-mF —E=F
RMB’000 RMB'000
ARBT R AR¥T T
Revenue A 19,197 20,021
Depreciation and amortisation e R o (112) (48)
Interest expense FERZ (55) (1)
Income tax expense FriE T X (2,197) (2,921)
Post-tax (loss)/profit BBiE (FE), %A (5,972) 8,728
Total comprehensive (loss)/income 2m (FR) WS (5,972) 8,728

The information above reflects the amounts presented
in the financial statements of the associate (and not the
Company's share of those amounts) adjusted for differences

in accounting policies between the Group and the associate.

Reconciliation of summarised financial information
Set out below is the reconciliation of the summarised
financial information presented to the carrying amount of

the Group's interest in Skybroad.

LHERRREEZE QBT HEHRR 2D
SR (MIERARFEENSHE) EHRA
SEERE QR G BRNERELH

#o
MBEERBEHIR

NTHRAMEIN T EER R EEAEE
7 Skybroad# %5 BR T & FE A ¥ R o
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SO SRR MIEE

@ INTERESTS IN ASSOCIATES (continued)

 REBEQATNER (&)

Summarised financial information MEERSE
Skybroad
2014 2013
—F-mF —E=F
RMB’000 RMB'000
ARET T AREFIT
Opening net assets 1 January —A—BEVNEEFE 13,350 4,622
(Loss)/profit for the period Hn (E8E), & F (5,972) 8,728
Closing net assets FREEFE 7,378 13,350
Interest in an associate (34%) R E R R ER(34%) 2,508 4,539
Intangible assets — net mEEE—FR 6,292 10,128
Goodwill EES - 45,326
Carrying value SRTEE 8,800 59,993
10 TRADE RECEIVABLES - NET — GROUP 10 EZRERWFEB-FE-—XKE
2014 2013
—E—MF —E—=F
RMB’000 RMB'000
AR¥ET T AREFIT
Trade receivables B 5 EWERIE 83,904 226,364
Less: provision for impairment of R B 5 EWGRIE R E R

trade receivables (38,411) (179,040)
Trade receivables — net B EWFE - 55 45,493 47,324
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

10 TRADE RECEIVABLES — NET — GROUP

(continued)

The payment terms with customers are mainly cash on
delivery and on credit. The credit periods range from 30
days to 365 days after the end of the month in which the
relevant sales occurred. Aging analysis of the Group’s trade

RO R MIEE

10 ESRKRRE-FE-—LEE
(&)
BEFEFEFTERERNRRAGEAS AT
EEHHRELERHBEES ABRETN
F30HE3ISATEZ - AKEHNE HEIK
FERBREZEAHNERES>THET

receivables based on invoice date was as follows:

2014 2013
—F-MmF — e
RMB’000 RMB'000
AR T AREF T
1 - 30 days 1%30H 8,739 17,543
31 - 60 days 31£60H 7,609 8,170
61 — 90 days 61£90H 4,263 5555
91- 365 days 91%2365H 40,159 30,471
Over 1 year —F M E 23,134 164,645
83,904 226,364

Less: provision for impairment on B 5 R EIE R E R
trade receivables (38.411) (179,040)
Trade receivables — net B EWFE - 55 45,493 47,324

The carrying amounts of the Group’s trade receivables are
denominated in RMB.

As at 31 December 2014, trade receivables of
RMB6,380,000 (2013: RMB7,926,000) were past due but
not impaired. These receivables relate to a number of
independent customers for whom there is no recent history
of default and the repayment periods are consistent with
the Group's practice. The aging analysis of these trade

AREEHEUHENEASEAAR
A

RZE—NMF+_A=+—H BEHZREYK
B AR #6,380,000C (— T —=4:
AR%7,926,0007T) B @ EE I RBRE °
525 FE TR T A R A A 8 A0 40 8
LEBURFE BERRAEBEG —
W-ZEBIRKFENRRANAT

receivables were as follows:

2014 2013
—2-mF 2=

RMB’000 RMB’000

AR®ET AREF T

Past due 1 — 30 days BmEA1E30H 1,535 764
Past due 31 — 60 days #EI31E60H 436 574
Past due 61 — 90 days #1 #3612 90H 519 485
Past due over 91 days #HEAO1 B A £ 3,890 6,103
6,380 7,926
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168

TRADE RECEIVABLES - NET — GROUP
(continued)

As at 31 December 2014, trade receivables of
RMB38,411,000 (2013: RMB179,040,000) were impaired
and provided for. For the year ended 31 December 2014,
the amounts of the provision charged to the consolidated
statement of comprehensive income were RMB1,842,000
(2013: RMB78,671,000). The aging of these receivables were

BWRE-FE-AKH

R-ZE—NFE+_A=1+—H BHRENK
I AR 38,411,000 (— B — =%
AR #179,040,0007T ) B 5 (B I 51 3% #
B HE-_T-—NF+_A=+—HILF
B REH2ERERITIBRNBESER
AR®1,842,000t (ZFE—=F: AR

as follows: #78,671,0007T ) ° 3% % & W R IE 9 BR %
T

2014 2013

—E—NF —E—Z4F

RMB’‘000 RMB’'000

AR T AREFIT

1 — 30 days 1230H - 1,216

31 - 60 days 31£60H 2,091 1,655

61 — 90 days 61£90H 1,717 1,498

91 — 365 days 91%2365H 15,675 16,648

Over 1 year —F U E 18,928 158,023

38,411 179,040

The provision was made as management has determined
that the ability of the debtors to repay the trade receivables
has deteriorated. This provision amount was determined in
line with the Group's policies and historical practice, where
management has reviewed the relevant debtors’ current

creditworthiness and past payment history.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

10 TRADE RECEIVABLES — NET — GROUP

(continued)

For the year ended 31 December 2014, no trade receivables
were directly written-off to the consolidated statement of
comprehensive income (2013: RMB11,154,000). For trade
receivables written off, management has tried reasonable
efforts to collect the trade receivables from those debtors
and has determined that the recoverability of these balances

is not probable.

Movements on the Group's provision for impairment on

trade receivables are as follows:

10 EZRWRFIE -

RO R MIEE

RE-ARH

—~~

&)

BHE-_ZT-—NF+-_A=+—HLFE"
BMEZZREEKFEEENEGHEZEKS
= (ZE—=F: AR% 11,154,000
) cEMBEESRKRREBESE ERE
EEEBATRNINREHEEBAKEDE
SEWFIE  WHEZE &R Egs
N

rEEESREKFBERERENESE
A INE

2014 2013

—E-mF —E—=F

RMB’000 RMB’000

AR TR ARBTF T

At 1 January w—H—H 179,040 107,426
Provision for impairment on trade receivables & 5 & U 5k 38 35 & % 5 1,842 78,671
Receivables written back JE Y R TE 2 [ (800) (2,963)
Disposal of subsidiaries HENE QA (64,349) =
Receivables written off JE SR TE 8 (77,322) (4,094)
At 31 December R+-_A=+—8H 38,411 179,040

The creation and release of provision for impaired receivables
have been included in “General and administrative
expenses” in the consolidated statement of comprehensive
income (Note 24). Amounts charged to the allowance
account are generally written off, when there is no
expectation of recovering additional cash. Apart from the
trade receivables with impairment provided, the remaining

trade receivables do not contain impaired assets.

The Group does not hold any collateral as security.

W ERERBNEERBERDA
affemEERN [—REITEAX]A
(FfaE24) -MNEBEEMBEOEE RS
RIEHI AT YR B B SMNE SRS - BRE AT
REERENE SRR HBRE S
EWHBTNBEDHMEEE -

ARG B ET AR IR R IEELR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SO SRR MIEE

11T PREPAYMENTS, DEPOSITS AND OTHER 11T ARRE -ReRHEMERK
RECEIVABLES FIE
Group 2014 2013
rEH —E-NEF —T—=F
RMB’000 RMB'000
ARET ARETF T
Non current portion EREBBA
Prepayment for long term investments RHKRER BN FIE
(note (i) (B REG)) 173,000 173,000
Prepayment for acquisition of a property Wi —IEYE R TENRIE
(note (ii) (B (i) ) 6,694 -
Deposits to newspaper publishers (note (iii) HLYRALRENES
( B #E i) ) 92,000 92,000
Deposits for marketing and promotion REHEREFEBEEELD
projects (note (iv)) e (MEEGv) = 16,250
271,694 281,250
Less: Provision for impairment (note (ix)) W R (M REGX)) (246,400) (120,303)
Prepayments, deposits and FERRIE - Ze REMER
other receivables — net FRIE—F R 25,294 160,947
Current portion REBD
Deposit for a marketing and promotion R—EEEREEEREL
project (note (iv)) ML (KT aEGv)) = 33,750
Prepayments for outdoor advertising projects St INEEIE B 1 W FE
(note (v)) R (HEEv)) - 18,497
Prepayments to newspaper publishers and TR 3R AR R I E A 5RIE
others (note (vi)) (B aE(vi)) 243,542 239,934
Deposits and other receivables (note (vii)) e R E A EWFRIA
(Bt = (vii) ) 47,949 60,678
Receivable from Yueyang City Intermediate W EBTHRARER
People’s Court (note (viii)) FRIE (B FE(viii) ) 22,000 22,000
313,491 374,859
Less: Provision for impairment (note (ix)) R EREE (Y (X)) (291,218) (282,218)
Prepayments, deposits and TERTFRIE - RS R E M R
other receivables — net FIE—FE 22,273 92,641
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

11 PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (continued)

RO R MIEE

ANRE REREMBER

FIE (&)

Company 2014 2013
AT —E—mF —_F—=

RMB’000 RMB’000

ARET ARBT T

Prepayments TE RIE 118 117

Other receivables b e W FRIE 196 59

Prepayment and other receivables TE 5 3OE B H e ROR 314 176

The carrying amounts of the Group's prepayments, deposits

and other receivables were denominated in RMB.

(i)  Prepayment for long term investments
As at 31 December 2014, prepayment for long term
investments represents cash paid by the Group to two
(2013: two) metropolitan newspaper publishers in the
PRC in relation to the potential establishment of joint
ventures (“JV") with these metropolitan newspaper
publishers. During the year ended 31 December 2014,
Lifestyle Express has obtained official approval from the
respective local government authority, while Southeast
Express made a preliminary consensus with local
council, regarding the establishment of a JV with the

Group.

The Group consistently shows strong intention of
forming the JV and assesses the probability of the
formation to be high. Hence the prepayment was
classified as long term investment as at 31 December
2014 and management has assessed the recoverability

as set out in Note 11(ix).

AEBHBENFIE  BE R EEKFR
WERESEAARKE.

(i)

ROARENEBENRIE
R-_E—NF+_A=+—H K
MR ENBENRIERE RSB ATAE
HEABERR (ZE—=F:WKR) &
R AR R & & R [ &
EHREIANRE REBEEZT
—NFE+ZA=T—HIEFE (&
EETER) B M7 B M 75 BUT R ER
SHAREAEEKRNYEENFNE
TR T CRERER) MRS
B KA & A B B T BT E K AT
-

Ni

ol

AEERFEBRRERIEGERAN
SREZVE W - I A% K S A9 ] BE M AT A
AEoAl BNRERZZ—HE
F+-_A=Z+—BBRARHKRER
A MEEREEFEOIKEMNE (R
BEEE11Gx)FTEL) o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwR M

11 PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (continued)

172

(ii)

(iii)

Prepayment for acquisition of a property

As at 31 December 2014, prepayment for acquisition
of property represents the first instalment paid by the
Group to Xiamen Information Group Ltd. for purchase
of level 23 and 24 of the research and development
building no. A01 situated in the first phase of Xiamen
Software Park lll. Total consideration for the property
is RMB22,164,000. The remaining instalment has been
satisfied by mortgage loans on the property granted by
a bank to the Group on 29 January 2015.

Deposits to newspaper publishers

As at 31 December 2014, deposits to newspaper
publishers represent cash paid by the Group to three
(31 December 2013: three) metropolitan newspaper
publishers in the PRC pursuant to exclusive agreements
between the Group and newspaper publishers. Under
the terms of the agreements, the Group has obtained
the exclusive rights to sell advertising space of the
respective newspapers for a fixed term of 7 to 30 years
and it has to place specified amount of cash to the
newspaper publishers. The cash held by the newspaper
publishers will be repayable to the Group upon the
expiry of the agreements. The Group assesses the
recoverable amounts of the deposits on each balance
sheet date and the carrying values of these amounts
are written down immediately to their recoverable
amounts if recoverable amounts are less than the
carrying values. Management assessment on the

impairment of such deposits is set out in Note 11(ix).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

11 PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (continued)

(iv) Deposits for marketing and promotion projects

As at 31 December 2014, deposits for marketing and
promotion projects represent cash paid by the Group to
three (31 December 2013: four) commercial customers
in the PRC in relation to exclusive marketing and
promotion services agreements between the Group
and the customers. Pursuant to these agreements,
the Group has obtained rights as the sole marketing
and promotion services provider for certain real estate
development projects owned by these customers for
terms that ranged within 3 years or throughout the
selling period of the real estate development projects.
In return, the Group has to place specific amount of
upfront deposits to the customers for the exclusive
rights. These deposits will, amongst other terms
and conditions, be repayable to the Group in equal
instalments throughout the term of the respective

contracts or upon the expiry of the agreements.

During the year ended 31 December 2014, the Group
received properties totaling RMB48,895,000 as an
alternative settlement method from two of these
projects and the original marketing and promotion for

the aforementioned projects were then terminated.

Prepayments for outdoor advertising projects

Prepayments for outdoor advertising projects were
ceased upon the disposal of the relevant subsidiaries
by the Group on 24 December 2014. Previously,
prepayment for outdoor advertising projects represents
cash paid by the Group to four commercial customers
to obtain the exclusive rights to sell advertising spaces

in designated malls and outdoor billboards in the PRC.

11 BERE

RO R MIEE

BEREMER

FIE (&)

(iv)

REFEREEHERBFEHNRSE
R-F-—WE+-_A=+—H8 5
LHLEBEBFELNREEAR
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A £ A R #48,895,0007T K9 41
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WEREEHEEEFERERIE-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwR M

11 PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (continued)

174

(vi)

(vii)

Prepayments

Under the terms of certain (exclusive and non-
exclusive) advertising agreements with three
metropolitan newspaper and radio operators, the
Group has to make prepayments for print media
advertising to the newspaper publishers. The amounts
prepaid to the three metropolitan newspaper
publishers totaling RMB201,501,000 (2013:
RMB201,501,000) can be utilised as advertising costs
in the coming 12 months. Management has considered

the impairment provision as set out in Note 11(ix).

Deposits and other receivables

Deposits and other receivables primarily include cash
paid to contracted business partners as deposits for
operation rights. The deposits are interest free and
are refundable upon the expiry of the agreements
or on request under mutual consent. Management
has assessed the impairment of deposits and
other receivables, including those from the three
metropolitan newspaper publishers of RMB23,937,000
(2013: RMB23,937,000) as at 31 December 2014, as

set out in Note 11(ix).

(viii) Receivable from Yueyang City Intermediate

People’s Court

On 30 September 2013, the Company, and its
wholly-owned subsidiaries, including Fuzhou AoHai
Advertisement Co., Ltd. (“Fuzhou AoHai"”) and
Kunming AoHai Advertising Co., Ltd. (“Kunming
AoHai) received an enforcement judgement issued by
Yueyang City Intermediate People’s Court dated 22
September 2013 which ordered for the deduction of
RMB22,000,000 out of the bank accounts of Fuzhou
AoHai and Kunming AoHai in favor of Yueyanglin
Paper Co., Ltd (Note 37 (c)).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

11 PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (continued)

RO R MIEE

11 ARIE - REREMER

FIE (&)

(ix) Provision of impairment for long term (ix) RERE RERE BARE
investments, long term deposits, prepayments, URZRERHMERRIERN
and deposits and other receivables WERE
Movements of carrying values before provision for RERE EHZS BNRIBEUAR
impairment of long term investments, long term ReREMEBWHRIBENEREE (K
deposits, prepayments, and deposits and other STRERE) EBNT
receivables were as follows:

Three

Outdoor  Yueyang City  metropolitan

Shenyang advertising  Intermediate newspaper
Evening News projects People’s Court publishers Total

EEmHE ZRFTR
EERE FHEEER ARER R & #st
RMB’000 RMB'000 RMB’000 RMB'000 RMB'000
ARETFT ARBTR ARBTFT AREFT ARETT
Long term investments RERE - - - 173,000 173,000
Long term deposits ke - = = 92,000 92,000
Prepayments BRTE 33,780 18,498 = 201,501 253,779
Deposits and other receivables Be REMERRIE 10,000 - 22,000 23,937 55,937
Less: disposal of subsidiaries e HERBARR = (18,498) = S (18,498)

Balance as at 31 December 2014 ~ R=Z—NE+-F=+—H

&8 43,780 - 22,000 490,438 556,218
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SO SRR MIEE

11 PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (continued)

(ix) Provision of impairment for long term

investments, long term deposits, prepayments,

and deposits and other receivables (continued)

As as 31 December 2014 provisions for impairment

of long term investments, long term deposits,

prepayments, and deposits and other receivables

included provisions for exclusive cooperative
newspaper publishers of RMB471,838,000 (2013:
RMB345,741,000), Shenyang Evening News of
RMB43,780,000 (2013: RMB43,780,000), outdoor
advertising projects of nil (2013: RMB13,000,000)

and Yueyang City Intermediate People’s Court of
RMB22,000,000 (2013: nil). Movements of the

provisions for impairment were as follows:

11 AN RE

BEREMER

FIE (&)

(i)

REPRE REPZRS FEAINRE
UREZESRHMWERKIEN
WERE (&)
R-ZE—NF+_A=+—H 'K
HigE REZe BAEREUAR
Ze R HMERFIERERES
EBRAEREDREREAR
#471,838,0000L (ZE—=4F: A
R ¥345,741,0007T) & 5 ik 3R 3
B AR #43,780,000L (=& —=
£ AR #43,780,0007T) - FAMNE
LEEREBE (ZE—=F ARK
13,000,0007T) X EE TR HEAR
A BT B 5 A R #22,000,0007T ( =
T—=FF) BRERGEHMN
g

Three
Outdoor  Yueyang City  metropolitan
Shenyang advertising  Intermediate newspaper
Evening News projects People’s Court publishers Total
ERTHR ZRBTH
EHBRE FHEEESA ARER R st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTFT ARETR ARETT ARBTT ARETTR
Balance as at 1 January 2014 RZZE-ME-A—BH
3 43,780 13,000 - 345,741 402,521
Provision for impairment during FRRERE (FE24)
the year (Note 24) - - 22,000 126,097 148,097
Less: disposal of subsidiaries B HERBAR - (13,000) - - (13,000)
Balance as at 31 December 2014 ~ RZZT—MF+=A=1—H
ket 43,780 - 22,000 471,838 537,618

176 SHIFANG HOLDING LIMITED ANNUAL REPORT 2014



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRAR M

11 PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (continued)

(ix) Provision of impairment for long term

investments, long term deposits, prepayments,

and deposits and other receivables (continued)

(a)

(b)

Shenyang Evening News

As at 31 December 2012, deposit made to
Shenyang Evening News pursuant to the exclusive
advertising agreement between the Group and
Shenyang Evening News was RMB10,000,000.
The Group had also made prepayment of
RMB33,780,000 to Shenyang Evening News
under the terms of the exclusive advertising
agreement. The exclusive advertising agreement
between the Group and Shenyang Evening News
was terminated on 26 July 2011. The Directors
considered the recoverability of the prepayment
and probable outcome of the pending litigation
with Shenyang Evening News, and determined
full provision of these amounts for the year ended
31 December 2012 (Note 37 (b)).

Outdoor advertising projects

Prepayments and impairment provision for
outdoor advertising projects were disposed along
with the disposal of subsidiaries by the Group
on 24 December 2014. Previously, pursuant
to exclusive agreements signed, commercial
customers were contractually obligated to make
delivery of certain advertising resources to the
Group by the year ended 31 December 2013,
of which they were unable to fulfill. The Group
considered the legal advices from the Group's
legal counsel and the probable utilisation of
rental expenses for the operations of the outdoor
advertising projects and made impairment

provision for the aforementioned projects.

11 BERE

BEREMER

ME (&)
RERE REZS ANKE

(i)

UK ES R HMERRIEN
WERE (&)
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10,000,0007T ° AR & B 7R E 1R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwR M

11 PREPAYMENTS, DEPOSITS AND OTHER 11T ARRE -ReRHEMERK

RECEIVABLES (continued) MIE (&)

(ix) Provision of impairment for long term (ix) RERE RERES BAAKE
investments, long term deposits, prepayments, URRERHEMERRIERN
and deposits and other receivables (continued) WERE (&)

(c) Yueyang City Intermediate People’s Court (c) EBETHRRARER
On 17 February 2014 and on 28 April 2014, RZE—HF_A++EHEZ
the Yueyang City Intermediate People’s Court Z—UENAZ+N\R " EE
and Higher People’s Court of Hunan Province MR RARZER KR E =R
respectively dismissed the appeal application ARER 2 Bl B A & E 5t
by the Group against the enforcement orders 5 AR ER T EMAEATT
issued by Yueyang City Intermediate People’s HESREM EFHB - L5F
Court. An appeal application was lodged to the REDREX&Ze ARER MU
Supreme People’s Court to dismiss the above e FsiTRES  WhEA
mentioned enforcement judgement and to FEEER O A E SR IRITAS
refund the improperly drawn bank balances of # AR #22,000,0007T °

RMB22,000,000 to the Group.

The Directors considered the above EFEERLAEE -EBM
developments, the amount drawn by Yueyang FRARERBRE EMBT
City Intermediate People's Court pursuant to HTEERMNSERFRF
the aforementioned enforcement orders, and AR WAERE R
the probable outcome of the pending litigation —E-WNE+HA=+—H
and determined to make full provision for the IEFEFELE28BEARKE
amount of RMB22,000,000 for the year ended 31 22,000,0007tT °

December 2014.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

11 PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (continued)

(ix) Provision of impairment for long term

investments, long term deposits, prepayments,

and deposits and other receivables (continued)

(d)

Three metropolitan newspaper publishers

As at 31 December 2014, prepayments, deposits
and other receivables totaling RMB490,438,000
(2013: RMB490,438,000) were made by
the Group to three metropolitan newspaper
publishers, namely Southeast Express, Lifestyle
Express, and Central Guizhou Morning Post.
Pursuant to the exclusive cooperative agreements
signed with these metropolitan newspaper
publishers, the Group has to make initial deposits
and periodic payments throughout the contract
period in exchange for the exclusive advertising
rights to sell advertising spaces of respective

newspapers.

In view of the continuous decline in advertising
revenue associated with the exclusive advertising
rights over the years, the Directors reviewed the
Group’s ability to recover the carrying amount of
the prepayment for long term investments and
deposits, current prepayments and receivables
made to the metropolitan newspaper publishers
and provided for an impairment provision of
RMB471,838,000 (2013: RMB345,741,000) as at
31 December 2014.

11 BERE

RO R MIEE

BEREMER

ME (&)

RERE REZS ANKE
BT 2 & T H A FE Wi 7K OB B
HERE (H)

(i)

(d)

ERBHHRERE
RZTE—NF+=—A=+—
H - ASKEEmM=R&BHHRE
W 7 (B SR A R At~ AR DE T
A RBREE)EHBERARK
H-Re REMBYKRIES
AR #490,438,000T (=&
— =% : AR %490,438,000
TT) o AR IR ELEZ FEP T R AR
BEINBRAEGZE K&
EEXZ N RE RNEKE
RE B 3R AR B & B 3R
MESUHBRESE-

EREBERESENBED
EEBRAZFETH EEE
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RERERS REBENFKIE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SO SRR MIEE

11 PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (continued)

(ix) Provision of impairment for long term
investments, long term deposits, prepayments,
and deposits and other receivables (continued)
(d) Three metropolitan newspaper publishers

(continued)

Value in use of long term investments and
long term deposits were measured using the
discounted cash flow method. An independent
valuer, American Appraisal China Limited, was
engaged to assist the management to perform
the impairment assessment. The impairment
assessment was determined using cash flow
projections considering net cash receipts from
advertising, printing and circulation operations.
The projections are based on significant
unobservable inputs which were reviewed and
approved by the Directors and are summarised as

follows:
Unobservable inputs Range of unobservable input

TABERRARE TABEBARBNEE

11T BEARIE - RERHEMMER
ME (&)

RERE REZS ANKE

DA 2 & T HL A FE W FROR 6

HERE (H)

(i)

(d)

ZRETH RS R (&)

RHRERERZSNERE
BENRMARERELAE -
EEFEARLAR (BILEE
B ) 78 2= 55 195 BY & 3R [ A 1T R
BEHE - BEE I EBILE
& BRI Ko 31T S5 U BN e F
Rk EREZRERMNE
EoBRERADNKBEESEME
BN EMERTABREA
BURIEH - Bt

Relationship of unobservable

input to value in use

FTUBRZRARBEREAEENHE

Future revenue growth Growth of -7.0% to

3.0% per annum

AR AL R & FRRE-7.0%E3.0%
Discount rate 15.5%

BhE &

Contract period 20 years to 2034
BHH 00 HEEZT=WF
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The higher the revenue growth, the higher

the value in use
WAERRS FAEENRS

The higher the discount rate, the lower the

value in use

BRExAR EREENTE

The longer the estimate contract period, the

higher the value in use

IrANSaR EREERNAR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

11 PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (continued)

(ix) Provision of impairment for long term

investments, long term deposits, prepayments,

and deposits and other receivables (continued)

(d)

Three metropolitan newspaper publishers
(continued)

In determining the revenue growth rates and
discounts rates, management has made reference
to the future and long-term forecasts quoted by

industry research reports.

If the revenue growth rate adopted in the
valuation had decreased by 5%, the recoverable
amount would be reduced by approximately
RMB2,100,000, and further impairment loss
of RMB2,100,000 would be required. If the
discount rate used in the discounted cash flow
calculation had been increased from 15.5% to
16.5%, the recoverable amount would decrease
by RMB1,600,000, and further impairment loss of
RMB 1,600,000 would be required.

11 BERE

RO R MIEE

BEREMER

ME (&)

RERE REZS ANKE
BT 2 & T H A FE Wi 7K OB B
HERE (H)

(i)

(d)

ZREH RS RE (&)

BEBARRE LR EE -
EEEBE2EZNDITEMER
P R R 2R N R B TROR

HMEEEANKAERET
5% - Al A Yg B & FE A% R
L#H AR ¥2,100,0007T ¢
WAEHE - SRHEBEA
FR#2,100,0007T ° fit 85 35 38
CHREHELAFEANKER
EM15.5% A E16.5%
BleT el & B D AR
1,600,0007T 3 78 1 H # —
#RE K E A KR %1,600,000
JC

o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwR M

12 ASSETS HELD FOR SALE — GROUP

182

The Group's assets held for sale includes the following:

12 HFEHEEE-FKH

AEENFIFLEEEREATIER

2014 2013
—2-mF —F—=
RMB’'000 RMB'000
AR T AREFIT
Properties held for sale FIEHEWE 78,191 27,492

The properties in the PRC were received in exchange of
advertising services to real estates developers in the PRC. The
Group's intention is to sell these properties and, accordingly,
such rights are recognised as assets held for sale upon the
completion of the advertising sales transaction if the related

property is ready to be sold.

Management assessed the fair value of the acquired
properties with reference to the market value of the
properties with the assistance of an independent property
valuer and made impairment provisions of RMB1,828,000
(Note 24).

Cash flows associated with the disposal of assets held
for sale are presented under “Operating activities” in the
consolidated statement of cash flows. The gain/loss on
disposal and impairment loss of assets held for sale are
recorded in “General and administrative expenses” in the

consolidated statement of comprehensive income.
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14

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRAR M

INVENTORIES — GROUP 13 BE-XFXKHE
2014 2013
—F-mF —E-=F
RMB’000 RMB'000
AR¥ T AR¥T T
Newsprint and printing consumables A R ED RIS FE 6,560 6,789
CASH AND CASH EQUIVALENTS 14 RERBEEEEER
The Group's cash and cash equivalents are denominated in AEENRERREFEER I TI
the following currencies: BHEETE
Group 2014 2013
#EE —g-pFg —T-=%
RMB’000 RMB’000
ARET AR®F T
Cash at bank and on hand: RITRFHEES:
Denominated in RMB AAR¥EEE 30,002 51,433
Denominated in HKD LA TTEHE 2,418 2,414
Denominated in USD AEITTEHE 67 64
32,487 53,911
Maximum exposure to credit risk ez ERR 29,066 48,087
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwR M

14

i

184

CASH AND CASH EQUIVALENTS 14 RERBEEEEER (8)
(continued)
Company 2014 2013
EAT —E—mF —_F—=
RMB’000 RMB'000
ARET ARETF T
Cash at bank: WITHRE:
Denominated in HKD LB TTEHE 24 24
Denominated in USD AETTEHE 6 -
Denominated in RMB UARESHE 1,630 1,587
1,660 1,611
Cash at bank earns interest at floating rates based on daily RITRESBERRITEAGFERIENZF
bank deposits rate. The carrying amounts of the cash at BN EFF R -RITREMNEEHSBEEAR
bank approximate their fair values. AEEES-
The conversion of RMB denominated balances into foreign BAARETENER LB ABINEUR
currencies and the remittance of such foreign currencies BHEBANETENRITESRRRSE
denominated bank balances and cash out of the PRC are i AR B 78 8 ST AP B R 1T 78 45 /O A B SINDE
subject to the relevant rules and regulations of foreign EHIRARARE
exchange control promulgated by the PRC government.
SHORT-TERM BANK DEPOSITS 15 EHRITER

The effective interest rate for the Group’s short-term bank
deposits with original maturities of over three months for the
year ended 31 December 2014 was 3.3% (2013: 3.3%). The
carrying value of the short-term bank deposits approximated

their fair values as at 31 December 2014.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

16 BORROWINGS - GROUP

The Group has the following undrawn borrowing facilities:

RO R MIEE

16 ER-—4AKH
AKEANTRERERBE
2014 2013
—2-mF —F=
RMB’000 RMB’000

ARBTR ARETIT

Expiring within one year R—F RN EIH

The Group had the following pledge of assets as collateral to

secure the Group's bank borrowings:

AEBERATEEERER R AR

RNEBNBITERRE
2014 2013
—E-NF —E—=%F
RMB’000 RMB’000

AR¥®T R ARETT

At net book value: RERE FE
Building (Note 7) BF (H3E7)

Bank borrowing facilities amounting to RMB55,000,000 and
building pledged as collateral amounting to RMB1,916,000
were disposed by the Group on 24 December 2014. No bank
borrowings were drawn or obtained by the Group during the
year ended 31 December 2014.

On 6 March 2015, the Group has obtained a bank
facility where the Group can draw borrowings of up to
RMB20,000,000 under this facility and each drawdrown will
require approval by the bank. For details, refer to Note 38.

= 1,916

= 1,916

AZE—NF+ZA=Z+WHB -AEH
+ & A R #55,000,0007T & R 17 15 3K &t
R ARY1,916,000iEF (EE M
ERERR) REBEE-_T—NFE+=A
=+ —HIEFE AEEWEIRRNER
WITE K-

RZE—RAF=AAH FTEEESE %
RITRLE - Bt AKBE A REEBERRS
AR%20,000,0007T * BRI EL R
Tz IER2HME38 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwR M

17 TRADE PAYABLES, OTHER PAYABLES AND 17 ESEARE HttEMARIE
ACCRUED EXPENSES K FEGTBE X
Group 2014 2013
rEE —E-F —ZT—=
RMB’000 RMB'000

ARBTR ARET T

Trade payables B ZENFIR 5,889 6,653
Other payables and accrued expenses: H A ER RIE R TR X
Accrued utility expenses and other liabilities — FEFt A H R M EMEE 736 954
Accrued salaries and welfare st e NAER 6,276 6,919
Value added tax and other taxes payable BEDREMEMNTIE 7,755 6,788
Provision for legal claims EEBEREE 17,329 -
Other payables E h FE T 5RI8 12,032 8,211
Deposits from customers REBEFMZE® 6,215 5,263
Receipts in advance T8 Jc W B A B IR 10,547 10,572
60,890 38,707
66,779 45,360
Company 2014 2013
&N T —E-—F —ET—=F
RMB’000 RMB’000

ARBTR ARETT

Other payables H b e3R8 240 240

240 240
Payment terms granted by suppliers are mainly cash on HEFGTHONFIEREELRERNER
delivery and on credit. The credit periods range from 30 days KRG AR - EE B EH AR
to 365 days after end of the month in which the relevant e AR N T308BE365A -

purchase occurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

17 TRADE PAYABLES, OTHER PAYABLES AND

18

ACCRUED EXPENSES (continued)

The aging analysis of the trade payables based on the invoice

date was as follows:

RO R MIEE

17 EZEAFIE  Htb B RIR
KESTBAX (&)
BSENRAREEEBBORES
T

2014 2013
—E2-HmE —F-=F
RMB’000 RMB’000

ARET T ARET T

1- 30 days 13008
31 - 90 days 31290H
Over 90 days 90H A E

The carrying amounts of the Group’s trade payables are all

denominated in RMB.

DEFERRED INCOME TAX

The analysis of deferred income tax liabilities is as follows:

1,294 24588

702 769
3,893 3,351
5,889 6,653

AEER S EARRNEE S B2 5N
ARMEHE -

18 IEFEFRISH
BIEFSBEEATMT

2014 2013
—F-mF —F=
RMB’000 RMB’000

AR®T T AR®ET T

Deferred income tax liabilities BEFSHAR

Management expects the deferred income tax will be

recovered after 12 months of the balance sheet date.

1,475 2ol 57

EREERMBELEABHRENEE BB
+ A A& E -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwR M

18 DEFERRED INCOME TAX (confinued) 18 BB (&)
The movements on the deferred income tax liabilities are as BREMSHaEZeHMT :
follows:

Intangible assets

BEEE
2014 2013
—E-mF —E—=F
RMB’000 RMB’000

AR¥T R ARETTT

At 1 January mn—HA—H 2,157 4,777
Recognised in the consolidated statement of WM& 2 E KR ZER NER

comprehensive income (Note 27) (PfF7E27) (682) (2,620)
At 31 December R+t-—A=+—8H 1,475 2,157
No deferred income tax asset has been recognised in respect RZE-—MFE+—A=+—H0 BX%E
of tax losses of RMB101,192,000 as at 31 December 2014 AR BB BB A B3 AT RE & E A AR TR
(2013: RMB139,975,000) as it is not probable that the FLAR A B R FI AR IBEE S &gt
relevant subsidiaries of the Group will generate taxable profit AR®101,192,000c (ZEE—=F: A
to utilise the tax losses in the foreseeable future. Such tax K #139,975,0007T ) 89 %1 18 &5 18 1 R IR
losses have an expiry period of five years. EASTEE - ;2 SR A BB/ E i B

BRF-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RO R MIEE

December 2009 with an authorised share capital of HK$200
million divided into 2,000,000,000 shares of HK$0.1 each. On
the same date, the Company issued and allotted one share,
credited as fully paid at par, to China TopReach Inc., the

immediate holding company of the Company.

19 SHARE CAPITAL 19 BRZ&
Equivalent
Nominal nominal
Number of value of value
ordinary ordinary of ordinary Share
shares shares shares premium Total
EER
EERYE EEREE ZEEE RAEE @z
HK$ RMB'000 RMB'000 RMB'000
BT ARETT ARETTR ARETT
Authorised: ETE
Ordinary shares of HK$0.1 each at 31 ~ RZZ-NER-T—=F
December 2014 and 2013 (Note (a)) +-A=+-B&EKREE
BTRMEBR (@)  2,000,000,000 0.1
Issued: B%7:
Ordinary shares at 31 December 2013, RZT—=F+Zf=+—
1 January 2014, and HZ2-NE-A-BR
31 December 2014 ZE-METZA=T-
AEERK 839,942,121 83,994,212 72,687 556,440 629,127
Notes: [
(@) The Company was incorporated in the Cayman Islands on 9 (@ ARFARZZTZTAFT-_ANLBEHREZ

RS MAYT A ERAA200,000,000
7 7T 9 £2,000,000,0008% & % E &
01EBITHRMD-RA ANARMEEE
TR AR BERIGERBR A AETR
fl g — IR EE AR ARG -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwR M

20 RESERVES

190

(a)

Group

The details of movement in the Group’s reserves are set

out in the consolidated statement of changes in equity

on page 95:

(i)

Statutory reserves

The statutory reserves represent reserves of the
PRC incorporated companies which are set aside
for future development purpose in accordance
with the regulations in the PRC. The allocation is
based on certain percentages of these companies’
profit for the year, as reported in their statutory

financial statements.

Pursuant to the PRC regulations and the
companies’ respective Articles of Association,
each of the Group companies is required
to transfer 10% of its profit for the year,
as determined under the PRC Accounting
Regulations, to a statutory common reserve
fund until the fund balance exceeds 50% of the
Group company's registered capital. The statutory
common reserve fund can be used to make good
previous years’ losses, if any, and to issue new
shares to shareholders in proportion to their
existing shareholdings or to increase the par value
of the shares currently held by them, provided
that the balance after such issue is not less than

25% of the registered capital.

Each of the Group companies is also permitted to
transfer a certain percentage of its profit for the
year as determined under the PRC Accounting
Regulations, to a discretionary common reserve
fund. The transfer to this reserve is subject to

approval at shareholders’ meetings.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

20 RESERVES (continued)
(a) Group (continued)

(ii)

(iii)

(iv)

Capital reserves

Capital reserves primarily represent capital
contributions to certain subsidiaries of the Group
and the differences between the consideration
and proportionate carrying value of the subsidiary
disposed of where the Group still retains control

of the subsidiary.

Revaluation reserve

Revaluation reserve relates to the increase
in carrying amount of property, plant and
equipment upon transfer to investment properties
at its then fair value. Following the disposal
of a subsidiary during the year ended 31
December 2014, revaluation reserve amounting
to RMB919,000 was transferred to accumulated
deficits.

Capital redemption reserve
The capital redemption reserve relates to the
redemption and cancellation of the Company’s

own shares.

RO R MIEE

20 f#fE (&)
() AEME (&)

(ii)

(iii)

(iv)

BEXEE
BERAREHEIEEAASEET
B 8~ A B R A E AT
EMBAR (AEBDREE
2R L HIRREE 2 H R ZE
B

BB

ERHEHREYE BERRE
REEBNQAABEBEAK
EYEREESEMNIEINEG
B-RNEBE_ZT—NFE+H
=+—BLEFERE BB
~AElE - ANE®919,0007T &Y
BHFERHCEBREZAEBM -

R 7 F (2] 1% 48
A B AR R ER &
HHEASERNER-
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BB HwR M

20 RESERVES (continued) 20 f#fw (8])
(b) Company (b) ZA&2F

Equity-based
Accumulated compensation

deficits reserve Total
LURR
REHEMN
RITE A N mat
RMB'000 RMB'000 RMB’'000

ARETTT ARBTT AR®ETT

Balance at 1 January 2013 R=ZB-=%-F—-8#H

23 (27,940) 12,986 (14,954)

Loss and total comprehensive ~ FREIER 2T ERESA
loss for the year (192,522) - (192,522)
Equity-based compensation DA RS 42 7 B8 1) 7 B - 864 864

Balance at 31 December 2013 WZZE—=%+=-A4

=t—HO&EHR (220,462) 13,850 (206,612)
Loss and total comprehensive ~ FAEBEKZEE BB
loss for the year (249,695) - (249,695)
Lapse of equity-based DA IR 188 75 T 10 5 B 2K K
compensation 13,850 (13,850) -
Balance at 31 December R-ZE-WF+=A
2014 =+ - B0 (456,307) - (456,307)
(c) Loss attributable to owners of the company (c) AQREEAEBILEE
The loss attributable to owners of the Company is dealt RAGEEAEBEBEREEPHAR
with in the financial statement of the Company to the #249,695,000 (ZE—=4%: A
extent of RMB249,695,000 (2013: RMB192,522,000) [R#192,522,0007T ) A AN X A BF 7%
WREIE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B B HRAR M

INVESTMENTS IN SUBSIDIARIES - 21 RMBARKNKBE -ZAQF
COMPANY
2014 2013
—E-0mF =F—=
RMB’000 RMB'000
AR® T AR®BT T
Unlisted shares, at cost EETRGD  REKAR 4,767 4,767
(a) Investment in subsidiaries (o) RMBARMNRKRE

Movements on the investment in subsidiaries of the

Company are as follows:

ARBNRMBRBNRENZ SN

T

2014 2013

—F-DF —F—=
RMB’000 RMB’'000
AR¥T T ARET T
At 1 January 4,767 5,118

Provision for impairment on

investment in subsidiaries KERERE - (351)
4,767 4,767
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRR M

2

INVESTMENTS IN SUBSIDIARIES -

COMPANY (continued)

(a)

Investment in subsidiaries (continued)

The following is a list of principal subsidiaries of the

Company as at 31 December 2014

Place and date of

21
(&)

RBLRRANRE-EXQF

() REBATWERE (K)
TEMIARAR-F—mE+=
A=+—BMTENBLA:

Issued or registered/

Effective interest held as

Name incorporation/establishment  Principal activities Legal status paid up capital at 31 December
BRTAEM/ R+=A=t-R
ZR EMAY/RUMBRAS  EEEE ERM BARAE BENERER
2014 2013
=F-mE  ZF-CF
Directly owned subsidiary:
ERBEEMEAR:
Dragon Soar Ltd. The British Virgin Islands, Investment holding Limited liability UsD1 100% -
EABRAR 9 December 2009 REER company (E
RERBRES AREAAR
ERAETZANE
Greatest Ocean Ltd. Hong Kong, 29 August 2014 Investment holding Limited liability HKD1 100% -
FEERAA ; RERR company 1B
—2-mENAZTRA BREERA
Hung Hing To Publishing Ltd. The British Virgin Islands, Provision of publishing and ~ Limited liability USD622,500 100% 100%
BREBRETARDA 13 December 2005 advertising services company 622,500% 70
EEARAREE REMRREERS BREFAR
“EFRFT-A+=R
Indirectly owned subsidiaries:
BEEEMEAR:
Fuzhou DingCe Culture Fuzhou, the PRC Provision of full-line Limited liability USD200,000 100% -
Communication Co. Ltd. 23 January 2013 advertising agency services company 200,000% 7T
BNREXBRERAR REEM REZTRNRERERY BREERA
“E-Z§-AC+=AR
Fuzhou ShiFangCe Fuzhou, the PRC Provision of full-line Limited liability RMB1,030,000 100% 100%
Culture Media Co. Ltd. 2 November 2006 advertising agency services company ARH#1,030,000
BNTAREULBERRAR PERM REZFUEERRRY BREERRA
ZERRET-AZH
Fuzhou AoHai Advertisement Co., Ltd.  Fuzhou, the PRC Provision of full-line Limited liability RMB1,000,000 100% 100%
BNREREERAR 19 February 2008 advertising agency services  company AKH1,000,000
REEM REZFUEERERE BRERRR
ZZENFZAT+NA
Fuzhou ShiFang Printing Co., Ltd. Fuzhou, the PRC Provision of printing services  Limited liability RMB10,000,000 100% 100%
BNTAEOBERAR 10 October 2012 REEDRIRR T company ARH#10,000,0007T
FEEM BRERLRR
“E-ZF+A+A
Kunming ShiFang Culture Kunming, the PRC Provision of full-line Limited liability RMBS,000,000 100% 100%
Communication Co., Ltd. 23 November 2012 advertising services company AR 5,000,0007T
BATAXIERERAA PEEH RERFUEERS BREFLRA
ZE-ZH+-AZt=H
Guizhou ShiFang Printing Co. Ltd. Guizhou, the PRC Provision of printing services  Limited liability RMBS,000,000 100% -
EMtHEOBEERARA 16 October 2014 RAECEDRIRR S company AR 5,000,000
FEEM BREFAR
—E-ME+ATRA

194 SHIFANG HOLDING LIMITED ANNUAL REPORT 2014



21

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B B HRAR M

INVESTMENTS IN SUBSIDIARIES -

COMPANY (continued)

(a)

Investment in subsidiaries (continued)

Place and date of

21

(&)
RETBARNERE (H)

(a)

Issued or registered/

RBLRRANRE-EXQF

Effective interest held as

Name incorporation/establishment  Principal activities Legal status paid up capital at 31 December
BRASER/ WtZAZ+-8
2R HMAL/RILERAE  EEER R BEARAE BENERER
2014 2013
—F-mFE —FcfF
Fuzhou ShiFang HeQiang Electronic Fuzhou, the PRC Provision of technology Limited liability RMB2,000,000 51% 51%
Technology Co., Ltd. 2 December-2013 promotion and consultancy ~ company AR 2,000,000
BNTAARETHEERAR PEEM services BREFAR
ZE-ZEtZAZH RORITH R R F AR
Fujian DaFang Advertisement Co., Ltd. ~ Xiamen, the PRC Provision of full-line Limited liability RMB5,000,000 100% -
BRAFEEARAR 27 January 2014 advertising services company ARH5,000,0007T
FEERM REZFUEERS AREAAR
“E-WmE-ACt+A
Xiamen DingCe Network Technology Fuzhou, the PRC Provision of software Limited liability HKD1,000,000 100% 2
Co., Ltd. 18 September 2014 development, information company 1,000,000/ 7
EFSXEENBEERAT REEM technology and consultancy BREF A
—Z-mEAATNR services
RETHRE EAMER
EEL
Liaoning AoHai TianYi Media Shenyang, the PRC Provision of full-line Limited liability RMB5,000,000 70% 100%
Advertisement Co., Ltd. 17 March 2008 advertising services company AR H5,000,0007T
BERER-BEERFRAT PERR RERFUEERS AREAAR
ZZENF=AT++A
Kunming HanDing Printing Technology ~ Kunming, the PRC Provision of publishing and Limited liability RMB10,000,000 100% 100%
Consulting Co., Ltd. 7 September 2012 printing services company AK#10,000,0007
ERERDRIRINHZABRAR FEEH HRAL U R R ED R AR 7% BREERA
“E-CEAALE
Shifang YaQi Culture Communication Xiamen, the PRC Provision of full-line Limited liability RMB2,000,000 100% 100%
(Xiamen) Co. Ltd. 27 December 2004 advertising services company AE2,000,0007T
THRHEXICERE (EF) BRAF FEERM RERFUEERS BREFRRA
ZZEMF+-A=1+A
Xiamen DuKe Information Xiamen, the PRC Provision of technology Limited liability RMB11,000,000 100% 100%
Science & Technology Co., Ltd. 24 February 2006 promotion and consultancy ~ company ARH11,000,0007
("Xiamen DuKe") HEEM services BEREAAR
EFEZEENRERAA ZEERFCACRA RERWERREHRS
([EFEE])
Guizhou Qianzhong Newspaper Guizhou, the PRC Provision of publishing and Limited liability RMB4,000,000 100% 100%
Industry Printing Co. Ltd. 3 June 2011 printing services company AR 4,000,000
ENBRBREDIBEERAA REEM HRAL R R ED R AR 7 BREFARF
“Z--%5:A=H
Guizhou ShiFang HanDing Guizhou, the PRC Provision of full-line Limited liability RMB10,000,000 100% 100%
Media Co. Ltd. 20 October 2011 advertising services company ARH#10,000,0007
ENTHESBRERAA REEM REZFUEERY EREAAR
E-—f£tACtH
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRR M

21 INVESTMENTS IN SUBSIDIARIES - 21 RMBARINIRE — & A F
. d £§
COMPANY (continued) (&)
(a) Investment in subsidiaries (continued) (o) RMBARMNEKRE (&)
Place and date of Issued or registered/ Effective interest held as
Name incorporation/establishment  Principal activities Legal status paid up capital at 31 December
BERASER/ WtZAZ+-8
2R AL/ RIBERAH  EEER R BEARAE BENERER
2014 2013
—®-mE -3 =%
Fujian Haobang Real Estate Fuzhou, the PRC Property marketing & Limited liability RMB10,000,000 51% 51%
Consulting & Agency Co. Ltd. 5 Apr 2012 agency services company AKH#10,000,0007
BRHABERARBFRAT PEEM NEBHRRBRYE BREAAR
“Z-“#MARA
Fujian Fangke Network Fuzhou, the PRC Provision of full-line Limited liability RMB50,000,000 51% 51%
Technology Corporation Ltd. 23 Dec 2011 advertising services & company ARH50,000,0007
BREREBENBERABRAT REEM Property marketing BREFAR
ZE—FtZACHER RERFREERBR
NEEH
Guangxi ShiFang Culture Nanning, the PRC Provision of full-line Limited liability RMB11,680,000 100% 100%
Communication Co., Ltd. 26 May 2012 advertising services company ARH11,680,0007
ERETAXIERERAA PEBE REE2 A EERS BRERAA
“E-CFRACTRA
Liaoning ShiFang XinDa Culture Shenyang, the PRC Provision of full-line Limited liability RMB5,000,000 60% 60%
Communication Co. Ltd. 21 Nov 2011 advertising services company ARH5,000,0007
BETAREXERERAA hEER REE2 A EERS AREARR
“2——§+-A=+-H
Special purpose entity:
RHRENER:
Beijing HongXinTu Culture Beijing, the PRC Provision of publishing Limited liability RMB30,000,000 100% 100%
Communication Co., Ltd. 2 July 2004 services company AR 30,000,0007T
(“Beijing HongXinTu") (Note 2) FELR RAL NIRRT BREFAR
FREBEX(ERERAR “EEMELACH
(MERBEE]) (M)
Beijing BaiChuanDuKe Science and Beijing, the PRC Provision of technology Limited liability RMB1,000,000 100% 100%
Technology Co., Ltd. 14 November 2006 promotion and consultancy ~ company AR 1,000,0007C
FTRABERMEERAA PELR services AREARR

SEERET-ATHA RESNEERAARK
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B B HRAR M

21 INVESTMENTS IN SUBSIDIARIES - 21 RMBARKNKBE -ZAQF
COMPANY (continued) (&)
(b) Material non-controlling interests (b) EAXFEZERER
2014 2013
—F-NmF —F-=
RMB’000 RMB’000
AR TR ARBTF T
By subsidiaries: - C YNGR
Fujian Fangke Network Technology BEEREMEERE RN
Co. Ltd (“Fujian Fangke") BRAB([EBEEE]) 13,334 14,965
Liaoning Aohai Tian Yi Media BRERBR-—EEEE
Advertisement Co., Ltd. BRE AR (12,594) =
Others Hh (5,616) (5,161)
(4,876) 9,804
Summarised financial information on BEEAREERERNKE
subsidiaries with material non-controlling RANBBERBE
interests
Set out below are the summarised financial information TXHINEEHAEEMEBEEXN
for each subsidiary that has non-controlling interests BIEEREROSHE R R
that are material to the Group. See Note 35 for ERBME-BEEREZNZIZR
transactions with non-controlling interests. Mf3E35 °
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BB HRR M
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21 INVESTMENTS IN SUBSIDIARIES — 21 RMEBATNKRE-ADQTE
COMPANY (continued) (&)
(b) Material non-controlling interests (continued) (b) BEARFEZRER (&)
Summarised balance sheets for Fujian Fangke BREEENEEABREE
2014 2013
—E—F —E—=F
RMB’000 RMB'000
AR T AREFIT
Current: mE
Assets BE 26,326 52,364
Liabilities afE (5,265) (55,233)
Net current assets/(liabilities) REEE,/ (8E)FE 21,061 (2,869)
Non-current: IERB :
Assets BE 6,152 33,410
Net assets BEFHE 27,213 30,541
Summarised statements of comprehensive income REEENZEBBERBE
for Fujian Fangke
2014 2013
—E-OF 2=
RMB’000 RMB'000
ARE TR AREFIT
Revenue WA 26,821 52,279
(Loss)/profit before income tax BRFrEF AT (E18) %5 (2,980) 14,775
Income tax expense Fri8®i A X (349) (1,390)
Post-tax (loss)/profit from BEELEEBENRTEZ
continuing operations (E18) /%7 (3,329) 13,385
Other comprehensive income Hh 2wk - -
Total comprehensive (loss)/income 2mE (EE) WFEE (3,329) 13,385
Total comprehensive (loss)/income DREFERERNEZE
allocated to non-controlling interests (E18) W= e%E (1,631) 6,559
Dividends paid to non-controlling BT I AR 1 2R A R R
interests - (35,398)




21

INVESTMENTS IN SUBSIDIARIES -

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

COMPANY (continued)

(b)

Material non-controlling interests (continued)

Summarised cash flow statements for Fujian

Fangke

RO R MIEE

21 RMBARANKRE-FXQF
(&)
(b) ERFERES (F)
BEEENRERERME

2014 2013
—2-mF —F=%F
RMB’000 RMB’000

ARBTR ARETT

Cash flows from operating activities
Cash generated from operations
Interests received

Income tax paid

Net cash generated from operating
activities
Net cash (used in)/generated from
investing activities
Net cash used in financing activities
Net increase/(decrease) in
cash and cash equivalents
Cash and cash equivalents

at beginning of year

Cash and cash equivalents

at end of year

The information above is the amount before inter-

company eliminations.

REXBHBRTRE

KREEEFAFRE 5,437 36,823
B FE 9 34
BT (1,634) (1,659)

REXBHERSFR

3,812 35,198
BEEE (A
FriSIR & %58 (76) 97,741
BMEEBFARES TR (287) (139,644)
ReRkBRELEHEER
#gm CRd) B8 3,449 (6,705)
FUMRE kB EMEER
2,544 9,249
FRORE KB ZEER
5,993 2,544

ERERBRFARAEHEHNS
B
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BB HRR M

22 AMOUNTS DUE FROM/(TO) SUBSIDIARIES 22 FEUR~ (BEAt) BB 2 T2k 18 —

- COMPANY NN
2014 2013
—2-mF —T=%F
RMB’000 RMB’000

ARBTR ARET T

Amounts due from subsidiaries = NGIE S 634,771 719,504
Provision for impairment on amounts FEUH B A R R R A B

due from subsidiaries (428,025) (185,754)

206,746 533,750

Amount due to subsidiaries FE A BT B A B A 40,427 117,549
The balances with subsidiaries are unsecured, interest-free BB ARIMGRIEER RERES
and repayable on demand. As at 31 December 2014 and KEB - RZT—MOFR_T—=F+=
2013, the carrying values approximate their fair values and A=+—H EFEHEREAAEEBERES"
are denominated in RMB. W AN REESE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RO R MIEE

23 OTHER INCOME AND OTHER (LOSSES)/ 23 HbgAREAM (B5E) S

GAINS
2014 2013
—ZE-F —E—=F
RMB’000 RMB’000
ARET T ARETF T
Other income: Hb A -
Sale of newsprint papers HETE AR 523 2,592
Sale of scrap material 85 5 SR EE MR 135 487
Government grants (note a) Bs B (FisEa) 2,127 269
Sundry income FIEWA 493 346
3,278 3,694
Other gain: Hy sz :
Gain on disposal of subsidiaries HEWB QA A= 315 -
Gain on disposal of interest in Yunnan HEEMERRERZD
Handing Investment (note b) Was (MisEb) - 33,664
315 33,664
Other losses: Habg5ia -
Provision for legal claims (Note 37(b)) EEBRREE (WE37(0b)) (17,329) -
Provision for impairment of receivable from EREETHRARER
Yueyang City Intermediate People's Court RIER B B &
(Note 11(ix)) (PR EET1(ix)) (22,000) -
Provision for administration foreign exchange 41 45 & 17 HUR 81 B 5
penalty (Note 37(a)) (P 5E37(a)) (23,160) -
(62,489) -
Note: B &
(@)  The Group recognised government grants of RMB2,127,000 (@ BE-_ZT-—MNF+_A=+—HBIL%F

(2013: RMB269,000) from the Fujian government authority
for the year ended 31 December 2014 as an incentive for the
Group to expand its business in the PRC.

(b)  On 8 May 2013, the Group disposed of its entire equity (b)
interest in Yunnan Handing Investment and recognised a gain
of RMB33,664,000 in connection with this disposal.

ER ZKEIE{:% R 1@ 722 AT % A B
KBRS f B A R 2,127,000 (= F
—=4%: AR#269,0007T) ' tEAES
EiEEPNE3: 0k~

ﬁé:g ZERANR AEBHEH
REBMESEENDBAERS Wik
S s A R #33,664,0007T °

nll\
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

B OF I F R B =

24 EXPENSES BY NATURE

202

Loss before income tax is stated after charging the

following:

24 BEMEEATHAX
W B BEAT AR AN LA B B (R ABR -

2014 2013
—E-mF —E-=F
RMB’000 RMB'000
AR TR ARBF T
Cost of newspaper advertising MAESE KA
~ Media costs — AR 95,208 147,393
Cost of marketing and promotion services EiH R EERBEAR 19,459 14,829
Cost of online services 4848 AR 1% B AN 165 3,629
Cost of television and radio advertising EREEBEERA
— Media costs — R K 916 5,261
Cost of distribution management, DHEEE BHRK
consulting and printing services: EN Rl AR 75 A A -
— Raw material — Rk 9,822 12,350
- Media costs — B A 4,304 7,155
— Other costs — B A AR 1,293 823
Depreciation (Note 7) e (KHsE7) 10,170 9,762
Amortisation (Note 8) ey (M1EE8) 3,228 16,557
Auditor’s remuneration ZER B & 4,759 4,647
Operating lease charges in respect of L NEFH
land and buildings wEHEWRE 6,108 6,373
Net loss on disposal of property, HEWE - HWEREH
plant and equipment (Note 30) EiEF 5 (M3E30) 90 20
Provision for impairment of long term RHRE EHZE-
investment, long term deposits, AR RIBEURES R
prepayment, and deposits and other H fth 8 WK IE R (B B
receivables (Note 11(ix)) (BFEE11(ix)) 126,097 358,741
Provision for impairment of trade receivables & 5 & U 3 8 5 (B B 48
(Note 10) (FfEE10) 1,042 75,708
Provision for impairment of interest in R—EEE AN
an associate (Note 9) WERE (H5E9) 46,026 -
Provision for impairment of assets held RIELEEERBERE
for sale (Note 12) (KtsE12) 1,828 -
Write-off of trade receivables (Note 10) i sH B 5 P WK IE
(BFEE10) - 11,154
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24 EXPENSES BY NATURE (continued)

25

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B B HRAR M

24 BMEE TN (&)

2014 2013
—E—mF —E—=
RMB’000 RMB'000
ARET T AR®BT T
Write-off of prepayments and i 55 78 1 5RIB K
other receivables H fib e W 3k 18 - 12,988
Loss on disposal of assets held for sales HERELEEENER 520 7,747
Net foreign exchange loss HMNEE B 15 F BR 35 310
Employee benefit expenses (including EERAFAX
directors’ emoluments) (Note 25) (BPEEEW)
(KtzE25) 73,347 78,459
Business tax BEM 3,039 7,510

EMPLOYEE BENEFIT EXPENSES (INCLUDING

DIRECTORS’ EMOLUMENTS)

25 BERAMAX (BRESEME)

2014 2013

—F-0F —E =
RMB’000 RMB’000
ARBT AR¥T T
Salaries and other allowances o kE AL 65,528 66,081
Equity-based compensation expenses LA IR 48 7 B 1t A 3 BN ) =2 - 864
Discretionary bonus [E=EAAN 1,562 4,400
Social security costs HREA 3,180 3,486
Retirement scheme contribution RAREF B R 3,077 3,628
73,347 78,459
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25 EMPLOYEE BENEFIT EXPENSES (INCLUDING
; DIRECTORS’ EMOLUMENTS) (continued)

(a)

Directors’ emoluments (a)
The remuneration of each of the director of the

Company paid/payable by the Group for the years

ended 31 December 2014 and 2013 is set out below:

25 EEEANBEX (BREEME)
(&)

EEHE

HE_ZTNFER-ZT—=F+=

AZ+—BLHEE A&LBEN//

ERARAISESHHE

T

Executive directors:
Mr. Chen Zhi (CFO)
Mr. Hong Pei Feng
Mr. Zhang Tie Zhu
Mr. Yu Shi Quan

Non-executive director:
Mr. Wang Ping
Ms. Chen Min

Independent Non-executive
directors:
Mr. Zhou Chang Ren
Mr. Wong Heung Ming, Henry
Mr. Zhuo Ze Yuan
Mr. Cai Jian Quan
(appointed on 9 June 2014)

Total

HTES:
RSEL(ERATE)
HERLE
fatidi
RERLE

FUTES:
ITEE
Reat

BUFHTES:

RECRE

ERRLE

EEREE

ERiErt(R-2-0F
AANBEZRE)

@t
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

25 EMPLOYEE BENEFIT EXPENSES (INCLUDING
DIRECTORS’ EMOLUMENTS) (continued)

(a) Directors’ emoluments (continued)

RO R MIEE

25 EERAFEX (BRESEME)

(#)
() EEMS (@)

Year ended 31 December 2013

BE-Z-=f+-fA=t+-ALEE

Salaries
and other  Discretionary Social  Share-based
Fees allowances bonus  security cost  compensation Total
Hek SRR
ik st [l HRER AEARNGH @zt
RMB'000 RMB'000 RMB'000 RMB’000 RMB'000 RMB’000
ARETFT  ARBTR AREFT AREFT  ARETRT  ARETR
Executive directors: BTES:
Mr. Chen Zhi (C£0) REXL(BREATE) - 1,932 - - 329 2,261
Mr. Hong Pei Feng ot ik - 942 - - 86 1,028
Mr. Zhang Tie Zhu REREE - 1,732 - 9 294 2,035
Mr. Yu Shi Quan REELE = 611 = 7 35 653
Non-executive director: FHTES:
Mr. Wang Ping FEEE 120 - - - 17 137
Ms. Chen Min Rext 120 - - - - 120
Independent Non-executive ~ BUFHTES:
directors:
Mr. Zhou Chang Ren RECEE 120 - - - - 120
Mr. Wong Heung Ming, Henry  E[RB% £ 120 - - - - 120
Mr. Zhuo Ze Yuan FERTE(RZT-NF
(resigned on 9 June 2014) NANBEL) 120 = = = = 120
Mr. Cai Jian Quan BRELE (RZZ-DF
(appointed on 9 June 2014) ~NANBEZE) 120 - - - - 120
Total @it 720 5217 S 16 761 6,714

During the year ended 31 December 2014, none of the
directors of the Company (i) received any emolument
from the Group as an inducement to join or upon
joining the Group; or (ii) received any compensation
for loss of office as a director or management of any
member of the Group; or (iii) waived or has agreed to

waive any emolument (2013: nil).

There was no arrangement under which a director
waived or agreed to waive any emoluments during the

year ended 31 December 2014 (2013: nil).

RBE-_Z-WNE+_A=+—HIF
€ - 7R R E S A () Y AN Sk [ A ]
EERSMAXREBEEMAKXEE R B R
B (DB EA KB ERKE ARNE
EREEEWBEMEEE  RiREX
REREEAMES (ZF—=F %)

%

BE_T-—NMF+-_A=t—HLHF
W EEEREKFBREEMNHEH
B(ZE—=%F:8)-

X

A
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRR M

25 EMPLOYEE BENEFIT EXPENSES (INCLUDING

206

DIRECTORS’ EMOLUMENTS) (continued)

(b) Five highest paid individuals

For the year ended 31 December 2014, the five

individuals whose emoluments were the highest in the

Group included 4 directors (2013: 4 directors), whose

emoluments were reflected in the analysis presented

above. The emoluments paid/payable to the remaining

1 (2013: 1 individual) individual during the year ended

31 December 2014 were as follows:

25 EERAFEX (BRESEME)

(&)

(b) BEREHFAL
BE_ZT-MNFE+-_A=t—H1t
FE-AEELEGESHFALERE
ME(ZFE—=F - NB)EF H
e RBRE EXFAE2FI0 DT -
REBEZE-_ZT—NF+-_A=+—H
HFE BN/ BRBT—F (=
—ZF —R)ALTHMEET:

2014 2013

—2-mF —E-=F

RMB’‘000 RMB'000

ARE T AREFIT

Salaries and other allowances e RHMmak 378 426
Social security costs HtIREH 4 7
382 433

For the years ended 31 December 2014 and 2013, HE-_Z—NEFR_ZT—=F+=
the emoluments of the highest paid individuals of the A= HEFE AEBHESH
Group fall within the following bands: ATHBE N F TIEE :
Number of individuals
AE
2014 2013
—E-mF —=—=
RMB’000 RMB'000
AR¥®T AREEF T
Nil to HK$1,000,000 = 21,000,000/ 7T 1 1
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B B HRAR M

25 EMPLOYEE BENEFIT EXPENSES (INCLUDING 25 EERABX (BREREEME)

DIRECTORS’ EMOLUMENTS) (continued) (#)
(c) Key management compensation (c) EEEEEHM
2014 2013
—F-mF —F-=
RMB’000 RMB’000
AR T AR¥EF T
Salaries and other allowances e kEAmmAL 8,253 8,206
Equity-based compensation expenses LA B 8 7 B0 A 357 B A S - 864
Social security costs HIREH 71 50
8,324 9,120
26 FINANCE INCOME/(COSTS) — NET 26 MEWE S (RA) —BE
2014 2013
—E-F —E—=
RMB’000 RMB’000
ARET T AR®BT T
Finance income: BhE U
— Interest income on short-term bank deposits — %2 B4R 1775 Z &0 ) Bk A 1,239 454
Finance costs: BhE R AN
— Bank borrowings —RITER - (1,839)
- Bank charges —R1ITEH (62) =
Finance costs — net BB AR —F 1,177 (1,385)
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SO SRR MIEE

27 INCOME TAX EXPENSE

27 FRiEBiBAX

2014 2013
—F-mF —E-=F
RMB’000 RMB'000
AR¥ T ARETF T
Current income tax BIVEA P15 7%
Mainland China enterprise income tax PR REDSERER
— Current tax — BIHAFE 18 1,519 16,506
— Under/(over) provision in prior years - BEFERETRS
(HBRERE) 3,481 (171)
5,000 16,335
Deferred income tax RIEFTER (682) (2,620)
4,318 13,715

The Group is not subject to Hong Kong profits tax as it has

no assessable income arising in or derived from Hong Kong
during the years ended 31 December 2014 and 2013.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RO R MIEE

27 INCOME TAX EXPENSE (continued) 27 FiiEwiBx (&)

Xiamen Duke was granted the qualification as a new and
high-tech enterprise, and was entitled to the tax rate of
15% for year ended 31 December 2014 (2013: 15%). The
taxation on the Group's loss before income tax differs from
the theoretical amount that would arise using the weighted
average tax rate applicable to profits of the consolidated

entities in the respective jurisdictions as follows:

ErERESHEMEEER RBE=
T-—NE+-_A=-+—ALFEEEZE
F15% (ZT—=F:15% )W B XK
SEBRAEHAIBENRBERERERER
REREREREOEHFEEER &M
BEARRAENERSBECHNESE
wmr

2014 2013
—2-mEF —E—=F
RMB’000 RMB'000

ARBTR ARETIT

Loss before income tax B FT1S R R E 18 (302,786) (500,670)
Tax calculated at domestic rates applicable RERNEERDEERE
to profits of the entities in the respective LR A Ay i 7 B X
jurisdictions FTEBEIR (77.622) (127,875)
Tax effects of: LTHEENHEBEXE:
— Income not subject to tax —BEBTWA (812) (233)
— Expenses not deductible for tax purposes — A B 59,679 133,085
— Tax losses for which no deferred income —ABERELEFMBREE
tax asset was recognised BB TS S 18 19,751 13,511
— Effect of tax holiday —HEARHNTE (159) (4,602)
— Under/(over) provision in prior years - BAFEREBETR
(EBEEE) 3,481 (171)
4,318 13,715

The weighted average applicable tax rate was 25.6% (2013:
25.5%). The slight increase is mainly caused by the increase
in profit before income tax of certain subsidiaries which were

entitled to higher applicable corporate income tax rates.

MEFHERARER25.6% (ZF—=
F:255%) BHRITEHRETE
ARmERTRMEHREONE QR
[ P15 5 AT i 15 0 AR B -
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SO SRR MIEE

28 LOSS PER SHARE

(a) Basic

Basic loss per share for the years ended 31 December
2014 and 2013 is calculated by dividing the loss
attributable to equity holders of the Company by the

weighted average number of ordinary shares in issue

during the year.

28 BREIE
(a) B

st
= o
7t

BE_Z-—NFR_ZF—=F+_=
A=+—-HLFENFGRERER
TR R EEETE ARG EEK
AF B 31T & BN T 158Gt

2014 2013
=F-mF —F—=
Loss attributable to equity holders of RAFERFEEARLER
the Company (RMB’000) (AR®BTFIT) 304,174 516,834
Weight average number of BTN INAE F &
shares in issue (thousands) (Fr) 839,942 839,942
Basic loss per share (RMB per share) BREAXREE
(BRAR®) 0.3621 0.6153

(b) Diluted

Diluted loss per share is calculated by adjusting
the weighted average number of ordinary shares
outstanding to assume conversion of all dilutive
potential ordinary shares. For the year ended 31
December 2014, the Company's share options issued
under the pre-IPO share option scheme were the sole
category of dilutive potential ordinary shares where the
effect of the assumed conversion of these potential

ordinary shares outstanding during the year was anti-

dilutive (2013: the same).

29 DIVIDEND

No dividend has been declared by the Company since its

incorporation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRAR M

30 NOTES TO THE STATEMENT OF CASH
FLOWS

(a)

Cash used in operation

30 BEREBERME

(a)

FrARE

2014 2013
—2-NF —T-=%
Note RMB’000 RMB’000
B AR¥T R ARBTFT
Loss before income tax WA AT E B (302,786) (500,670)
Adjustments for: BTHSEEL AR
Depreciation e 7 10,170 9,762
Amortisation 5 8 3,228 16,557
Net loss on disposal of property, HEWE - BKEREHR
plant and equipment BiEEE 24 90 20
Provision for impairment of long RHKRE Riike:
term investments, long term BERBEARES R
deposits, prepayments, and Hofth FE W R TR (B B B
deposits and other receivables 11 126,097 358,741
Provision for impairment of trade 2 5 EW A
receivables D RERC 10 1,042 75,708
Share of post-acquisition losses of — JE/GEE 2 A Rl UK EE 12
associates &8 9 5,191 169
Provision for the impairment of R — R & R EH
interest in an associate B EEE 9 46,026 -
Provision for impairment of assets ¥ {EH & & E B & #
held for sale 24 1,828 -
Provision for legal claims EEBRRERE 37 17,329 =
Provision for administrative foreign  §ME % Z 17 &
exchange penalty 37 23,160 =
Provision for impairment of U 5 i R AR
receivable from Yueyang ARZERZBRERE
Intermediate People’s Court 11,37 22,000 =
Write-off of prepayments and i SH TE A 3E K
other receivables H At fE U5 IR 24 - 12,988
Write-off of trade receivables WIHE F WA 10 - 11,154
Finance income BE s 26 (1,239) (454)
Finance costs B& AR 26 62 1,839
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwR M

30 NOTES TO THE STATEMENT OF CASH 30 RERERMEE (E)
FLOWS (continued)
(a) Cash used in operation (continued) (o) REFMARE (&)
2014 2013
= —EF=F
Note RMB'000 RMB'000
B 5F AR TR ARBF T
Loss on disposal assets held for HERIEHEEENEE
sale 12 - 7,747
Equity-based compensation VARG HE A E R R E BN 7
expenses 25 - 864
Gain on disposal of HEAHHEREN RS
available-for-sale investment - (33,664)
Gain on disposal of subsidiaries HE B A R A 23 (315) -
Changes in working capital: EEESEE:
— Trade receivables —Z F WA (7,977) 37,077
- Inventories -F& 226 1,111
— Prepayments, deposits and —ENFE -Ze Rk
other receivables H At fE U TR 4,101 (34,711)
— Amounts due from related — AR EE A LA
parties (4,497) (10,967)
— Trade payables —B S ERHIE 589 1,008
— Other payables and accrued —H o R RIE R
expenses fEETA X 3,324 (15,935)
- Amounts due to related —EREATRIEA
parties 1,574 (714)
Cash used in operations KEARE (50,777) (62,370)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRAR M

30 NOTES TO THE STATEMENT OF CASH
FLOWS (continued)

30 REFRERMEE (F)

Disposal of property, plant and equipment b) HEVXE BERRE
In the statements of cash flows, proceeds from disposal ReRERTPLEME BB RK
of property, plant and equipment comprise: HEOFEFRIEELE:
2014 2013
k2 —F—=
RMB’000 RMB’000
ARET ARBT T
Net carrying amount (Note 7) FREDERE (ME7) 6,536 416
Net loss on disposal of property, LEWME - HEREED
plant and equipment (Note 24) E 1855 (H5k24) (90) (20)
Total consideration from disposal of HEWE - WERZHED
property, plant and equipment REHTA 6,446 396
Disposal of property, plant and HE M B R A
equipment due to disposal of HEME HWEKEE
subsidiaries (Note 36) (Ft5E36) (5,880) (10)
Cash consideration from disposal of HEWME - BEREED
property, plant and equipment ReRE 566 386
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRRMEE

30 NOTES TO THE STATEMENT OF CASH 30 HERERMTE (E)
FLOWS (continued)

(c) Disposal of subsidiaries (c) HEKBQA
In the statements of cash flows, net cash outflow on RenBrkhPHEMBRATNRE

disposal of subsidiaries comprise: T F A
2014 2013
—EB-QmF —EB-=F
RMB’'000 RMB'000

ARBTR ARETT

Cash consideration received (Note 36) EWER e RE (KFE36) 489 33,657
Cash and cash equivalents FFTHERSRREEE

disposed (Note 36) HE (Ki5E36) (4,414) (34,000)
Net cash outflow from disposal of TEWBRAAINES

subsidiaries included in the MEEERE (FTARE

cash flows from investing activities EBBRERE) (3,925) (325)

(d) The principal non-cash transaction is (i) the d TZH#BRSRIRORNEEES

reclassification of restricted cash of RMB1,798,000 to BRARZREEABARAEER
other receivables after the enforcement order issued by MM EBARRITRPMNE AR
the Higher People's Court of Liaoning Province to draw 17,250,000t M ITH EE 1% -
RMB17,250,000 from bank accounts of a subsidiary of =R 6 3R & A K #1,798,0007T
the Group (Note 37) and (ii) properties amounting to B O AT H A U RIE (KT &
RMB48,895,000 received by the Group as settlement 37) s R(DAEBE RO AR
of deposits for marketing and promotion projects by 48,895 0007ﬂ%¥ ERETHE
certain commercial customers (Note 11(iv)). EPAELZHKREBEEENRS

(BEE11GV)) ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HRAR M

31 COMMITMENTS

(a)

(b)

Operating lease commitments — Group

The future aggregate minimum lease payments under

31

I

(o) REHENERE-FTEEH
TAMEEEHON A RZEHEE

non-cancellable operating leases are as follows: NFBEINT
2014 2013
—EB-mEF —T—=
RMB’000 RMB'000
AR T AR¥T T
Not later than 1 year —FUT 5,105 5,305
Later than 1 year and —FUER
not later than 5 years HEFAT 7,792 10,270
Later than 5 years AFLE 1,467 1,533
14,364 17,108

Commitment for exclusive cooperative

agreements — Group

The future aggregate payments under non-cancellable

b) BREFHEEAE-FEH

TRHIEBRA FiH#E B RN

exclusive cooperative agreements are as follows: BEWT
2014 2013
—F-mF =TT
RMB’000 RMB'000
AR T AR¥T T
Not later than 1 year —FUT 63,800 119,910

Later than 1 year and not later than —FUER

5 years HEFT 227,000 259,240
Later than 5 years AFLE 795,000 891,040
1,085,800 1,270,190
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31

COMMITMENTS (continued)

(c) Other capital commitments
On 13 June 2014, the Group has entered into an
agreement with Xiamen Information Group Ltd.
for the purchase of level 23 and 24 of the research
and development building no. A01 situated in the
first phase of Xiamen Software Park Il for a total
consideration of RMB22,164,000. The Group has
made a deposit of RMB6,694,000 (Note 11(ii)) on 16
June 2014 and has obtained a 7 year mortgage loan
on 29 January 2015 in connection with the remaining
payment amounting to RMB15,470,000. For details of

the mortgage loan obtained, refer to Note 38.

32 RELATED-PARTY TRANSACTIONS

216

For the purposes of these consolidated financial statements,
parties are considered to be related to the Group if the party
has the ability, directly or indirectly, to exercise significant
influence over the Group in making financial and operating
decisions, or vice versa. 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. Parties are also considered to be related if

they are subject to common control.

In the opinion of the directors of the Company, the related
party transactions were carried out in the normal course
of business and at terms mutually negotiated between the

Group and the respective related parties.
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32 RELATED-PARTY TRANSACTIONS (continued)

(a)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are of the view that the
following companies/individuals were related parties
that had transactions or balances with the Group
during the year ended 31 December 2014:

Name

L e 2

Mr. Chen Zhi

BREXLE

Ms. Zheng Shou Ling

LIS S g

China TopReach Inc.
FERIRERAERA A

Fujian ShiFang Digital Technology Co., Ltd

BE+TTHEBRMAR AR

Beijing Wangxin Gaoke Information
Technology Co., Ltd.
EREESRHERRMAR AR

Fujian Lanting Network Technology
Holding Limited Company
REWEMERERRDBRA R

Mr. Zhang Tie Zhu
SRS A

Mr. Hong Pei Feng
HIRIE S A

RO R MIEE

32 MEALXRS (&)

(a)

AATREBEERA UWTFRFLEA
RRBE_ZT—NF+A=+—
HIEFEANRREEETR ST
BRESHEBEAL:

Relationship with the Group
BRAEEAER

Executive director of the Company/Chief Executive
Officer of the Group

ARRRITES AEBEERRTE

Spouse of the Chief Executive Officer of the Group
REBERATE NS

Immediate holding company

BERERAA

Controlled by the Chief Executive Officer of the Group
HAEEERRITE

Controlled by the Chief Executive Officer of the

RARBEFERITE ZEH

A significant shareholder of a subsidiary of the Group

AEE-RRBARNEZRR

Director of the Company

Executive director of the Company

ARFRATES
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32 RELATED-PARTY TRANSACTIONS (continued)

(a)

218

(continued)

Name

BB B

Mr. Yu Shi Quan

RIGELE

Mr. Qiang Yi Bing

SR IR ST

Mr. Wang Ping
FFEE

Ms. Chen Min
R B 2 &

Liaoning Baixin Media Company Limited

BEAEERERAQA

Ms. Chan Ching Vi
BREME L

Mr. Pan Jian Ping
WL

Ms. Chen Xiao Min
BRIz +

Ms. Zhang Yan Wen
RIE LT

Mr. Xu Kai Ning
e bt S
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32 MEALXRS (&)

(@) (&)

Relationship with the Group
HASEWER

Executive director of the Company/Chief Financial
Officer of the Group
ARBRITES HAEEEFEVBE

A close family member of a director of the Company

ARB—REFNAH

Non-executive director of the Company

ARBFATES

Non-executive director of the Company

ARBFATES

A significant shareholder of a subsidiary of the Group

AEE-RHRBARNEZRR

Key Management of the Group
REBXBEEBAER

Key Management of the Group
REBXBEEBAER

Key Management of the Group
REBXEZEEBAER

Key Management of the Group
REBXZEEBAER

Key Management of the Group
REBXBEEBAER



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

RO R MIEE

32 RELATED-PARTY TRANSACTIONS (continued) 32 BAEALXRZ (&)

(a)

(continued)

Name

BB B

Mr. Zheng Bo Ling
EAte kE

Mr. Li Gang
W5 &

Mr. Cai Jian Quan
g Binkas

Mr. Zhou Chang Ren
BECEAE

Mr. Wong Heung Ming, Henry
EMEALLE

(@) (&)

Relationship with the Group
HASEWER

Key Management of the Group
REBTXTEEEAER

Key Management of the Group
REBTXTEEEAER

Independent non-executive director of the Company

ARBBILIFNTES

Independent non-executive director of the Company

ARBBILIFNTES

Independent non-executive director of the Company

ARBBILIFNTES

The above names of certain related parties companies
represented the best effort by management of the
Company in translating their Chinese names as they do

not have official English names.

EFIETREALAANEX AT
CEUNO ] PELC & P
BEmRE RELEHARYLE
ERHEXAH-
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SO SRR MEE

32 RELATED-PARTY TRANSACTIONS (continued)

(b) Transactions with related parties:

The following transactions were undertaken by the

Group with related parties during the year ended 31

(b)

32 MEALXRE (&)

BEEEALTETHNRS:
AEERBE-_FT—NFE+=-A

=t BUFERREATETN

December 2014: TR
2014 2013
—F-—HmF —E-=F
RMB’'000 RMB'000
ARET AR®BTT
Continuing transactions: FEZ5
Key management compensation FEEEABSFH
(Note 25(c)) (F$5E25(c) ) 8,324 9,120
2014 2013
—2-mF —F-=
RMB’'000 RMB'000
ARET ARBT T
Non — continuing transactions: FRBERH
Advertising service cost & & AR 5 B AR = 1,080
The transactions with related parties were conducted BEEATETHNR S DIERAE
in accordance with commercial terms mutually agreed B BB A T E W R R K
between the Group and the respective related parties. SRHETT
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32 RELATED-PARTY TRANSACTIONS (continued)

(b)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Transactions with related parties: (continued)

The amounts below represented expenses paid by the

Group on behalf of China TopReach Inc., a significant

RO R MIEE

32 BEALXS (&)
(b) EEBIEALETHRS: (M)
ATHEHEAEBREADANE
ERFFERFERERAALN

shareholder of the Company. BB SE o
2014 2013
—F-—HmF —E-=F
RMB’000 RMB'000
ARBT T ARETF T
Expenses paid on behalf of RERBEALHRABEX:
related party:
A significant shareholder of RARF—BEERRE
the Company 5,450 8,478
5,450 8,478

Balances with related parties

As at 31 December 2014 and 2013, the balances are

unsecured, interest-free and are repayable on demand.

(c) EHBEEALTFENE
RZE—NFR-_ZT—=F+=A8
=t+—H #%AEIKE SEKE

2014 2013
—E-NF —E =
RMB’000 RMB'000
ARMT T ARETF T
Amount due from a significant EWAAREERRRIE
shareholder of the Company
- non-trade —¥E5S 20,444 14,994

The maximum balance due from a significant
shareholder of the Company during the year ended
31 December 2014 was RMB20,444,000 (2013:

RMB14,994,000).

REBEE-ZT—NF+=-A=+—
BIEFE BREARA—BEE
BRERRENESEHRA/ARE
20,444,000 (Z T —Z=Z4F: AR
#14,994,0007T) °
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32 RELATED-PARTY TRANSACTIONS (continued)

(c)

222

Balances with related parties (continued)

(c)

32 BEALTRF (&)

BHEEATFANGRR (&)

2014 2013
—2-mF —T=F
RMB’000 RMB’000
ARE T ARBTT
Amounts due from related parties EWEEALTRIE
- non-trade -¥EH
Non-controlling shareholders of AEBWNB QRN
subsidiaries of the Group FEFERR AR R 1,790 3,791
Mr. Chen Zhi RE L& - 730
Key management of the Group REBEFZERAE 2,130 -
A company controlled by the CEO of PANCS l%f%ﬂﬂﬁ
the Group FriE il — A 7] - 352
3,920 4,873
24,364 19,867
As at 31 December 2014 and 2013, the balances are RZE—WFERZFE—=F+=A

unsecured, interest-free and are repayable on demand. =t+—B ZEAHKREER 28
REERER

2014 2013
—F-mF —T-=F
RMB’000 RMB'000
AR¥® TR ARETF T

Amounts due to directors: ERESRE:
Mr. Chen Zhi PR & ST A& 959 -
Mr. Hong Pei fang IR I e A 109 109
Mr. Zhang Tie zhu ok 88 1 55 A 47 132
Others EAh 116 104
1,231 345
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

32 RELATED-PARTY TRANSACTIONS (continued)
(c) Balances with related parties (continued)
The balances mainly represent the directors’ fee

payable to the directors.

32

RO R MIEE

BEALRZ (&)
(c) EBEALFEHNER ()
RERBIBEBNESNESN

N
e

2014 2013
—E—F e == =
RMB’000 RMB’000

ARET T ARETT

Amount due to a related party — EBN—aMEALRHE
non-trade (non-current portion) —¥E5 (FRBHHD)
A non-controlling shareholder of REB—RHERR®
a subsidiary of the Group — B IEERAR R 688 -

The balance due to a non-controlling shareholder is
unsecured, interest-free, with no fixed repayment term
and repayable upon mutual agreement between the

Group and the non-controlling shareholder.

33 RETIREMENT BENEFITS SCHEME

The employees of the Group’s subsidiaries established in
the PRC are members of a central pension scheme operated
by the local municipal government. These subsidiaries are
required to contribute certain percentage of the employees’
basic salaries and wages to the central pension scheme
to fund the retirement benefits. The local municipal
government undertakes to assume the retirement benefits
obligations of all existing and future retired employees of
these subsidiaries. The only obligation of these subsidiaries
with respect to the central pension scheme is to meet the

required contributions under the scheme.

33

BN — BRI BR AR A ER
2R RERETEERY YERA
B Rz A IR EBRBIRMBE fh#

g -
RINEA G E
AEBERERTONBARNERS

B3 75 T IR P& R RO R SRR K 5 8 -
BRNBRRARBENEAHFERT
BMETBED AP RERSFTEI R
PABTIRRAE R © 4075 T BUR A Re A 2R
AHEARNABRERRKENREER
MRAKRBMEE - ERANB AR RE
RETEINME— B ETRE EEL AT
ME BB o
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23

34

224

RETIREMENT BENEFITS SCHEME (continued)
The total contributions incurred in this connection for
the year ended 31 December 2014 were approximately
RMB3,077,000 (2013: RMB3,628,000). No forfeited
contributions are available to reduce the contribution

payable by the Group in the future years.

STOCK OPTIONS SCHEME

(a) Pre-IPO Share Option Scheme
Pursuant to a resolution in writing passed by all the
shareholders of the Company on 26 February 2010,
the Company conditionally approved and adopted a
Pre-IPO Option Scheme (the “Pre-IPO Share Option
Scheme”). By the same resolution, the Company
granted 27,456,156 share options to its directors and
employees which are exercisable under the following

terms:

(i)  The exercise price of the option should not be less
than 100% of the fair market value of the shares
as at the grant date as determined by valuer

appointed by the Company;

(i)  40% of total options granted become exercisable
a year after grant date, another 30% also
become exercisable 2 years after grant date and
remaining 30% become exercisable 3 years after

grant date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

34 STOCK OPTIONS SCHEME (continued)

(a)

Pre-IPO Share Option Scheme (continued)

The fair value of the employee services received
in exchange for the grant of the share options is
recognised as an expense, with a corresponding
adjustment to equity-based compensation reserves,
over the vesting period. At the end of each reporting
period, the Company revises its estimates of the
number of options that are expected to vest. It
recognises the impact of the revision to original
estimates, if any, in the consolidated statement
of comprehensive income, with a corresponding
adjustment to equity. For the year ended 31 December
2014, no equity-based compensation expenses were
recognised (2013: RMB864,000).

Each share option gives the holder the right to

subscribe for one ordinary share of the Company.

The weighted average fair value per share option
granted during the period is determined by using the
binomial option pricing model and it was HK$0.57
per option. The significant inputs into the Binomial
option pricing model in determining the fair value of
the share options granted by the Company are: the
fair market value at the grant date of HK$1.79 per
option, exercise price of HK$1.82, volatility of 40.66%,
expected option life of 4.4 years, dividend yield of 0%,
and risk-free annual interest rate of 1.493%. Expected
volatility is estimated based on historical volatility of
the comparable companies over the period that has the

same length as the expected life of each grant.

RO R MIEE

34 Rz E (&)

(a)

BAXAAHABEAMBRESS
(#&)
REBRELRDNESRBOAA
BERGBEHANBERAR S IR
VAR 18 7 B Tt 60 35 B % 1% /EAB B 3
BoNEWMEHR  ARAHSTTEY
TEESETHBEERESE MG
EEHEEBERERISITIREM
AHRE (A WHERED
HEAE -B=Z—_T—HWNF+=A
ST —RIEFEWEERARER
ERNFMWHRZ (ZT—=F: AR
#864,0007T ) °

AR T 55 ARBARF
— IR IR EOREF -

ROEAHEEEENETEDNE
NEEHZHERENNEFTHR
REBEROSTBT EEEARRA
IRt BRENRABER 18
AR ETERETANEZEGA
BRA:BEEBHNAATEENE
MR AE1.79%8 T 1T1EE1.828
R I840.66% ~ T8 HA 8 AR 4 A X AP
445 RBEO% K ERKRFER
1.493% o BB 18 TH IR IR Pl & LL 8
RAIREZRE L BRENTERSE
HA A8 [R] #9278 0 38 72 R R (A 5t o
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34 STOCK OPTIONS SCHEME (continued)

(a)

Pre-IPO Share Option Scheme (continued) (a)

Movements of Pre-IPO Share Option Scheme during
the year ended 31 December 2014 and 2013 are as

34 RizH#EE (&)

BRABERERNBERESE
(&)
BARAMEEIERETESNER
—ENERZT—=F+ZAH

follows: = t—HLEFENSEBHOT
Held at
1 January and Lapsed Held at
31 December during 31 December
2013 the year 2014 Grant date Expiry date  Exercise Price
R-B-=%
-A-AR RZZ2-mf
t=A=t-8 t=A=1-7
BE RERKH 2] RHAH %A k@
Directors E 24,161,417 (24,161,417) - 26February 2010 2 December 2014 HK$1.828 7T
It S 22 —E-mE
g ks = TZAZH
Other employees HitiES 3,294,739 (3,294,739) - 26February 2010 2 December 2014 HK$1.82/8 T
It S 22 —E-mE
g ks = TZAZH
27,456,156 (27,456,156) -

As at 31 December 2014, no options were exercisable.

All of the outstanding share options have expired on

2 December 2014. Following the expiry of the Pre-

IPO Share Option Scheme, equity-based compensation

reserve amounting to RMB13,850,000 was transferred

to accumulated deficits.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

34 STOCK OPTIONS SCHEME (continued)

(b)

Share option scheme

Pursuant to the resolutions in writing passed by the
shareholders of the Company on 8 November 2010,
the Company adopted a share option scheme on
8 November 2010 (“Share Option Scheme”). The
purpose of the Share Option Scheme is to provide
incentive or reward to (i) any full-time or part-time
employees, executives or officers of the Company
or any of its subsidiaries; (ii) any Directors (whether
executive or non-executive, including any independent
non-executive Director) of the Company or any
of its subsidiaries; or (iii) any advisors, consultants
suppliers, customers and agents to the Company or any

subsidiaries (each “Eligible Person”).

The Board of Directors may, at any time within 10 years
after the date of approval of the Share Option Scheme,
make an offer to grant options to any Eligible Person.
The subscription price for shares granted pursuant to
the Share Option Scheme shall be determined by the
Board of Directors in its absolute discretion and shall be

at least the highest of:

(i)  the closing price of the Shares as stated in the
Stock Exchange’s daily quotations sheet on the

date of offer;

(i) the average of the closing prices of the shares as
stated in the Stock Exchange’s daily quotations
sheets for the five business days immediately
preceding the date on which such offer is made;

and

(iii) the nominal value of shares of the Company.

RO R MIEE

34 B HESE (&)

(b)

BRETE

BREARRBRRR _T—FF+—
ANBBBENEMRHAR AR A
R-ZZF—ZFF+—-A/\BRABK
rrE (TR AR E]) - BAE
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(=GR = PNCIEORER B A 1
B -TRABEMRBE: ()ALQ
AIREEMMBRARNEMES
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BABRMEMAER FRAL #
R BEPERRE(ERIAERBA
e

SR NERE S &L EE R
BTFABKAEFANAEBALRE
ERHERE REBRESSR
ﬁmkhﬂﬁﬁmi$ 2HEERB

AFBERTIEENRR
EE

i)y BRORREE2RHBEREEAHE
B X P B RE R RAOM T

i

(i) BORBEERREEROEREE
HRiAfE=EXAEBIAER
BEXRAHROFHRHE: K

(i) ARARIDEEE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BB HwR M

34 STOCK OPTIONS SCHEME (continued)

228

(b)

Share option scheme (continued)

The total number of Shares in respect of which options
may be granted under the Share Option Scheme is
not permitted to exceed 10% of the total number
of shares in issue as at the Listing Date, 73,216,512
Shares, without prior approval from the shareholders
of the Company. The maximum number of shares
which may be issued upon exercise of all outstanding
options granted, and yet to be exercised, under the
Share Option Scheme and any other share option
schemes of the Company must not exceed 30% of
the issued share capital of the Company from time
to time. The total number of shares issued and to be
issued upon exercise of all options granted under the
Share Option Scheme to each Eligible Person (including
both exercised, cancelled and outstanding options) in
any 12-month period shall not exceed 1% of the total
number of issued shares of the Company. Any further
grant of share options in excess of this limit is subject

to shareholders’ approval in a general meeting.

Share options granted to a director, chief executive
or substantial shareholder of the Company, or to any
of their associates, are subject to approval in advance
by the independent non-executive directors of the
Company. In addition, if shares issued and to be issued
upon exercise of all options granted under the Share
Option Scheme (including options exercised, cancelled
and outstanding) to a participant who is a substantial
shareholder or an independent non-executive director
of the Company, or any of their associates, in any
12-month period (i) represent in aggregate more than
0.1% of the total number of shares in issue, and (ii)
have an aggregate value, based on the closing price of
the shares of the Company at the date of each grant,
in excess of HK$5,000,000, the proposed grant of
option must be approved by the shareholders of the

Company in a general meeting.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

34 STOCK OPTIONS SCHEME (continued)

(b) Share option scheme (continued)
The amount payable on acceptance of an option is
RMB1.00. The exercise period of any option granted
under the Share Option Scheme shall not be longer
than 10 years from the date of grant of the relevant
option. There is no minimum period for which an
option must be held before the exercise of the option
except otherwise imposed by the board of Directors. As
at 31 December 2014 and 2013, no share option had

been granted under the Share Option Scheme.

35 TRANSACTIONS WITH NON-

CONTROLLING INTEREST

On 24 December 2014, the Group has partially disposed
of 30% equity interest in Liaoning Aohai TianYi Media
Advertisement Co., Ltd. (“Liaoning Aohai”) reducing
its equity interest held to 70% as a result of Group
restructuring for no consideration. As a result, an amount
of RMB12,520,000 (being the proportionate share of the
carrying amount of the net liabilities of Liaoning Aohai)
has been transferred from non-controlling interests. The
difference of RMB12,520,000 between the decrease in non-
controlling interest and the consideration received has been

credited to capital reserves.

On 31 December 2013, the Company acquired an additional
49% of the issued shares of Shenyang ZhuQin ShiFang
Media Development Co. Ltd., (“Shenyang ZhuQin ShiFang")
for a purchase consideration of RMB2,381,000. The carrying
amount of the non-controlling interest in Shenyang ZhuQin
ShiFang on the date of acquisition was RMB2,381,000. The
Group recognised a decrease in non-controlling interests of
RMB2,381,000 as a result of this transaction.

RO R MIEE
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(b) BRESTE (&)
REMBRESENNEER/AR
¥1.007T - RIREIREST 2R B &
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36 CONSIDERATIONS FROM DISPOSAL OF

SUBSIDIARIES

During the year, the Group entered into sale and purchase
agreements with independent third parties to dispose of
controlling equity interests in certain subsidiaries (“Disposed
Companies”) for total cash considerations of RMB489,000
("Disposal”). As a result of the Disposal, 30% equity interest
in Beijing HanDing Limited was retained by the Group and
is accounted for as an investment in an associate by the

Group.

The Disposal was completed during the year ended 31
December 2014.

The aggregate net assets of the Disposed Companies at
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FR AEERBYE-HIVUEE D
FOUEERETHEBAR(EHEAR
Al RIERR AR BREREAAR
#489,0007T ([HEFIE]) - HREITH
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HEARRNEERHNFEELEN

disposal were as follows:

[
T

2014 2013
—E2-nmE —F-=F
RMB’'000 RMB'000
ARBT T AREF T
Net assets disposed of: FHEREE:

Property, plant and equipment ME - WERZE 5,880 10
Intangible assets mEEE 94 -
Inventories RS 3 -
Trade receivables — net B HEWIE—F 6,478 -

Prepayments, deposits and other ENFIE Ee Kk
receivables H g W kI8 11,808 72,400
Cash and cash equivalents RekReFMEEAER 4,414 325
Trade payables g S EMNFE (1,353) -
Other payables and accrued expenses H A FE RIE R R X (23,160) (22,034)
Income tax payables JE TSR (3,715) (16,701)
Non-controlling interests FEPE IR M AR 70 -
519 34,000
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36 CONSIDERATIONS FROM DISPOSAL OF

RO R MIEE

36 HEMBLAAWNKRE (&)

SUBSIDIARIES (continued)

2014 2013
—F-mF —F-=F
RMB’000 RMB’000
AR¥T T ARETT
Fair value of equity interest of Beijing AEEFRREBILERERES
HanDing Ltd. retained by the Group BRAARAEZRH
(Note a) AREE (MiEa) (345) =
Gain on disposal of subsidiaries (Note 23) LEMBQ AR
(F$5E23) 315 -
489 34,000
Satisfied by: A
— Cash considerations —BaKE 489 -
- Non-cash considerations (Note b) —FBRENRE (MsEb) - 34,000
489 34,000
Net cash outflow arising on disposal of HEMBATRELEWN
subsidiaries ReRHFE
Cash consideration received BKRERE 489 -
Cash and cash equivalents disposed FEER e kREEMEER (4,414) (325)
Net cash outflow on disposal of HEWNBRARMNERSR
subsidiaries included in cash flows FE(FFAREES
from investing activities FriSl&nE) (3,925) (325)
Notes: B &
(@)  Fair value of 30% equity interest in Beijing HanDing (@ AEEFMRBLIRZESESHERAA

Limited retained by the Group is determined based on
the proportionate share of the net asset value of the said

company.

Non-cash consideration of RMB34,000,000 was
correspondingly offset by payable balances due to the

purchaser.

30% A K A B EKRBIZLHIE
HERRBMEEFEEE

JEIR & R 18 AR %34,000,0007T 1 & 1+
B AR -
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37 CONTINGENT LIABILITIES

232

The Group follows the guidance of IAS37 "Provisions,
Contingent Liabilities and Contingent Assets” to determine
when should contingent liabilities be recognised, which

requires significant judgement.

A contingent liability will be disclosed when a possible
obligation has arisen, but its existence has to be confirmed
by future events outside the Group’s control, or when it
is not possible to calculate the amount. Realisation of any
contingent liabilities not currently recognised or disclosed
could have a material impact on the Group's financial

position.

The Group reviews significant outstanding litigations in
order to assess the need for provisions. Among the factors
considered are the nature of the litigation, legal processes
and potential level of damages, the opinions and views
of the legal counsel, and the management’s intentions to
respond to the litigations. To the extent the estimates and
judgements do not reflect the actual outcome, this could
materially affect the results for the year and the financial

position.

(a) Fine Imposed by Fujian Province Branch of the

State Administration of Foreign Exchange

On 15 April 2014, a subsidiary of the Group received a
letter of administrative penalty notice (Min Hui Gao No.
[2014] 2( B [E £ [2014]25%) ) issued by Fujian Province
Branch of the State Administration of Foreign Exchange
to impose a fine of RMB11,580,000 on that subsidiary
in relation to certain of its foreign exchange settlement

transactions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

37 CONTINGENT LIABILITIES (continued)

(a)

Fine Imposed by Fujian Province Branch of

the State Administration of Foreign Exchange
(continued)

On 21 April 2014, the subsidiary applied for a hearing
which was subsequently accepted by Fujian Province
Branch of the State Administration of Foreign Exchange
on 25 April 2014.

On 14 July 2014, the subsidiary received the opinion of
hearing (527 & 8 £[2014]15% ) issued by the Fujian
Province Branch of the State Administration of Foreign
Exchange. The hearing officers advised Fujian Province
Branch of the State Administration of Foreign Exchange
to maintain the proposed fine as stated on the letter of
administrative penalty notice (Min Hui Gao No. [2014]
2(EEE[2014]25%) ).

On 21 July 2014, the subsidiary received a letter of
administrative penalty decision (Min Hui Fa No. [2014]
S(FEEI[2014]55%) )
of the State Administration of Foreign Exchange to
impose a fine of RMB11,580,000.

issued by Fujian Province Branch

The subsidiary shall remit the fine of RMB11,580,000
to a designated account for fines and penalties within
15 days from the date of receiving the letter of
administrative penalty decision. In the event of non-
payment of fine when overdue, Fujian Province Branch
of the State Administration of Foreign Exchange shall
impose an additional daily penalty of 3% on the
amount of such, or apply to the People’s Court for
enforcement. Accrued additional daily penalties shall

not exceed the original fine of RMB11,580,000.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SO SRR MIEE

37 CONTINGENT LIABILITIES (continued)

(a) Fine Imposed by Fujian Province Branch of

the State Administration of Foreign Exchange

(continued)

The subsidiary has applied to the State Administration
of Foreign Exchange for an administrative review.
On 3 November 2014, the State Administration of
Foreign Exchange issued a letter of administrative
reconsideration decision (Hui Fa No. [2014] 45F& 2
[2014] 45%%) to the subsidiary, stating the letter of
administrative penalty decision (Hui Fa No. [2014] 5)
dated 21 July 2014 will be upheld and the said

enforcement order will not be suspended during the

period of the administrative review.

On 20 November 2014, the subsidiary brought an
administrative lawsuit to the Fuzhou City Gulou

District People’s Court (“Fuzhou People’s Court”) and

is awaiting the judgement of the court.

Notwithstanding the lawsuit that was brought to
Fuzhou People’s Court, the management has made a
provision of RMB23,160,000 in respect of the penalty
charge and daily penalty charges, which has been

included in the statement of comprehensive income.

To facilitate the streamlining of the Group’s structure,
the aforementioned subsidiary was disposed to an

independent third party of the Group, on 24 December

2014.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

37 CONTINGENT LIABILITIES (continued)

(b)

Lawsuits between the Group and Shenyang
Media Corporation
On 26 July 2011, Shenyang Media Corporation
unilaterally terminated the Comprehensive Cooperation

Contract with the Group.

A subsidiary of the Group received a summons
issued by the Shenyang Intermediate People’s Court
in Liaoning Province (the “Shenyang Intermediate
People’s Court”) on 25 October 2011, where Shenyang
Media Corporation claimed the subsidiary for, among
others, a total sum of RMB17,328,767 being the
outstanding advertising fees payable by the subsidiary
to Shenyang Media Corporation (the “Case 1").

On 22 December 2011, the subsidiary filed summons
of claim to the Higher People’s Court of Liaoning
Province (the “Higher People’s Court”) against
Shenyang Daily Agency and Shenyang Evening News
Media Corporation, where the Group sued Shenyang
Daily Agency and Shenyang Media Corporation for,
among others, a total sum of RMB105,579,352, being
the outstanding advertising fees payable by Shenyang
Daily Agency and Shenyang Media Corporation (the

“Case 2") to the subsidiary.

On 8 March 2012, the subsidiary received a civil
judgement issued by the Higher People’s Court in
relation to Case 2, pursuant to which the Higher
People’s Court decided to refer the case back to the
Shenyang Intermediate People’s Court. As advised
by the PRC legal counsel, the subsidiary has lodged
an appeal to the Supreme People’s Court of the PRC
(the “Supreme People’s Court”) on 13 March 2012 to
request the Supreme People’s Court to overrule the

Higher People’s Court’s decision.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SO SRR MIEE

37 CONTINGENT LIABILITIES (continued)

(b) Lawsuits between the Group and Shenyang

Media Corporation (continued)

On 30 August 2012, the subsidiary received a
judgement of first instance awarded by the Shenyang
Intermediate People’s Court in relation to Case 1.
It was ruled that the subsidiary shall pay Shenyang
Media Corporation RMB17,250,398 as advertising
fees together with court fees within 10 days after the
judgement becomes effective. On 6 September 2012,
the subsidiary has lodged an appeal to the Higher

People’s Court to seek to revoke the judgement of first

instance in due course.

On 27 December 2012, Higher People’s Court ordered
the judgement of first instance issued by the Shenyang
Intermediate People’s Court on 30 August 2012 be
dismissed and a retrial of the case at the Shenyang
Intermediate People’s Court was ruled (“Case 1”). On

25 June 2013, the Shenyang Intermediate People’s

Court commenced the retrial of the case.

On 5 December 2013, a civil judgement was issued by
the Supreme People’s Court in relation to Case 2. It
was ruled that the civil judgement dated 8 March 2012
by the Higher People’s Court be dismissed, and that
the case be handled by the Higher People’s Court.

On 5 May 2014, a civil judgement was issued by
Shenyang Intermediate People’s Court. It was ruled the
subsidiary shall pay Shenyang Media Corporation the
advertising agency fee of RMB17,250,398. As advised
by PRC legal counsel, the subsidiary has filed an appeal

against the civil judgement to the Higher People’s

Court.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

37 CONTINGENT LIABILITIES (continued)

(b)

Lawsuits between the Group and Shenyang
Media Corporation (continued)

On 15 October 2014, the hearing at the Higher
People’s Court commenced for Case 2. After seeking
legal consultation, the management believes that it
is not probable that this litigation would result in any

material outflow of economic benefits from the Group.

On 4 December 2014, the subsidiary received a civil
judgement of (2014) Liao Min Er Zhong Zi no. 00170
((2014) ER £ F%00170%%) dated 26 November
2014 issued by the Higher People’s Court which
dismissed the appeal by the subsidiary to uphold the
original judgement made by the Intermediate People’s
Court for Case 1, which ordered the subsidiary to pay
to Shenyang Media Corporation advertising agency
fees in the sum of RMB17,250,398. The judgement
was the final judgement of the Higher People’s Court
and an enforcement order was placed to freeze
the bank balances of Liaoning Aohai amounting to
RMB1,797,906. Maximum value of the freezing order is
RMB17,250,398. As advised by the PRC legal counsel,
the subsidiary filed an application for retrial to the

Supreme People’s Court on 30 December 2014.

Notwithstanding that an application for retrial was
lodged to the Supreme People’s Court, management
has made provision of RMB17,250,398 in respect of
the advertising agency fee, which has been included in
the consolidated statement of comprehensive income.
With reference to legal opinion, management believes
economic outflow arising from the litigation is limited
to Liaoning Aohai, and the litigation would not result
in material outflow of economic benefits from other

subsidiaries of the Group.

The Group is currently waiting for further instructions
from the court and will notify the shareholders of any

progress in the litigations in a timely manner.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SO SRR MIEE

37 CONTINGENT LIABILITIES (continued)

(c) Enforcement order issued by Yueyang City

Intermediate People’s Court against certain

Group subsidiaries

On 4 June 2012, Yueyanglin Paper Co., Ltd. has filed
a civil claim against Southeast Express and Lifestyle
Express in respect of an outstanding payment of

RMB31,859,018 relating to certain sales made in prior

years.

On 10 July 2012, Yueyang Intermediate People’s Court
has made a civil judgement that Southeast Express and

Lifestyle Express shall pay Yueyanglin Paper Co., Ltd.

the aforesaid amount.

On 26 October 2012, the Yueyang Intermediate
People’s Court ruled that in view of intentional
transfer of assets among Southeast Express,
Lifestyle Express, and certain wholly-owned Group
subsidiaries, the court froze the bank balances of the
aforementioned subsidiaries, which included Fuzhou
Aohai Advertisement Co., Ltd. (“Fuzhou AoHai")
and Kunming AoHai Advertising Co., Ltd. (“Kunming
AoHai"”), up to a maximum value of RMB31,859,018

(“Freezing Order”).

On 8 November 2012, the subsidiaries appealed to
the Yueyang Intermediate People’s Court against
the Freezing Order. The Freezing Order was revoked
on 30 January 2013. Yueyanglin Paper Co., Ltd. has
subsequently lodged an appeal to the Higher People’s
Court of Hunan Province against this decision, but
on 22 August 2013, the Higher People's Court of

Hunan Province dismissed the appeal application by

Yueyanglin Paper Co., Ltd.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

37 CONTINGENT LIABILITIES (continued)

(c)

Enforcement order issued by Yueyang City
Intermediate People’s Court against certain
Group subsidiaries (continued)

However, Yueyang Intermediate People’s Court issued
two enforcement judgements in favour of Yueyanglin
Paper Co., Ltd. on 22 September 2013. The court
ruled to draw the cash deposit of RMB22,000,000
out of the bank accounts of Fuzhou AoHai and to
freeze advertising fee of up to RMB14,000,000
expected to be paid by Fuzhou AoHai and Kunming
AoHai to Southeast Express and Lifestyle Express. The
subsidiaries have subsequently raised on objection
to the enforcement judgement to the Yueyang
Intermediate People’s Court against the court’s
decision together with other economic losses and

damages on the reputation of the subsidiaries.

On 17 February 2014, the Yueyang Intermediate
People’s Court dismissed the objection application by
the subsidiaries. As advised by the PRC legal counsel,
the subsidiaries have lodged a review application to
the Higher People’s Court of Hunan Province (the
“Higher People’s Court”) against the implementation
of the above-mentioned decision of the Yueyang
Intermediate People’s Court. The application is lodged
to the Higher People’s Court to dismiss the above-
mentioned enforcement judgements and return the
improperly drawn bank balances of RMB22,000,000 to

the subsidiaries.

RO R MIEE

37 FEME (&)

(c)

EBTHFRARZRSHEARE
ETHEARRENPITRES
(%&)

K EHETHRRARZER L=
T—=—FNAAZ-+=—BHEHMH
BEEBMERDBR DA BF
MMITHES AR EHEMNER
BRRTERERPFMERESFRA
R #£22,000,0007T * I 3 4 1@ I 2
BRERARGEASN TRER
BUREETRENEZARKE
14,000,000t EEE -ZEME R
AIHE S ENER B E EREZEM
BRABEBEKNEMEERLIR
BEMESTH RARZEIRLH
THEERZ -

R-_E—NF-_A+tH EBm
RRARER KB ZENE QRN
RERF -BETFEEZZBERNOE
R-ZEWBAREHHHT LM
E5m AP RARER A& E W
ARRARER ([SRARZER])
REBZRFZ BREBRARER
BEE BT HES Wz EH
BRRIREIW S MM RITAE R
AR #22,000,0007T °

tTHERBRLAA —T-WFEFR 239



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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37 CONTINGENT LIABILITIES (continued)

(c)

Enforcement order issued by Yueyang City
Intermediate People’s Court against certain
Group subsidiaries (continued)

On 28 April 2014, the Higher People’s Court of
Hunan Province dismissed the implementation review
application by the subsidiaries. As advised by the PRC
legal counsel, an application for execution monitoring
was lodged to the Supreme People’s Court to dismiss
the above-mentioned enforcement judgements
and refund the improperly drawn bank balances
of RMB22,000,000 to the subsidiaries. The case is
currently being examined by the court and is pending

judgement.

Taking into account of the latest developments of
the case, the directors considered to recognise full
impairment provision of RMB22,000,000 in respect
of this legal claim, which has been included in the
consolidated financial statements.

38. SUBSEQUENT EVENTS

240

(a)

On 29 January 2015, the Group has obtained a
mortgage loan amounting to RMB15,470,000 to
finance the Group’s acquisition of a property situated
in the first phase of Xiamen Software Park Ill. The
mortgage term is 7 years with floating interest
adjusted quarterly. The mortgage is secured by the
aforementioned property.

On 6 March 2015, the Group obtained a short-term
bank facility where the Group can draw borrowings
of up to RMB20,000,000 under this facility and each
drawdown will require approval from the bank. Each
drawdown of the bank facility shall be secured by
personal guarantee of Mr. Chen Zhi, executive director
and CEO of the Group, and/or certain assets held
by a wholly-owned subsidiary of the Group, at the
discretion of the bank. Up to 26 March 2015, the bank

facility is unutilised.
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