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RESULTS

Revenues

Gross profits

Operating profits
Profit/(loss) attributable to:

(i) Equity holders of the Company
(ii) Non-controlling interests

Earnings per share - Basic (RMB cents)
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ASSETS AND LIABILITIES

Total assets
Total debt
Total liabilities
Equity attributable to:
(i) Equity holders of the Company

(i) Non-controlling interests
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Financial Highlights and Summary
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2011
—E--F

RMB'000
AR¥TR

529,034
266,305
82,041

52,978
6,043
0.0727

2011
=

RMB’000
ARBTR

1,414,639
49,685
258,589

1,119,045
37,005
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For the year ended 31 December
HE+-A=+-HLEE
2010 2009 2008
—E-FF _"BENFE _EIN\E
RMB'000 RMB'000 RMB'000
ARBTT ARBTRT ARETR

529,940 462,967 361,706
255,796 219,877 130,204
186,623 168,649 93,945
161,095 140,819 79,775

(15) (39) (545)
0.2858 0.2564 0.1453
&M Al

As at 31 December
R+t=A=t+-H
2010 2009 2008
—T-TF  _EThF  ETN\F
RMB'000 RMB'000 RMB'000
ARBTRT ARETR ARETR

1,285,003 499,588 364,599
54,764 84,107 103,477
213,417 197,808 203,599

1,071,114 301,293 160,474
472 487 526

2007
“ZTF
RMB'000
ARETR

151,189
59,141
40,705

31,588
572
0.0575

2007
“2EF
RMB'000
ARETRL

245,655
71,587
167,885
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FINANCIAL RATIOS

Gross profits margins:
(i) Overall
(i) Newspaper advertising
(i)~ Marketing, distribution
management, consulting and
printing services
(iv)  Online services
() Television and radio advertising
Operating margins
Net margins
Return on equity "
Return on asset @
Trade receivables turnover (days)
Trade payables turnover (days)

Gearing ratio

Note

ERIE:
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(i) EE-HHE
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(v) BERS

v) EBRRERES

mEFI %

ENIPHES

BAEHE

EERFR

EHREFEAEX(R)
ESRNFEAER(R)
EXRERE

2011
=

50.3%
41.9%

63.4%
92.2%
(174.1%)
15.5%
11.2%
5.1%
4.2%
177

6

3.5%

(1):  Return on equity is calculated based on profit for the year divided by

total equity.

(2):  Return on assets is calculated based on profit for the year divided by

total assets.
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For the year ended 31 December
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48.3%
41.9%
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2009

47.5%
40.1%

61.9%
92.2%

36.4%
30.4%
46.6%
28.2%

23
16.8%

2008
“EENF

36.0%
30.4%

62.8%
96.6%

26.0%
21.9%
49.2%
21.7%

84

42
28.4%
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Chen zhi RE

Chairman, Chief Executive Officer and Executive Director

FE BERTERNTEF

In 2011, the economy of China was inevitably affected by
the slow recovery of the global economy and the debt crisis
spreading in Europe. Various industries, including the real estate
sector, suffered from the macro-economic control measures
implemented to curb inflation. In consequence, the growth of
the advertising market in China slowed down as a whole, with
growth in newspaper advertising of only 11%. Notwithstanding
the challenging external operating environment, ShiFang Holding
Limited (the “"Company”) and its subsidiaries (the “Group”) has
continued to explore its technological research and development
and advertising business with its integrated multimedia advertising
platform focusing on newspapers during the year, and achieved

revenue from core operations comparable to that for 2010.

During the year, the Group persistently improved its external
and internal management. In respect of internal management,
the Group greatly strengthened its structural adjustment by
streamlining the structure of each business, namely the print
media segment, new media segment and the investment
holding and asset management segment, thereby improving
their coordination and accountability. On the external side, the
Group not only strengthened its existing cooperation with the

partners, but also made selective investment and disinvestment.
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The Group’s investments included cooperation with Wuhua
Technology Park in Kunming, Yunnan, and partnerships with
Xiamen Daily, Xiamen Evening News, City Lifestyle Weekly and TV
Friends, which helped the Group extending its presence further
in the Chinese market. In particular, the partnership with City
Lifestyle Weekly marked the success of the Group's participation
in the structural reform of its publications (excluding current
and political affairs). In addition to investments, the Group also
made disinvestments in order to safeguard the interests of the
shareholders and the Company. In view of the Group's internal
resources and the prevailing operating environment, it voluntarily
gave up the renewal of its real estate industry agency contracts
with Dalian Daily and Dalian Television Station. The Group also
initiated legal proceedings against Shenyang Media Corporation in
order to adopt an active stance after its unilateral termination of

the cooperation arrangement with the Group.

Furthermore, the Group is fully aware of the fierce competition
faced by the conventional media as well as the enormous
technological and application potential of the new media. As
a result, in addition to maintaining the growth of its existing
businesses, it also established a new media segment that covers
research and development, operations and liaison with advertisers

with the aim of furthering its new media operation. The Group

continued to perfect Duk, its digital publication platform, by
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adopting a clear business model that focuses on expanding the
variety of reading items from original novels to both network
and traditional literature. Moreover, the Group has also focused
on the development of end-market wireless mobile reading
platforms for Duk, and launched reader software compatible with
operating systems such as iPhone, iPad and Android. Meanwhile,
the Group unremittingly sought the integration of conventional
media content, new media and new technologies, which included
the operation of various online platforms in Kunming, Yunnan in
conjunction with Lifestyle Express, a major media group in the
city. The Group’s aim is to achieve comprehensive coverage by
introducing the most relevant mobile phone applications in the

coming year.

Looking forward to 2012, China is expected to continue to
stimulate domestic consumption in tandem with the global
economic recovery. The Group anticipates that the Chinese
media and advertising industries will maintain a stable growth
amid severe competition. Therefore, the Group will continue to
reinforce its position as a leading comprehensive service provider
for print media, and will strengthen its diversified cooperation
with print and other media in different cities. The technological
development and growth of its new media business will also
be accelerated. The Group will publicize the direct effect of
advertising via new media on the consumers, reap the benefits
from the growth of the industry, offer increasingly direct and
effective advertising services for its customers and create long-

term value for its shareholders and business partners.

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

trust and unceasing support.

Chen Zhi
Chairman, Chief Executive Officer and Executive Director

Hong Kong, 27 March 2012

e o fy

Chairman’s Statement

SRS EEERRESY R IGMET
& A B HE E LAiPhone - iPad 1 Android % £ %
ZH AT amEER PRI - BRI - A%
BT S ERERASENEE FTRITAE
B EREEEEPREIREE EEH®R) &
EREZENETa ENTEZFUNEEE
S HE THEAESFRRETFHRERTS -

EH_P \'r

RE-_T——_F BEE2RKEESH TEA
%Ebﬂ%ﬁﬁﬂ%%é‘)?é@E%J%.:.ﬂ%%@ﬁ&}%ﬁ(?&m
FoAKEDERTENERRES ESEE
REEE -AEEBSEEINRIERES DR
BRRGHEEEO IS B2 RIK
B EREENZTRMAE MREFAERK
BEBORMAZEMES RABRSTEAEE
HEENIR LEXANEREE REF
REFTEER EARNESRE AERRERE
EBHAEREEE.

U

RE AARKREZSRHNEEBFMEESR
THEENERBEM mlﬁﬁqﬂﬁﬁ%%ﬁﬂ@ﬂx
R -BEFPMEERHFNEEENE S RRHR

TE BEHTERANTEE
ER T _F=A-+tH



SHIFANG HOLDING LIMITED ANNUAL REPORT 2011

Management Discussion and Analysis

DU ik i B 23 B

BUSINESS REVIEW

The advertising market of the PRC maintained a steady growth in
2011. According to a report published by CTR Market Research
Co. Ltd., based on standard advertising rates, total advertising
spending grew by 12.9% vyear-on-year to RMB669.33 billion,
driving the PRC to become one of the world’s leading advertising
markets. The growth of both printed media and outdoor media
slowed down as the year-on-year growth of newspaper advertising
and outdoor media advertising were 11% and 6%, respectively.
Radio advertising maintained a good momentum with an
increase of 28% compared with last year, while that of television
advertising was 13%. Based on the data of the PRC Internet
advertising market in 2011 released by iResearch, the Internet
continued to have the strongest growth of 57.3%, reflecting the

market acceptance of new media.

The Group is principally engaged in four major businesses, namely
(i) newspaper advertising; (ii) online services; (iii) marketing,
distribution management, consulting and printing services; and
(iv) television and radio advertising. The Group is dedicated
to offering one-stop solutions with its cross-media advertising
platform to advertisers and creating value for its customers.

For the year ended 31 December 2011, the Group's revenue
from its major businesses amounted to approximately RMB529.0
million, which was similar to that of 2010. For the year ended
31 December 2011, the Group achieved a gross profit of
approximately RMB266.3 million and a gross profit margin of
50.3%, representing a 2 percentage points increase from 48.3%
for the year ended 31 December 2010. This was mainly due
to the slight increase in gross profit margins of the newspaper
advertising, distribution management and consulting businesses
and the higher gross profit margin of the marketing business,
which were offset by the decreases in gross profit margins of
the online services, printing services, and television and radio

advertising businesses. Net profit after tax of the Group for the

£ %5 Il g
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year ended 31 December 2011 was approximately RMB59.0
million, representing a decrease of 63.6% compared with
the corresponding period in 2010. The decrease was mainly
attributable to the provision of bad debts of RMB68.1 million in
respect of trade receivables for the year including the specific
provision for impairment on trade receivables of RMB30.4 million
relating to the Group’s business in Shenyang, the increases in
staff cost of RMB7.7 million and RMB11.9 million recognised in
selling and marketing expenses and general and administrative
expenses, respectively, the increase in amortisation of intangible
assets of RMB9.0 million and the increase in foreign exchange loss
of RMB4.2 million.

Despite the austerity measures of the PRC regarding the real
estate sector and the resulting tight liquidity, the inclusion of the
advertising industry, for the first time, into the Guiding Catalogue
for Industrial Structure Adjustment under the PRC's Twelfth Five-
Year Plan as one of “the industries to be supported”, together
with the favorable national policy, shall benefit the sustainable
development of the PRC media and advertising industry, and the
Group shall, capitalizing on this changing market environment,
also continue to grow steadily and develop new businesses.
For instances, the Group entered into cooperation with the
Management Committee of Wuhua Technology Park* in Kunming,
established new media partnerships with Xiamen Daily, Xiamen
Evening News, City Lifestyle Weekly* and TV Friends*, offered
marketing services to the real estate sector and explored into the

business of cross-platform mobile Internet services.

Solid customer base of advertisers

The Group's solid customer base covers various sectors including
consumer products, real estate, 3C (computer, communication
and consumer products), telecommunications, home appliances
retailing, automotive, home construction materials, healthcare and
medical, education and classified advertisements. Despite PRC's
austerity measures, the Group’s customer mix in 2011 remained

similar to that in the previous years.
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While maintaining a good relationship with its existing advertising
customers, the Group is also actively seeking new customers.
The Group assisted its newspaper advertising clients to expand
into other advertising means and offered them higher quality
and unique advertising packages in order to help them achieve
their marketing objectives. Such integrated packages involved
new technologies which combine traditional printed newspaper
advertisements, newspaper contents, the Internet and mobile
phone and emphasised on the development of the mobile Internet
business.

Newspaper advertising

In 2011, the Group’s newspaper advertising revenue amounted
to RMB387.1 million, dropped by 5.3% compared with the
corresponding period last year. Gross profit amounted to
RMB162.0 million, representing a year-on-year decrease of
3.8%, which was mainly a result of trimming down the spending
on newspaper advertising by advertisers due to the tightening
measures of the PRC government and the further segmentation
of the media market. Newspaper advertising revenue generated
from comprehensive cooperation media partners amounted to
RMB313.3 million, accounting for 80.9% of the total revenue
of the newspaper advertising business. Newspaper advertising
revenue generated from partial cooperation contracts amounted
to RMB73.8 million, which was 19.1% of the total revenue of

newspaper advertising business.
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The overall advertising market in the PRC experienced a
decelerated growth in 2011. According to CTR Media Intelligence,
the year-on-year growth, which was 11%, slowed down in 2011
mainly because of the country’s tightening measures regarding
the real estate sector. The lack of growth momentum of the
industry and the shift of advertising channel from newspapers to
other media such as magazines and radio also contributed to the
slowdown. During the year under review, the Group stayed focus
on newspaper advertising as its core business, and the lowered
revenue was mainly attributable to the reduction in marketing
budget by advertisers in light of the austerity measures regarding
real estate and other industries and also their tightening financial
conditions.

As of 31 December 2011, the Group had 13 media partners in
over 16 second- and third-tier cities across eight provinces in the
PRC, covering readers of 76.6 million. In addition to its existing
partners, namely Southeast Express, Lifestyle Express, Modern Life
Daily, Yan Zhao Metropolitan Newspaper Jidong Edition, Dalian
Daily, Southeast Business, Jinhua Daily, Jinhua Evening News and
Central Guizhou Morning Post, the Group newly partnered with
three newspapers, Xiamen Daily, Xiamen Evening News and City
Lifestyle Weekly, and a magazine, TV Friends, during 2011. Such
addition further consolidated the foothold of the Group in the
PRC and allowed wider coverage for its clients. These newspapers
have granted the Group comprehensive or partial cooperation
rights to sell their advertising spaces. In connection with the
sale of advertising spaces, the Group offers one-stop newspaper
advertising solutions and integrated marketing services to its
advertisers. After taking into account the operating environment
in 2012 and its own strategies, the Group decided not to renew
the partial cooperation contract with Dalian Daily in respect of the
exclusive agency for the real estate sector in December 2011 with

effect from January 2012.
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The Group actively participated in the structural reform of
publications (excluding current and political affairs) sectors in
the PRC, which aims at procuring the rapid development of the
news publication industry in the PRC. In December 2011, the
Group entered into a joint venture agreement with Liaoning
Baixin Media Company Limited* for the establishment of a joint
venture, namely ShiFang XinDa Culture Media Company Limited*
to engage in the operation of City Lifestyle Weekly, formerly
known as Liaoning Broadcasting & TV Weekly*, and TV Friends.
The Group holds 60% interest in this joint venture. City Lifestyle
Weekly is an entertainment and lifestyle weekly journal distributed
in Liaoning Province with a market coverage of 14 cities in the
province and covering readers of 7.8 million. TV Friends is an
entertainment magazine distributed throughout the PRC. The
new joint venture agreement will provide the Group with more
opportunities to expand its business into the northeastern part
of the PRC, and hence strengthening the Group's position as a
provider of integrated printed media services within the market.
In addition, in order to seize the business opportunities brought
by the structural reform in the PRC newspaper media sector, the
Group is now negotiating and discussing potential investment and
cooperation opportunities with several publications.

On 26 July 2011, Shenyang Media Corporation, one of the
Group's partners under a comprehensive cooperation contract
in the PRC, unilaterally terminated the contract with the Group.
This brought a considerable impact on the Group’s business
and led to a surge in the specific provision for impairment on
trade receivables. The Group has commenced legal proceedings
against Shenyang Media Corporation and issued a civil writ* to

the Higher People’s Court in the PRC in respect of a claim for a
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sum of approximately RMB105.6 million. The Group has recently
received a civil judgment issued by the Higher People’s Court
which referred the case to the Shenyang Intermediate People’s
Court in Liaoning Province* (the “Intermediate People’s Court”).
As advised by the PRC legal counsel of the Group, an appeal has
been lodged to the Supreme People’s Court of the PRC to request
that the case shall remain to be heard in the Higher People’s
Court. In the meantime, Shenyang Media Corporation has also
initiated another legal proceedings against Liaoning AoHai TianYi
Media Advertisement Co., Ltd.*, a wholly owned subsidiary of the
Company, at the Intermediate People’s Court as disclosed in our
announcement dated 13 March 2012 but judgment is yet to be
made by the court. The Group will, as soon as possible, continue
to pursue the development and collaboration of other businesses

to minimise such impact on the business of the Group.

Online services

In 2011, revenue of the Group's online services and digital media
businesses amounted to RMB53.4 million, accounting for 10.1%
of the Group's total revenue and representing a decrease of
18.2% compared with the corresponding period last year. Gross
profit was RMB49.2 million, down by 18.7% compared with the
corresponding period last year, which was mainly due to the fierce
market competition, strategic adjustment to its websites and the

reduction in online service budget by the clients in view of the

financial environment.
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During the year under review, the Group continued to enhance
its digital publication platform and Duk (www.duk.cn) database
system, and offer comprehensive services and information to net
surfers. Being one of the digital media publishing platforms with
the longest history, the digital greatest influences and the highest
numbers of publications in the PRC, Duk is currently the only
and the first private enterprise engaging in new media in Fujian
Province which was granted the licence for Internet publication
by the General Administration of Press and Publication of the
PRC offering new digital media solutions in Fujian Province.
Publications on Duk mainly include original novels, books,
electronic magazines and digital newspapers and books. Duk
has 13 million registered members. Newspapers from 17 cities,
860 magazine publishers (over 5,000 magazines), over 200
publishing houses and almost 100,000 pieces of original literature
and 4 million application documents are available on Duk with
the help of Duk’s digital publishing technology and network. In
February 2012, the number of original novels, digital newspapers,
periodicals, magazines, works of literature, books and documents

published on Duk exceeded 470 million.

On 8 December 2011, Duk's new version was launched with a
clear business model which focuses on expanding the variety
of reading items from the core original novels to incorporate
both network and traditional literature. The Group offers
professional copyright agency services (C2B) and the best and
most unrestricted writing platform of original literature (B2C) for
writers. Moreover, the Group vigorously expands the business
of copyrights trading (B2B) by cooperating with third party
digital platforms and reading bases and setting up marketing
channels for institutional users. Together with effective marketing
strategies, the Group endeavours to boost writers’ reputation and
maximize the revenue from their works, thereby achieving a win-

win situation.
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The three business models achieved significant progress as all
the basics are ready and the Group is now marketing them and

pursuing further development.

In respect of the C2B business (copyright agency), the number
of contracted writers of original literature increased to 2,530,
involving 5,820 pieces of work. The cooperation with seven
major channels, namely newspapers, magazines, radio, television,
publishing houses, mobile platforms and websites, has achieved a
breakthrough as the Group entered into cooperation with almost
100 publishing houses. Furthermore, the Group has successfully
attracted more renowned authors to join the business through
promoting renowned authors through promotional planning.
For example, a contracted author of the Group appeared on a
variety of shows, namely You Are The One, as part of the Group's

promotional campaign.

For the B2C business (original websites), Duk’'s new version
was formally launched on 8 December 2011. As at the date
hereof, the number of newly registered users amounted to 1.4
million and the accumulative number of registered users has
reached 13 million. The clickthrough rate of works of key writers
per month has exceeded 10 million times. In terms of the mobile
network, readers’ application for Android mobile phones and
iPad were launched simultaneously. The daily download number
of the Group’s application of “bedtime stories for baby”, an
audio reading software, hit 5,800 per day, and the total number
of users has reached 400,000. The Group has also formulated
detailed plans in respect of the website operations. In addition
to traditional website promotion methods, the Group will also
underline the news of some celebrity writers so as to maximise the
effect of its marketing effort to promote Duk in a cost-effective

way.
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The B2B business (trading of copyrights) has gathered 215
publishers or publishing houses with 20,000 works for whole-
book cooperation; and 326 publishers or publishing houses
with over 30,000 works for serialized publication. Duk has been
exploring opportunities of sales cooperation with third parties. The
Group entered into various sales and distribution agreements with
Huanjianshumeng, a mobile BREW platform (& M 8 & @ = 5 il
BBRAT]), 360buy.com, taohua.com, Panda Reader (Fujian Bo
Rui Websoft Technology Ltd.* and VIVA. In the field of corporate
sales, the Group entered into a cooperation agreement in respect
of the sales of materials of overseas universities, libraries of
secondary and primary schools, and public libraries after several
visits to and negotiation with Nexus Far East Co., Limited. There
was also huge progress in the cooperation with mobile terminals.
The Group has successfully passed the review by reading bases
and is seeking to become a content provider for a reading
website, XZE &, It will also establish cooperation with another

mobile reading platform through a third party.

Duk, being a content provider for three major reading sites,
focuses on the development of end-market wireless mobile
reading platforms and has launched reader software compatible

with operating systems such as iPhone, iPad and Android.
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Yunnan HanDing Technology Co., Ltd.* (“Yunnan HanDing”), a
company engaging in new online media business, was established
by the Group in May 2011. It operates various popular local
online platforms such as Life News (www.shxb.net) and Wan Wei
Life (iwanwei.com) in Kunming in conjunction with the Group’s
newspaper partner, Lifestyle Express, which is a major media in
Kunming, Yunnan. The Version 1.0 of Wan Wei Life includes the
information of 12,000 lifestyle services businesses, among which
over 1,200 businesses cooperate exclusively with Wan Wai Life in
offering concessions to its users. The website is well-recognised
by the local governments, businesses and users. Yunnan HanDing
plans to launch mobile applications for iOS and Android platforms
in 2012, such as Wan Wai Yunnan, a mobile travel information

application, and Zhui Ai Magazine, a mobile reading application.

The Group is seeking to develop diversified reader applications
for Duk platforms with the intention that these platforms will
encourage cooperation with more content providers such as
newspapers and publishers, which will in turn lead to an increase

in revenue from the Group's electronic publishing services.
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Marketing, distribution management, consulting and
printing services

Revenue from the Group’s marketing, distribution management,
consulting and printing services amounted to RMB88.1 million for
the year ended 31 December 2011, accounting for 16.6% of the
Group's total revenue and representing a significant increase of
112.0% compared to the corresponding period last year, mainly
due to a surge in revenue from the marketing segment and the
expansion of the printing services business. In addition to the new
printing production line added by the printing company in Fuzhou
in February 2011, the Group has also added a printing production
line for Central Guizhou Morning Post in the second half of 2010,
resulting in a year-on-year increase in revenue from printing

services of RMB12.7 million.

The Group has entered into exclusive cooperation contracts with
some of its newspaper partners to sell their advertising spaces
and the Group's integrated services to customers. The Group also
offers certain ancillary services, including printing, distribution
management, consulting and marketing advices. During the year,
the Group provided comprehensive distribution and management
services to Southeast Express and Lifestyle Express. In addition,
the factories in Kunming and Guizhou were operating smoothly
in the printing of Lifestyle Express and Central Guizhou Morning
Post, while the Fuzhou factory has added a new production line
to meet the increased demand for the printing of China Securities
Journal and Shanghai Securities News to be distributed in Fujian
in addition to the printing of Southeast Express. With effective
management of newspaper printing, the Group is able to maintain
high quality in printing these publications and advertisements, as
well as the strategic and close cooperative relationships with the

media partners.
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In addition, Fujian Fangke Network Technology Corporation
Limited* (“Fujian Fangke"”), which is owned as to 51% by the
Group through a capital contribution and share subscription in
April 2011, provides planning and marketing services for real
estate projects, collections of planning fees and commissions
and operates FangKe Web. Leveraging on its own resources and
the established platform developed by FangKe Web, the Group
provides comprehensive project marketing and property marketing
planning so as to strengthen its cooperation with customers
and enhance the quality and effectiveness of its comprehensive
marketing projects. Revenue from the Group's real estate
marketing services amounted to RMB35.0 million for the year.
Furthermore, the Group entered into a cooperation agreement
with the Management Committee of Wuhua Technology Park*
in Kunming in order to expand its customer base. Under the
agreement, the Group will conduct marketing, investment
promotion and advertisement creative planning, production and
publishing programs for the property development at lot 13 of

Wuhua Technology Park. This project is progressing as planned.

ShiFang Healthcare Technology Corporation Limited*, a subsidiary
formed by the Group in May 2011, is committed to develop
the most unique medical and healthcare information platform
across the country and provide all-round medical and healthcare
information by setting up an integrated information services
platform comprising websites, call centre platforms, appointment

and registration systems.
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Television and radio advertising

During the year ended 31 December 2011, revenue from the
Group's television and radio advertising business amounted
to RMBO0.4 million, accounting for 0.1% of the Group's total
revenue and representing a decrease of 96.9% compared with
the corresponding period last year, mainly because the Group
voluntarily gave up renewing the agency contract with Dalian

Television Station.

The television advertising business operates principally as an
extended and auxiliary service to customers in the newspaper
advertising business in order to expand our business beyond
the newspaper media. The Group renewed its cooperation with
Nanning Television Station to mainly broadcast advertisements
in respect of the automotive and related industries during the
advertising time slots on four channels of Nanning Television
Station. The Group has also planned and produced mini-
programmes focusing on the automotive industry, during which
advertisements have also been aired. In view of its internal
resources and the current operating environment, the Group
voluntarily gave up renewing the agency contract in respect of
the property industry with Dalian Television Station in 2011.
Besides, the automotive advertisement project in collaboration
with Nanning Television Station in Guangxi was relatively small
in scale and was not able to make sizeable revenue contribution
to the Group. In addition, the State Administration of Radio Film
and Television issued the Notice of Further Strengthening the
Management of the Advertisement Broadcasting on Radio and
Television in October 2011 which restricts the length and times
of intermittent advertisements. This provision will exert cost
pressure on the overall television advertising industry. The Group
is currently exploring other cooperation opportunities with other
television stations in order to expand the income source of the

television advertising business.
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In terms of radio advertising, the Group carried on its 5-year
cooperative project with YangGuang DuShi (Beijing) Culture and
Media Co. Ltd* (“YangGuang DuShi”), a wholly-owned subsidiary
of China National Radio in relation to the development of radio
stations at provincial, municipal and county levels for the purposes
of expanding the Group’s broadcasting media resources beyond
the newspaper and online digital media. Although Beijing Shifang
Yizhi Company Limited*, the project company responsible for the
sales of the radio programme library of China National Radio, has
formally commenced operation, it did not bring any operating
income to the Group as the programme library of the partner has
not yet been available to the Group. The Group is now negotiating
with YangGuang DuShi with an aim of obtaining access to the

library and commencing operation as soon as possible.

FINANCIAL REVIEW

Revenue

Total revenue decreased slightly by 0.2% from RMB529.9 million
for the year ended 31 December 2010 to RMB529.0 million for
the year ended 31 December 2011, primarily because the increase
in revenue from marketing, distribution management, consulting
and printing services from RMB41.5 million for the year ended
31 December 2010 to RMB88.1 million for the year ended 31
December 2011 was offset by the decrease in the revenue from
newspaper advertising from RMB408.7 million for the year ended
31 December 2010 to RMB387.1 million for the year ended 31
December 2011 and the decrease in revenue from online services
from RMB65.3 million for the year ended 31 December 2010 to
RMB53.4 million for the year ended 31 December 2011.
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The decrease in revenue from newspaper advertising from
RMB408.7 million for the year ended 31 December 2010 to
RMB387.1 million for the year ended 31 December 2011 was
mainly because the increase in revenue of RMB18.6 million
from two newly acquired partners, namely Xiamen Daily and
Xiamen Evening News, as well as the increase in revenue from
Central Guizhou Morning Post of RMB12.8 million as compared
with 2010 were offset by a decrease of RMB39.6 million in the
revenue as compared with 2010 caused by the termination of
the cooperation with Shenyang Evening News on 26 July 2011
because of a default. Revenue from comprehensive cooperation
contracts accounted for approximately 80.9% of the total
newspaper advertising revenue for the year ended 31 December
2011.

Gross profit and gross profit margin

Gross profit increased by 4.1% from RMB255.8 million for the
year ended 31 December 2010 to RMB266.3 million for the year
ended 31 December 2011. Gross profit margin increased from
48.3% for 2010 to 50.3% for 2011. The increase was mainly
due to a slight increase in gross profit margins of newspaper
advertising as well as the higher gross profit margin of marketing
services, partially offset by the decrease in gross profit margins
of online services, printing services and the television and radio

advertising business.

Other income

Other income increased by 4.2% from RMB9.6 million for the year
ended 31 December 2010 to RMB10.0 million for the year ended
31 December 2011, primarily as a result of an increase in the

income from government subsidies.
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Selling and marketing expenses

Selling and marketing expenses increased by 41.8% from
RMB26.8 million for the year ended 31 December 2010 to
RMB38.0 million for the year ended 31 December 2011, mainly
because of an increase in compensation paid to our sales team
due to an expansion of our sales team and workforce, as well as
an increase in commission paid. In addition, the Group has hired
additional sales personnel during the year. Selling and marketing
expenses as a percentage of revenue increased slightly from 5.1%
for the year ended 31 December 2010 to 7.2% for the year ended
31 December 2011.

General and administrative expenses

General and administrative expenses increased by 200.6% from
RMB52.0 million for the year ended 31 December 2010 to
RMB156.3 million for the year ended 31 December 2011, mainly
because of a specific impairment provision for trade receivables
of RMB68.1 million, among which an amount of RMB30.4
million was related to the trade receivables due from debtors
in Shenyang, which may end their customer relationship with
the Group after the termination of the cooperation contract
between the Group and Shenyang Media Corporation, thereby
making such trade receivables mostly irrecoverable. In addition,
another major reason for making impairment provision for
receivables was that some customers were not able to pay
their advertising fees on time amid the discouraging economic
environment and the relatively tight monetary policies adopted in
the market, in particular the continuous measure of the central
government to curb the property industry. The increase in general
and administrative expenses was also caused by the increases
in foreign exchange loss of RMB4.2 million, amortisation of
intangible assets of RMB9.0 million and staff cost of RMB11.9

million.
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Profit before income tax

As a result of the foregoing factors, profit before income tax
for the year ended 31 December 2011 was RMB82.5 million,
representing a decrease of 55.5% as compared to RMB185.4
million for the year ended 31 December 2010.

Income tax expenses

Income tax expenses decreased by 3.7% from RMB24.4 million
for the year ended 31 December 2010 to RMB23.5 million for
the year ended 31 December 2011 as a result of the decrease in
taxable income for the year. Also, the effective tax rates increased
from 13.1% for the year ended 31 December 2010 to 28.5% for
the year ended 31 December 2011, mainly due to the change
in applicable corporate income tax rates of certain subsidiaries

operating in the PRC.

Profit for the year

As a result of the foregoing factors, profit for the year decreased
by 63.4% from RMB161.1 million for the year ended 31
December 2010 to RMB59.0 million for the year ended 31
December 2011, principally due to the provision for bad debts
in respect of trade receivables for the year of RMB68.1 million
including the specific bad debt provision of RMB30.4 million for
the amount due from the debtor in Shenyang, the increase in staff
costs of RMB7.7 million and RMB11.9 million recognised in selling
and marketing expenses and general and administrative expenses,
respectively, the increase in amortisation of intangible assets of
RMB9.0 million as well as the increase in foreign exchange loss of
RMB4.2 million.
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Profit/loss attributable to non-controlling interests
Profit attributable to non-controlling interests increased from
a loss of RMB15,000 for the year ended 31 December 2010 to
RMB6.0 million for the year ended 31 December 2011.

Profit attributable to equity holders of the Company
As a result of the foregoing, profit attributable to equity holders
of the Company decreased by 67.1%, from RMB161.1 million for
the year ended 31 December 2010 to RMB53.0 million for the
year ended 31 December 2011.

Liquidity and capital resources
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Year ended 31 December

BE+-—A=+—RHLt=EE

2011 2010
—E——F —EZF
RMB’000 RMB'000
ARBT AR¥T T
Net cash generated from operating activities WETEEEEANIRSFHE 4,458 66,762
Net cash used in investing activities KETHEHANIRE F5 (382,927) (154,834)
Net cash generated from financing activities BERSELENREFE 46,845 593,430
Net (decrease)/increase in cash and cash equivalents 32 & &I & SEIEB

CR ) /48 0% 58 (331,624) 505,358

Cash and cash equivalents at the beginning of the F MR & NEEEEEE
year 546,001 40,643
Cash and cash equivalents at the end of the year FRNE e RREEMEER 214,377 546,001

Cash flow from operating activities
For the year ended 31 December 2011, net cash generated
from operating activities amounted to RMB4.5 million, primarily
attributable to profit before tax of RMB82.5 million, which was
offset by an increase in trade receivables of RMB72.7 million as
well as an increase in prepayments from advertising costs paid
to newspaper partners resulting from the increase in advertising

income for the year.
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Cash flow used in investing activities

For the year ended 31 December 2011, net cash used in investing
activities amounted to RMB383.0 million, resulting primarily from
the prepayment for long term investment of RMB75.0 million,
investment in an associate of RMB40.0 million, deposit paid for
exclusive marketing and promotion projects of RMB208.8 million,
acquisition of a cooperation partnership business of RMB40.0
million, payments for the additions of plant and equipment such
as printing equipment and office fixtures of RMB18.8 million and

payments for the additions of intangible assets of RMB8.6 million.

Cash flow from financing activities

For the year ended 31 December 2011, net cash generated from
financing activities amounted to RMB46.8 million, primarily
attributable to the repayment of bank borrowings of RMB50.0
million, repurchase of the shares of the Company of RMB10.4
million, payments for share issuance costs of 36.3 million, net
off by the proceeds from bank borrowings of RMB47.0 million,
capital contribution from non-controlling interest shareholders of

RMB30.0 million, and proceeds from a loan from a related party.

Capital expenditures

The Group's business generally does not require significant
ongoing capital expenditures. Capital expenditures incurred mainly
for the purchase of printing machinery and office equipment.
Capital expenditures were RMB24.0 million and RMB18.8 million
for the years ended 31 December 2010 and 31 December 2011,

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

trade receivables at the dates indicated:

DUt ik i B 23 e

B2 RBWHRE-FH
TREIIRAHRARAEEE 5 R IAEN R

BT

As at 31 December

R+=—A=+—8H

2011 2010

—E——F —ZT-ZF

RMB’000 RMB'000

Aging analysis of trade receivables ESEWRRENRERD T AR TR ARBTT
1 - 30 days 1230H 27,940 33,373
31 - 60 days 31260H 16,322 26,661
61 - 90 days 61£290H 13,305 20,510
91 — 365 days 91%2365H 142,202 142,671
Over 1 year 156 F 134,983 38,584
Total #at 334,752 261,799
Less: provision for impairment of trade receivables & - & 5 & U GRIE 85 (B B & (75,083) (7,170)
Total trade receivables — net BT G REINGRIE—F5 259,669 254,629

Trade receivables increased by 2.0%, from RMB254.6 million as at
31 December 2010 to RMB259.7 million as at 31 December 2011
mainly because of the increase in the repayment cycle from the
newspaper advertising customers and online services customers
which the Group has granted long credit periods to them. Trade
receivables turnover days increased from 141 days for the year
ended 31 December 2010 to 177 days for the year ended 31
December 2011 primarily due to the increase in sales to major
customers and internet services customers who enjoy longer credit

periods.
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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”.

BFFHE&EE
AEERBZERFESEOHERNMET
REHELEEE] HERKE -

As at 31 December

R+=—HA=+—8
2011 2010
—g--5 —T-Tf
RMB’000 RMB'000
AR®T T ARBTT
Properties held for sale BIEHEWE 29,336 29,848

The Group recognise revenue from advertising services upon
obtaining the contractual rights to sell the relevant properties.
Such revenue recognised from the relevant real estate customers
were RMB17.9 million and RMB5.1 million for the years ended
31 December 2010 and 31 December 2011, respectively, which
accounted for 3.4% and 1.0% of total revenue, respectively. For
the same periods, the amount of proceeds received from the sales
of such properties was RMB10.9 million and RMB5.6 million,

respectively.

Trade payables

REBPESLEHBYENS QRN KRR
HWEEEREN KRS B#E-_F—ZTF+=A
=t+t—-HBERZZE——F+ZA=+—HBLF
B AEERAZEZREEERMES P K
SEBORABAREI7TIBEEBIRARES1H
27T D AME AU EE3.4% K% 1.0% - BE - B H
ZEWMEBERHFAERES R AARE10.9
BETRERARKBS6EET

o d Bk

BEZENRE

As at 31 December

R+=—A=+-—-8
2011 2010
—E——F —E-FF
RMB’000 RMB'000
Trade payables B EMNRIE AR TR ARBTT
1 - 30 days 1230H 2,227 1,463
31 - 90 days 31£90H 815 808
Over 90 days 90H A E 1,105 1,893
Total Bt 4,147 4,164
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Trade payables decreased slightly by 2.4%, from RMB4.2 million
as at 31 December 2010 to RMB4.1 million as at 31 December
2011, remained largely unchanged compared with last year. Trade
payables turnover days increased from 5 days for the year ended
31 December 2010 to 6 days for the year ended 31 December
2011, which was mainly due to the increase in purchases of

newsprint during the year.

Indebtedness
Indebtedness consists of obligations to lenders, including
commercial banks and certain related parties and companies. The

following table shows the total borrowings at the dates indicated:

DUt ik i B 23 e
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As at 31 December

R+=—BA=+-—-8
2011 2010
—E——fF —E—FF
RMB’000 RMB'000
Borrowings LR ARBT T ARBTT
Short-term bank loans, secured RHISRTTE R B IEA 47,000 50,000
Other loan EMER 2,528 4,607
Loans from related parties BEATER 157 157
Total @t 49,685 54,764

Total borrowings amounted to RMB54.8 million and RMB49.7
million as at 31 December 2010 and 31 December 2011,

respectively.

Loans include borrowings secured by equipment and investment
properties with carrying value amounted to RMB50.0 million and
RMB47.0 million for the years ended 31 December 2010 and 31

December 2011, respectively.
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Gearing ratio decreased from 4.3% as at 31 December 2010
to 3.5% as at 31 December 2011 primarily due to increases in
property, plant and equipment, intangible assets, interest in an
associate, trade receivables, and prepayments, deposits and other
receivables, and decrease in loans from related parties and cash

and cash equivalent.

EEABLEEA_ZT—ZTFE+_A=+—H
EMa%T%E:%—f¢+:HE+fEm
3.5%: EHRME BELRHE EFE
= Wf**“?ﬁ’ﬁg”»%%réu& RIE LA K2 78
308 - 12 & R H b FE UK IE 38 00 LA S BRI A
TEFARBRERRSESHEEERD -

Commitments A
The future aggregate minimum advertising payments under non- TR HEEREE BN A ERERSENR
cancellable exclusive advertising agreements are as follows: R (N
As at 31 December
R+=A=+—H
2011 2010
—E——F —E-FTF
RMB’000 RMB'000
AR TR AREF T
Not later than 1 year —FUT 252,750 248,279
Later than 1 year and not later than 5 years —FUAERAFUAT 623,250 606,819
Later than 5 years HFELE 1,992,750 2,162,000
2,868,750 3,017,098
Contingent liability REEE

On 26 July 2011,

Group’s partners under a comprehensive cooperation contract,

Shenyang Media Corporation, one of the

unilaterally terminated the contract with the Group.

Shenyang Media Corporation initiated civil action against the
Group on 25 October 2011 through the Shenyang Intermediate
People’s Court in Liaoning Province (“Intermediate People's
Court”), where Shenyang Media Corporation claimed the Group
for a total sum of RMB17,329,000, being the outstanding
advertising fee payable by the Group as at 26 July 2011 under
the comprehensive cooperation contract between the Group and
Shenyang Media Corporation and all legal costs in relation to the

litigation.

R-Z——FLtA-+RA BEEELQR (K
SEEF-RE2AAERONEN) BN HEE
BRERRETLNAA -

RZZE——F+A=-+HEB BEREEQR
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FEARM17,329,000t  BIR = ——F £ A
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On 22 December 2011, the Group issued a civil writ to the Higher
People’s Court of Liaoning Province (the “Higher People’'s Court”)
in the PRC against Shenyang Daily Agency and Shenyang Media
Corporation, pursuant to which the Group claimed Shenyang
Daily Agency and Shenyang Media Corporation for a total sum of
RMB105,579,352, being the outstanding advertising fees payable
by Shenyang Daily Agency and Shenyang Media Corporation to
the Group under their comprehensive cooperation contract with
the Group together with all the legal costs the Group incurred in

relation to such litigation.

On 8 March 2012, the Group has received a civil judgment issued
by the Higher People’s Court in relation to the civil writ issued on
22 December 2011, pursuant to which the Higher People’s Court
decided to refer the case to the Intermediate People’s Court. As
advised by the Company’s PRC legal counsel, on 13 March 2012,
the Group has lodged an appeal to the Supreme People’s Court of
the PRC (the “Supreme People’s Court”) to request the Supreme
People’s Court to overrule the Higher People’s Court’s decision
and order that the case shall remain to be heard in the Higher

People’s Court pursuant to the PRC law.

No provision for loss has been made in respect of the litigation
between the Group, and Shenyang Daily Agency and Shenyang
Media Corporation, as at 31 December 2011, as management,
having considered all available facts and circumstances and legal
advice from the Group's external legal counsel, has determined
that these claims would not result in an outflow of economic

benefits from the Group.
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Human resources

As at 31 December 2011, the Group had approximately 1,070
full-time employees. Total staff costs including directors’
remuneration for the year ended 31 December 2011 was
approximately RMB70.7 million (2010: approximately RMB49.8
million). The Group offer competitive remuneration packages to
employees that include salaries, bonuses and share options to
qualified employees.

The compensation 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 compensation 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.

PROSPECT OF THE INDUSTRY AND THE
GROUP

The Group will endeavor to build up its comprehensive “ShiFang”
advertising network that offers diversified advertising platforms
and services to its clients in the future. The Twelfth Five-Year
Plan of the PRC clearly stipulates that the country will continue
to procure the healthy development of the advertising industry,
while “advertising creation, advertising planning, advertising
design and advertising production” was listed as one of the
supported industries in the Guidance Catalogue for Industrial
Structure Adjustment (2011 Version), and will enjoy privileges
under the relevant national policies for the first time. Coupling
with the provincial development plans for the advertising industry
promulgated across the PRC, such national policies will provide
strong impetus and room for the growth of the advertising
industry. Besides, the constant expansion of the PRC economy
and the consumption power of the Chinese will certainly boost
advertisers’ investments and the growth of the industry. The
Group believes that in the long run, there will be enormous room
for the development of the PRC advertising industry and the
Group.
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Leveraging on its brand equity, extensive geographical coverage,
effective cross-media platform, constant technology innovation
and integration abilities as well as its competitive integrated
media service platform, the Group is fully equipped to offer its
advertisers flexible and diversified advertising media and will
continue to seize the opportunities presented by the favourable
environment and continual development of the advertising
industry. Nonetheless, the Group is faced with various macro-
economic issues such as the national reform of publications
(excluding current and political affairs), the impact of the national
macro-economic control measures on advertisers, particularly
those in the real estate industry, and the consequential tight

supply of capital in the market, and will stay alert and response.

Looking forward, the Group will continue to consolidate its
position as a leading integrated media services provider. In order
to further develop its comprehensive and diversified media
platform and strengthen the marketing of its integrated products,
not only will the Group keep its edge in the newspaper advertising
business, but it also will actively develop new technologies,
such as online and mobile phone platforms, to facilitate its
development in the Internet and new media. Through the
provision of better integrated media platform and services with
higher efficiency and value to advertisers, the Group aims to

create a sustainable growth for the shareholders.

* for the purpose of identification only (£ {5/
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EXECUTIVE DIRECTORS

Mr. Chen Zhi, aged 46 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
December 9, 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 Bulletin
Board 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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Mr. Hong Pei Feng, aged 46 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
reorganization 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 January 18, 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 Bulletin
Board in the United States.
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Mr. Zhang Tie Zhu, aged 38 is an executive Director and the chief
financial officer. He 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
Touché 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 January 18, 2010 and our chief financial officer
on February 15, 2010. 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 Bulletin Board in the United States.
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Mr. Yu Shi Quan, aged 35, is an executive Director and the vice
president of finance. 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 December 20, 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 Fujian ShiFang and continues to assist our
chief financial officer with the overall financial operations of
our Group. Presently, Mr. Yu is a director of Fuzhou HanDing
Network Science & Technology Co., Ltd., Fujian ShiFang Culture
Communication Co., Ltd., Shenyang ZhuQin ShiFang Media
Development Co., Ltd., and Beijing HanDing Advertisement Co.,

Ltd., which are all subsidiaries of our Company.
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NON-EXECUTIVE DIRECTOR

Mr. Wang Ping, aged 42, is a non-executive Director. He is a senior
accountant as conferred by the Fujian Provincial Department of
Personnel. He also serves as a guest professor of the school of
management at Xiamen University. In addition, Mr. Wang is a
director of China Science & Kingwin (HK) Investment Management
Limited (“China Science”), and Cypress Capital International
Investment Management Limited, as well as Shenzhen Rainbow
Fine Chemical Industry Co., Ltd, Shenzhen Beauty Star Co., Ltd.
and Xiamen 35.com Technology Co., Ltd, all three of which are
listed companies in the PRC. Mr. Wang was appointed a Director
of our Company on January 18, 2010. He obtained his doctorate
degree in management from Xiamen University in 2004.

Ms. Chen Min, aged 41, 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 Bulletin Board in the United States). She was appointed
as our Director on December 20, 2011 and is also the sister of
Mr. Chen Zhi, an executive Director and the chairman of the

Company.
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INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Zhou Chang Ren, aged 64, is an independent non-executive
Director. He was appointed as our Director on November 8, 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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Mr. Wong Heung Ming, Henry, aged 42, is an independent
non-executive Director. He was appointed as our Director
on November 8, 2010. Mr. Wong was an accountant with
Deloitte Touché Tohmatsu from 1993 to 2002, an internal audit
manager with Hong Kong and China Gas Investment Limited
from 2002 to 2003, senior internal audit manager of Amway
(China) Limited from 2003 to 2004, and a senior manager with
PricewaterhouseCoopers from 2005 to 2007, internal audit
director of Xinhua Finance Media Limited (presently known
as Xinhua Sports & Entertainment Limited), a NASDAQ-listed
company, from September 2007 to July 2009, and the general
internal audit manager of Maoye International Holdings Limited
(stock code: 848), a listed company in Hong Kong from October
2009 to May 2010. Mr. Wong was also an independent director
of China Industrial Waste Management Inc., a company quoted
on the OTC Bulletin Board, from 2009 to 2010. He graduated
from City Polytechnic of 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 through part-time study. 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 17 years
of financing, internal controls and auditing accounting experience
from his previous positions with top global audit firms and listed

companies.

mRPEE Q2 BIUFRATEST - RN
T ZF+—ANRBEZAARARAIES &
EAER—NMN=ZFE-_TT _FEEH e
EBNEM R _FE_TT=F
REBERRKREBRAAINBESLIE K
TE=FZ_TZEMFRLHN(FE)B AR
BERARISHRAMENLE TR _ZETRF
E_ERRLFELEKREGHTMEBISRE
B —ZZtFNAZZTNF AR
EFR P AR EMKHEEARA R (REH
ZEPRBEREGRAF)NALETEE K
ZENFTAZ_ZT—ZEFRAEEELTA
AR EBEBRZERAR AR (BRH AR 848) A
HEBEE -BEEER _ETNFE_T—
Z4F JR{EChina Industrial Waste Management
Inc. (=R HHERBENRF]) BB
VEFE MR —NAN=ZFRERBEERTET
B WERESHE2ELEMN M_TT=F
TREBLAAASRETREEEFEAKEL
B -t RREFTARETMAEREEY
SR AEERG B RIFEAMBZEAEN - JAE
BHEZAERREREF QAR R ETRAFNT
TERBEBN7EI T NEES RESTHES
Rt



THERBRLAA —T——F5R

Directors and Senior Management Profile

Mr. Zhuo Ze Yuan, aged 49, is an independent non-executive
Director. He was appointed as our Director on November 8, 2010.
He is a qualified PRC lawyer and qualified professor as conferred
by the Sichuan Provincial Department of Justice and Sichuan
Provincial Leading Group of Professional Titles Reform in 1989 and
1995, respectively. Mr. Zhuo had taught at Southwest University
of Political Science and Law in the 1990s and was subsequently
appointed the vice-chancellor of Southwest University of Political
Science and Law. He had been a professor in political science
and law at the Central Party School of the CPC since 2003 and
is currently a part-time lawyer with Beijing P.H. Law Firm. Mr.
Zhuo has served in various legal institutes in the PRC and received
various awards, including “China’s Top 10 Outstanding Young and
Middle Aged Legal Scholars” awarded by the China Law Society
in 1999. He is currently a committee member of the China Law
Society. Mr. Zhuo obtained a bachelor’s degree and a master’s
degree, both in law, from Southwest University of Political Science
and Law in 1984 and 1990, respectively, and a doctorate in law

from Chinese Academy of Social Sciences in 2000.

Mr. Cai Jian Quan, aged 49, 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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SENIOR MANAGEMENT

Mr. Huang Min Qiang, aged 48, is the vice president and the
president of print media of the Company. He was an editor of
the corporate newspaper of Fujian Mindong Motor Co., Ltd.*
between 1983 and 1984, a reporter, an editor and the chief
editor, successively, of the publisher of China Special Zone
Mechanical & Electrical* between 1985 and 1998, a reporter,
an editor, the chief of the economy section, the chief editor
of the news center of the features/supplement section and the
chief editor of the provincial news center, successively, of Strait
News* between 1998 and 2002, a member of the editorial board
of Fujian Economic Express* between 2002 and 2003, and the
assistant to the chief editor of Strait News. He was the deputy
chief editor, executive chief editor and chief editor of DNKB*
between 2004 and 2011 and had been fully in charge of the
publishing house since 2005. He has been the vice president
of the advertising operation center of the Company since July
2011. Mr. Huang graduated from Fujian Mechanical & Electrical
School majoring in machinery production in 1983 and obtained
a professional certificate in the Chinese language and literature
after studying in Fuzhou Amateur University between 1984 and
1988. Having worked in various kinds of media for over 20 years,
Mr. Huang has accumulated broad experience in the operation
and management of media.

Mr. Pan lJian Ping, aged 39, 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.
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COMPANY SECRETARY

Ms. Chan Ching Yi, aged 37 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 15 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
and the company secretary of Kingdom Holdings Limited (stock
code: 528), a company listed on the Main Board of the Stock
Exchange. Ms. Chan joined our Group in August 2010.

* for identification purposes only {& ¢z 5/

o 2§ e W B 4 PR i R

N R

PREFERZ T 375 AR Bl 2 ARIWE 2
EAGHM A EREBANHAAREAA
BEARGE - RETBERFEELEM U
BRTEISFHBRETER B AT RBR
FTBIZE AR £ A DT KA m R &k Hm
BREAT (MRS :8106) KA RIRE LA KB
RFER ETAR@EERBER AT (RHOK
B 528) M RRIME MR TR ZT—FTFN
AMAKRER-



SHIFANG HOLDING LIMITED ANNUAL REPORT 2011

Directors’ Report

ot T

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 2011.

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 2011
are set out in the consolidated statement of comprehensive
income on page 83.

The Directors do not recommend the payment of any final
dividend for the year ended 31 December 2011 and proposed that
profit 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 2011, the Group had acquired property, plant
and equipment of approximately RMB18.8 million for the purpose
of upgrading printing machines and office equipment of the
Group.

Details of these and other movements in the property, plant and
equipment of the Group during the year of 2011 are set out in
note 7 to the consolidated financial statements.

SHARE CAPITAL
Details of movements in the Company's share capital during
the year are set out in note 20 to the consolidated financial

statements.
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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
For the year ended 31 December 2011 and subsequent to the
reporting date, the Company repurchased its own shares on The

Stock Exchange of Hong Kong Limited as follows:
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August 2011 —Z——5)\A 604,000 0.90 0.82 527,381
September 2011 “Z-—-FNA 11,619,000 1.12 0.93 12,190,914

For the year ended 31 December 2011, the Company repurchased
a total of 12,223,000 ordinary shares of HK$0.1 each in the
capital of the Company and were all cancelled in October 2011.
Accordingly, the issued share capital of the Company was reduced
by the nominal value thereof. The premium payable on repurchase

was charged against the share premium account of the Company.

Subsequent to the reporting date, the Company has not redeemed

any of its listed shares.

Save as disclosed above, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company’s

listed securities during the year.
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RESERVES

Details of movements in the reserves of the Company and the
Group during the year are set out in note 21 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 2011 was approximately
RMB1,156.1 million.

DONATIONS

No charitable and other donations has been made by the Group

during the year.

MAJOR CUSTOMERS AND SUPPLIERS

During the year of 2011, the aggregate sales attributable to the
Group's five largest customers comprised approximately 14.0% of
the Group's total sales and the sales attributable to the Group's
largest customer were approximately 4.2% of the Group's total

sales.

The aggregate purchases during the year of 2011 attributable to
the Group’s five largest suppliers were approximately 62.7% of
the Group’s total purchases and the purchases attributable to the
Group’s largest supplier were approximately 16.7% of the Group's

total purchases.
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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)
Ms. Chen Min (appointed on 20 December 2011)

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)

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.
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DIRECTORS” AND SENIOR
MANAGEMENT’S BIOGRAPHIES
Biographical details of the Directors and the senior management

of the Group are set out on pages 36 to 45.

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, Mr. Zhuo Ze Yuan, 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.

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 when the
shares of the Company were listed on the Main Board of the
Stock Exchange of Hong Kong (the “Listing Date”), 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.
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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 26 to the consolidated

financial statements.

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 2011 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.
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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 2011.

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;

(b) 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;

(c) 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;

(d) 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 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 ) have been granted by the Company under the
Pre-IPO Share Option Scheme. Particulars of the options granted
under the Pre-IPO Share Option Scheme are set out below:

No. of share options

HEARERH ARES £27,456,156/% K%
7 (ERAREBHARRR B BITRALELY
381% ) MERECHARTBREE A AHE
EREREFERE - BEEAAREENE
RETEREMBRENTFBEINTX:

BREHA
Approximate
Outstanding Percentage
as at the Granted Lapsed Exercised  Outstanding of total
Name and position of Exercise beginning during during during as at the issued  Exercisable
grantee in our Group price  of the year the year the year the year yearend  share capital  period
HERTRA
REANRER READ R RER BEN
EAEENEL (K3 EiN:d FRRH FRER b £ HATE  BOESN  TEH
(HKS)
(&)
Mr. Chen Zhi, 1.82 10,433,339 - - - 10,433,339 14%  (note 1)
Executive Director
REiE HiTES 182 10433339 - - - 10433339 14% (W31
Mr. Hong Pei Feng, 1.82 2,745,616 - - - 2,745,616 04% (note 1)
Executive Director
HEEEE B17ES 1.82 2,745,616 - - - 2,745,616 0.4%  (Fr&1)
Mr. Zhang Tie Zhu, 1.82 9,335,093 - - - 9,335,093 13%  (note 1)
Executive Director
REHEE BITES 1.82 9,335,093 - - - 9,335,093 13% (B
Mr. Yu Shi Quan, 1.82 1,098,246 = = - 1,098,246 02% (note 1)
Executive Director
RHERL HIES 182 1,098,246 - - - 1,098,246 02%  (M&E1)
Mr. Wang Ping, 1.82 549,123 - - - 549,123 0.1% (note 1)
Non-executive Director
ITRE FuTES 1.82 549,123 - - - 549,123 0.1% (M)
Mr. Chan Chun Kau, 1.82 1,647,369 - - - 1,647,369 02% (note 1)
General Counsel
RER AL BER 182 1,647,369 - - - 1,647,369 0.2% (M)
Mr. Xiao Zhen Bin, 1.82 1,098,246 - - - 1,098,246 02% (note 1)
Investor Relations Director
BRI AL REBRAS 1.82 1,098,246 - - - 1,098,246 0.2% (M)
Mr. Pan Jian Ping, 1.82 549,124 - - - 549,124 0.1% (note 1)
Vice President of
Internal Control
ERTRE ABEHEEH 1.82 549,124 - - - 549,124 0.1% (M)

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 year after grant date, and ending on 2
December 2014;
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(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 year after grant date, and ending on 2
December 2014;

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

in note 35 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”).

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

(iii)  the nominal value of a Share.
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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.

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 2011, 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 2011, 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:
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Long position in the Company

(i) REQXANFR

Approximate

Number of percentage of

Name of Director Capacity/Nature of Interest Shares interest

EEHA B REEMtE RHEAE EREAEDL

Mr. Chen Zhi Interest in controlled corporation 42,998,170 6.0%
(note 1)

BRESLE PR HE B B R 42,998,170 6.0%
(PFFEET)

Mr. Chen Zhi Beneficial Owner 390,000 0.1%

BRESLE EREAA 390,000 0.1%

Mr. Hong Pei Feng Interest in controlled corporation 15,859,804 2.2%
(note 2)

IR g e & REZEHEENERE 15,859,804 2.2%
(PFFEE2)

Mr. Yu Shi Quan Interest in controlled corporation 21,142,026 2.9%
(note 3)

REFESLE PRI HE E B 21,142,026 2.9%

(H&E3)
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(i)

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.

Long position in the associated corporations of

the Company

BRESE -

-

FZERMARELEEZEHERNATH

FZERMHAMEEEE2ERENRSG

FZERMHAREEREBI0%RENEZ

BERERBRARRGE -

(i) RAERBEBEBNE R

Name of Approximate

Associated percentage of

Name of Director Capacity/Nature of Interest Corporation interest

EsnS B EEME HEEEEE #HEHROEI

Mr. Chen Zhi Interest in controlled corporation China TopReach 26.1%
(note 1)

REXE PR PR DA B H) #E 25 H B R 3 (M EET) 26.1%

Mr. Hong Pei Feng Interest in controlled corporation China TopReach 10.3%
(note 2)

IR g e & PR PR DA B H) #E 25 H B R 3 (M 5E2) 10.3%

Mr. Yu Shi Quan Interest in controlled corporation China TopReach 5.4%
(note 3)

REtERE PR PR DA B H) #E 25 H B R 3 (F5E3) 5.4%

Mr. Wang Ping Interest in controlled corporation China TopReach 9.6%
(note 4)

TrEE PR PR DA B H) #E 25 H B R 3 (M9 5E4) 9.6%

Mr. Zhang Tie Zhu Interest in controlled corporation China TopReach 2.0%
(note 5)

SREIT S A PR PR DA B #) HE 25 H B R 3 (9 EES) 2.0%



(iii)

Notes:

These interest in China TopReach is held by TopBig

International, which is wholly-owned by Mr. Chen Zhi.

These interest in China TopReach is held by Blazing Sun, which
is wholly-owned by Mr. Hong Pei Feng.

These interest in China TopReach is held by Keep Profit
International Capital Limited, which Mr. Yu owns 30% of the

shareholding.

These interest in China TopReach is held by China Science,
which is wholly-owned by Shenzhen China Science & Kingwin
Venture Capital Co., Ltd, a company that is in turn owned by
Mr. Wang Ping as to 54.94%.

These interest in China TopReach is held by Real Sight
Consultant Limited, which is wholly-owned by Mr. Zhang Tie
Zhu.

Interests in the underlying Shares of equity

derivatives of the Company

Description of
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4) RHPBEXRENZEEEHFRFA-HR
MEARYNTHEEZEEREEEER
RAREHEAR RYTHRRE DB %R
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P& 4 -

(5) RABRXHENZSERBRETLEES
& ¥ 5 M Real Sight Consultant Limited

FH-

BRAETETARS REBR

e
T
K

=
=

P4
F B
5
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Total number Approximate

Nature of equity derivatives of underlying percentage of

Name of Director Interest (note 1) Shares interest
BASTETAFHE R

BEERE ERME (FF5E1) HERG AR Aotk
Mr. Chen Zhi Personal Share Option 10,433,339 1.4%
BRE&EAE & A B 10,433,339 1.4%
Mr. Hong Pei Feng Personal Share Option 2,745,616 0.4%
IR Ig e A (EPN B A 2,745,616 0.4%
Mr. Zhang Tie Zhu Personal Share Option 9,335,093 1.3%
oR #21F 5 A & A B 9,335,093 1.3%
Mr. Yu Shi Quan Personal Share Option 1,098,246 0.2%
RAREEE (EPN B A 1,098,246 0.2%
Mr. Wang Ping Personal Share Option 549,123 0.1%
FEE4E & A B 549,123 0.1%



SHIFANG HOLDING LIMITED ANNUAL REPORT 2011

Directors’ Report

[ RS

Note: B 3 -

(1) These share options were granted under the Pre-IPO Share (1) ZEBREDEEBEEAAHEEER
Option Scheme. Further details of such options are disclosed BHERE - FHEZERRENE—F
under the paragraph above headed “Pre-IPO Share Option HEREX[ERAHEEAERERT
Scheme”. g —EBEE-

SUBSTANTIAL SHAREHOLDERS’ T2 B P A e Ay B A B IRy R

INTERESTS IN SHARES AND UNDERLYING

SHARES
As at 31 December 2011,

the following persons (other than R-ZTE——F+_A=+—H U TALT(E

Directors or chief executives of the Company) had interests or ~ EHXARAFTFBITHAERIN EHDENIR
short positions in the Shares and underlying Shares as recorded BESRBEKRIFEIBCEARRATENE
in the register required to be kept by the Company pursuant to MBI RABBER D S SA R

Section 336 of the SFO:

Long positions in Shares: REBGOHNEFE:

Approximate

Number of percentage of

Name Capacity/Nature of Interest Shares interest

£ B Mg [ &vig - §E| EEBAES T

China TopReach Beneficial Owner 320,000,000 44 4%

B X I EnlEAA 320,000,000 44.4%

TopBig International Beneficial Owner 42,998,170 6.0%

B E=mfEAA 42,998,170 6.0%

Pride Sky Beneficial Owner 42,606,606 5.9%

Pride Sky E=mfEAA 42,606,606 5.9%

CCBI Asset Management Interest in controlled corporation 42,606,606 5.9%
(note 1)

BREIBEETE ZEEEERS (1) 42,606,606 5.9%

Templeton Interest in controlled corporation 42,606,606 5.9%
(note 2)

B E 1g REESEE M #ER (ME2) 42,606,606 5.9%



Notes:

(1)  CCB International Asset Management Limited (“CCBI Asset
Management”) is deemed to be interested in the interest of Pride
Sky Holdings Limited (“Pride Sky”) in the Company by the SFO
because Pride Sky is wholly-owned by CCBI Asset Management.

(2)  Templeton Strategic Emerging Markets Fund Ill, LDC (“Templeton”)
is a limited duration company incorporated in the Cayman Islands. It
makes strategic investments in emerging markets and is managed by

Templeton Asset Management Ltd.

Save as disclosed herein, the Company has not been notified of
any other person (other than a Director or a chief executive of the
Company) who had an interest or a short position in the shares
and underlying shares of the Company as recorded in the register
required to be kept by the Company pursuant to Section 336 of
the SFO as at 31 December 2011.

CONTINUING CONNECTED
TRANSACTIONS

The Company has entered into the transactions set out below
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.
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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 30 June 2011 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 Fujian
ShiFang and Beijing HongXinTu) entered into between, inter alia,
Mr. Zheng Bo Ling, Mr. Qiang Yi Bin, Mr. Xu Kai Ning and Fujian
ShiFang. Each of Mr. Zheng Bo Ling and Mr. Qiang Yi Bin are
associates 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.

The Structure Contracts were entered into to establish a situation
in which Fujian ShiFang 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 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.

3 3 45 180 A o 32 55
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The transactions under the Structure Contracts (except those
under the Service Agreement) constitute continuing connected
transactions for our Company under Rule 14A.34(1) of the
Listing Rules and are subject to the requirements of reporting,
announcement and independent shareholders’ approval set out in
Rules 14A.45 to 14A.54 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.

Pursuant to Rule 14A.42(3) of the Listing Rules, the Company
have 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.
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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.38 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 have received the approval of the Directors,
have been entered into in accordance with the relevant Structured
Contracts and that no dividends or other distributions have 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;

(i) 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 2011.

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.

EVENTS AFTER THE REPORTING PERIOD
Details of the significant events after the reporting period of the

Group are set out in note 38 to the financial statements.
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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
27 March 2012
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CODE ON CORPORATE GOVERNANCE
PRACTICES

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 code provisions of the Code on
Corporate Governance Practices (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. 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 2011.

CODE PROVISION A.2.1
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.

THERBRLAA —T——F5R

Corporate Governance Report

R ARRE
o 3 U R L
ARRIRAEHRKFEREREANERN

LEE - EFEHRERFEXBERNERFRE
FAEREEEREEFELNESR

BARARIRODREBRMER ETARH_Z—F
¢+:EZEI£E%S AIERANEBBMERD
FIBERARESR EMARL ([ EMRA) M
14ﬁﬁ%ﬁ¢%am$%ﬁ~rﬁ' ([f%EB=FAI)
B FRAMES ERAR AR EE R B
TXREBEEIN EEGRAARATEETFLE

oA ST RIFTE &Y 5T RIS -

TXHIIARARBE-_T——F+ A
St HALEFERBMERNEEERRRIR
HEH

# Bl % SCSE A2 1%
ﬁ%m%%ﬁ?%%#%MY%Azw%Iﬁ
HEERTENACEAERS T REHR—A
BEE X



SHIFANG HOLDING LIMITED ANNUAL REPORT 2011

Corporate Governance Report

AT

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.

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.

The Board comprises 10 Directors, 4 of whom are executive
Directors and 2 of whom is non-executive Director and 4 of whom
are independent non-executive Directors. The biographies of all
Directors are set out on pages 36 to 43 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.

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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During the period under review, the Board convened 4 board
meetings, 2 Audit Committee meetings, 1 Remuneration
Committee meetings and 1 Nomination Committee meetings
respectively. Mr. Yu Shi Quan, Ms. Chen Min and Mr. Cai Jian
Quan were newly appointed as the Company’s Director on 20
December 2011, which the Board only convene 1 board meeting
after their appointment. The attendance of individual Directors
at meetings of the Board, Audit Committee, Remuneration

Committee and Nomination Committee is as follows:
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Meeting attended/held
HE/BTERNY

Audit Remuneration  Nomination
Board  Committee = Committee = Committee
EE® ENZE® FHZE® RHZEE
Executive Directors HTES
Chen Zhi (Chairman & Chief Executive Officer) BE(EEREREHNTE) 4/4 N/A 1/1 1/1
TEH
Hong Pei Feng HIEE 4/4 N/A N/A N/A
TERA TR TER
Zhang Tie Zhu (Chief Financial Officer) REE (HEVEE) 3/4 N/A N/A N/A
TEA THEA TEA
Yu Shi Quan (i) REE() 11 N/A N/A N/A
TEH TEHA TEA
Non-executive Directors FHTES
Wang Ping FF 4/4 N/A N/A N/A
TEA THEA TEA
Chen Min (i) BREA() 11 N/A N/A N/A
TEH TEA TEA
Independent Non-executive Directors BUKHTES
Wong Heung Ming, Henry B8 4/4 22 1/1 1N
Zhou Chang Ren 5=y 44 212 1/1 N/A
TEA
Zhuo Ze Yuan 225 4/4 22 N/A 17
TEMA
Cai Jian Quan () B 171 N/A N/A N/A
TEA THA TEA

(i)  Appointed on 20 December 2011

i) RZFE——F+-_A-+HEZRE
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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.

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.
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Appointment and Re-election of Directors

Each of the executive Directors and non-executive Director 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 Directors
(including those appointed for a specific term) shall be subject to

retirement by rotation at least once every three years.

Model Code for Directors’ Securities Transactions

The Company has adopted the Model Code as set out in Appendix
10 of the Listing Rules (the “Model Code”) as its own code
of conduct regarding securities transactions by the Directors.
Directors are reminded of their obligations under the Model Code
on a regular basis. The Company has made specific enquiry of all
Directors and all Directors have confirmed that they have complied
with the required standard set out in the Model Code throughout

the period under review.
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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. Zhuo Ze Yuan.

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

- 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 judgments 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,
2011, including the accounting policies and practice adopted by

the Group.
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During the year ended 31 December 2011, 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.

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.
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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. Zhuo Ze Yuan (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.

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,
2011 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.
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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 76

to 78 of this annual report.

During the year ended 31 December, 2011, the remuneration
paid or payable to PWC for audit services, audit related services
and non-audit services amounted to RMB2,484,000 (2010:
RMB811,000), RMB1,324,000 (2010: RMB12,191,000) and
RMB9,000 (2010: RMB78,000) 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
2011, the Board has reviewed the effectiveness of the internal

control system of the Group through the Audit Committee.

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.
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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 79 to 208, which comprise the
consolidated and company balance sheets as at 31 December
2011, and the consolidated statement of comprehensive income,
the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended,
and a summary of significant accounting policies and other

explanatory information.

DIRECTORS” RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS
The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view
in accordance with 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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PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com



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 judgment, including the assessment of the risks of
material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s
preparation of 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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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 2011, and of the Group's
profit 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.

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, 27 March 2012

BPRE ZEAHUBREACBERERGG

HEBEEMAFHRRE AT LS LB
—E——F+_A=Z+—HWEBRR K&
SEEHZZHLEFENMBERBESRE B

HIREE (RAMEP) MIBERTLRER -

31
ARE(BRER)DAKREMRRILAE R E
BRERME B2 AREREEMBE M-
BT ERABENANTAEMNEMALE
SAEEEREE

B KBS AEBM
B E BT ED

BB —E——-—F=A=-++H



T —FFR

Consolidated Balance Sheet

As at 31 December 2011
W F——FfZH="1—H

2011 2010
—g—-% —T-TF
Note RMB’000 RMB’000

B ARBTR ARETTT

ASSETS

Non-current assets
Property, plant and equipment
Investment properties
Intangible assets
Interest in an associate
Prepayments, deposits and other

receivables

Current assets
Inventories
Assets held for sale
Trade receivables — net
Prepayments, deposits and other

receivables

Amounts due from related parties
Cash and cash equivalents

Total assets

EQUITY

Equity attributable to equity
holders of the Company
Share capital
Share premium
Other reserves
Retained earnings

Non-controlling interests

Total equity

aE
FRBEE

ME BERRE
BREME

BVEE

REE QAR
BARE e kEMER

RIH

REBEE
&
FIFHEERE
B 5 WA — 3
BARE e REAMER

RIH

FE U B8 38 A £ 3R
RekREFERAHA

HEE

R
ARFERFEARGERS

N

B A 4t (8
H A 1
R B 3 A

FEIE R A 2

REAE

7 61,359 51,315
8 1,975 1,817
9 52,307 4,198

10 40,393 -
12 447,500 190,000
603,534 247,330

14 8,245 5,287
13 29,336 29,848
11 259,669 254,629
12 294,649 187,773
33(c) 4,829 14,135
15 214,377 546,001
___8n.1oes - 1,037,673

__ 1414639 1,285,003

20 62,863 63,860
20 530,900 540,311
21 104,017 91,268
421,265 375,675

1,119,045 1,071,114

37,005 472

1,156,050 1,071,586
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Consolidated Balance Sheet

As at 31 December 2011
e = e

2011 2010
—E——fF —E—FF
Note RMB’'000 RMB'000
B 2 ARET T ARETIT
LIABILITIES af&
Non-current liabilities FERBEE
Borrowing & 17 1,006 2,789
Amount due to a related party B EE AT FA 33(c) 68,600 =
Deferred income tax liabilities BRIEFTSTHAE 19 7,397 =
_____ 77,003 2,789
Current liabilities RBaE
Trade payables Z 5 I8 18 4,147 4,164
Other payables and accrued H M e I8 KRR X
expenses 18 86,668 114,825
Current income tax liabilities BIEAFT S B & 40,967 34,678
Borrowings (R 17 48,522 51,818
Amounts due to related parties e~ B8 & A L FR08 33(c) 1,282 5,143
___ 18158 210,628
Total liabilities weE 258,589 213,417
Total equity and liabilities EakBEAE 1,414,639 1,285,003
Net current assets REEEFE 629,519 827,045
Total assets less current liabilities BWEERRBERE 1,233,053 1,074,375

Approved and authorised for issue by the Board of Directors on 27
March 2012 and signed on behalf of the Board by:

Chen Zhi

Director

EF

REFGWN _E——F=F -+t HILETRK
B WHTINEEREESEERE:

Hong Pei Feng
ey 4

The notes on pages 86 to 208 are an integral part of these

financial statements.

Director
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Balance Sheet

As at 31 December 2011
W F——FfZH="1—H

2011 2010
—E——F —E—ZF
Note RMB’000 RMB'000
B o ARET T AREFIT
ASSETS BE
Non-current assets IRBEE
Investment in subsidiaries RH B R RAIEE 22 5,118 342
5,118 342
Current assets REBEE
Prepayment and other receivable TE - FRIE K H e YR IR 12 26,789 26,672
Amounts due from subsidiaries JE U Bf B A B FRIE 23 662,497 494,220
Cash and cash equivalents HeMReEEIER 15 1,675 189,801
___690961 710,693
Total assets BEE 696,079 711,035
EQUITY s
Equity attributable to equity KATERFEEAELESR
holders of the Company
Share capital [N 20 62,863 63,860
Share premium I 17 5 B 20 530,900 540,311
Equity-based compensation reserves VA B% 8 7 25 18 1 357 M % 21 10,624 5,263
Accumulated deficits ZETEA 21 (19,238) (5,520)
___585149 603914
Total equity B 585,149 603,914
LIABILITIES a&
Current liabilities RBEE
Other payables and accrued H b B FE R BRI
expenses 18 27,710 26,930
Amounts due to subsidiaries R EENGIE O 23 83,220 80,191
110,930 107,121

Total liabilities

mEE

110,930 107,121
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Balance Sheet

As at 31 December 2011
e = e

2011 2010
—®--% —T-%F
Note RMB’000 RMB'000

B ARBTR ARETT

Total equity and liabilities EakBEAE
Net current assets RBEEFEE

Total assets less current liabilities WEERRBERE

Approved and authorised for issue by the Board of Directors on 27
March 2012 and signed on behalf of the Board by:

696,079 711,035
580,031 603,572
585,149 603,914

REFEN _TE——F=F -+t HILETRK
EHE WHTINEEREAESEERE:

Chen Zhi Hong Pei Feng
B & gyl

Director Director
EF EFE

The notes on pages 86 to 208 are an integral part of these

financial statements.
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Consolidated Statement of Comprehensive Income

For the year ended 31 December 2011

BE Rl = — LS

2011 2010
—E——F —E-ZF
Note RMB’'000 RMB'000
B 5 AR®T R ARET T
Revenues A 5 529,034 529,940
Cost of sales 5 & AR 25 (262,729) (274,144)
Gross profit E R 266,305 255,796
Selling and marketing expenses HENREHEAS 25 (38,049) (26,770)
General and administrative expenses —MRITEAX 25 (156,292) (51,994)
Other income — net HAhUg A —F58 24 10,077 9,591
Operating profit geEmF 82,041 186,623
Finance income B & W i 27 2,472 274
Finance costs & X AR 27 (1,687) (1,462)
Finance income/(costs) — net BME W (RAR)—F5E 27 785 (1,188)
Share of loss of an associate FEAG B = A R B 18 10 (307) =
Profit before income tax B P 18 Bt Al )2 82,519 185,435
Income tax expenses T8 ®i A X 28 (23,498) (24,355)
Profit for the year F A F 59,021 161,080
Other comprehensive income H b2 H U=
— Revaluation surplus —EHAH% - 919
Total comprehensive income for FRE2EKELE
the year 59,021 161,999
Profit/(loss) attributable to: LT &ERMEER, (FE) :
— Equity holders of the Company o WNEIE: EES PN 52,978 161,095
— Non-controlling interests —FEER AR 6,043 (15)
59,021 161,080
Total comprehensive income/(loss) M T&EEEZEUE
attributable to: (E51R) %%
— Equity holders of the Company —ARRNFEEFEA 52,978 162,014
- Non-controlling interests —FEERE S 6,043 (15)
59,021 161,999
Earnings per share for profit RATIERFTA ARG
attributable to equity holders of the RO
Company
— Basic (RMB per share) —EX(BRARE) 29 0.0727 0.2858
— Diluted (RMB per share) — ¥ (BRARE) 29 0.0727 0.2824
Dividend % 2 30 - =

The notes on pages 86 to 208 are an integral part of these

financial statements.
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Consolidated Statement of Changes in Equity
GRi £ 1ES

For the year ended 31 December 2011
BEZF——FF ZH="A—HILFE

Capital Equity-hased Non-

Share Share  redemption Capital Revaluation compensation  Statutory  Retained controlling Total
Capital ~ premium reserve reserves reserve reserves  Reserves  Earnings Total interests Equity
HREAR

Rx RN

R RHEE RERE  EAEE  EMER  FERER i8R REW ot FERER  ERAE
Note RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
fid  AR®TR ARETR ARETRL ARETR ARMTR ARBTR ARMTZ ARBTR ARMTR ARETR ARET:R

Balance at 1 January 2011 RZE-——F-A-ANER 63,860 540,311 - 60,454 919 5263 24,632 375675 1,071,114 472 1,011,586
Comprehensive income 2ENE
Profit for the year Rt - - - - - - - 52,978 52,978 6,043 59,021
Total comprehensive income 2ENEEE - - - - - - - 52,978 52,978 6,043 59,021
Transactions with owners HEEANRS
Appropriation to statutory reserves BRTGREE - - - - - - 6,391 (6:391) - - -
Non-controlling interests arising from RUMBARMELHERRES
formation of subsidiaries - - - - - - - - - 30,490 30,490
Equity-based compensation WREBERMEH 35 - - - - - 5,361 - - 5,361 - 5,361
Repurchase and cancellation of shares EEREHRG 20 (997) (9,411) 997 - - - - (997)  (10,408) - (10,408)
Total transactions with owners BRRANRSLE (997) (9.411) 997 - - 5,361 6,391 (7.388) (5.087) 30490 25,483
Balance at 31 December 2011 RZE-—F+ZA=t-RNEH 62,863 530,900 997 60,454 919 10,624 31,023 421,265 1,119,045 37,005 1,156,050
Equity-based Non-
Share Share Capital Revaluation  compensation Statutory Retained controlling Total
capital premium reserves reserve reserves Reserves Earnings Total interests Equity
URER
2Rt
Bx REEE EXEE EfffE FHAE EERE REBR @ FERES RHAH

Note RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ME ARBTT ARETR ARETR ARETR ARETR ARETR AR¥TR ARETR ARETR AR¥TR

Balance at 1 January 2010 R=F-TF-f—-AMKH - - 62,081 - - 19,042 220,170 301,293 487 301,780
Comprehensive income 2EUE
Profit/(loss) for the year FRER/ (F8) - - - - - - 161,095 161,095 (15) 161,080
Revaluation surplus BfERY - - - 919 - - - 919 - 919
Total comprehensive income 2ANEEE - - - 919 - - 161,095 162,014 (15) 161,999
Transactions with owners REEANRS
Appropriation to statutory reserves ERDATRE - - - - - 5,590 (5,590) - - -
Contributions from equity holders BRBEALE 20 48,284 190,657 - - - - - 238,941 - 238,941
Issuance of share capital BIRA - 342 (342) - - - - - - -
Share issuance costs FROETRA - - (1,285) - - - - (1,285) - (1,285)
Equity-based compensation IAREBEROEH 35 = = - - 5,263 - = 5,263 = 5,263
Issue of shares in connection with the RERBERTRG

Global Offering 20 15,576 456,365 - - - - - 471,941 - 471,941
Share issuance costs in connection with 5 B 2 BB EHRHHITH A

the Global Offering - (107,053) - - - - - (107,053) - (107,053)
Total transactions with owners HBREEANRFEE 63,860 540,311 (1,627) - 5,263 5,590 (5,590) 607,807 = 607,807
Balance at 31 December 2010 R=F-TF+-A=+-H

fEH 63,860 540,311 60,454 919 5,263 24,632 375,675 1,071,114 472 1,071,586

The notes on pages 86 to 208 are an integral part of these F86E208E MBI EMBIETNEE

financial statements. 9 e
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Consolidated Statement of Cash Flows

For the year ended 31 December 2011
BEZF——F T ZH="1—HILFE

2011 2010
—E——F —E-ZTF
Note RMB’'000 RMB'000
B & AR®T R ARET T
Cash flows from operating activities K& EZHAESHESRE
Cash generated from operations REEBMEES 31 22,628 85,692
Interest received =EE NS 27 2,472 274
Interest paid =ENEESS 27 (1,687) (1,462)
Income tax paid BT EH (18,955) (17,742)
Net cash generated from operating KEEEFSR T8
activities 4,458 66,762
Cash flows from investing activities REEZBHFESELSRE
Prepayment for long term investments K EJI& & M FE N FKI8 12 (75,000) (98,000)
Acquisition of a business Yo g — I8 7% 36 (40,000) =
Investment in an associate REEE N R E 10 (40,700) =
Additions of property, plant and MZE - WEREERE
equipment 7 (18,806) (23,955)
Additions of intangible assets EEENE 9 (8,575) (1,030)
Deposits to newspaper publishers and 45 F R 4% ) il 7 LA & & 88 &
for marketing and promotion projects S {E1E B Wi & (208,750) (32,000)
Return of deposits from a marketing REEEREEIEE W
and promotion project Ze 8,750 =
Proceeds from disposal of property, HEME - KE RZEFE
plant and equipment RIE 31(b) 154 151
Net cash used in investing activities WEEEFTAR S F5E (382,927) (154,834)
Cash flows from financing activities BIEEFBHFESESRE
Capital contribution from equity holders A QA Rz H AJEE
of the Company 20 - 238,941
Repurchase of shares of the Company B [@ A& 2 &l i 7 20 (10,408) =
Proceeds from borrowings ERNGIECE /L] 47,000 54,607
Repayment of borrowings BREBER (52,079) (47,260)
Advance from a related party BE AT EK 68,600 -
Proceeds from loans from related SHECR B EEATHER
parties - 8,656
Capital contribution from non- R ERIEE
controlling interests 33(c) 30,016 =
Repayment of loans from related parties {E&/iE A T E & - (64,125)
Proceeds from issuance of ordinary KIBERBEERRRIRMNET
shares pursuant to the global offering & & FT15 718
of the Company’s shares 20 - 471,941
Payments for share issuance costs AT BT AR (36,284) (69,330)
Net cash generated from financing BB EEATEEHR 255
activities 46,845 593,430
Net (decrease)/increase in cash and BRERHELZEER (BL)
cash equivalents BinEE (331,624) 505,358
Cash and cash equivalents at beginning F¥fE < KRS EEEE
of the year 15 546,001 40,643
Cash and cash equivalents atend of ERHWBEESRBESZEIER
the year 214,377 546,001

The notes on pages 86 to 208 are an integral part of these

financial statements.
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Notes to the Consolidated Financial Statements

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 Islands
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 27 March
2012.

The consolidated financial statements of Shifang
Holding Limited have been prepared in accordance with
International Financial Reporting Standards (“IFRS"),
using the historical cost convention as modified by the
revaluation of investment properties, which are carried

at fair value.
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Notes to the Consolidated Financial Statements

The preparation of consolidated financial statements in
conformity with IFRSs requires the use of certain critical
accounting estimates. It also requires management
to exercise its judgment in the process of applying
the Group’s accounting policies. The areas involving
a higher degree of judgment 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.

Notwithstanding that the Group has net cash outflow
of RMB331,624,000 for the year ended 31 December
2011, the Group had cash and cash equivalents of
RMB214,377,000. Based on the directors’ review
of the Group's cash flow projections, including the
Group’s expected cash flows from operations and
banking facilities that will be available beyond 31
December 2012, the Group is expected to have
sufficient financial resources to satisfy its future
working capital requirements as at 31 December 2012
and other financial obligations as and when required.
Accordingly, the directors consider that it is appropriate
to prepare the Group’s consolidated financial

statements on a going concern basis.
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Notes to the Consolidated Financial Statements

Change in accounting policy and disclosures

(@) New and amended standards effective in 2011

The Group has adopted the following new and
amended standards and interpretation as at 1

January 2011:

IAS 24 (Revised)  Related party disclosures

IAS 32 Classification of rights issues
(Amendment)
IFRIC — Int 19 Extinguishing financial liabilities

with equity instruments

Amendment to Prepayments of a minimum
IFRIC - Int 14 funding requirement

Amendment to Limited exemption from
IFRS 1 comparative IFRS 7 disclosures
for first-time adopters

Annual Third annual improvements
Improvements projects (2010) published in May
Project 2010
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Notes to the Consolidated Financial Statements

Change in accounting policy and disclosures

(continued)

(a)

New and amended standards effective in 2011
(continued)
IAS 24 (Revised) “Related party disclosures”

The revised standard introduces an exemption
from all of the disclosure requirements of IAS
24 for transactions among government-related
entities and the government. Those disclosures

are replaced with a requirement to disclose:

- the name of the government and the nature
of their relationship; and

- the nature and amount of any individually-
significant transactions; and

- the extent of any collectively-significant

transactions qualitatively or quantitatively.

It also clarifies and simplifies the definition of a

related party.
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Notes to the Consolidated Financial Statements

ANNUAL REPORT 2011

Change in accounting policy and disclosures

(continued)

(a)

New and amended standards effective in 2071
(continued)

IAS 32 (Amendment) “Classification of rights
issues”

Rights issues are now required to be classified
as equity if they are issued for a fixed amount
of cash regardless of the currency in which the
exercise price is denominated, provided they are
offered on a pro rata basis to all owners of the
same class of non-derivative equity. Entities will
no longer classify rights issues, for which non-
derivative the exercise price is denominated in a
foreign currency, as derivative liabilities with fair
value changes being recorded in profit or loss.
Rather, entities will be able to classify these rights

in equity with no re-measurement.

The scope of the amendment is narrow and does
not extend to foreign-currency-denominated
convertible bonds. For these instruments, the
embedded option to acquire the issuer’s equity
will continue to be accounted for as a derivative
liability with fair value changes recorded in profit

or loss.
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Notes to the Consolidated Financial Statements

Change in accounting policy and disclosures

(continued)

(a)

New and amended standards effective in 2011
(continued)
IFRIC — Int 19 “Extinguishing financial liabilities

with equity instruments”

The interpretation clarifies the accounting by
the debtor when the debtor renegotiates the
terms of its debt with the result that the liability
is extinguished through issuing its own equity
instruments to the creditor (i.e. a “debt for equity
swap”). A gain or loss recognised in profit or
loss is the difference between the fair value of
the equity instruments issued and the carrying

amount of the financial liability.

If the fair value of the equity instruments cannot
be reliably measured then the fair value of the
existing financial liability is used to measure the

gain or loss.

The amount of the gain or loss should be
separately disclosed on the face of the statement

of comprehensive income or in the notes.

This interpretation applies to all debtors that
enter into debt for equity swap transactions in

full or partial settlement of a financial liability.
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Notes to the Consolidated Financial Statements

ANNUAL REPORT 2011

Change in accounting policy and disclosures

(continued)

(a)

New and amended standards effective in 2011
(continued)
Amendment to IFRIC — Int 14 “Prepayments of a

minimum funding requirement”

Some entities that are subject to a minimum
funding requirement have elected to prepay their
pension contributions. The prepaid contributions
are recovered through lower minimum funding
requirements in future years. The previous version
of IFRIC 14 did not permit the recognition of an
asset for any surplus arising from the voluntary
prepayment of minimum funding contributions in
respect of future service. This was an unintended
consequence of the interpretation, which
has been amended to require that an asset is

recognised in these circumstances.

Amendment to IFRS 1 “Limited exemption from
comparative IFRS 7 disclosures for first-time

adopters”

The amendment is to provide first-time adopters
with the same transition provisions as included in
the March 2009 amendment to IFRS 7 in relation
to relief from presenting comparative information
that ended before 31 December 2009 for new

fair value disclosures requirement.
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Notes to the Consolidated Financial Statements

Change in accounting policy and disclosures

(continued)

(a)

New and amended standards effective in 2071
(continued)

Annual Improvements Projects

The international Accounting Standard Board
("IASB") published its third annual improvements
projects in May 2010. The annual improvements
process is a timely and efficient way to make
amendments to IFRS and address inconsistencies
within or between standards and areas where
the standards are unclear. The directors of the
Company has assessed the impact of these
annual improvements and concluded that they
would 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

Change in accounting policy and disclosures

(continued)

(b)

Standards, amendments and interpretations that

are not yet effective and have not been early

adopted by the Group

The following standards, amendments and

interpretations have been published and are

mandatory for the accounting periods beginning

on or after 1 January 2012 or later periods, and

the Group has not early adopted.

IFRS 7

(Amendment)

IFRS 1

(Amendment)

IAS 12

(Amendment)

IAS 1

(Amendment)
IAS 27

(Revised 2011)

|IAS 28
(Revised 2011)

IFRS 9

IFRS 10

Disclosures — Transfers of

financial assets

Severe hyperinflation and
removal of fixed dates for first-
time adopters

Deferred tax: Recovery of

underlying assets

Presentation of financial

statements

Separate financial statements

Associate and joint ventures

Financial instruments

Consolidated financial

statements
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Notes to the Consolidated Financial Statements

Change in accounting policy and disclosures B HEREEEENEE
(continued) (#&)
(b)  Standards, amendments and interpretations that (b) A ARAERL R A5 [E] [ oK R

are not yet effective and have not been early

adopted by the Group (continued)

IFRS 11 Joint arrangements
IFRS 12 Disclosure of interests in other
entities
IFRS 13 Fair value measurements
IAS 19 Employee benefits
(Amendment)
IFRIC - Int 20 Stripping costs in the production

phase of a surface mine

The Group has already commenced an assessment
of the impact of above new standards, revised
standards and amendments to existing standards
and interpretations but is not yet in a position
to state whether the new standards, revised
standards and amendments to existing standards
and interpretations would have a significant
impact to its results of operations and financial

position.
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Notes to the Consolidated Financial Statements

(a) Subsidiaries (a) H1BLRA

Consolidation

Subsidiaries are all entities (including special
purpose entities) over which the group has the
power to govern the financial and operating
policies generally accompanying a shareholding
of more than one half of the voting rights. The
existence and effect of potential voting rights
that are currently exercisable or convertible are
considered when assessing whether the group
controls another entity. The group also assesses
existence of control where it does not have
more than 50% of the voting power but is able
to govern the financial and operating policies
by virtue of de-facto control. De-facto control
may arise from circumstances such as enhanced
minority rights or contractual terms between

shareholders, etc.

Subsidiaries are fully consolidated from the date
on which control is transferred to the Group.
They are de-consolidated from the date that

control ceases.

Inter-company transactions, balances, income
and expenses on transactions between group
companies are eliminated. Profits and losses
resulting from inter-company transactions that
are recognised in assets are also eliminated.
Accounting policies of subsidiaries have been
changed where necessary to ensure consistency

with the policies adopted by the group.
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Notes to the Consolidated Financial Statements

(a) Subsidiaries (continued)

Business combinations

The Group applies the acquisition method
to account for business combinations. The
consideration transferred for the acquisition
of a subsidiary is the fair values of the assets
transferred, the liabilities incurred to the
former owners of the acquiree and the equity
interests issued by the group. The consideration
transferred includes the fair value of any asset or
liability resulting from a contingent consideration
arrangement. ldentifiable assets acquired and
liabilities and contingent liabilities assumed in
a business combination are measured initially
at their fair values at the acquisition date. The
group recognises any non-controlling interest
in the acquiree on an acquisition-by-acquisition
basis, either at fair value or at the non-controlling
interest’s proportionate share of the recognised

amounts of acquiree’s identifiable net assets.

Acquisition-related costs are expensed as

incurred.

Goodwill is initially measured as the excess of
the aggregate of the consideration transferred
and the fair value of non-controlling interest over
the net identifiable assets acquired and liabilities
assumed. If this consideration is lower than the
fair value of the net assets of the subsidiary
acquired, the difference is recognised in profit or

loss.
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Notes to the Consolidated Financial Statements

(a) B1/BLE (&)

(a) Subsidiaries (continued)

Separate financial statements

Investments in subsidiaries are accounted for at
cost less impairment. Cost is adjusted to reflect
changes in consideration arising from contingent
consideration amendments. Cost also includes
direct attributable costs of investment. The results
of subsidiaries are accounted for by the company

on the basis of dividend 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.

Accounting policies of subsidiaries have been
changed where necessary to ensure consistency

with the policies adopted by the Group.
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Notes to the Consolidated Financial Statements

(b) 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. Fujian ShiFang, one of the
Company’s wholly owned subsidiaries, entered
into contractual agreements with Beijing
HongXinTu (the “Structural Agreements”), where
Fujian ShiFang provides consulting services to
Beijing HongXinTu and is entitled to (1) receive
a substantial portion of the economic benefits
from Beijing HongXinTu; (2) exercise effective
control over Beijing HongXinTu, and (3) have
an exclusive option to purchase all or part of
the equity interests in Beijing HongXinTu when
and to the extent permitted by the PRC laws. By
virtue of the contractual arrangements, Beijing
HongXinTu is a SPE and deemed as a subsidiary of
the Company under the requirements of Standing
Interpretations Committee No.12 (”SIC-12"),

“Consolidation — Special Purpose Entities”.
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Notes to the Consolidated Financial Statements

(b) #}%5 HYERE (&)

(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's
results, assets and liabilities in financial

statements of ShiFang Holding Limited.
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Notes to the Consolidated Financial Statements

(c) Business combinations under common

control

The consolidated financial statements incorporate
the financial statement items of the combining
entities or businesses in which the common
control combination occurs as if they had been
consolidated from the date when the combining
entities or businesses first came under the control

of the controlling party.

The net assets of the combining entities or
businesses are consolidated using the existing
book values from the controlling parties’
perspective. No amount is recognised in respect
of goodwill or excess of acquirer’s interest in the
net fair value of the acquiree’s identifiable assets,
liabilities and contingent liabilities over cost at
the time of common control combination, to
the extent of the contribution of the controlling
party’s interest. All differences between the
cost of acquisition (fair value of consideration
paid) and the amounts at which the assets and
liabilities are recorded have been recognised

directly in equity as part of the capital reserve.
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Notes to the Consolidated Financial Statements

(c)

ANNUAL REPORT 2011

Business combinations under common
control (continued)

The consolidated statement of comprehensive
income includes the results of each of the
combining entities or businesses from the earliest
date presented or since the date when combining
entities or business first came under common
control, where this is a shorter period, regardless

of the date of the common control combination.

The comparative amounts in the financial
statements are presented as if the entities or
business had been consolidated at the earliest
balance sheet date presented or when they first
came under common control, whichever is the

later.

Inter-company transactions, balances and
unrealised gains on transactions between the
combining entities or businesses are eliminated.
Unrealised losses are also eliminated but
considered as an impairment indicator of
the asset transferred. Accounting policies of
subsidiaries have been changed where necessary
to ensure consistency with the policies adopted

by the Group.
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Notes to the Consolidated Financial Statements

(d) Transactions with non-controlling

(e)

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.

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.
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Notes to the Consolidated Financial Statements

(e) Associates (continued) (e) BZELa (E)

The Group’s share of post-acquisition profit or
loss is recognised in the income statement, 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.

The Group determines at each reporting date
whether there is any objective evidence that the
investment in the associate is impaired. If this
is the case, the Group calculates the amount
of impairment as the difference between the
recoverable amount of the associate and its
carrying value and recognises the amount
adjacent to ‘share of profit/(loss) of an associate’

in the income statement.
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Notes to the Consolidated Financial Statements

(e) Associates (continued)
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 income

statement.

Operating segments are reported in a manner
consistent with the internal reporting provided to the
chief operating decision-maker. The chief operating
decision-maker, 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.

(e) BHELF (&)
AEBEEARENRZEHN L
o e Tl 32 5 B A B0 i M) K S
BRASENT B RKRER
HEEDARR E R R] PRV IERER
BEEDRR RERBEE
¥1$‘ﬁ’*ﬁ@#“ﬁﬁ%&%ﬁ‘n?ﬁiﬁ
NTEEEEHTRE B S
RAMEBARRCIELERE
2R LAREOR B2 £R B BT £ AR A9
KR — B

ERRNREMELHE
Yo at M B 1R U 25 R AR

RESBIRERNTIBLEERRAE
W%B%i&% BHNLTAZH-EE

ABEDEERLFZE
LHENERR BKRERBAEFD
BAENEES ([EFg])-

N

1S
i
% Yt
R

Ny



Notes to the Consolidated Financial Statements

ANNUAL REPORT 2011

(a) Functional and presentation currency

(b)

ltems 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.

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 or
cost’. All other foreign exchange gains and losses
are presented in the consolidated statements of
comprehensive income within ‘other gains/(losses)

- net’.

(a)

(b)

HEER 25 M

AEEETEERBY R
ARIER HUZERE
EEXERBERENAT
([hEEE™ | )t E - AT
BRAARE (TARE] 2
5 MARESBARRINEER
ERAEBESE-

R&T
=il

(]

/

X8 REB

INER ZIIER FHE B XA
IR B K EARGEEE BN
EXRMEDEER HEE
HER D MIBFRERBEI
SNEFSIEREEEEMAEM
EEmINEWm MEBEREES
HFEmEmK SR ER -

BRABFIARAEERESE

T8 B My4MNE W MBS RN A G
2SR [ BE Was s
K] 25 A H A I E W 28
REBRARGHEE KRR
[Efblzs, (BE) —FE]

275



T —FFR

Notes to the Consolidated Financial Statements

(c) Group companies

The results and financial position 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:

(iy  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 as a separate component of

equity.

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.

(c) FEEAF

DEEEEERNZ G-
EEEER (U TP REER
AR [ M) B ) B 4R Ko
BN BT ABRES
2 E%:

) BEEBBXREINE
EHRAGENZEEAR
RASHE B EY YT E R
& ;

(i FErEKEERHERAR
X Ty iR T R
HoWEMmMzZTFHELE
R BBITERZGF
E205ELE BIWA R
X HRZ 5 A WIE &
# R

(i) FAELMAELEZHRN
HRASESHE LA

7 e

BUFRA R BREBINERKF
BB RAE KA E A I X R
EERCREm - R EHE B
D BINERE - G A A E
AEBEREHEE R RER
R E RS EE - -



ANNUAL REPORT 2011

Notes to the Consolidated Financial Statements

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 statement of comprehensive income

during the financial period in which they are incurred.

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 years or the remaining term
improvements 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.
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Notes to the Consolidated Financial Statements

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 2.8).

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.

Property that is held for long-term rental yields
and is not occupied by the Group is classified as
investment property. Land held under operating
leases is accounted for as investment properties
when the rest of the definition of an investment
property is met. In such cases, the operating leases
concerned are accounted for as if they were finance
leases. Investment property is initially measured at
cost, including related transaction costs. After initial
recognition at cost investment properties are carried at
fair value, representing open market value determined
at each reporting date by external valuers. Fair value is
based on active market prices, adjusted, if necessary,
for any difference in the nature, location or condition
of the specific asset. If the information is not available,
the Group uses alternative valuation methods such as
recent prices on less active markets or discounted cash
flow projections. Changes in fair values are recorded in
the consolidated statement of comprehensive income

as part of “other gains/losses, net”.
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Notes to the Consolidated Financial Statements

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.

BE

BHEELBRBHEBAR BEQ
ﬂ&é%@ﬁ’ﬂh%%%ﬁ%ﬁ
AN SR A 1 A T 0 R R AR B
E-RAERIBRBEARFETH
B R ET RS
BEMNER-

REARANE AXBAHES
MEEeNEZRHMBXERNE G
MR EN S ERTEREEE
%@Wﬁ@?i“@ﬂ°&%%%

Wﬂaﬁﬁmﬁﬁﬁﬁﬁ?
MK B - HEREE N EKF

= AR
BEEe

HEEFFHETBERN HEH
EHERER RSB R E
AR - (EHE AT R - I BRE
BEHREANESEELE  JRES
BAERAEEAABEREERA
S E o AR E RN R AR
X -BH®ETEED-



T —FFRF

Notes to the Consolidated Financial Statements

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

to eight years.

Contractual customer relationships

Contractual customer relationships acquired in a
business combination are recognised at fair value
at the acquisition date. The contractual customer
relationships 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 customer relationships over their expected

lives of three to four years.
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Notes to the Consolidated Financial Statements

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 software

and web site so that it will be available for use;

o Management intends to complete the software

and web site, and use or sell it;

o There is an ability to use or sell the software and

web site;

o It can be demonstrated how the 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 its development can

be reliably measured.
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Notes to the Consolidated Financial Statements

Computer software and web site (continued)
Directly attributable costs that are capitalised as
part of the 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.

Acquired computer software and web sites are initially
capitalised at cost which includes the purchase price
(net of any discounts and rebates) and other directly
attributable cost of preparing the asset for its intended
use. Direct expenditure including employee costs,
which enhances or extends the performance of the
computer software beyond its specifications and which
can be reliably measured, is added to the original cost
of the software. Costs associated with maintaining the
computer software are recognised as an expense when

incurred.

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 3 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 expensed as

incurred.
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Notes to the Consolidated Financial Statements

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 impairment are reviewed for
possible reversal of the impairment at each reporting
date.

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.

Classification - 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 maturities greater 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 balance sheet (Notes
2.13 and 2.14).
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Notes to the Consolidated Financial Statements

Recognition and measurement

Regular 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. Loans and receivables
are subsequently carried at amortised cost using the

effective interest method.

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 issuer or

obligor;

o 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;
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Notes to the Consolidated Financial Statements

e It becomes probable that the borrower will enter o [BERAB TR ESEITEAM
bankruptcy or other financial reorganisation; BB
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e  Observable data indicating that there is a s BTERMEEMAFEEM
measurable decrease in the estimated future cash ARBEREEBRSTEEEY
flows from a portfolio of financial assets since FHERBE A EERE (BIE
the initial recognition of those assets, although ReENEERNER € /mEE
the decrease cannot yet be identified with N R A BRTE ) /Y AT BR SR
the individual financial assets in the portfolio, B eiE:
including:
(i) adverse changes in the payment status of (i) HAERERARERIK
borrowers in the portfolio; and M THEE
(i) national or local economic conditions that (iy HHEAEGRNEEBEER
correlate with defaults on the assets in the 1B Y 2 B S i [ 48
portfolio. RS, o
The Group first assesses whether objective evidence of AEBEATHREFERENT

impairment exists. BER -



T —FFR

Notes to the Consolidated Financial Statements

The amount of the loss is measured as the difference
between the asset’s carrying amount and the present
value of estimated future cash flows (excluding future
credit losses that have not been incurred) discounted
at the financial asset’s original effective interest rate.
The carrying amount of the asset is reduced and the
amount of the loss is recognised in the statement of
comprehensive income. If a loan has a variable interest
rate, the discount rate for measuring any impairment
loss is the current effective interest rate determined
under the contract. As a practical expedient, the
Group may measure impairment on the basis of an
instrument’s fair value using an observable market

price.

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 statement of comprehensive income.
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Notes to the Consolidated Financial Statements

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.

Trade and other 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.

Cash and cash equivalents include cash on hand and
deposits held at call with banks with original maturities

of three months or less.
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Notes to the Consolidated Financial Statements

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.

Where any group company purchases the company’s
equity share capital (treasury shares), the consideration
paid, including any directly attributable incremental
costs (net of income taxes) is deducted from equity
attributable to owners of the company until the shares
are cancelled or reissued. Where such ordinary shares
are subsequently reissued, any consideration received,
net of any directly attributable incremental transaction
costs and the related income tax effects, is included in

equity attributable to owners of the company.

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 noncurrent

liabilities.

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

effective interest method.
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Notes to the Consolidated Financial Statements

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
carried at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in the statement of comprehensive
income over the period of the borrowings using the

effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement
of the liability for at least 12 months after the end of
the reporting period.

The tax expense for the period comprises current and
deferred tax. Tax is recognised in the 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.

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 associate 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.
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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, 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 substantially 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.

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.

Deferred income tax is provided on temporary
differences arising on investments in subsidiaries and
associates, except 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.

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

(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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(b)

(c)

(d)

T —FFR

Notes to the Consolidated Financial Statements

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 the
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

(d) Equity-based compensation (continued) (d) UREBEENZTH (&)

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:

o including any market performance
conditions (for example, an entity’s share

price);

° 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

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

employees to save).

Non-market vesting conditions are included
in assumptions about the number of options
that are expected to vest. The total expense is
recognised over the vesting period, which is the
period over which all of the specified vesting
conditions are to be satisfied. 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
vesting 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

(d) Equity-based compensation (continued)
The cash subscribed for the shares issued when
the options are exercised is credited to share
capital (nominal value) and share premium, net of

any directly attributable transaction costs.

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

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, 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.

WABRERAEEREEKBES
HERBOEWHERRKELRE
B RAOKEEF -E5 Bk
FIAR P EHARERIHERE
5] o

In

EWARNSEEATETE MK
REEMZBARETAER BX
SEBBEEHHFE TXAMHA
BGRGR  AEEBERBA - K&
EgREBEACETERTSER.
RGEBEHRMEERTBR R EL G
ate

(a) HIRREZ

RE B RRM AR R E S R
THNSOBREE -EET
WA S A KA REZ T E
£ AEESEMAMEER
BRI HRAEEERAR
AR UNEBEESHERZFH
Sy e

E I - R A AR &R S RS B
WARERB HEAIR  BHE

KR TR E & R IR B 4R
FRRREERER -



(b)

(c)
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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

(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.

(e) Rental income
Rental income from investment properties is
recognised in the statement of comprehensive
income on a straight-line basis over the term of

the lease.

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.
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Notes to the Consolidated Financial Statements

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 statement of
comprehensive income on a straight-line basis over the

period of the lease.

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 and directors, where appropriate.

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 program 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.
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Notes to the Consolidated Financial Statements

ANNUAL REPORT 2011

(a) Market risk

(1)

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.

As at 31 December 2011, the Group has
cash deposit denominated in US dollar
and HK dollar. If RMB had weakened/
strengthened by 2% against USD with all
other variables held constant, pre-tax results
for the year ended 31 December 2011
would have been approximately RMB7,000
(2010: RMB1,081,000) higher/lower,
mainly as a result of foreign exchange
differences and translation of the US dollar
denominated cash deposit. If RMB had
weakened/strengthened by 2% against HKD
with all other variables held constant, pre-
tax results for the year ended 31 December
2011 would have been approximately
RMB36,000 (2010: RMB8,906,000)
higher/lower, mainly as a result of foreign
exchange differences and translation of the

HK dollar denominated cash deposit.
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(a) Market risk (continued)

(1)

(iii)

Price risk

The Group is not exposed to any equity

securities price risk or commodity price risk.

Cash flow and fair value interest rate risk

The Group's interest rate risk arises mainly

from bank borrowings. Borrowings issued at

variable rates expose the Group to cash flow

interest rate risk which is partially offset

by cash held at variable rates. Borrowings

issued at fixed rates expose the Group to

fair value interest rate risk.

During the year, the Group had the

following types of borrowings:

(a)
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Notes to the Consolidated Financial Statements

(continued)

The sensitivity analysis below has been
determined based on the exposure to
interest rate risk on its variable rate bank

deposits and borrowings at the balance

(a) Market risk (continued) (a) TEREE (&)
(iii)  Cash flow and fair value interest rate risk (i) B TERINLEEF

(&)
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sheet date and prepared assuming the NTERESERREERE
amount of bank deposits and borrowings HEERE2FANAKE
outstanding at each balance sheet date was R ARE -

outstanding for the whole year.

At 31 December 2011, if interest rates
had been 100 basis points higher/lower
with all other variables held constant,
the Group’s pre-tax profit for the year
ended 31 December 2011, would have
been RMB495,000 lower/higher (2010:
RMB546,000 lower/higher), mainly as a
result of higher/lower interest expense on

floating rate borrowings.
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(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, cash and cash

equivalents.

The Group’s credit risk is primarily attributable
to its trade receivables. 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 (excluding 4A companies), 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

(b) Credit risk (continued) (b)) EERE (&)

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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(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 2011, 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 11.
Determining the allowance involves significant
management judgments 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.

The Group's 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.
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ANNUAL REPORT 2011

(b) Credit risk (continued)

(c)

In relation to the deposits for marketing
and promotion projects and to newspaper
publishers, and the refundable prepayment for
long-term investments, the credit quality of
the counterparties is assessed by taking into
account their financial position, relationship
with the Group, credit history and other factors.
Management will also regularly review the
recoverability of these deposits and follow up the
disputes or amounts overdue, if any. The directors
do not expect any losses from non-performance
by these counterparties. As at 31 December
2011, the Group’s exposure to these deposits
and prepayments included RMB465 million
(2010: RMB190 million) paid to the six (2010:
three) largest counterparties. For details of these

amounts, please refer to note 12.

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.

The table below analyses the Group’s financial
liabilities into relevant maturity groupings based
on the remaining period at the balance sheet
date to the contractual maturity date. The
amounts disclosed in the table are the contractual
undiscounted cash flows. Balances due within
12 months equal their carrying balances, as the

impact of discounting is not significant.
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(c) Liquidity risk (continued)

k) wghgff”%(%)

Group Less than 1 year
rEHE —F R
RMB'000
ARBT T

At 31 December 2011 R=—B——H+=A=+—H
Trade and other payables B 5 I H fth fE 1~ ;I8 44,098
Borrowings R 50,371
Amounts due to directors JFE T & = 5008 758
Amounts due to related parties FERT R E A T 5RIR 69,124
164,351

At 31 December 2010 R=-B-FF+=-HA=+-—H
Trade and other payables 2 5 & H b jE A 50E 77,231
Borrowings BN 57,549
Amounts due to directors JEtE EFE 1,973
Amounts due to related parties FE T 838 A T 5KI8 3,170
139,923

Company Less than 1 year
AAH —F U
RMB'000
ARETF T

At 31 December 2011 R=-ZE——%+=-H=+—H
Other payables H b & 3R I8 26,672
Amounts due to subsidiaries FET B A Rl 3B 83,220
109,892

At 31 December 2010 RZE—ZEF+=A=+—H
Other payables H b &< 5/ I8 26,672
Amounts due to subsidiaries JEASF B B A R FRIE 80,191

106,863
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(d) Fair value estimation
The carrying amounts of the Group's financial
assets and financial liabilities including cash and
cash equivalents, trade and other receivables,
amounts due from related parties, trade and
other payables, borrowings and amounts due to
related parties approximate their respective fair

values.

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.

(d) RAREERGT
AEENEREERERAE

BRAELREFEER -
B 5 K H e W kIR - FE KRR

Aiﬂﬁ‘ﬁ%&ﬁmﬁﬁ
R - B R A BE A LK
I@m%ﬁuﬁﬁﬁﬁbﬁﬁ
& -

—

EEAERE b AEEHARERR
BEAKRBEUFBELEELLELE
MEEN BRAEBRRREHRERN S
Hib AR AT H RNz AR
MERBYNEAGBBUREES
R o

%%hiﬂ”§$ g AEE
BIR FRROKESE T
ﬁ%ﬁﬁﬁ%ﬁé%%ﬁﬁﬁo
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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
was to maintain a gearing ratio below 40%. The

gearing ratios as at 31 December 2011 and 2010 were

AEEREBEER

TES -

R EBREHEEABERMTHGE
FEERANEEEFE - AEER
FANKBERKEEBERERE
0% AT RZEBE——FR-_FT—
EF+_A=1+—HWHEEAREX

as follows: NN
2011 2010
—E——F —ZT-ZF
RMB’000 RMB'000
ARBT R ARBTT
Borrowings N 49,528 54,607
Amounts due to related parties FET A E A T 5IE 157 157
Total borrowings B AR%E 49,685 54,764
Total assets REE 1,414,639 1,285,003
Gearing ratio BEAGE 4% 4%
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Estimates and judgments 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.

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. 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.

AEERFERBEBELRIEMAER (8
EREERRESETERATEBRENET
EHMHR)BEMGRER-

AEBURKELBT REBR- BB R
2 Rt E D ERBEMERER T
XEHAEAERRAREHAR T BT K
FEMNEEMBERESBIFLEKNA
BT AERR -

R IR X% AR 8 ek iR 75
(MAEEESHEFSWEN RN
WER & B 1 EE W 3 1O P S SR IR Y
BN R|MAKERE TFEBET
EEPRHUESRBEE)  BER
REEWRGENRZ -BRHERS
F) R 3 4% P WOER O AR B BB M EE W) 36
MAREBEFE ARERENES
FREEERENESEELRHE-
P YR B 5 1 EE ) SR O RE R A e
BEELNENER KE2EY
REBEUEREBRBHNIIELER S
BHERXZPRHENE KRB
AREENE YREENRS L
ReEERANSBIELAE-

N
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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 judgment 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. Detail of allowance for doubtful accounts

is described in Note 11.

The Group has made prepayments and deposits in
respect of exclusive agreements with newspaper
publishers and exclusive marketing and promotion
projects. Further, the Group has made prepayments
for the potential establishment of jointly controlled
entities with certain newspaper publishers. Management
regularly reviews the recoverability of these prepayments
and deposits to identify impairment losses. 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. Detail of management’'s assessment of
recoverability of these prepayments and deposits are set

out in Note 12.

AEBERBEEE 5 K E AR UGIA
MR E M (B ESEBAE AT
F8MBEERLE)MFHED
REBEFH - HBEEEFMEFIBER
SHBORNRR A EEKE - BE
HIRRE - BRI RIBRT ZEH
B R fhEt o W ERERTRR R G
il EREREAAERNGE
BB 5 K L At 8 YR I8 B B T8 (B A
R RIZ R R X - W B A BB 75K
Rl BHEHEFRRENZITE
AR BEZRME BB SN B e - RER BB
HIBENME N -

7R 6 [ 5 B SR AR L i S Y B R Hh
ARBREHREBFEE XMNBEMN
RBARIEE UL I AK B IR 51 8
F T AR R A A S KR B 8
M e SN TEN R B E E 5
5 % F RN RIA R IR & 6y AT e ml
1 - AR BB (E B 1R o firf A (AT S
B EB B R % SR RNE
ERRKEEN DD NZERNMN K
BRZREOERESE ASELR
EEE - EEBHRFEMNFTEAR
BE A R E R RS A BB A
12
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The Group is principally subject to income taxes in the
PRC. Significant judgment 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.

The Group follows the guidance of IAS 36 “Impairment
of Assets” to determine when assets are impaired,
which requires significant judgment. In making this
judgment, 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.

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.

AEBT2AETEANTEN -
BEMGMEBFHEAFELERHE-
RERH N ENREHIEEE 2
NEREEEBERREE WG
FEKRORBERERIAAR
MEBIR MREEReTER
H 8 E B B9 B B PR 1S B B 4 DA 2
BEREEHEENRBE-

AEEBIREBER S £ F365
[BERE]NES AETEER
B (AERERHE) - EEH LA
HEE AEEFNE (EPERE)E
ER AU E 58 DR ERE SR EE R
BHEMEE BRIEREUR
LEMBRERSRELYHTHE-
At ERENS EEK A B
MRERENREKFIA(RE
EEEM) REELFEMHATKE
TRDIRBEREEFEETE &%
EFHEAGRGE  BREEXEE
EBHPRARAX BREFRR
AR AR 0 B R 2R B g o

BEMBOSEMERBENEIEZERR
H) B B 7] BE B AN SR B Y B IS AR K%
REXBETBERATE-
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Investment properties are stated at fair value based
on the valuation performed by an independent and

professionally qualified valuer.

In determining the fair value, the valuer has based
on property valuation techniques which involve,
inter alia, certain estimates including comparable
sales in the relevant market, current market rents for
similar properties in the same location and condition,
appropriate discount rates and expected future market
rents. In relying on the valuation report, management
has exercised their judgment and is satisfied that the
method of valuation is reflective of the current market

condition.

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 judgment.

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.

REMERBBIEXAERMGE
BhETHMER AR EBESIR

REEAAEBER HEMKED
XEDE EF SR (AR EE)
AT BREETSEANAE
KF%E‘HEE#ﬁﬁM%¥W
ERmEES EENTRENE
AAARKMERS - KEHERSH
IR - B2 B O 8 M H A (=4
MET AR RRE RTTR ©

ANEEBHBIE LR E37%R
(BE BEaBERIEEE] NIE
3l MEERARERXEAE (A
TEH B AHIEN) -

ERREART MAGFEHESA
BRFEREEEIEH A RREST
X T EESR  RlgR
BEANEEE BRI RERIHE
WEREABEERATHAREEN
MBRAEREATE -



ANNUAL REPORT 2011

Notes to the Consolidated Financial Statements

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 judgments do not reflect the actual
outcome, this could materially affect the results for the
period and the financial position. As at 31 December
2011, the Group has an on-going litigation against
Shenyang Evening News Media Corporation Limited
(“Shenyang Media Corporation”) and Shenyang Daily
Agency. The details of the litigation and the Group’s
assessment of its effect to the consolidated financial

statements is disclosed in Note 37.

The costs of property, plant and equipment and
intangible assets are charged ratably as depreciation
and amortisation expenses, respectively, over the
estimated useful lives of the respective assets using
the straight-line method. The Group periodically
reviews changes in technology and industry
conditions and asset retirement activity to review the
estimated remaining useful lives and depreciation
and amortisation rates. Actual economic lives may
differ from estimated useful lives. Periodic reviews
could result in a change in estimated useful lives and
therefore depreciation and amortisation expenses in

future periods.

Kﬁlmﬁék%T EEFEA 0 DAGT
HRENFE-MERENEEZAE
ﬁﬂmﬁg,iéﬁﬁ&E%W1
BERE EFEERNERERIE
AR E 12 [E [0 B 5F A B B A © fi
fhar R A R R ERE R Al
AN EE R BIRAERER
HE PN _E——F+_A=+—
H A&EEHEGRREEERA
A (DESEEAR]) k&R ARt
RE—IBRTHEFR ZFLRAE
SEREHSHMBERROTEN
A IR M FE374R 8

M BB RREARELEEK
RERBEARENEBEEN SR
B F B2 B AT E R # R
R L BN BR - 7R £ B F HI 28 48 Bl
RITRRRBEARBEERRE
B DAde T (4 5T IR AT 62 A F 3 A
RATE R #E L & - BIR K F 1
AEEARIR A A EAFER - EH
ﬁﬁﬂ%ﬁﬁﬁ%ﬂﬁﬁiﬂﬁ
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Revenues 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, and television and radio advertising, outdoor
advertising services and activities. The amount of the
Group’s five largest customers in aggregate to the Group’s
total sales are RMB74,249,000 for the year ended 31
December 2011 (2010: RMB70,569,000).

RENFEFHNKRZBFERAPEESR
FREFBEESRS WBEKRS (21
E ARV KB F 5 8 K 1A AR AR 4 it
MERGHAERS)  ARREEN 9
HER FARMRBRE BEERKEA
BE FIEESREREEH BHEZZT
——F+ A=+ BHBLEEE £5E
TIABRFPEASEBHEENBEERAA
K¥74,249,0007T (ZF—FF: ARK
70,569,0007T ) °

2011 2010

—EB——-F —ET-TF

RMB’000 RMB’000

ARBFT ARBTT

Newspaper advertising WMEES 387,105 408,654

Online services 4% AR 75 53,431 65,310
Marketing, distribution management, S DHEEE B K ER

consulting and printing services Pl 7 88,053 41,538

Television and radio advertising BERRERE 445 14,438

529,034 529,940

The Board has been identified as the chief operating decision
maker. Management has determined the operating segments
based on the reports reviewed by the Board that are used to
make strategic decisions.

The Board assesses the performance of the Group's
publishing and advertising businesses from both geographic
and product perspectives. Geographically, management
considers the Group's publishing and advertising businesses
are primarily operated in the PRC. All of 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.

EEERRERTIREERRA-BEE
REEFSFLRBREREHNNRE

= M\ K
EBE&ENE-

ExgnEhRERAEFEAEEL
REBESEGHRR - BEE
RRARENEREESEBEIEET
RgE AEBMEHREESEB LD
17 IR BRI 75 5 R B85 R 2 7
BIAANEBEAZHR»B-Ait - YEE
SIDEER
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Fixture,
Leasehold furniture
improve- and Motor
Buildings ments Machinery equipment vehicles Total
2B BAR
By HENEEH & R RE @z

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETE  ARETE  ARETR  AREBTR  ARETR

At 1 January 2010
Cost
Accumulated depreciation

Net carrying amount
Year ended 31 December 2010

Opening net carrying amount

Additions

Disposals

Transfer to Investment properties
(Note 8)

Depreciation (Note 25)

Closing net carrying amount

At 31 December 2010
Cost
Accumulated depreciation

Net carrying amount
Year ended 31 December 2011

Opening net carrying amount
Additions

Disposals

Depreciation (Note 25)

Closing net carrying amount

At 31 December 2011
Cost
Accumulated depreciation

Net carrying amount

R-Z-%F-F-A

AR 2,822 1,386 35,447 6,023 6,059 51,737
2EME (209) (1,062) (11,384) (3,035) (1,497) (17,187)
S8 2,613 324 24,063 2,988 4,562 34,550

BZE-Z-ZE+-A=1-AL

EE

FNREFE 2,613 324 24,063 2,988 4,562 34,550
RE - 9,465 7,260 1,880 5,350 23,955
e - - - 3) (208) Q1)
BARENE (F3E8)

(898) - - - - (898)
& (Mi25) (42) (391) (3,689) (1,117) (842) (6,081)
FREAFE 1,673 9,398 27,634 3,748 8,862 51,315
R-Z-BF+-A=t-AH
KA 1,801 10,851 42,707 7,900 11,149 74,408
2iiE (128) (1,453) (15,073) (4,152) (2,287) (23,093)
REFE 1,673 9,398 27,634 3,748 8,862 51,315
BE-E—-%1t-A=1-AL

EE

ENREFE 1,673 9,398 27,634 3,748 8,862 51,315
B = 693 6,392 3,179 8,542 18,806
HE - - - = (116) (116)
& (M3E25) (43) (1,061) (4,502) (1,460) (1,580) (8,646)
FREAFE 1,630 9,030 29,524 5,467 15,708 61,359
R-Z--%+-A=t-AH
KA 1,801 11,544 49,099 11,079 19,447 92,970
RiE an) (2,514) (19,575) (5,612) (3,739) (31,611)
REFE 1,630 9,030 29,524 5,467 15,708 61,359
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Depreciation of the Group's property, plant and equipment
has been charged to the consolidated profit and loss as

follows:

AEBEHYE BERREBNEDIE TS

TARGFHRESE R

2011 2010

—E——F —E-FF

RMB’000 RMB'000

AREFT R AREEF T

Cost of sales $HE AR 4,616 3,817
General and administrative expenses — B RITHRAEX 4,030 2,264
Total et 8,646 6,081

The Group's buildings at their carrying amounts are analysed

as follows:

ZN-S

JiE]

BFRERESEIMAT:

2011 2010
—E——-F —ZT-ZF

RMB’000 RMB’000

ARBT T AREETF T

Buildings in the PRC RAENEF 1,630 1,673

As at 31 December 2010, machinery with net book values of
approximately RMB8,515,000 was pledged as collateral for
the Group's borrowings (Notes 16 and 17). No machinery
was pledge as collateral for the Group's borrowings as at 31
December 2011.

Depreciation on buildings of RMB43,000 (2010: RMB42,000)
for the year ended 31 December 2011 has been charged to

“General and administrative expenses”.

R-Z-ZE+-A=1+—8 REFE

#) AR #8,515,000 T U 25 B 1K if1E A&
AEEERMNEAR (HE16K17) o R
—E——HF+-A=+—H HEKRD

ERESREBEERNERR -

HEe-_T——F+-_A=1t—HILFE"
BFIE ARK43,000T (ZE—F 4

AR®42,0007T) B0 [ —RRITHFX ]

FINER o
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2011 2010
—g--% —T-%TF
RMB’000 RMB'000

ARBT T ARETT

At fair value BRAAEE

At beginning of the year REH 1,817 =
Transfer from property, plant and equipment %% % B E KX EEA - 898
Surplus directly credit to revaluation reserve BT AEZGFEBEN RS - 919
Net gain from fair value adjustment AR BEEABRKFE 158 =
At end of the year RER 1,975 1,817

As at 31 December 2011, investment properties of carrying
value of RMB1,975,000 (2010: RMB1,817,000) were
pledged as collateral for the Group’s borrowings (Notes 16
and 17). The Group’s interests in investment properties at

their carrying amounts are analysed as follows:

RZFE——F+ZA=+—HB KEEBEA
R#1,975000c (ZE—ZTF: AR
1,817,0007T) IR EM X B HIFIERAE
SEEROERR (MiE16R17) c KK
EREREMENRSZEESES W
N

2011 2010
—g--% —T-%F
RMB’000 RMB'000

ARBT T ARETT

In the PRC, held on: REBELATAAFREA :

Leases of 10-50 years 102505 HHH 4

The Group obtains independent valuations from American
Appraisal China Limited for its investment properties at least
annually. At the end of each reporting period, the directors
update their assessment of the fair value of the property,
taking into account the most recent independent valuations.
The directors determine a property’s value within a range of

reasonable fair value estimates.

1,975 1,817

AEEEVBFEGXEFNEERAAM
HREMENBUEE RNEREHR
EEZEROMNBIAE  AEHMEY
MEAARBENFE - EFRAENAR
BEXKSENETWREE
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Non- Other
Computer compete Customer intangible
Software agreement  Goodwill relationships ~ Trademark ~ Web site assets Total
EREL THRIHE BE EFBEA L |k HpEEEE @it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETR ARETT ARETn AR%Tn ARETR ARBTR AREBT:
At 1 January 2010 RZB-2§-f-A
Cost KR 1,557 - - - - 3.106 - 4663
Accumulated amortisation RiEH (583) - - - = (311) - (894)
Net carrying amount REFHE 974 - - - - 2,795 - 3,769
Year ended 31 December ~ HZE-F-ZF+-8

2010 =+-HLEE
Opening net carrying amount ~ E{IREF & 974 - - - - 2,795 = 3,769
Additions NE 1,030 - - - - - - 1,030
Amortisation (Note 25) &3 (M3x2s) (290) - - - - (311) - (601)
Closing net carrying amount ~ ERKEFE 1,714 - - - - 2,484 = 4,198
At 31 December 2010 RZZE-3F+-R

Er=Ff
Cost A 2,587 - - - - 3,106 - 5,693
Accumulated amortisation 2 EH (873) - - = = (622) = (1,495)
Net carrying amount REFE 1,714 - = - = 2,484 = 4198
Year ended 31 December ~ HZ-F--%+=f

2011 ST-HLEEE
Opening net carrying amount ~ EXIEREF & 1,714 - - - - 2,484 - 4,198
Additions RE 103 - - 1,600 - 5,872 1,000 8,575
Acquisition of business Wi 7% (Fi3E36)

(Note 36) 770 11,500 12,573 14,500 9,400 400 - 49,143
Amortisation (Note 25) B (W7t2s) (588) (2,556) - (4,580) (814) (863) (208) (9,609)
Closing net carrying amount ~ EREEEFE 1,999 8,944 12,573 11,520 8,586 7,893 792 52,307
At 31 December 2011 RZZ-—-F+=A

Er=Ff
Cost KA 3,460 11,500 12,573 16,100 9,400 9,378 1,000 63,411
Accumulated amortisation RETEH (1,461) (2,556) - (4,580) (814) (1,485) (208) (11,104)
Net carrying amount REFH 1,999 8,944 12,573 11,520 8,586 7,893 792 52,307

The amortisation of intangible assets has been charged to

“General and administrative expenses”.

BNEEBRHFEER [—RRITERMAX] F
R -
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Addition to goodwill during the year ended 31 December
2011 was related to the acquisition of business from Fuzhou
H-Brand Estate Marketing and Planning Company Limited
(“Fuzhou H-Brand”) on 10 July 2011. For the purpose
of impairment testing, goodwill has been allocated to a
cash generating unit, Fujian Fangke Network Technology
Corporation Limited (“Fujian Fangke”), a subsidiary of the

Group.

As at 31 December 2011, management of the Group
determined that the goodwill had not impaired. The basis
of the recoverable amount of Fujian Fangke 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 4-year period, and at a pre-tax discount
rate of 18.1%. The cash flows beyond the 4-year period
are extrapolated using a constant growth rate of 3%.
This growth rate is based on the relevant industry growth
forecasts in the PRC.

RBE-_ZT——F+-_A=+—HILFE
RENEEENR_ZT——F+A+HK
BRNEREELHERIERAR ([13
MNEF ) EB AR - SUBEEREME &
BOREASENBARBEEE®®E
MEBOBERRR ([EEEEREE
EE-

RZE——F+ZH=1T—8 Kx&EE
BEETEHEYERE TXHREERE
ZO B SEHEER T EHEBEBL:

e BEIREERBEEFELAE
e lFt B EARBEES I AN TNFH
MREERSREFAR  AK18.1%MNTH
ARG IR R - PUEHI AR RO IR & R B RIER A
3%H) B E 1B R RFER o g R R T LA
HAMITERERBARER-

2011 2010
—E——F —E-FF
RMB’'000 RMB'000
AR®T ARETF T
Cost of investment in an associate, unlisted RIE LT E R A
BB E AR 40,700 -
Share of loss of an associate FE 5 & N R &R (307) =

Share of net assets at 31 December

Rt+-—A=+—HBFEMHk
BEFE 40,393
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The Group's investment in an associate represents its 33.5%
equity interest in Yunnan Handing Investment Co. Limited
("Yunnan Handing”). Yunnan Handing is a limited liability
company established in the PRC that is principally engaged
in the project investment and management. As at 31
December 2011, its paid up capital was RMB100,000,000.

The summarised financial information in respect of the

Group's associate is set at below:

AEERBEQATNKREEENERESR
BREBRAT ([EMES])H33.5%A
Ak - ERESARPEKRIHERE
ERE FERFHEREREEER -
RZE——F+_A=+—HB HHEE
AN & AR #100,000,0007T °

REEBERANTBEERMEEHTI N
T

2011 2010
—g--% —T-%TF
RMB’000 RMB'000

ARBT T ARETT

Assets BE
Non-current assets EmEEE
Current assets MENEE
Liabilities B &
Current liabilities mEAaE

Net assets BEFE
Income W =
Expense A

Loss for the year FNEE

9261 =
318,295 =

319,256 =

(220,172) =

(220,172) -

99,084 -

496 =
(1,412) =

(916) =
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2011 2010
—g--% —T-%TF
RMB’000 RMB'000

ARBT T ARETT

Trade receivables B 5 W FRIE 334,752 261,799
Less: provision for impairment of trade B S EMWGRIBRE B

receivables (75,083) (7,170)
Trade receivables — net B 5 EWRGTE— 558 259,669 254,629

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

receivables based on invoice date is as follows:

BEPFEREINNRRUARERA AR
SEBAN TEHABEES A& RE
308 E365B T 5E - AEEH E F EUK
ERBEZEARNKRRS AT

2011 2010
—#--% —T-%F
RMB’000 RMB'000

ARBT R ARET T

1 =30 days 1£30H 27,940 33,373
31 - 60 days 31£60H 16,322 26,661
61 — 90 days 61£90H 13,305 20,510
91 — 365 days 91%2365H 142,202 142,671
Over 1 year —F M E 134,983 38,584
334,752 261,799

Less: provision for impairment on trade B 5 IEWGRIB R (E R
receivables (75,083) (7,170)
Trade receivables — net B EWFIE - F5E 259,669 254,629
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The carrying amounts of the Group’s trade receivables are
denominated in RMB.

As at 31 December 2011, trade receivables of
RMB79,283,000 (2010: RMB50,974,000) were past due
but not impaired. These relate to a number of independent
customers for whom there is no recent history of default and
the repayment period is consistent with the Group’s practice.

The aging analysis of these trade receivables is as follows:

7 BB 5 8 U ORI A R
s

RZE——F+_A=1+—H ZEFEK
I8 A R#79,283,0007T (— T —ZT 4
AR #50,974,0007t ) 2 #8918 I KR
1B - 5% FE IR THA B HA 0 M8 K0 40 8 Y
ZEBUEF  HEFRAEANEEEG —
B-ZEE9RWRIBERERESTAT

2011 2010
—E——F —E-FF
RMB’000 RMB’000

ARBT T ARETT

Past due 1 — 30 days #ER1Z2=30H

Past due 31 — 60 days #HA31260H
Past due 61 — 90 days 1 H861 %290 H
Past due over 91 days BHEI9TH M £

15,681 14,448
14,923 8,964
14,992 5,212
33,687 22,350

79,283 50,974
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As at 31 December 2011, trade receivables of
RMB75,083,000 (2010: RMB7,170,000) were impaired
and provided for. For the year ended 31 December 2011,
the amounts of the provision charged to the consolidated
statement of comprehensive income were RMB68,101,000
(2010: RMB5,438,000). The aging of these receivables is as

RZE——F+_A=1+—H ZEFEK
I AR 75,083,000 (— B — T4
AK#7,170,0007T ) BB GTIR B o
BHE_Z—+_A=+—HIFE"
REF2EBERIKRNBESEAA
[R#68,101,000T (ZE—FF: AR

follows: 5,438,0007T) - Z F W FIERBRER DT
R

2011 2010

—E——F —E-FF

RMB’'000 RMB'000

AR®T AREF T

91 — 365 days 91%365H 12,139 842

Over 1 year —F U 62,944 6,328

75,083 7,170

The RMB 75,083,000 impairment provision made as at
31 December 2011 included RMB44,722,000 impairment
provision made for receivables where management has
determined that the ability of the debtors to repay the trade
receivables have 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.
Furthermore, management has performed a specific review
on certain debtors for which the Group’s relationship
with these customers is expected to be ceased upon the
termination of Group's cooperation arrangement with
Shenyang Evening News. Management has considered
the past payment history and the strength of the Group's
relationship with each debtor in this specific review. As a
result of this review, management has determined that an
impairment provision of RMB30,361,000 is necessary as
of 31 December 2011 to provide for those debtors whose

recoverability has become less than probable.

R-_T——F+_A=+—HEHHA
R ¥75,083,0007T R EE AT - BERS
SR IEE L B A K %#44,722,0007T
MERE EEEBRRZZEHEWNIE
MEHARNEREND TR -BEZER
B B8 Y B % B K £ (B IBOR AR 118 148
fFmEREE R EEESARKNGE
AR MR LS - BE  TEEDRR
HRAEBERIFEBRGBRBOEELH
& BHKRIIEAEENEFBENET
BEEANETRT - BERERFRR AR
BRBEERSEBARERACERFEASE
MER -AERIER EEERER
T ——F+-A=T—HERTKALE
i [B] &9 fE Y 7R TE VB A R #630,361,000
TOH) R B B -
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Movements on the Group's provision for impairment on

trade receivables are as follows:

AEEESREFRBRERBNESE
N

2011 2010

—g--% —zT-=TF

RMB’000 RMB’'000

AR®T R ARETFIT

At beginning of the year REH] 7,170 1,732

Provision for impairment on trade receivables & 5 Ji& U 7k 18 i B %5 & 68,101 5,438
Receivables written off during the year as RERERDAT YD

uncollectible M 88 &9 UL SR IE (188) =

At end of the year RER 75,083 7,170

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 25). 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 maximum exposures of the Group to credit risk as at 31
December 2011 and 2010 were the carrying value of trade
receivables mentioned above. The Group does not hold any

collateral as security.

WK ERERBNESERBERDA
affemEERN [—REITEBAX]A
(FfaE25) - ETRHA TREM B ERINR
TR AR ABERENEE -—RSM
o BREFRERENE S EWHRIASN
HMBHREFETSEREERE-

RZE——FRZF—ZTF+-_A=1+—
H A&EEEGNSAEERR S LME
SENRIBERREE A EB W EFEE
AR EAE R R -



ANNUAL REPORT 2011

Notes to the Consolidated Financial Statements

Group 2011 2010
xEH —E——F —E-ZF
RMB’'000 RMB'000
AR®T AREF T
Non current portion BN EB S
Prepayment for long term investments RHRENENR 173,000 98,000
Deposits to newspaper publishers BTHRAHRENIRS 92,000 92,000
Deposits for marketing and promotion MEHEREFIER L
projects K& 182,500 -
Prepayments, deposits and other receivables - FEZIE 24 R H M
non current FEWRIR —3E R B 447,500 190,000
Current portion e & 5
Deposit for a marketing and promotion MEHEREMEBEEED
project ki 17,500 =
Prepayments A FRIE 156,210 91,840
Deposits and other receivables e & E b IR Gk I8 77,159 53,153
Deposit and prepayment to Shenyang Evening # T /&BBRIRNIZ S K&
News B RR 43,780 42,780
Prepayments, deposits and other receivables — FE{ZE & R HAM
current WK IE — R &
294,649 187,773
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Company 2011 2010
b NS —E——F —ZT-TF
RMB’'000 RMB'000

AR®T ARBTT

Prepayment TETRRIE 117 =
Other receivable Ho A & YRR 26,672 26,672
Prepayment and other receivable T8 FRIE B H M e R IE 26,789 26,672

The carrying amounts of the Group’s prepayments, deposits
and other receivables are denominated in RMB.

As at 31 December 2011, prepayment for long term
investments represents cash paid by the Group to two
(2010: one) metropolitan newspaper publishers in the PRC in
relation to the potential establishment of jointly controlled
entities with these metropolitan newspaper publishers.
Mutual agreements were reached between the Group
and the metropolitan newspaper publishers such that the
prepayments will become refundable upon the earlier of the
termination of the plan to establish the jointly controlled
entities and 31 December 2012 which is the target date to
complete the potential investments.

As at 31 Decemeber 2011, deposits to newspaper publishers
represent cash paid by the Group to three (2010: 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 amount
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.

AEBHBENFIE  BE R EEKFIR
WEREEAARKE:.

R-ZTE——F+-_A=+—8 RHEKE
B TE 5 BIE 5 AN & B 5t 0] gk B AP B R
(ZE—TF: —F) FHHRE REKILLE
REHIEEmmZELREEANES -
2N 5 (B ER AR 1 3 oE AR PR AR B IR R ¢ BA
EFB A SRIB G AT AR LB AR S 2R R & &
BiE k=T ——F+=-A=+—H0 (&
ERETREMNBZEAE) (MREER
AE)iRE o

R-B——F+_A=1t—H HBTHEEK
HiREN RS EAREREH ERE L
REFIZHBRBARATE=% (=T —
TE ZR)BNHBLURANNERE -
RIBZF RN AREREGHEN
BASRAR B S AR RO B AR - BAIR B E A
7E30%F - MAEA R HRA HREEERTE
MRS B - AL IRBAFENR S
EhzEmRRECARE - ARERS
‘RERAGZeNA KB SR  FrkE
TREREEE MZERENFAES
BBy 0R0 22 AT W ol 8
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Notes to the Consolidated Financial Statements

As at 31 December 2011, deposits for marketing and
promotion projects represent cash paid by the Group to
three (2010: none) 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. The Group assesses the recoverable amount
of the deposits at 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.

Under the terms of certain (exclusive and non-exclusive)
advertising agreements with metropolitan newspaper and
radio operators, the Group has to make prepayments for
print media advertising to the newspaper publishers. The
amounts prepaid to newspaper publishers can be used
to offset the fee amounts payable where the amount of

prepayment available.

R-FE——F+-A=1t—H 2HLEE
BHRANEKEEASERER =% (=
Z-F E)PEBERPIILNER
LHREERBHEINTZEELHN
Ae REZFHSE ASESREHE
ZEEPHBENE TR MERRER
MBREHREERGHEEBOERN - B
RA=-FEHEXRBBNERHKEE
Hoplilh AEBEERBREMNRAZER
PXNEHEEBONABES - AMIERR KL
RERRZEFREAIRNERANEAYF
PN ZEHZEERREREGA
KB -AKERSHEERFERENARK
Bl &% - & RESREREREE &%
& A M AR E(E S B MO E H ] e El

T

REETEHBMREESEEDI LD
(BREIFBER) EEHENRK AKH
78 1t BN ol £ 38 & 5 7] i AR AR 7 S A5 TR
R0 - MR AR R A RN FKIER AR
HHEMWER (HA AIHES BB

BER) -
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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.

As at 31 December 2011, 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 have reviewed the recoverability of
such prepayment and deposit, including consideration of
the probable outcome of the litigation between the Group
and Shenyang Evening News and its ability to enforce court
decision to collect the amount, and has determined these
amounts are recoverable as at 31 December 2011. Details of
the litigation with Shenyang Evening News are disclosed in
Note 37.

ERhHEMEERBEIEZREENEE
MEGBHEREEERRENRE -RE
&T#%m?ﬁhi&ﬁﬁﬂ

R-ZT——F+_A=1+—8 BELE
B EEGHE R LN BERESHRGETE
5 e R & A A K%10,000,0007T © A
EESREBRESHBRRAESS
A TR A A R ¥#633,780,0007T © A
SEREGBERIIABRESHEE
MR-ZT——F+A -+ AL -BEEE
BT ZEENRBERIZESHAIRE S - 6
BERAEEEZEGR K 2 HOFAA
BEAERREMNITEAR S < AUE €
BEH WEEZEZ2ERN_E——F1+=
A=+—RBrTkE - 8% %R 2 HE 5
FAFFIBE R 37 H B
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The Group's assets held for sale includes the following:

AEENFIFLEEEREATIER

2011 2010

—E——F —E-FF

RMB’000 RMB'000

ARET T ARET T

Properties held for sale FELEWE 29,336 29,848

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.

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 of assets held for sale are recorded in
“other income/loss” in the consolidated statement of

comprehensive income.

7

REYETIR A B E i E R B R R
EERGEIG ARENE N RHEEX
EWE At EHEAMETHEE B
FATE RN SR B & I R 5 B RERAE R
FHEEE-

BRLERFLEEENRERERY
REHAESRERIELEDH] T-HE
HIELEEENKE BIRCEESH
FEKERHMBKRA BB R

2011 2010

—E2——-F —T-TF

RMB’'000 RMB'000

ARBTR AR¥T T

Newsprint and printing consumables ¥ A R ED RIS #E G 8,245 5,287
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The Group's cash and cash equivalents are denominated in

the following currencies:

AREHRSRAS
EHEHE

ZEEA AT

Group 2011 2010
TEHE —E——fF —E—FF
RMB’000 RMB’000
ARET T ARETIT

Cash at bank and on hand: BITRFHERE
Denominated in RMB AARESHE 212,236 46,627
Denominated in HKD LA TTEHE 1,787 445,315
Denominated in USD LAETTEHE 354 54,059
214,377 546,001
Maximum exposure to credit risk EEEERE 209,323 544,250
Company 2011 2010
QA —E——-fF —E-FF
RMB’000 RMB'000
ARET T ARETF T

Cash at bank: RITIRE:

Denominated in HKD LA TLEHE 1,675 189,801
1,675 189,801

Cash in bank earns interest at floating rates based on daily

bank deposits rate. The carrying amounts of the cash and

cash equivalents approximate their fair values.

The conversion of RMB denominated balances into foreign

currencies and the remittance of such foreign currencies

denominated bank balances and cash out of the PRC are

subject to the relevant rules and regulations of foreign

exchange control promulgated by the PRC government.

RTRERERNBITEAERMENF
BHXAL -BHELRESFERENERR

BEEEAAEEMES-

BIAARBFTHENERILBBINE AR
BBBUIMNETENRITERLAETE
th R B 78 38 <7 o B K 4R A B AR A S [

BB R RI R AR E o
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The Group had the following pledge of assets as collateral to

secure the Group's bank borrowings (Note 17):

AEBERATEEER/ER S - AE
AEBHRITER (KEE17) -

2011 2010
—E——fF —E—FF
RMB’000 RMB'000
AREBTR ARETIT

At net book value: ZERH FE
Machinery (Note 7) He2s (FFEE7) - 8,515
- 8,515

At fair value: WAREE:
Investment properties (Note 8) EE (M5E8) 1,975 1,817
1,975 10,332
2011 2010
—E——F —E—TF
RMB’'000 RMB'000
ARET AREFIT

Non-current liability: FERBAILE:
Other loan HMER 1,006 2,789

Current liabilities: mEaE:

Short-term bank loans, secured MEIRITER B 47,000 50,000
Other loans HEMER 1,522 1,818
48,522 51,818
49,528 54,607
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Borrowings of RMB47,000,000 as at 31 December 2011
(2010: RMB50,000,000) were secured by the Group’s
investment properties (Note 16). These loans are used to

finance daily operations.

The weighted average effective interest rate at 31 December

2011 was 6.0% per annum (2010: 5.6% per annum).

The carrying amounts of the Group’s borrowings are

denominated in RMB and approximate their fair values.

(@) The maturity of the total borrowings at respective
balance sheet dates is as follows:

R—E——F+_A=+—H U4E&&E
R EE (HsE16) (EIRFNERAA
K¥47,000,0007T (ZF—FF: ARK
50,000,0007T) - ZEERARNABEL

BRRMHED -
R_TE——F+-_A=+t—HBHHMH#E
FHERFMER6.0% (ZT—F5F:

5.6% ) °

AEBEFOEEEAAREH EL S
HRARBEMES-

(a) MBHEER BRERIBBEMT

2011 2010
—E-—f -z TfH
RMB’000 RMB'000

ARBT T ARETT

Within 1 year —FUT
Between 1 to 2 years —FEMF
After 2 and within 5 years MEZERF

The exposure of the Group’s borrowings to interest-
rate changes and the contractual repricing dates (or
maturity date whichever)

48,522 51,818
1,006 1,783
- 1,006
49,528 54,607

AR B PR BN R E B R &
BHEMEEBD (REHA)

2011 2010
—g-—5 —2-%F
RMB’000 RMB'000

ARBT T ARETT

Within 6 months 7~ E A A A
Between 7 and 12 months t=+=@A
Between 13 months and 5 years +=EAERF

47,804 50,896
718 922
1,006 2,789

49,528 54,607
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Group 2011 2010
rEE —E——F —T—TF
RMB’000 RMB'000
AR®T ARBT T
Trade payables B 5N IR 4,147 4,164
Other payables and accrued expenses: A JE AT SRIE R BT R XX
Accrued utility expenses and other liabilities ~ fE&t A R &
H A& & 660 848
Accrued salaries and welfare et e MEH 7,434 3,175
Value added tax and other taxes payable 128 T K B FE < R 18 28,066 29,323
Other payables E A FE 1~ 5RI8 35,147 67,920
Deposits from customers REEFPHNERE 4,144 4,299
Receipts in advance T8 5t W BY A 3R IE 11,217 9,260
86,668 114,825
90,815 118,989
Company 2011 2010
PN —E——F —T-TF
RMB’000 RMB’000
AR®T AREF T
Other payables and accrued expenses: AT SRIE R FEET R XX ¢
Accrued salaries and welfare EEtH 2 KR 1,038 258
Other payables H b & 3R I8 26,672 26,672
27,710 26,930
Payment terms granted by suppliers are mainly on cash HEFGTONREREEZRERNER

on delivery and on credit. The credit periods ranging from

30 days to 365 days after end of the month in which the

relevant purchase occurred.

RIAREERTT AN K EE N F1E L AR
REEABREF 0B E3I65ATE-
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18 TRADE PAYABLE, OTHER PAYABLES
AND ACCRUED EXPENSES (continued)

19

A B B e i ke
18 & 5 WEAT 3k 3E ~ oAb FE £] 30 JH

K Wt BA 32 (%)

The aging analysis of the trade payables based on the date B SREMNZRERBENE R BHORER ST
of receipt of goods is as follows: (U N
2011 2010
—E——F —ZF
RMB’000 RMB'000
AR®T R AREEF T
1 — 30 days 1£230H 2,227 1,463
31 - 90 days 31%290H 425 808
Over 90 days 908 A E 1,495 1,893
4,147 4,164
The carrying amounts of the Group's trade payables are all REBENE 5 R FIEA BRE E 236 0
denominated in RMB. ARKGHE
DEFERRED INCOME TAX 19 BRI P13 HE
The analysis of deferred income tax liabilities is as follows: BEFREHBEI AT :
2011 2010
—E——-F —ZF
RMB’000 RMB'000
ARBT R AREETF T
Deferred income tax liabilities BEFEHAE 7,397 =
Management expects the deferred income tax will be EREEBRHREEMSHERNEERNI2

recovered after 12 months of the balance sheet date.

(EPEEEE qE
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The movements on the deferred income tax liabilities are as

Notes to the Consolidated Financial Statements

BEMERBEZSWT:

follows:
Accelerated tax depreciation Total
MERERE st
2011 2010 2011 2010
—E-—F —T-TF —E-—F —T-TF
RMB'000 RMB'000 RMB’000 RMB'000
AR®TR ARETT AR®TR ARBTT
Acquisition of a business Wb 2 75 (PR E36)
(Note 36) 9,143 - 9,143 -
Recognised in the consolidated A& HF 2 H U = HER
statement of comprehensive (FfF5E28)
income (Note 28) (1,746) - (1,746) -
End of the year RE R 7,397 = - =

No deferred income tax asset has been recognised in respect
of tax losses of RMB12,653,000 as at 31 December 2011
(2010: RMB5,257,000) as it is not probable that the relevant
subsidiaries of the Group will generate taxable profits to
utilise the tax loss in the foreseeable future. Such tax losses

have an expiry period of five years.

Under the EIT Law and implementation regulations issued
by the PRC Government, withholding tax of 10% or a
lower treaty rate is imposed on dividends declared in
respect of profits earned by PRC subsidiaries from 1 January
2008 onward. Potential deferred income tax liabilities to
the extent of RMB45,156,000 have not been recognised
as at 31 December 2011 (2010: RMB41,151,000), in
respect of withholding tax that would be payable on the
unremitted earnings of certain subsidiaries as the Group
has no intention to remit such unremitted earnings in these
subsidiaries in the PRC in the foreseeable future. As at 31
December 2011, unremitted earnings of those relevant
PRC subsidiaries amounted to RMB451,564,000 (2010:
RMB411,505,000).

R-BE——F+=-—A=+—HB EBA%EHE
A BB B8 A BN S AT B EE AR B AR B A
VAR AT B8 SR A A RR TB S48+ I 5t A
K#12,653,000T (ZE—ZF: ARK
5,257,0007T ) B 5t I8 &5 18 B 3R IR JE P 15
MEE ZEMBEBRERBAEARF-

BREPEBRNEGHCEMGSHRERE
G- BTN NF—-—A—BRHEF
B Fff B 2 &) Bt P R B A B R B AR SR
10% Sk BRI & B R U TEHR - BLE =
T——F+-_A=+—HLEFE HET
MERRRMERMNERTENSMmS
BLAAR#45,156,0007T (T — T4 :
AR #41,151,0007T ) 4 PR 69 E TE R EFT
BHABRERR EREARAEHER
RAIRRREHZEFBEME QR RN
Eafe-N—_TE——F+_A=+—8H"
RN B AR RSERFEAR
#5451,564,000 (Z T —FF: ARK
411,505,0007T) °
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B W B A B ik

20 SHARE CAPITAL AND SHARE PREMIUM 20 A % &y iz 18

Equivalent
Nominal nominal
Number of value of value of
ordinary ordinary ordinary Share
shares shares shares premium Total
EER
EERYE EEREE ZEEE BRAEE A
HKS RMB'000 RMB'000 RMB'000
BT ARETT ARETT ARETT
Authorised: ETE
Ordinary shares of HK$0.1 each at RIZ-——5R-Z-ZF
31 December 2011 and 2010 (Note (@) ~ +=A=+—AEREE
0.18TH SRR
(@) 2,000,000,000 0.1
Issued: B#1T:
Ordinary shares of HK$0.1 each at RZZT-F5-A—-H
1 January 2010 (Note (a)) FREBBTHE AR
GEEY 1 0.1 - - -
Allotment of new ordinary shares of REGREEIET
HK$0.1 each (Note (b)) M E B (fi (b)) 549,123,120 54,912,312 48,284 190,657 238,941
Share issued in connection with the REREEHTRN
Global Offering (Note (c)) (MzE) 183,042,000 18,304,200 15,576 456,365 471,941
Share issuance costs R EITRA - - - (106,711) (106,711)
Ordinary shares of HK$0.1 each at R-ZE—ZF+-A=1+—H
31 December 2010 and k=Z——%—-A—H
1 January 2011 BREEIBTNLAR 732,165,121 73,216,512 63,860 540,311 604,171
Shares repurchased and cancelled R Rt AR (P EE(d)
(Note (d)) (12,223,000 (1,222,300) (997) (9,411) (10,408)
Ordinary shares of HK$0.1 each at R-E——%+-A=+—H

31 December 2011 BREEVETLHEER 719,942,121 71,994,212 62,863 530,900 593,763
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The Company was incorporated in the Cayman Islands on 9
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

ultimate holding company of the Company.

Pursuant to a resolution dated 18 January 2010 and a
share subscription agreement on 5 February 2010, the
Company’s issued share capital was increased from RMBO.1
to RMB48,284,000, by the issuance of 549,123,120 shares of
HK$0.1 each.

On 3 December 2010, the Company issued 183,042,000 new
shares of HK$0.1 each in relation to the global offering of the
Company’s shares.

During the year ended 31 December 2011, the Company
repurchased 12,223,000 of its own shares on the Hong Kong
Stock Exchange. The total amount paid to repurchase the
shares was HK$12,764,000, equivalent to RMB10,408,000.
The repurchased shares were subsequently cancelled and
accordingly, the issued share capital of the Company was
reduced by the nominal value of these shares. The premium
paid on the repurchase of the shares of RMB9,411,000 was

charged to share premium.

ARRRZZZENEF+_ANBERE
BB MK - SR E R A200,000,000
77T 9 /2,000,000,0000% & f% @ (&
oﬁ%ﬁﬁ@%ﬁﬂﬂ@‘iﬁﬁﬁ%%
ERATFBERIGERBRARETR
ﬁi%éf—ﬁﬂﬁﬁ@/\ﬁ%ﬁllz%%%&ia@%@o

BEBBHA-_T-—THF—A+/\BH
ARBRERR =T — E?EEZHEEEETLL
BRMDRBE R NAANE BITRA
Eaﬁa@%&ﬁsw,u&uol&Hﬁﬁfﬁon
BITHBROBEARKOATEEARE
48,284,0007T °

H!

RZZB—ZFF+-_A=ZR ARFARAE
N E B 4D B9 2 BR 3 8 17183,042,000
R B T (5.0, 178 70 O 37 A £

0|

REBEE-_T——F+RA=+—Hi
FE ARARB B FEREAR
£12,223,0000% I& 15 & [ iz 1 & E f~F
428 /512,764,000%8 T HER AR
10,408,0007T 2 & B A% 9 B 1% 4% &
HOMAARMERITRAENRZSE
MipHIEE - BRI G B AREAR
#9,411,0007C B A B 19 % (B 0Bk ©
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Notes to the Consolidated Financial Statements

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

out in the consolidated statement of changes in equity

on page 84:

(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.

AEBERENEBFIFHNFEIA

ok

(i)

P K

JETE @ 15
EEREREPBREMKILIAF
FARRERE OREPBER
RALHEE o WD B ERZ
FEREEETET BT AR
WERRMO—EFEBDL -

REFEEERERAFEE
WERMAR AKBESKER
Al AR B g 5 £ R ATE
EMFRENN10%BEAETE
NEe HEZLAEEHRE

BAEERKB AR ZMER
#150% ° A TE AR R A AR
HMUAREEEBE(WMA) 5
AJIRIR A FEAR LE (I A 3 R B AT
AR T AR 3R sk 48 i AR SR ER BRF P
FROKEE  BE % RET
B E ST A DR M E R
25% °

RE B FRE R R Al R
B & 5T 2 QI A et B AY 4 P 7
METAIHLBAEERE
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Notes to the Consolidated Financial Statements

(ii)

(iii)

(iv)

(v)

ANNUAL REPORT 2011

Capital reserves

Capital reserves represent cash contributions
to Olympia Media, Fujian ShiFang and Beijing
HongXinTu by the then equity owners.

Equity-based compensation reserves

The equity-based compensation reserves
represented the fair value of the employee
services received in exchange for the grant of the
share options which is recognised in accordance
with the accounting policy adopted for equity

based compensation in Note 35.

Revaluation reserve
The revaluation reserve relates to the revaluation

of the investment properties to their fair values.

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

own shares.

(i)

(iii)

(iv)

(v)

BEXwEE

EARBEASER BEt+
R FURRE E R A S
BAHZERRIEHMRSH

EoN
A °

LR BB E AT
UARS, He8 75 5 FIE B0 385 M £ 5 75 A
B B B B X O (8 B ARG &Y
AREE BEAREEDR
FRBA P FE 35K LARR #E R ELHE &Y
BN SR A ) & AT ERR AR o

EH#E
EffFRHEREMEAAEE
EfAR-

R R 1
P BB Bl (s B AR A R B () %
HEHEASENAER-
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Notes to the Consolidated Financial Statements

Accumulated

Equity-based

compensation

deficits reserves Total
DR ERERK
RITE Al N B
RMB'000 RMB'000 RMB'000
ARETTT ARETT ARETT
Balance at 1 January 2010 R=ZE-ZF—HF—H
Y & B4 - - -
Total comprehensive loss for FAEHABERE
the year (5,520) - (5,520)
Equity-based compensation DA RS 4 7 EL T Y 3 B = 5,263 5,263
Balance at 31 December 2010 R—ZT—ZTF
+=—A=+—H
HY A BR (5,520) 5,263 (257)
Total comprehensive loss for FAEABERE
the year (13,718) - (13,718)
Equity-based compensation LA % 42 7 E 1t A i P - 5,361 5,361
Balance at R=B——F
31 December 2011 +=B=+—H
HY %5 BR (19,238) 10,624 (8,614)
2011 2010
e —ET-TF
RMB’000 RMB'000
AR®T T ARBTT
Unlisted shares, at cost JE MR - R 5,118 342




ANNUAL REPORT 2011

Notes to the Consolidated Financial Statements

The following is a list of principal subsidiaries of the

Company as at 31 December 2011:

Place and date

TREHARBRZ

T——F+ A

=t BMIEMBLIA:

Issued or

Effective

of incorporation/ Principal registered/paid interest held as
Name establishment activities Legal status up capital at December 31,
i3l BR{THEM Rt=A=t+-H
A% RUtERBH TEEH R BaRE FENERES
2011 2010
—%--F -“3-%%
Directly owned subsidiaries:
ERBEENELAR:
Olympia Media Holdings Limited The British Virgin Islands, Investment holding Limited liability US$50,000 100% 100%
("Olympia Media") 13 December 2005 company
REEREEERAA RBEARES REER EREERT 50,000% 7T 100% 100%
(TRBEL]) “ZTHF
+ZA+=H
Gloria Fair Limited Hong Kong, Provision of advertising, Limited liability HK$10,000 100% 100%
2 November 2001 investment and company
interest services
ERBRAA Bk RE{EES RAR BEREERT 10,000 7T 100% 100%
“ZZ-F+-AZH FER®
Hung Hing To Publishing Limited The British Virgin Islands, Provision of publishing Limited liability US$622,500 100% 100%
13 December 2005 and advertising company
services
BEEERTERAR REAAREE R R R RS R BEREERT 622,500% 7 100% 100%
—ETRF
+ZA+=H
Indirectly owned subsidiaries:
BEEEHELR:
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 company
consultancy services
EREBEEMRERAF HEL R RUSMHEREARSE AREEAF  AKE1,000,0007T 100% 100%
—ETRE

+—A+THmAE
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Notes to the Consolidated Financial Statements

of the

Company as at 31 December 2011: (continued)

Place and date

TREIARBAR-_F——F+=A

=T BENIEHEBR

Issued or

A (&)

Effective

of incorporation/ Principal registered/paid interest held as
Name establishment activities Legal status up capital at December 31,
TEMRIL/ BRTHEM R+=A=t+-H
a8 RytERBH TEEK EEMNY Bk FENERES
2011 2010
A A
Beijing HanDing Advertisement Co.,  Beijing, the PRC Provision of full-line Limited liability HK$2,500,000 100% 100%
Ltd. 8 August 2007 advertising services company
IREREEERAA RELR RE2 7 ALE S RS BREARA 2,500,000 7T 100% 100%
“ZZ+FENANR
Dalian ShiFang Media Co., Ltd. Dalian, the PRC Provision of advertising Limited liability RMB2,000,000 100% 100%
("Dalian ShiFang") 8 February 2007 services company
AE+HERERAA hEAE REEERY BREELR  ARHK2,000,0007T 100% 100%
(TRE+A]) “ZZLE_ANH
Fujian ShiFang Culture Fuzhou, the PRC Provision of full- line Limited liability RMB46,000,000 100% 100%
Communication Co., Ltd. 1 November 2000 advertising agency company
("Fujian ShiFang") services
BETHXERERAR M RESFUEEKERYE BFREELT  AKE46,000,0007 100% 100%
(MEg+nl) “TTEF+-A—H
Fuzhou AoHai Advertisement Co., Fuzhou, the PRC Provision of full-line Limited liability RMB1,000,000 100% 100%
Ltd. 19 February 2008 advertising agency company
services
BNREEEERAA M RESFUEERERYE BFREELT  ARH1,000,0007T 100% 100%
“ZEN\FZA+NA
Fuzhou HanDing Network Science &  Fuzhou, the PRC Investment holding Limited liability RMB190,000,000 100% 100%
Technology Co., Ltd. 30 April 2008 company
BMERBENRERAA M REZK BREMERA  AR190,000,0007T 100% 100%
“ZZN\FMA=1H
Fuzhou HongXinTu Printing Co., Ltd. ~ Fuzhou, the PRC Provision of printing Limited liability RMB 10,000,000 100% 100%
(“Fuzhou HongXinTu") 21 September 2006 services company
RMBREENBERA A ST RALENRIARTS BEREERAA  AR%10,000,0007 100% 100%

(MEMs2E])

ZTERE

NAZ+—H
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Notes to the Consolidated Financial Statements

The following is a list of principal subsidiaries

of the

Company as at 31 December 2011: (continued)

Place and date

TREIARRBRZ
= T—HHNEENE
Issued or

T——F+ A
/NCIENGE D)

Effective

of incorporation/ Principal registered/paid interest held as
Name establishment activities Legal status up capital at December 31,
TEMRIL/ BRTHEM R+=A=t+-H
a8 RytERBH TEEK EEMNY Bk FENERES
2011 2010
A A
Kunming AoHai Advertising Co.,Ltd. ~ Kunming, the PRC Provision of full-line Limited liability RMB1,000,000 100% 100%
3 March 2008 advertising services company
HEEEEFRAR B 2 B RE2HUEE RS BEREMEAR  AEHK1,000,0007T 100% 100%
—ZZN\¥=ZR=R
Kunming HongLianXin Printing Kunming, the PRC Provision of publishing Limited liability RMB23,000,000 100% 100%
Co.,Ltd. (“Kunming 22 July 2005 and printing services company
HongLianXin")
EHABREIBARA B 2 B RA I R B EDRL AR 75 BEREMAR  ARH23,000,0007 100% 100%
([EBAsLEEfR]) “TTRE
+tAZ+ZH
Liaoning AoHai TianYi Media Shenyang, the PRC Provision of full-line Limited liability RMB5,000,000 100% 100%
Advertisement Co., Ltd. 17 March 2008 advertising services company
RERSR—EREEERAA HEES REEHLESRE BEREARR AR#5,000,0007T 100% 100%
“TEN\F=ZA++tH
Shenyang ZhuQin ShiFang Shenyang, the PRC Provision of full-line Limited liability RMB1,000,000 51% 51%
Media Development Co., Ltd. 10 September 2007 advertising services company
(“Shenyang ShiFang")
EERETHEEERERDA &R RE2 7 AE S RS BEREEAR  AEHK1,000,0007T 51% 51%
(NES+71) “ZZ+FNATA
Shifang YaQi Culture Xiamen, the PRC Provision of full-line Limited liability RMB2,000,000 100% 100%
Communication (Xiamen) Co. Ltd 27 December 2004 advertising services company
THEECERE (EF)ARRE  HEER RE2FALES RS BREELR  ARHK2000,0007T 100% 100%
—ZENE

+-A=-t++H
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Notes to the Consolidated Financial Statements

The following is a list of principal subsidiaries of the

Company as at 31 December 2011: (continued)

Place and date

TREHARBRZ

=T BT ENE

Issued or

T——F+ A
/NCIENG D)

Effective

of incorporation/ Principal registered/paid interest held as
Name establishment activities Legal status up capital at December 31,
TEMRIL/ BRTHEM R+=A=t+-H
a8 R E =g TEEK EEMNY Bk FENERES
2011 2010
A A
Xiamen DuKe Information Science Xiamen, the PRC Provision of technology Limited liability RMB11,000,000 100% 100%
& Technology Co., Ltd. (“Xiamen 24 February 2006 promotion and company
DuKe") consultancy services
EFMERESNRERA R REBMEERFZARS HREFQT  ARE11,000,0007 100% 100%
(EFER]) —ETRE
“R=+mA
Guizhou Qianzhong Newspaper Guizhou, the PRC Provision of publishing Limited liability RMB4,000,000 100% 100%
Industry Printing Co. Ltd 3 June 2010 and printing services company
EMBTRENBERAA BN R I IR & DRI AR 5 EREEAR  AREHK4,000,0007T 100% 100%
—Z-ZFRA=
Guizhou Shifang HanDing Media Guizhou, the PRC Provision of full-line Limited liability RMB 10,000,000 100% 100%
Co. Ltd 20 October 2010 advertising services company
EM+ T EREEERAR hEEM RE2 T AE S RS BEREEAR  ARH10,000,0007 100% 100%
“Z-ZE+AZ+H
Fujian Haobang Real Estate Fuzhou, the PRC Property marketing & Limited liability RMB 10,000,000 51% -
Consulting & Agency Co.,Ltd. 5 April 2011 agency services company
BRHAFEXRAREERAA M MELEHRRBRSB BEREELR  ARH10,000,0007 51% -
—T——%MmAAA
Fujian Fangke Network Technology ~ Fuzhou, the PRC Provision of full-line Limited liability RMB50,000,000 51% -
Corporation Limited 23 December 2010 advertising services & company
Property marketing
BRERBAMBRNERAA M RESFLESRER  FREELE  ARE50,000,0007 51% -
—ZT-ZF MEEH

+ZA=+=RH
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Notes to the Consolidated Financial Statements

The following is a list of principal subsidiaries of the

TREIARBAR-_F——F+=A

Company as at 31 December 2011: (continued)

Place and date

=T BENIEHEBLR

Issued or

A (&)

Effective

of incorporation/ Principal registered/paid interest held as
Name establishment activities Legal status up capital at December 31,
TEMRIL/ BRTHEM R+=A=t+-H
a8 R E =g TEXH EEMNY Bk FENERES
2011 2010
A A
Guangxi ShiFang Culture Nanning, the PRC Provision of full-line Limited liability RMB 11,680,000 100% -
Communication Co., Ltd 26 May 2011 advertising services company
EATHXERERAR hEEE RE2HUEE RS BEREMELAR  ARH11,680,0007T 100% -
—2——f
AA=+~HE
Sichuan ShiFang FuRui Investment Sichuan, the PRC Property development & Limited liability RMB6,000,000 51% -
Co., Ltd 22 December 2011 management company
mI+A ERREBRAR s m)l| NEERLER BEREEAR  AREH6,000,0007T 51% -
—2——f
+ZAZ+=H
Liaoning Shifang Xinda Culture Shenyang, the PRC Provision of full-line Limited liability RMB5,000,000 60% -
Media Co., Ltd. 21 December 2011 advertising services company
BETHEEULERERAA &R RE2HUESRE BREARA AR#5,000,0007T 60% -
—2——f
+ZA=+—H
Special purpose entity:
KHRENERE:
Beijing HongXinTu Culture Beijing, the PRC Provision of publishing Limited liability RMB30,000,000 100% 100%
Communication Co., Ltd. 2 July 2004 services company
("Beijing HongXinTu")
ErBEEXcERERAR HEL R RALH R RS BEREMELR  ARH30,000,0007 100% 100%
(MtRBEE]) “ZEMELAZA
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Notes to the Consolidated Financial Statements

The balances with subsidiaries are unsecured, interest-free
and repayable on demand. As as 31 December 2010 and

2011, the carrying values approximate their fair values.

2 ff

ST
K

=t

BRAEAMEHDEER 2OREE
B-R_F-FFR_F——F+=
— B REREEAAEERES-

\|

\_|.

i3
fale

Jn
L

2011 2010
—g--% —T-%TF
RMB’000 RMB'000

ARBT T ARETT

Sale of newsprint papers 55 AR
Sale of scrap material 6 R EE MK
Government grants 5T 78 B
Sundry income I A

The Group has recognised government grants of
RMB5,078,000 (2010: RMB4,293,000) from the Fujian
government authority for the year ended 31 December
2011, as an incentive to expand the business and develop
the economy in the PRC. This incentive is granted as the
relevant subsidiaries of the Group have taxable profits for

the respective years.

473 1,451
2,846 2,702
5,078 4,293
1,680 1,145

10,077 9,591

BE_Z—F+_A=+—RHIEE"
N6 B B e aR A 48 A2 IR M R s BB AT
B A R#¥5,078,000L (=T —FF:
AER¥4,293,0007T) @ ERIEF BIEA K
T I % R A ) 528D o B 7O 72N 5 [ AR A B
BRARINEAFERGRERT SN - HUE
RS2 E -
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Profit before income tax is stated after charging/(crediting)

Notes to the Consolidated Financial Statements

BR PR IS B AT &S AR (FEA) AT

the following: B ARK:
2011 2010
—E——F —T-TF
RMB’000 RMB'000
AR®T AR¥F T
Auditors’ remuneration A G 4,041 937
Cost of newspaper advertising AR E S AR
- Media costs — B 208,380 222,864
Cost of online services 4848 AR 1% B AN 1,997 2,021
Cost of television and radio advertising BEHREREEESKA
— Media costs — IR K 1,220 11,070
Cost of distribution management, consulting 2 $5& I « 54 38 &2 ED Il AR 75
and printing services: B -
- Raw material — R 14,416 4,317
- Media costs — R 4,503 4,711
— Other costs —H A AR 2,038 1,420
Depreciation (Note 7) e (KHsE7) 8,646 6,081
Amortisation (Note 9) s (FH3E9) 9,609 601
Operating lease charges in respect of land BRLHNEFHLEHE
and building I & 4,045 3,354
Net (gain)/loss on disposals of property, HEWE BEMERED
plant and equipment (Wz=) B85 (38) 60
Provision for impairment on trade receivables & 5 & U 30 8 5 (B B 45
(Note 11) (M$5E11) 68,101 5,438
Net foreign exchange loss HNEE B35 F R 7,144 2,969
Employee benefit expenses (including BEBAMRAX (BEES
directors’ emoluments) (Note 26) B<) (FHizE26) 70,700 49,765
Business tax EER 21,937 21,108
2011 2010
—E——F —E—ZF
RMB’'000 RMB’000
ARBT ART T
Salaries and other allowances e kHEMmmaL 56,855 40,590
Equity-based compensation expenses VA RR 19 72 EE 1t ) 357 B Bl 2
(Note 35) (HM$5E35) 5.361 5,263
Discretionary bonus [k ERCFAN 1,478 339
Social security costs HRER 2,567 1,561
Retirement scheme contribution RIRETEI R 4,439 2,012
70,700 49,765
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Notes to the Consolidated Financial Statements

B W B A B ik

26 EMPLOYEE BENEFIT EXPENSES
(INCLUDING DIRECTORS’
EMOLUMENTS) (continued)

(a) Directors’ emoluments
The remuneration of each of the director of the
Company paid/payable by the Group for the years
ended 31 December 2011 and 2010 is set out below:

26 EBMmABE (BFHEHEEME)

(%)

(a) EEBS
BE-T——GR-T—TF+=

A
BN

Year ended 31 December, 2011
BE-E--F+-fA=+-HLEE

=t+t—HLFE AEEEN/
NARBEEZTHMEHI W0

Salaries Social  Equity-based
and other  Discretionary security compensation
Fees allowances bonus cost (Note 35) Total
DRER
¥ek HBNEM
B HitHR LN ARER (Bir&E3s) @it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETRE ARETrn AR®Tn ARETn ARETrn  AR%Trn
Executive directors: HTES:
Mr. Chen Zhi BExE - 1,932 - - 2,037 3,969
Mr. Hong Pei Feng LR E - 732 - - 536 1,268
Mr. Zhang Tie Zhu RETEE - 1,732 - 9 1,823 3,564
Mr. Yu Shi Quan (i) RAELE () - 9 - - 6 15
Non-executive director: FHTES:
Mr. Wang Ping FEEE 120 - - - 107 27
Ms. Chen Min (i) R L () 4 - - - - 4
Independent Non-executive ~ BUFHTES:
directors:
Mr. Zhou Chang Ren RELCEE 120 - - - - 120
Mr. Wong Heung Ming, Henry — ERF%E 120 - - - - 120
Mr. Zhuo Ze Yuan SENLE 120 - - - - 120
Mr. Cai Jian Quan (i) BRERE () 4 - - - - 4
Total @it 488 4,405 - 9 4,509 9,411
() Appointed on 20 December 2011 () HRZE——F+-A=-+HEZ

(=
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26 EMPLOYEE BENEFIT EXPENSES
(INCLUDING DIRECTORS’
EMOLUMENTS) (continued)

(a) Directors’ emoluments (continued)

26 EBMmABE (BFHEHEEME)

(%)

(a) EEM= (&)

Year ended 31 December, 2010
HE-_T-THE+-A=T-HALEE

Salaries Social  Equity-based
and other  Discretionary security  compensation
Fees allowances bonus cost (Note 35) Total
IARER
Hek AR MM
e it 8k BiBEL HRER (F12E35) @
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARBTR AREFT AREFT ARETRT ARETR
Executive directors: HES:
Mr. Chen Zhi BExE = 1 - - 2,000 2,711
Mr. Hong Pei Feng LR E - 611 - - 527 1,138
Mr. Zhang Tie Zhu S Gt - 695 - 5 1,790 2,490
Non-executive director: FafTES:
Mr. Wang Ping TR 10 - - - 105 15
Independent Non-executive ~ BYFHTES:
directors:
Mr. Zhou Chang Ren FECKE 10 - - - - 10
Mr. Wong Heung Ming, Henry  ZRF%E 10 - - - = 10
Mr. Zhuo Ze Yuan 2ERLE 10 - - - = 10
Total Bt 40 2,017 - 5 4,422 6,434

During the year ended 31 December 2011, 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 (2010: nil).

There was no arrangement under which a director
waived or agreed to waive any emoluments during the
year ended 31 December 2011 (2010: nil).

REBEZ-_T——F+=-HA=1+—H
IEFE - ARBIEEHEO)KEASE
BEAMSERMAREELMA
REBEROER: (MBEERE
EERKEARIMNESHERER
BT B 18 sk (i) E R A B RE
TAME (ZF—FF &) -

RBE=F-——F+=A=+-
BLEFE LREERRLAT R
REAMLHRY (ZF—FF:
") -
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For the year ended 31 December 2011, the five
individuals whose emoluments were the highest in the
Group include 3 directors (2010: 3 directors), whose
emoluments were reflected in the analysis presented
above. The emoluments paid/payable to the remaining
2 (2010: 2 individuals) individuals during the year

ended 31 December 2011 were as follows:

BE-_T——Ft-A=t—HL
FE - AEBELERSHFALEE
=R (ZE-—ZEF =ZR)EF H
e RRE EXFREINEN D -
REBE=F-——FT-A=1—H
HFE BN/ BNSRTRE (ZF
—ZTF ME) AT T

2011 2010
—E——F —E-FF
RMB’000 RMB’000

ARBT T ARETT

Salaries and other allowances & KCH fth 4 BY
Equity-based compensation expenses LA B% 4 7 ZL 0 Y 357 B A 2
Discretionary bonus BIEIEAL

Social security costs HtIREH

For the years ended 31 December 2011 and 2010,
the emoluments of the highest paid individuals of the

Group fall within the following bands:

144 144
530 526

6 4
680 674

HE_Z——FR_ZT—ZTF+_
B=+—HULEEFE AEBxRE
ATHEHEN ETHIEE :

Number of individuals

A
2011 2010
2% —T-TF
Nil to HK$1,000,000 T 21,000,000/ 7T 2 2
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26 EMPLOYEE BENEFIT EXPENSES

(INCLUDING DIRECTORS’
EMOLUMENTYS) (continued)

(c) Key management compensation

26 R HABEAMBA (BFEFHE)

(%)

() XEEEEHM

2011 2010
—E——F —E—ZF
RMB’'000 RMB'000
ARET T ARETFIT
Salaries and other allowances e RHMmak 6,241 3,289
Equity-based compensation expenses VA IR 428 7 B 1t A9 5 B ) =2 5,361 5,263
Social security costs HRE R 37 23
11,639 8,575
27 FINANCE INCOME AND COSTS 27 lE W gs Bk AR
2011 2010
—E——F —E-FF
RMB’000 RMB’000
AR TR ARETIT
Finance income; B & W
— Interest income on short-term bank — R HIRITFE AT E
deposits N 2,472 274
Interest expense on: FERX:
— Bank borrowings —RITER (1,687) (1,462)
Finance income/(costs) — net MEWE S (RA) —F5 785 (1,188)
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2011 2010
—E——F —T-ZF
RMB’000 RMB'000
AR T AR T T
Current income tax BIVEA P 45 352
Mainland China Enterprise Income Tax (“EIT") F B ARE (b 2 Frig st
([EMBR])
- Current tax —BIEARL IR 26,747 24,013
— (Over)/under provision in prior years —BEFE (BERE)
BiETE (1,503) 342
25,244 24,355
Deferred income tax (Note 19) BEIEFTSHRL (MIaE19) (1,746) =
23,498 24,355
The Group is not subject to Hong Kong profits tax as it has AR AEEREEZE_T——FRK=F

no assessable income arising in or derived from Hong Kong
during the years ended 31 December 2011 and 2010.

Fuzhou HongXinTu was qualified as a manufacturing
foreign enterprise, and was entitled to Foreign Enterprise
Income Tax (“FEIT”) holiday of two year exemption plus
three year half reduction since 2007 provided that it would
operate for more than 10 years. In addition, as Fuzhou
HongXinTu located in Fuzhou Economic Development
Zone, the tax rate would gradually be increased from
18% to 25% over a period of 5 years. The applicable tax
rate of Fuzhou HongXinTu for year ended 31 December
2011 was 12% (2010: 11%). Shifang YaQi was entitled
to the grandfathering treatment where the applicable
CIT rate phased-in from 18% to 25% over a period of 5
years through 2012. The applicable tax rate of Shifang
YaQi for year ended 31 December 2011 was 24% (2010:
22%). Based on the certificate dated 30 December 2008,
Xiamen Duke was granted the qualification as a software
production enterprise, and was entitled to FEIT holiday of
two year exemption plus three year half reduction since
2008. In addition, Xiamen Duke was located in the High
technology Development Zone, the tax rate would gradually
be increased from 18% to 25% over a period of 5 years.
The applicable tax rate of Xiamen Duke for year ended 31
December 2011 was 12% (2010: 15%).

EE+_A=T—BHIEFEIRREE
ELNBERRTLRA  WBEFGREE
S

BINBEESERKBINERBEDZ
EREEZZHEE TS FHBHMEIN
BREMBH ([INECEMSR])EHE
B B = FHOBERE IR AEMNSE
ZEEEEBBTF LI AREMNE
EZEMCABMNEERMAZERR RETR
AEHBEE LS HI18%IEIL E25% - & E
T ——F+-A=+—HIEFE 8M
BEBMEARRE12% (T —ZTF:
M%) e +THEHEHBERZEHREFE  H
BRACEMBHEEEZEC f—_¢¢£
F HA [ gi%ﬁﬁﬁ18(yo;t25°/oﬁl‘]$ﬁ$ #H
E-_T——F+-_A=+—HILEE"
THEEMNBEARE AE24% (ZE—F
F:22%) HRBRABAE-_ZTTNF+=
A=THMNFE EMERERVMEE
TEER EREZXHEG-_ZTN\FHE
MM ENECEMESRB R Hig=
FRBIER S - pb N AREFERMAR
BRI ER  HRAINRAFHEE S H
18%IRIE E25% - HE—_T ——F + =
A=+—HLEFE EMERNERARE
B12% (ZFE—FF :15% ) °
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The taxation on the Group’s profit 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

75 B PR BT S B AT % A B9 B IH BB A
AREERDE#E RS 0B 8B H % &
METFHREAENERESBELEANE
RN

follows:
2011 2010
—E——F —ZT-ZF
RMB’000 RMB’000
ARBFT ARBTF T
Profit before income tax BR BT 15 554 A1 4 7 82,519 185,435
Tax calculated at domestic rates applicable ZEBARESERAERE RS
to profits of the entities in the respective w F 3 5 B R E Y
jurisdictions g 23,794 46,568
Tax effects of: NTHEENHIEZE:
— Income not subject to tax —BEMBIRA (1,225) (385)
— Expenses not deductible for tax purposes — AR X 11,885 557
— Tax losses for which no deferred income —RERELEMEREE
tax asset was recognised r BT &8 1,849 1,462
— Utilisation of previously unrecognised tax — B RBATRERTIA
losses &8 - =
— Effect of tax holiday —BIER N2 (11,302) (24,189)
— (Over)/under provision in prior years —BAEFEMSEHAX
income tax expenses (HERRERE) BETR (1,503) 342
23,498 24,355

The weighted average applicable tax rate was 29%
(2010:25%). The increase is mainly caused by the change in
applicable corporate income tax rates of certain subsidiaries

operating in the PRC.

IEF I EABE 2% (—F B
25% ) - B MEE N E TR @2
KB A FRE A R E B R
S
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Basic earnings per share for the years ended 31
December 2011 and 2010 is calculated by dividing
the profit attributable to the equity holders of the
Company by the weighted average number of ordinary

shares in issue during the year.

BE-_ZT——FR=-T—ZTF+=

A=t—BLFENEREANEGHN
T3 AR R B s 7 A A BG4 MR
AFREETE BN T 8

2011 2010
—E——F —ZT-ZF
Profit attributable to equity holders of RRARIEREE ARG ERN
the Company (RMB’000) (AR¥TFIT) 52,978 161,095
Weight average number of shares in B EITRD INHE T &
issue (thousands) (Fi%) 728,612 563,666
Basic earnings per share (RMB per share) &% & 7N % A
(BIRARY) 0.0727 0.2858

Diluted earnings 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 2010, the Company’s share options issued
under the pre-IPO share option was the sole category
of dilutive potential ordinary shares. For the year
ended 31 December 2011, the effect of the assumed
conversion of all dilutive potential ordinary shares

outstanding during the year was anti-dilutive.

BREESEN DIRAEEETER
BRE METF S AREZR B AE
EEBErENEARERRGTE -
HE-_Z—ZTF+-_A=+—HI1t
EE'K@E@%EK@%%%W
BREEIEITHERERLE
BErEnTaReE—E5-8
E_T——F+_A=+—HLHF
B FRETEIINEBEEEY
ZHEAREZHAROBRRAS
REETE-
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A O 5 AR Bk
29 EARNINGS PER SHARE (continued) 29 #FiEA (4)
(b) Diluted (continued) (b) #% (&)
2011 2010
—E-—F —ZE-ZF
Profit attributable to the equity holders 7N Bl#E 3535 A A FE (5 i Al
of the Company (RMB’000) (AR®TT) 52,978 161,095
Weighted average number of ordinary BT T B MNE T A
shares issued (thousands) (FA&) 728,612 563,666
Adjustment for share option (thousands) & B #E 8% (T R%) - 6,796
Weighted average number of ordinary AR EESR#HEEZFHE
shares issued for diluted earnings per BT E B NRE T B
share (thousands) (F5&) 728,612 570,462

Diluted earnings per share (RMB per TR E R T
share) (BIRARE) 0.0727 0.2824
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No dividend has been declared by the Company since its

incorporation.

AAFBEMRZERESTIREKES -

2011 2010
—E——F —T-TF
Note RMB’'000 RMB'000
Bt & AR®T ARBT T
Profit before income tax & BT 15 B A i A 82,519 185,435
Adjustments for: EE
Depreciation e 7 8,646 6,081
Amortisation 3 9 9,609 601
(Gain)/loss on disposal of property, HEWE  HENKRE
plant and equipment (W), K8 31(b) (38) 60
Provision for impairment of trade & 2 EW G IERE R &
receivables 11 68,101 5,438
Bad debt written off 88 22 AR 143 =
Finance income A WS 27 (2,472) (274)
Finance costs & AR 27 1,687 1,462
Share of loss of an associate FEAG B & A R ES 98 10 307 =
Fair value gain of investment BEMERAREBERE
properties 24 (158) -
Equity-based compensation LA RS #E & LB D 5
expenses = 26 5,361 5,263
Changes in working capital: EEEEE:
— Trade receivables —B S EWHIE (72,772) (112,728)
— Inventories —-FE (2,958) (1,333)
— Prepayments, deposits and —TENRE -ZE Rk
other receivables H fib & W 5B (78,902) (16,569)
— Amounts due from related —FE U BE &8 A T 5IE
parties (694) 19,533
— Trade payables —E S5 ENFIE 17) 442
— Other payables and accrued — H i JE 7 5RIE
expenses JEETFR X 8,127 (6,015)
— Amounts due to related —FET A8 A T3R8
parties (3,861) (1,704)
Cash generated from operations KEFRERS 22,628 85,692
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A O 5 AR Bk
31 NOTES TO THE CONSOLIDATED 31 OB i LM (4)
STATEMENT OF CASH FLOWS
(continued)
(b) Disposal of property, plant and equipment (b) HEVXE BERRE
In the consolidated statements of cash flows, proceeds EHEENEXRFTHEVE BE
from disposal of property, plant and equipment R HEO B HIERE
comprise:
2011 2010
—E——F —T-TF
RMB’'000 RMB'000
AR® T AR¥T T
Net book amount (Note 7) BRI FR8 (FRE7) 116 211
Gain/(loss) on disposal of property, plant &Y% BE MR E
and equipment Wz, (FE8) 38 (60)
Proceeds from disposal of property, LEME - BE R
plant and equipment F B FT1S RIE 154 151
32 COMMITMENTS 32 R

(a) Operating lease commitments — Group
The future aggregate minimum lease payments under

non-cancellable operating leases are as follows:

(a)

REBMNAE-FTKEE
TR AR EHOBRTHRRRE

HEMREBET

2011 2010

—E——F —ZE-ZF

RMB’000 RMB'000

ARET R AR¥T T

Not later than 1 year —F T 3,754 2,874
Later than 1 year and not later —FAERAFNUT

than 5 years 9,964 12,095

Later than 5 years AFLE 4,603 1,788

18,321 16,757
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The future aggregate payments under non-cancellable

A BB R A (F i r B 1R 5

exclusive cooperative agreements are as follows: HMEMT
2011 2010
—B——-F —ET-TF
RMB’000 RMB'000
ARETR AREF T
Not later than 1 year —F AT 252,750 248,279

Later than 1 year and not later than —FAERAFNUT

5 years 623,250 606,819
Later than 5 years HFE E 1,992,750 2,162,000
2,868,750 3,017,098

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.

REMMBHRERME  MEALARENE
AEBEELM R ERRTERLEE
HAKERNEATE ZATHERR
EEAREEREE (R2ZIR) -BEA
TAINEEA(EREEAE TEER
B/ B EHRR) HEAM AR - ALK
B BEA LT REA  RIEEALIERE
REBEALERFENRR - HAEBLQ
A B KRESH - MER R EEEAL

RRBEERR ZFEEALRH TN
BREEBEETRBAEEESHEEA
THEBHERBETT
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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 2011:

Name

=L

Mr. Chen Zhi

&L

Fujian JinDi Mining Industry Co., Ltd.
BESHBEREERAA

Fujian ShiFang Digital Technology Co., Ltd.
RETHHEBERMAER QA

TopBig International

AFERERERAA

Shenyang Si Ling Ling Gou Trading Co., Ltd.

EENTTEHEARAR

Guangxi Nanning Ha Le Tao Trading Co., Ltd.

ERAEERELIEEARAR

Beijing Ha Le Tao Electronic Trading Co., Ltd.

ERBEBEFRBEERADA

ARAEERAE UTAT/BA
BRBE-T——F+=A=+-
BIEEERRARBETR SR
BEBOBEAL

Relationship with the Group
HAEENER

Executive director of the Company/Chief Executive
Officer of the Group
ARABATESE AEBERHTE

Controlled by the Chief Executive Officer of the Group
HAREEFERITEZS

Controlled by the Chief Executive Officer of the Group
HAEEEFERITE ZE

Controlled by the Chief Executive Officer of the Group
HAREEFERITEZS

Controlled by the Chief Executive Officer of the Group
from 27 November 2009 to 18 June 2010

R-ZBZENF+—AZ++tBE_ZE-ZFH+/\H
HASEEFRITEZES

Controlled by the Chief Executive Officer of the Group
from 22 December 2009 to 18 June 2010
RZEBNF+_A=-+=-HE=_Z—ZF A+ N\AH
HAEBEFHITE ZH

Controlled by the Chief Executive Officer of the Group
from 3 September 2009 to 18 June 2010

RZEZNFNA=ZBEZZTE—ZEF AT \NBHASE
B EERITE E



T —FFR

Notes to the Consolidated Financial Statements

The directors of the Company are of the view that the (@) ARFAEFRA UTREEA

following companies/individuals were related parties

that had transactions or balances with the Group

BRBE-F——FT=A=1—
BIEEERRARBETR SR

during the year ended 31 December 2011: (continued) BRESOBEEAL: (&)
Name Relationship with the Group

=L

Fuzhou Development Zone Xuanhua
Industry & Trade Co., Ltd.
BMNRAERZETERR QA

Mr. Qiang Yibing
SRIN B

Fujian Jinyi Asia Paper Co., Ltd.

BESETIMNERBRAA

Mr. Li Gang
2 M5 &

Mr. Xu Kaining
PRI

Xiamen Hongnian Venture

Investment Co., Ltd.

EFEFRIZERERBRAR

Shenzhen Longbai Investment and
Management Co., Ltd.
RITREAKREEEFR QA

BEAKENER
Controlled by a close family of a director of the
Company

RARE —BE ST RIS

A close family member of a director of the Company

ARG —BEZHOR
Controlled by a close family member of a director of the
Company

HARR—ZREZ T RIE

Key management of the Group
REBXZEEAS

Key management of the Group
rEEFEZEERAR

Controlled by a director of the Company

HARR —BEFEH

Controlled by a director of the Company

HARR] —BEFEH
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RAREEZRR UTREEA
RRBE_T——F+-_A=1—
BUEFERAEAKREETRS X
BRESOBEEAL: (&)

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 2011: (continued)

Name

=x

Shenzhen Zhongke Hongyi Venture
Investment Management Co., Ltd.

RITHREZRIEREEBEAR A A

Quan Zhou Shifang Advertising
Company Ltd.

FM+ITEESERAT]

Mr. Hong Peifeng
TR E

Mr. Zhang Tiezhu

SREESEL

China TopReach
B X 3

Xiamen Zhishang Trading Co., Ltd.

EFfELREERAA

Xiamen YuanTong Communication Co., Ltd

EFTTABEERAQA

Relationship with the Group
HEASENER

Controlled by a director of the Company

BARAE —BEFEH

Controlled by the Chief Executive Officer of the Group

MAKEEFERTE ZH

Executive director of the Company

ARARAITES

Director of the Company/Chief Financial Officer of the
Group.
ARBESE /AEEERMBE

A significant shareholder of the Company

ARAWEERR

Controlled by a close family member of a director of the
Company

AR R — B EFERTHIES

Controlled by a close family member of a director of the
Company

BARQR—BEERTHIES
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RAREEZRR UTREEA
RRBE_T——F+-_A=1—
BUEFERAEAKREETRS X

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 2011: (continued)

Name

=L

Xiamen Yuanliu Cultural
Communication Co., Ltd.

EFERXERARAT

Ms. Zheng Shouling
P+

Fuzhou Yagi Art Originality Co. Ltd.

BMEHBMEIZERA A

Mr. Qin Guo Jun
=EALAE

Mr. Zhu Sheng Nan
MR E A

Shenyang Jinyutang Real Estate
Agency Co., Ltd.
BEEEEFMERERRAA

Liaoning Baixin Media Company Limited
BEAEERERAA

Fujian Lanting Network Technology Holding
Limited Company
BEMEARMRRNOBRAR

BRESOBEEAL: (&)

Relationship with the Group
HEASEENER

Controlled by a member of key management of the
Group until 20 August 2010
RZZE—ZF)/\A_THAIBEAEETEEEASEH

Spouse of the Chief Executive Officer of the Group
AEBEREANTE MRS

Controlled by a member of key management of the
Group until 18 August 2010
RZZE-—ZF)\A+/\BiAXEETEEEABZEH

A significant shareholder of a subsidiary of the Group

AEE-RMBARMNEERR

A significant shareholder of a subsidiary of the Group

REE-RMBRAMNEERR
Controlled by a significant shareholder of a subsidiary of
the Group

RS B — SR B A A = BRI

A significant shareholder of a subsidiary of the Group

AEE-RMBARNEERR

A significant shareholder of a subsidiary of the Group

AEE-RMBARMNEERR
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The directors of the Company are of the view that the (@) ARFAEFRA UTREEA
ARBE-T——F+-A=+—
BIEFERNAREERITRHHIF
BRESBOBEAL: (8)

following companies/individuals were related parties
that had transactions or balances with the Group

during the year ended 31 December 2011: (continued)

Name

=L

Mr. Yu Shi Quan
REFHE A

Mr. Wang Ping
F¥FEE

Ms. Chen Min
PR 22 =

Mr. Zhou Chang Ren
AELCEE

Mr. Wong Heung Ming, Henry
®=AALLE

Mr. Zhuo Ze Yuan
IR AE

Relationship with the Group
HEASEENER

Executive director of the Company

ARARATES

Non-executive director of the Company

ARBFATES

Non-executive director of the Company

ARBFAITES

Independent non-executive director of the Company

ARBBULIFNITES

Independent non-executive director of the Company

ARBRBILIFAITES

Independent non-executive director of the Company

ARBBULIFNITES
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The directors of the Company are of the view that the (@) ARFAEFRA UTREEA
following companies/individuals were related parties RRBE_ZT——F+_-_A=+—
that had transactions or balances with the Group ALFEARARBETRSUT
during the year ended 31 December 2011: (continued) BHEBOBEAEALT: (&)

Name Relationship with the Group

=L

Mr. Cai Jian Quan
R

Fuzhou Development Zone Xuanhua
Industry & Trade Co., Ltd
EMAZERZETEERA A

ERASEEREER

Independent non-executive director of the Company

ARARBILIFAITES

Controlled by a close family member of a director of the
Company

HARR— 2 EF TR

The above names of certain related parties companies LIETREATARIMNRXEHE
represented the best effort by management of the HARAEEEAEFXEEED
Company in translating their Chinese names as they do HEmMES REREEA R L E
not have official English names. EREHE -

Transactions with related parties: (b) HEEBALETNRS:

The following transactions were undertaken by the ARERBEZF——F1+=A
Group with related parties during the year ended 31 =t HLEFEEMEATETN
December 2011: TR5:

(i) Continuing transactions

() #HEXH

2011 2010
S
RMB’000 RMB'000

ARBT T ARET T

Key management compensation

(Note 26(c))

TEEE A B
(Ft5¥26(c)) 11,638 8,575
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(b)

Transactions with related parties: (continued) (b)

(i) Non-continuing transactions

HEEATETORS: (B)

(i) ¥FEXE

2011 2010
—E——F —E-TF
RMB’000 RMB’000
ARETR ARETT
Newspaper advertising and REBEATHNBREESR
online services revenue 48 4% AR 7S W 2%
from related parties:
Companies controlled by a REEEEEEABFTES
member of key management of 0N
the Group - 1,023
Companies controlled by the Chief 7S£ 8 & & #0175 Fr %
Executive Officer of the Group 0N - 2,959
- 3,982

The transactions with related parties were
conducted in accordance with commercial terms
mutually agreed between the Group and the

respective related parties.

The amounts below represented expenses paid

by the Group on behalf of China TopReach Inc.,

HEEANTETHRFHTIRIR
HEEEATHERE

ATHRBAEAEERERARA
B E EBCR P B R IRIER AR

a significant shareholder of the Company of the NCIE-EEE: 0]
Company.
2011 2010
—E2——-F —T-ZF
RMB’'000 RMB'000
AR T AREF T
Expenses paid on behalf of REBEALHAHX:
related party:
A significant shareholder of RAFEZERRK
the Company 3,491 3,519
3,491 3,519
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Balances with related parties:

As at 31 December 2010 and 2011, the balances are

unsecured, interest-free and are repayable on demand:

REEA LT B
NE-BER-F——F+= A
=+-BEER R REERE
B

e

2011 2010
—ZE-—-F —ZE-ZF
RMB’000 RMB’000
AR®T R ARBTT
Amount due from a significant EBRALATDHEERRRE
shareholder of the Company —-¥E5
- non-trade 1,760 -
The maximum balance due from BHE-Z——F+_HA
a significant shareholder of =+—HLFE B
the Company during the year AT EZRFEFHIER
ended 31 December 2011 was AR RARE
RMB2,000,000. 2,000,0007T °
Amounts due from related parties - EWRBEEATIRE-B5
trade
Companies controlled by a close family AR & —&Z EHAHFT
member of a director of the Company 2 I B9 A & - 12,000
Amounts due from related parties - BEWEEALRE-FEZSZ
non-trade
A non-controlling shareholder of a AEE B AR
subsidiary of the Group K — & FE AR AR 500 -
Spouse of the Chief Executive Officer of ARG EHFEHMITE HWEE
the Group 667 663
Key management of the Group AEBNETEEREAS 1,363 1,357
A company controlled by the chief REEHEAITE PTE G
executive officer of the Group — R A 177 115
2,707 2,135
Amounts due from a director: ERESRE:
Mr. Hong Peifeng IR I 5 A 362 =
4,829 14,135

The maximum balance due from Mr. Hong Peifeng

during the year ended 31
RMB1,290,000.

December 2011 was

Bz Z——F+_A=+—HIt
FE RUCKFEEEFREN RS
ek A AR ¥1,290,0007T °
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(@)

Balances with related parties: (continued)

As at 31 December 2010 and 2011, the balances are

unsecured, interest-free and are repayable on demand:

e

SEMEATTANLS  (H)
R BER-E——E+=A

=St —HEER REREERE

B
2011 2010
—E——F —E-ZF
RMB’000 RMB’000
AR®T ARETT
Amount due to a significant EBREAQABNEERRENRIE
shareholder of the Company —-¥E5
— non-trade - 1,731
Amounts due to directors: ERESRE:
Mr. Chen Zhi RELE 286 151
Mr. Hong Peifang IR I 5 A - 1,641
Mr. Zhang Tiezhu ok #8155 A 416 141
Others Hth 56 40
758 1,973

The balances mainly represent the directors’ fee

payable to the directors. All the above balances are

unsecured, interest-free and repayable on demand.

RERBIERENEENESH
T PHRFERKBRAEERRA RER
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Balances with related parties: (continued) (0 HEEAITENGEHS: (8)
2011 2010
—g--% —T-=TF
RMB’'000 RMB’000

AR®ETR ARETT

Amounts due to related parties: PEASBEE AN T FRIE
A Company controlled by the Chief RNEBEENITE FTEH &
Executive Officer of the Group — R A 157 157
Amounts due to related parties — ENBEATRE-FES
non-trade
Companies controlled by the Chief RNEBEENITE FTEHH
Executive Officer of the Group A A] 15 69
Companies controlled by a close family AR & —&Z EHAHFT
member of a director of the Company Zk IO NG 312 312
Companies controlled by a director of RNR A —BEEMEGE
the Company NG - 861
Key management of the Group REEBFZERAR 40 40
367 1,282
1,282 5,143
Amount due to a related party — ERNBEATRE-FES
non-trade (non-current portion) (EREE D)
A non-controlling shareholder of a REE B AR —F
subsidiary of the Group FEERR AR R 68,600 -
The balance due to a non controlling shareholder is JERT— B AR IR 2 A o R AR
unsecured, interest-free, with no fixed repayment term BB REREFEENRA  WEEAR
and repayable upon mutual agreement between the SERZEIFERAR 2 HHE 7=

(i sy
=

A

i

o

Group and the non-controlling shareholder.
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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.

The total contributions incurred in this connection for
the year ended 31 December 2011 were approximately
RMB4,439,000 (2010: RMB2,012,000). No forfeited
contributions are available to reduce the contribution

payable by the Group in the future years.

BB ARAREENEAFHFERTE
B —E B2 LA REKREEIE A
BRI - 2077 MR IF A e A 2B
MEBRRMMARA LARKERKEEN
BRAENE AL - BRANE QR REK
FEME-BEEEREFEELLEHR

EoN
A °

HEz-_ZT——F+=-A=+—H81L
FE BRUEEEOHRBEEHORAR
#4,439,000 (ZE—FF: ARK
2,012,0007T ) © A2 U 5% AT A VB 2>
RREFEE ARG E AT
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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 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.

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 statement of comprehensive
income, with a corresponding adjustment to equity. For
the year ended 31 December 2011, the equity-based
compensation expenses amounted to RMB5,361,000
(2010: RMB5,263,000).

Each share option gives the holder the right to

subscribe for one ordinary share of the Company.

BEBEAQAZERER_-_T—F
FZ_AZT+"BBEBENEERE
R ARBABREHERKAE R
AREENERESE ([BRA
FEEREREE]) - RIBEZ R
BR ARAMHEEEREERET
27,456,15617 & I - 3% & B IR
AJHR TSR T LATTE -

A

(i) BRETEETISEREART
LG {ERE RO E
BHIA AL TMERI00% ;

(i) ERHBRERLHEN4I0%A]
REE B EB1F#&ITE B
30% Al R H B BR2F 21T
2 AT 30%BI AT A HH B HR
3FEATE

BEHBERELDNEESRBOHAR
BEARBHAERAR IR
VA R R 7 B T8 0 35 P £ 4 VEAB P 3
BoRNEREHR  RRASTHY
K THBERERE OG-
E2E R RERER R AT
FE(WE)  WHERELBESR
B-BE_FT——FT-A=1—
B IEFE - LARRRE R 2560 5 B
X B ARES5,361,0000T (ZE—F
F: AR#5,263,0007T) °

BOBERBEETHAEARBEALT
— IR AR
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() Movement of Pre-IPO Share Option Scheme () ‘B\BRAFAZEERERETZEIN
during the year ended 31 December 2010 and HE_ZTZSFR-_F——F
2011 is as follows: +—A=+t—RHLEFENES

W

Number of
Exercise Price Option
TEE BREE

(HK$)

(¥%7T)
At 1 January 2010 R-_E—FF—H—H = =
Granted on 26 February 2010 HR-ZE—ZTF [ - +/NBEH 1.82 27,456,156

At 31 December 2010 and RZE—ZTFR-_FT—F
2011 +=-—A=+—8H 1.82 27,456,156

As at 31 December 2011, no options were
exercised. All of the outstanding share options
will be expired by 2 December 2014.

The weighted average fair value per share option
granted during the year ended 31 December
2010 was 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 to be based on historical volatility of
the comparable companies over the period that
has the same length as the expected life of each
grant.

RZE——F+ZH=+—
H WEERESTE A
MARTENBRELRZ-F
—ME+—_A_BHH-

RE_EAPREERLEE
ERBE_ZET—ZFF+_A4
= t+—HLEFEARENEH
BRENMEFLSAREBER
0.578 7T o FEEE E AR A T %
HERENAAEER - Z18
ANAEEERAUMANEE
WABEA: BEBHHNAAT
ESHBREI. 798 T 111
fB1.82/ 7T « K 1840.66% * T8
HREIRIE A S H4 4F  REX
0% K f& @ b 6F 5.2 1.493%
T8 BB 8 TR IR P & LA A
RREEZRE L BRENTE
HFHERMBRENBI KR
HEEL -
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(i)  Movement of Pre-IPO Share Option Scheme
during the year ended 31 December 2010 and

2011 is as follows: (continued)

(i) BRARBEABRETEIRN
BHE_Z—ZTFR-_T——F
T A=+ —HILEFENES

wmr (&)

Held at Granted Held at

31 December during 31 December
2010 the year 2011 Grant date Expiry date

R-B-%F R=B-—-%

TZA=+-H T-A=t-H
BH RERRH BE REAH B
Directors Bz 23,063,171 - 24,161,417 26 February 2 December
2010 2014
“F-TF  _T-[mfF
“A=+7H +-AZH
Other employees HffES 4,392,985 - 3,294,739 26 February 2 December
2010 2014
“F-TF _T-[mf
“A=+7H +-AZH

27,456,156 - 27,456,156

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”).

BERARBBRRR T —FTF+—
ANBEBNEMARZER AL A
R-ZE-—ZF+—A\BHRABK
feat & (TR RERT &) - B A
el EERB S ERO)AN R A HE
EAAT BB % B B0 {A] 22 B S SR (R
E-TTRABEABE: (IARQ
AREEANBARNEMNES
(RITHFRTES BREBIUF
MITESE) (A 7 S AE [T
BRI TR ERALH®
EE FEFPRRE(ZRIEERBA
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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.

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.

EFEgn RN BRESIE EE R
B+ FABRREAEERALR
2ROBRE - RIBEBRESEK
HOERMHRBEHEZTS2RDE
BE BETHBERTIZENRS
E

() BORREEELEREZAE
k32 P B (B R P ERE UL T
B

(i) BRORBERRERLBEREE
HRiAfEEXAEBIAER
BEXRAROFHRHE: &

(i) ARFRMHAHEE-

MREARRBREFLIE BRI
8 M i 5T 81 AT 9% H A B IR R 8 IR 9
IR BB S AN LT HEE &
TR D 42 8 H10% (B173,216,512
RARD) ~1TERIBEERE SR
AR B HE b B AR AT B8R B
18155 1T 150 B BT B 2R 17 160 B AR e ifm 7]
BITHRMEE LR TEBAEN
RNETNRE BITRAAIZ30% - R{E
fa]121E A BARE 1T 2 4R 55 5 A i 51 2l
BTEREGERATHREBRE
(BEETE BEERRTENE
B fE) BT R T BEITHRMND &
BB BBEARAEEITRMNE
1% o LE— SR B BiBL R
RERES BEREABREAE L
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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 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 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 2011, no share option had been

granted under the Share Option Scheme.

RARAREE FETHRAERK
FTERFHBEEFMBHBEARLE
Bt BEARANRBYIERITE
SFESHA o bSO - AR 21E A
N RIBERERETEIR2EE (B
ARBEERRIBEIIFERTES)
FIRFEMBEARENAEBR
B(BEECETE BEaHRRE
TEMBRE) BTEEETRE
TEITHRG)E HBBE BITR
DHRE0.1%  R()EZREEREA
HAQNARMD BT EFTENRAER
85,000,000/ 7T - A2 X H B AR
RAKARARRARRAE EHit
JE

REMNBEEFEENNSE/AR
#1.007T - IR R BB B B IR Y
EABRENTTER N SEERH
BRRERLE BRF10F - BAE
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On 10 July 2011, the Group acquired the real estate RZZBE——F+ATH KTEE@BEMNEF
marketing and planning business from Fuzhou H-Brand. AU E L R AR B RTS -
Details of net assets acquired and goodwill are as follows: FT e F EEREFBENT
RMB'000
AR T T
Purchase consideration: BERE:
— cash paid —BEfRE 40,000
Fair value of net assets acquired (shown as below) B FEER R EE
(a5 (27,427)
Goodwill (Note 9) 2 (PFE9) 12,573
The goodwill is attributable to the workforce of the acquired EECENERIES £ 37301 1 PSSR NS
business and the synergies expected to arise after the AN E5 B UG R 1 7 AR ) 177 (R U ©
acquisition by the Group.
The assets arising from the acquisition are as follows: WISFTEAMEERT
Acquiree’s
carrying
amount Fair value
WLE S
IRMEE AREE
RMB'000 RMB'000
ARBEFTT ARBEF T
Intangible assets (Note 9) EmEE ([39) - 36,570
Deferred tax liabilities (Note 19) RERIBAE (FE19) = (9,143)
Net Assets FEE = 27,427
Outflow of cash to acquire business, net W EHIE &7
of cash acquired: (BT EEIR S ) ¢
— cash consideration —-REeRE (40,000)
— cash and cash equivalents acquired — MR RASSEEE =
Net cash outflow on acquisition W HEHYIR & 5 ER (40,000)
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The revenue and profit included in the consolidated
statement of comprehensive income since 10 July 2011
contributed by acquired business was RMB17,853,000
and RMB9,763,000 respectively. Had the above acquisition
taken place on 1 January 2011, the consolidated statement
of comprehensive income would show revenue of

RMB546,537,000 and profit of RMB68,593,000.

On 26 July 2011, Shenyang Media Corporation, one of
the Group’s partners under a comprehensive cooperation
contract, unilaterally terminated the contract with the

Group.

Shenyang Media Corporation initiated civil action against
the Group on 25 October 2011 through the Shenyang
Intermediate People’s Court in Liaoning Province
("Intermediate People’s Court”), where Shenyang Media
Corporation claimed the Group for a total sum of RMB
17,329,000, being the outstanding advertising fee payable
by the Group as at 26 July 2011 under the comprehensive
cooperation contract between the Group and Shenyang
Media Corporation and all legal costs in relation to the

litigation.

On 22 December 2011, the Group issued a civil writ to the
Higher People’s Court of Liaoning Province (the “Higher
People’s Court”) in the PRC against Shenyang Daily Agency
and Shenyang Media Corporation, pursuant to which the
Group claimed Shenyang Daily Agency and Shenyang Media
Corporation for a total sum of RMB105,579,352, being the
outstanding advertising fees payable by the Shenyang Daily
Agency and Shenyang Media Corporation to the Group
under their comprehensive cooperation contract with the
Group together with all the legal costs the Group incurred in

relation to such litigation.

BZT——F LA THNUKR AT ER
MG BT ASHE2EKEROBAKR
= A9 Bl A AR ¥17,853,0000 R AR
#9,763,0007T ° i ML EER —F — —
F—A—H#ET AEHEERERER
AW A AR #546,537,0007T K M AR
#68,593,0007T °

RZE——F LA+ A EBHEEL
A(AEBEF—Z2HEEERHINE
HIESEEREREERZINEGH -

R-ZT——F+A-+HA BEEEA
AEREERESTRRARZER ([H
BMARER ) AAEBRERERA M
REBREBFEARK17,329,0007T - A7
MR-ZT——F+ -+ 8 XEERE
BESEEARGYHNEZEMEEEHE
NOMAZNESEE RE@ZFANF
BEEER-

RZE——F+-A=+=H Kx5H
HHEZESBBRERESEEAR R+ H
BEELARBRARER (TRRARER])
BHREBFNK Bt AEBRIER
HRHREGEEARREABBARK
105,579,352 T ' BL& S B it KBS E
BARRBREAEEIYHZEAES
HNENTAEENMAZINESBER
AEBRZFLREENRTAELREBR -
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On 8 March 2012, the Group has received a civil judgment
issued by the Higher People’s Court in relation to the civil
writ issued on 22 December 2011, pursuant to which the
Higher People’s Court decided to refer the case to the
Intermediate People’s Court. On 13 March 2012, the Group
has lodged an appeal to the Supreme People’'s Court of the
PRC (the “Supreme People’s Court”) to request the Supreme
People’s Court to overrule the Higher People’s Court's
decision and order that the case shall remain to be heard in

the Higher People’s Court pursuant to the PRC law.

No provision for loss has been made in respect of the
litigation between the Group, Shenyang Daily Agency and
Shenyang Media Corporation, as at 31 December 2011,
as management, having considered all available facts and
circumstances and legal advice from the Group’s external
legal counsel, has determined that these claims would not

result in an outflow of economic benefits from the Group.

On 9 January 2012, the Group has paid a total amount of
RMB100,000,000 as additional investment cost to Yunnan

Handing, the associate of the Group.

R-ZE-——F=AN\B AEERIIEH
ARZEIR -_F——F+ A=+
BREEOREEFNBHORERES
B BRARERESERZRMER AT
BARZRBR RZTE—Z—F=A+=
B AEEERTESEARZER ([&5
ARZEB ) 1R L5F - FRER ARER
KR BEVERRHBRAREROEE
W ZEADNZADRAREREE -

REBFABANSMEERERAARKNE
BHNRERBEREERBRE BEEER
RLERETSERAKEEEMNDR
H-#R—F——F+_A=+—8" %
ERASEERZESBBRLEREGEER
) H 7R 1E B R R 4

<
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