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

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

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

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

This report, for which the directors of the Company (the
“Directors”) collectively and individually accept full responsibility,
includes particulars given in compliance with the Rules Governing
the Listing of Securities on GEM of the Exchange for the purpose
of giving information with regard to the Company. The Directors,
having made all reasonable enquiries, confirm that, to the best of
their knowledge and belief:

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

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

3. all opinions expressed in this report have been arrived at
after due and careful consideration and are founded on
bases and assumptions that are fair and reasonable.
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On behalf of the board (the “Board”) of directors (the
“Directors”) of Neo Telemedia Limited (the “Company”), | hereby
present to the shareholders of the Company the annual results of
the Company and its subsidiaries (collectively referred to as the
“Group”) for the year ended 31 December 2014.

REVIEW AND ANALYSIS

During the year ended 31 December 2014, the Group’s
operations comprised sales of telecommunications products
and services and transmedia advertising services in the People’s
Republic of China (“PRC”).

During the year under review, due to the de-consolidation of
CERNET Wifi Technology (Beijing) Company Limited (“CERNET
Wifi”), together with the poor performance of Ease Ray
Limited and its subsidiaries (collectively referred to as “Ease
Ray Group”) and Smart Long Limited and its subsidiaries
(collectively referred to as “Smart Long Group”), the Group’s
turnover decreased from approximately HK$61.1 million
(including continuing operations of approximately HK$61.1
million and discontinued operations of approximately HK$0.03
million) for the eighteen months period ended 31 December
2013 to approximately HK$34.6 million (including continuing
operations of approximately HK$34.6 million and discontinued
operations of HK$ nil) for the year ended 31 December 2014.
In addition, due to the impairment loss on goodwill arose from
various acquisitions completed during the last three years of
approximately HK$255 million and the impairment on the related
intangible assets of approximately HK$84.8 million recognised
in the year under review, the Group’s net loss attributable to
owners of the Company increased from approximately HK$315.7
million for the eighteen months ended 31 December 2013 to
approximately HK$567.4 million for the year ended 31 December
2014,
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Chairman’s Statement
FEHRES

SALES OF TELECOMMUNICATION
PRODUCTS AND SERVICES

CERNET Wifi Group

Through Galaxy Palace Group Limited and its subsidiaries
(collectively referred to as the “CERNET Wifi Group”), the
Group is engaged in the provision of personal broadband
access services for China Education and Research Network
(“CERNET").

As detailed in the Company’s announcement dated 20 March
2015, due to (i) the non-cooperation of the former general
manager of CERNET Wifi, a 75% subsidiary of the Company,
who is the key management staff nominated by 1t &k — & 4%}
F A BR A A, an entity wholly controlled by the Company through
structured contracts, and (i) the non-cooperation of the holders
of the non-controlling interests who owned the brand name
and network of CERNET, a Chinese online education network,
which CERNET Wifi had used for its operations pursuant to an
asset lease agreement (“Asset Lease Agreement’) entered
into between CERNET Wifi and =445 A R A5 (CERNET
Company Limited*)(*CCL”), the Company had been unable to
access the books and records of CERNET Wifi and maintain
CERNET Wifi's operations properly. As such, the Directors
considered that the Company had lost its control over CERNET
Wifi. CERNET Wifi was therefore deconsolidated from the
Group’s consolidated financial statements from 1 January 2014
and a loss on de-consolidation of approximately HK$174.0
million was recognised in the profit and loss.

Hughes China Group

Through HCH Investments Limited and its subsidiaries
(collectively referred to as the “Hughes China Group”), the
Group is engaged in the development of Internet technology
and satellite communication technology as well as the trading of
satellite communication system devices.

During the year under review, other than the sale of satellite
communication system devices and the provision of the relevant
services, Hughes China Group entered into an agreement with &
MR K ERBPEEHEER A A (Guizhou Zhongda Star Network
Science And Technology Co., Ltd*) (“Guizhou Zhongda”) for the
sale of coal-mine surveillance systems and solutions, thus leading
to an increase in revenue contributed to the Group as compared
to the eighteen months period ended 31 December 2013.

*

for identification purpose only
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Despite the improvement in revenue contribution, the two major
projects, namely “RK# 2" and “& 8", which the Hughes China
Group had been working on since last financial period, had not
been carried out as originally scheduled due to the continuous
delay in obtaining funding by HughesNet China Company Limited
(PRETB 48 Hflr (dE =) BER A A)) (‘HughesNet China”),
a subsidiary that is 45% indirectly owned by the Company
and the operating entity of Hughes China Group. As a result,
the Group was not able to develop the business of Hughes
China Group as originally planned and its profitability has been
adversely impacted. Based on the updated business valuation of
Hughes China Group, the Group has recognised an impairment
loss of approximately HK$205.4 million on goodwill arose on
the acquisition of Hughes China Group for the year ended 31
December 2014.

The recoverable amount of Hughes China Group’s cash
generating unit is determined based on value-in-use calculation.
Such calculation is based on 1) the profit forecast prepared by
HughesNet China covering a five-year period and 2) a discount
rate of 28.31% (2013: 29.03%) per annum which reflects current
market assessments of the time value of money and the credit
risk specific to the cash generating unit.

Given the aforesaid factors and the results of the annual review of
the existing business by HughesNet China’s management, which
have adversely affected the financial performance of Hughes
China Group, figures, particularly revenue, adopted in the five-
year profit forecast of HughesNet China have been revised. For
the eighteen months ended 31 December 2013, a compound
average growth rate (‘CAGR”) of revenue of approximately
41.06% was adopted for the five-year profit forecast used for the
value-in-use calculation while for the year ended 31 December
2014, a CAGR of revenue of approximately 18.10% was
adopted.

Other than the aforesaid revision, key assumptions and valuation
method have substantially remained the same for the value-
in-use calculation as at 31 December 2013 and 31 December
2014.
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Chairman’s Statement
FEHRES

Smart Long Group

During the year under review, the performance of Smart Long
Group has declined as compared to that for the eighteen
months period ended 31 December 2013, mainly attributable
to the significant decrease in revenue generated from sale and
installation of network platform and the related after-sale services.
In view of the uncertainty of the business of high temperature
superconducting (‘HTS”) filtering solutions, Smart Long Group
has shifted its focus on other projects since the last financial
year, particularly mobile internet lottery. During the year under
review, Smart Long Group entered into co-operation agreements
with FINTHRMELFEMRBR AR (Shenzhen CATIC System
Integration Co., Ltd*) for the promotion of Internet lottery sales.
Lottery platform and website had been developed and launched
subsequent to the year-end date.

Given the uncertainty of the business of HTS filtering solutions
and the change in Smart Long Group’s focus, it is expected that
the original cash generating unit, i.e. the business of HTS filtering
solutions and the T support services, will not generate any cash
flow in the future. As a result, the management has decided to
fully write off the goodwill arose from the acquisition of Smart
Long Group and the relevant intangible assets in accordance with
the relevant financial reporting requirements.

PROVISION OF TRANSMEDIA ADVERTISING
SERVICES

During the year under review, Ease Ray Group’s revenue
has significantly decreased as compared to that for the
eighteen months period ended 31 December 2013.
mainly attributable to the policy implemented by the municipal
government of Shangrao to rectify the local over-advertised
market and the fierce competition in the outdoor advertising
industry in the PRC. As a result, the number of operating traffic
signboards has decreased.
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In addition, in view of the uncertainties and risk factors of the
advertising industry in the PRC, such as changing government
policy to restrict or curtail advertising services, fierce competition
in outdoor advertising market and rapid change in technology, the
directors of the Company considered it was risky to make further
investment in Ease Ray Group. As a result, the management of
Ease Ray Group has revised downward the profit forecast on the
intangible assets of enhanced LED display technology. Based
on the valuation report issued by Asset Appraisal, the Group has
recognised an impairment loss of approximately HK$61,090,000.
The recoverable amount is based on value-in-use calculation with
a discount rate of 18.34% (2013: 21.25%) covering the remaining
useful life of the intangible asset.

PROSPECTS
CERNET WIFI GROUP

The outcome of the legal proceedings remained uncertain as at
the date of this annual report, the management will continue to
work with the Group’s PRC legal advisers and closely monitor the
progress of the legal proceedings of CERNET Wifi.

HUGHES CHINA GROUP

Upon the entering into of the agreement with Guizhou Zhongda,
Hughes China Group has kicked off its coal mine surveillance
projects. Initially, it will cover 11 coal mines in Guizhou, the
PRC. The management of Hughes China Group is working on
additional coverage and expects to secure the opportunity within
the next financial year.
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SMART LONG GROUP

Due to the recent promulgation of the Notice of General
Administration of Sport on the Practical Implementation of
Special Audit Opinions on Lottery Funds to Strengthen the Sports
Lottery Management ( (BB BB RENEZERN RESE
HEFERNBEEXEEETERNBE) )by the General
Administration of Sport of the PRC and the Notice on Issues
Regarding Conducting Self-examination and Self-correction
Activities of the Unauthorised Sale of Lottery through Internet
(KARFRBEEMNAEREHEYRTRBEEAMITIEER
fREAY @A) ) jointly promulgated by the Ministry of Finance,
Ministry of Civil Affairs and the General Administration of Sport
of the PRC, the Group’s business partners had suspended the
operations of online sale of paperless lottery tickets and sale
of lottery tickets through mobile phones with effect from 17
February 2015. Accordingly the Group’s lottery-related business
has been suspended simultaneously.

The management will pay close attention to the development of
the new government policies and regulations on online lottery
business and work closely with its business partner with an aim
to resume its online lottery business as soon as possible.

EASE RAY GROUP

The management will continue to work with the municipal
governments of Xiamen, Nanchang and Shangrao for a
timetable of resuming our services and will continue to carry
out maintenance work on the aged traffic signboards so as to
maintain their normal operation.
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OTHER PROJECTS

On 30 January 2015, NEO Mobile Holdings Limited (“NEO
Mobile”) and an independent third party (the “Vendor”) entered
into an agreement regarding Guangdong Wei Hai Xiao Yuan
Mobile Network Company Limited* ( B85 & &R 518 &% B %
FREBER AR N HZE) ) (the “Agreement”). Pursuant to
the Agreement, the Vendor has conditionally agreed to execute
and procure the execution of certain structured contracts (the
“Structured Contracts”) and NEO Mobile has conditionally
agreed to procure the issuance and allotment of 303,000,000
ordinary shares of the Company to the Vendor at HK$0.33 per
Share with the total subscription price of HK$99,990,000.

The execution of the Structured Contracts will enable the Group
to capture high growth opportunity in the WiFi access services
and enlarge its market share in the mobile internet industry in the
PRC.

For details of the Agreement and the Structure Contracts, please
refer to the Company’s announcement dated 30 January 2015.

As at the date of this report, the transactions contemplated under
the Agreement have not been completed.

OVERALL

The Directors are currently assessing the Group’s existing
operations that will be reorganised by discontinuing certain
loss making and risky projects in order to minimize the Group’s
exposure to financial as well as business risks.

Going forward, the Group will continue to consider various
alternatives in obtaining resources to develop to existing
businesses and turning them around. On the other hand, the
Group will continue to explore potential investment opportunities
in order to broaden the Group’s profit base.

*

for identification purpose only
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FINANCIAL POSITION

During the year under review, the Group generally financed its
operations with internally generated resources and borrowings.
As at 31 December 2014, the Group had other loan of HK$27.3
million that is repayable within one year (31 December 2013:
HK$27.3 million).

As at 31 December 2014, the Group had current assets of
approximately HK$48.5 million (31 December 2013: HK$114.9
million), including cash and cash equivalents of approximately
HK$31.7 million (31 December 2013: HK$11.0 million), trade
receivables, prepayments, deposits, other receivables and
payment in advances of approximately HK$16.6 million (31
December 2013: HK$102.6 million); and current liabilities
of approximately HK$95.3 million (31 December 2013:
HK$58.3 million). The Group’s current ratio had decreased
from approximately 2.0 times as at 31 December 2013 to
approximately 0.5 times as at 31 December 2014.

The Group had total assets of approximately HK$147.8 million
(31 December 2013: HK$743.5 million) and total liabilities of
approximately HK$250.8 million (31 December 2013: HK$241.9
million), representing a gearing ratio (expressed as total liabilities
to total assets) of approximately 170% as at 31 December 2014
(31 December 2013: 33%).

The Group’s turnover for the year ended 31 December 2014
amounted to approximately HK$34.6 million (eighteen months
ended 31 December 2013: HK$61.1 million).

COMMITMENTS

Details of commitments of the Group were set out in note 38 to
the consolidated financial statements.

CONTINGENT LIABILITIES

As at 31 December 2014, the Group did not have any material
contingent liability.
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CHARGES ON ASSETS

As at 31 December 2014, there were no material charges on the
Group’s assets.

FOREIGN EXCHANGE EXPOSURE AND
TREASURY POLICIES

Most of the Group’s cash balances and income are either
dominated in Renminbi or Hong Kong dollars. In view of the
stability of the exchange rates of Renminbi and Hong Kong
dollars, no hedging or other alternatives have been implemented.
As at 31 December 2014 and 31 December 2013, the Group did
not have any outstanding hedging instruments.

PLACING OF NEW SHARES UNDER
GENERAL MANDATE

On 15 May 2014, the Company entered into the placing
agreement (the “Placing Agreement”) with Kingston Securities
Limited (the “Placing Agent”), pursuant to which the Company
had conditionally agreed to place, through the Placing Agent on
a best effort basis, a maximum of 200,000,000 ordinary shares
(the “Placing Shares”) at HK$0.201 per share (the “Placing”).
The closing price of the shares of the Company was HK$0.25
per share as quoted from the GEM on the date of the Placing
Agreement. The completion of the Placing took place on 29
May 2014 whereby 200,000,000 Placing Shares were placed to
not less than six placees, raising net proceeds (after deduction
of the related expenses) of approximately HK$39.7 million (i.e.
HK$0.1985 per Placing Share). The aggregate nominal value of
the Placing Shares is HK$20,000,000. The reason for carrying
out the Placing was to present an opportunity for the Company
to raise additional funds while broadening the shareholders and
capital base of the Company. The Company has utilised the
net proceeds in the manner consistent with that disclosed in
its announcement dated 15 May 2014, i.e. as general working
capital of the Group.
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LEGAL PROCEEDINGS
THE COMPANY

Reference is made to the announcement of the Company
dated 15 October 2014 regarding the receipt of a winding-
up petition (the “Winding-up Petition”) by the Company on
15 October 2014, presented by Beyond Net Service Limited
(the “Petitioner”) at the Court of First Instance of the High
Court of the Hong Kong Special Administrative Region (the
‘High Court”) against the Company. The Winding-up Petition
concerns a sum of HK$3,067,500 (the “Claim”), being the
amount of a cheque issued by the Company on behalf of Cloud
Computing Investment Limited (“Cloud Computing”), a wholly-
owned subsidiary of the Company, to the Petitioner pursuant to
a consultancy agreement entered into between the Petitioner
and Cloud Computing on 1 August 2012 (the “Consultancy
Agreement”). In accordance with the Consultancy Agreement,
the Petitioner should provide certain consultation and services to
Cloud Computing within one year from the date of the agreement
but the Petitioner has failed to do so. Having reviewed the details
of the Winding-up Petition and the relevant facts, the Company
has instructed its legal advisers to apply for striking out and
dismissal of the Winding-up Petition, which will be heard at the
High Court on 4 May 2015.

The Company has further instructed its legal advisers to advise
and take action on behalf of Cloud Computing against the
Petitioner on the Petitioner’s failure to perform the Consultancy
Agreement. Pursuant to such instructions, the legal adviser has
issued a High Court Action on 5 December 2014 against the
Petitioner.

Having considered the Claim and the financial position of the
Company, the Directors are of the view that the Winding-up
Petition would not result in any material adverse impact on the
operation and financial position of the Group.
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CERNET WIFI

Asset Leasehold Arbitration claim

Reference is made to the announcement the Company dated
19 December 2014 in relation to the application by CERNET
Wifi to the China International Economic And Trade Arbitration
Commission (R BB & EZ 5 HZ EE) (the “CIETAC”) to
claim against CCL and Z 1% & B R 2~ &l (CERNET Investment
Company Limited”)(“CERNET Investment”) for, inter alia, an
amount of RMB22,529,555, being the benefits after deduction
of tax generated from the assets leased by CCL and CERNET
Investment to CERNET Wifi pursuant to the Asset Leasehold
Agreement (the “Asset Leasehold Arbitration”).

On 5 February 2015, CERNET Wifi received a counter claim
from CCL and CERNET Investment claiming for, inter alia, a total
amount of RMB26,528,148.

In addition to the claims made in the Asset Leasehold Arbitration,
CERNET Wifi has further claimed against CCL and CERNET
Investment for, inter alia, (i) the continuation of the Asset
Leasehold Agreement and (i) the benefits after deduction of
tax generated from the assets leased by CCL and CERNET
Investment to CERNET Wifi since 1 October 2014.

CERNET Wifi's PRC legal advisor is of the opinion that the
outcome of the Asset Leasehold Arbitration will be based upon
calculation and settlement of cost, revenue and benefits under
the Asset Leasehold Agreement, as such, as at the date of this
report, the outcome is uncertain.
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Common Seal and Documents Claim

On 12 January 2015, CERNET Wifi filed a claim against
the former general manager of CERNET Wifi (the “Former
GM’), in dt R T 8 EE A RER (Beijing Haidian District
People’s Court®) (the “Beijing Haidian Court”) for, inter alia,
the return of CERNET Wifi's common seal, contract chop,
business registration, and license to carry out value-added
telecommunication business (“CERNET Wifi’s Documents”).
On 17 November 2014, the Former GM was dismissed in
response to CERNET Wifi's declining business by way of board
resolution passed by the CERNET Wifi's board. On 5 December
2014, CERNET Wifi passed a shareholders’ resolution that
CERNET Wifi's Documents be under the custody of CERNET
Wifi's legal representative, Mr. Zhang Xinyu, a director of the
Company. On 26 December 2014, CERNET Wifi requested the
Former GM for the return of CERNET Wifi's Documents but the
Former GM had failed to do so.

Beijing Haidian Court issued the judgement on 18 March 2015,
pursuant to which the Former GM shall return CERNET Wifi's
common seal, contract chop and business registration and its
duplicate.

Labour Arbitration Claim

On 12 January 2015, notices of claim of 69 former employees
of CERNET Wifi were served on CERNET Wifi by 1t R & E
BB AEZZH(PEHZEZEE (Haidian District Labour Dispute
Arbitration Committee of Beijing Muncipality*) (the “HDLDAC”)
pursuant to which, the applicants claimed for the amount of
RMB1,361,993.57, being the salary, over-time payment, meals
fee, disbursement, annual leave fee, and dismissal fees payable
by CERNET Wifi. CERNET Wifi has counter-claimed against 34
applicants for the return of company properties and payment of
commissions (the “Labour Arbitration Claim”).

As at the date of this report, the HDLDAC rendered its decision
with respect to the Labour Arbitration Claim and CERNET Wifi
has brought the claim to the Beijing Haidian Court as an appeal
to the HDLDAC's decision.
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The Company is in the course of assessing the impact on the
above claims. Further announcement(s) relating to the arbitration
claims and litigation will be made by the Company as and when
appropriate.

EMPLOYEES

As at 31 December 2014, the Group had 45 staff (31 December
2013: 119). The total remuneration, including that of the
Directors, for the year under review is approximately HK$16.0
million (31 December 2013: HK$67.3 million), which includes
share based payments of HK$ nil (31 December 2013: HK$30.5
million). The Group remunerates its employees based on their
performances, experience and the prevailing industry practice.
Employee remuneration, excluding Director’'s emoluments, is
reviewed annually. In addition to the basic salaries, employees are
also entitled to benefits including bonus and mandatory provident
fund. On 19 December 2012, the Company had adopted a
share option scheme under which full time employees, including
Directors, of the Company and its subsidiaries, might be granted
options to subscribe for the Company’s ordinary shares.

APPRECIATION

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

CHEUNG Sing Tai
Chairman

Hong Kong, 26 March 2015
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Biographies of Directors
EERE

EXECUTIVE DIRECTORS

Mr. CHEUNG Sing Tai (“Mr. Cheung”), aged 53, was appointed
as an executive Director on 21 June 2013 and Chairman of
the Board and Chief Executive Officer on 20 March 2014. Mr.
Cheung graduated from the Department of Thermal Engineering
of Tsinghua University and the Sun Yat-sen Business School
with a bachelor degree in engineering and a master degree in
business administration respectively.

Mr. Cheung was engaged in trade between Mainland and Hong
Kong in his early years. He had served as deputy manager in
Strategic Development Department of Guangdong Investment
Limited, a company listed on the Stock Exchange, while he was
also a director of Guangdong Tannery Limited, a company listed
on the Stock Exchange.

Mr. Cheung previously served as the managing director of CL
China Group Limited and the general manager of Coastland
Development (Int’l) Co., Limited; both are engaged in investment
in securities and real estate.

Mr. ZHANG Xinyu, aged 53, was appointed as an executive
Director on 15 June 2012. Mr. Zhang Xinyu holds a Master of
Business Administration degree and is familiar with the securities
market regulations in Hong Kong. He was a licensed responsible
officer under the Securities and Futures Ordinance and an advisor
of the Management Consulting Committee of China Enterprise
Confederation. He has over 20 years working experience in
banking and investment banking industries and accumulated
extensive network resources and experience in capital
management. He has been engaged in research and practice in
listing, merger and acquisition, reorganisation, spin-off and asset
securitisation. In 1990, he was appointed by the head office of
Bank of China to hold senior position in Bank of China (Hong
Kong) in Hong Kong and mainly to provide financial support to
relevant Chinese entities under the State Council based in Hong
Kong.
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Mr. LIAN Xin (“Mr. Lian”), aged 59, was appointed as an
executive Director on 21 June 2013. Mr. Lian has over 30
years’ experience in accounting, auditing, legal practice and
management in PRC. He has held senior positions in the PRC
government, law firms and listed companies. Mr. Lian is currently
a director and vice president of CERNET Wifi Technology (Beijing)
Company Limited (BERESPERFE (LR ERAE), a
subsidiary of the Company.

In the 1990s, Mr. Lian participated in acquisitions of several
Mainland companies. In 2000, he took part in seminars held by
organisations including the Department of Legal Affairs of the
China Securities Regulatory Commission (the “CSRC”) and the
Shenzhen Stock Exchange on the establishment of the Growth
Enterprise Market. In 2003, he was recorded in the talent pool
of independent directors which was created by the CSRC. He
was also rated as management professional by the Shenzhen
Expertise Federation (R BREES € ) in 2004.

Mr. Lian holds qualifications of China Commerce Operating
Manager ( & 4% 0 ) , management professional, professional
accountant and lawyer in PRC.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. LEUNG Ka Wo, AICPA, aged 41, was appointed as an
independent non-executive Director as 20 March 2014. He holds
a Bachelor of Arts Degree in Accountancy from Seattle University,
Seattle, Washington, USA. He is a member of the American
Institute of Certified Public Accountants. He has over 14 years of
experience in auditing and accounting, and had worked as the
finance director and company secretary of ERA Mining Machinery
Limited (@ company delisted from GEM since 4 October 2012
as a result of privatisation) and a manager for Deloitte Touche
Tohmatsu. He is currently a director and chief financial officer of
Hong Kong Jia Hong Investment Company Limited.
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Mr. CHOU Jianzhong, aged 47, was appointed as an
independent non-executive Director on 20 March 2014. He holds
a doctoral degree. He served as the vice president and senior
economist of Guangdong Securities Co., Ltd.* ([ERZFH K5
BMRA7]), a postdoctoral researcher of Xiamen University, an
independent director of FSPG Hi-tech Co., Ltd. ({§51L1%8 %l £= [&]
f&1» AR R F]) (a company listed on Shenzhen Stock Exchange)
and an independent director of Guangdong Jiuzhou Sun Media
Co., Ltd* (BER NG EHEBZHBER AR (now known as
‘Guangdong Guangzhou Daily Media Co., Ltd.* ( EREMN B R{&
AR BBRZAR]) ). He is currently a fellow member of the Hong
Kong Quality Management Association, a special consultant of
Guangdong Provincial Economic Restructuring Research* (&
RABENIE), a master of business administration and a
part-time instructor of Jinan University, a part-time professor of
South China Normal University, a professor and doctoral tutor
of City University of Macau, an executive of Guangdong Finance
Society* (ER £ R Z %), a director of Guangzhou Jinan
Investment Co., Ltd.* (BMEEIRERBRAR), a director
of Guangdong Junfeng Spectrum Co., Ltd., (&3 5 2 43¢
E i BBR A F]) , an independent director of the sixth board of
Guangdong Golden Dragon Development Inc. ( & 52 £ #2 %% & i%
BEBRAA) (a company listed on Shenzhen Stock Exchange),
an independent director of the third board of Guangdong Alpha
Animation and Culture Co., Ltd. (BEREBR B2 (LD AR
A F]) (@ company listed on Shenzhen Stock Exchange) and an
independent director of the third board of Shenzhen Infinova
Technology Co., Ltd.* ORINERAEHE D BRAF]) .

Ms. Xl Lina, aged 32, was appointed as an independent non-
executive Director as 16 May 2014. She graduated with a degree
in economics and international trade from Zhejiang University
of Finance and Economics and holds a master of science in
banking and international finance from the City University, London
She has extensive experience in economics and futures market.
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The Directors present their report and the audited consolidated
financial statements of the Group for the year ended 31
December 2014 (“Financial Statements”).

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding and
the principal activities of its principal subsidiaries are set out in
note 40 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The Group’s loss for the year ended 31 December 2014 and the
state of affairs of the Group at 31 December 2014 are set out in
the consolidated financial statements on pages 53 to 230. The
Directors do not recommend the payment of any dividend in
respect of the year.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of
the Group for the last five financial years is set out on pages
231 to 232. This summary does not form part of the audited
consolidated financial statements.

RESERVES

Movements in reserves of the Group during the year are set out in
the consolidated statement of changes in equity on pages 57 to
59.
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DISTRIBUTABLE RESERVES

As at 31 December 2014, the Company has no distributable
reserves available for distribution to shareholders of the Company
(81 December 2013: HK$132,986,000). Under the Companies
Law (Revised) of the Cayman Islands, the share premium of
the Company is distributable to the Shareholders provided that
immediately following the date on which the dividend is proposed
to be distributed, the Company will be in a position to pay off
its debts as they fall due in the ordinary course of business. The
share premium may also be distributed in form of fully paid bonus
shares.

PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment of the Group during
the year are set out in note 18 to the consolidated financial
statements.

SHARE CAPITAL AND SHARE OPTIONS

Movements in the Company’s share capital and share
options during the year are set out in notes 31 and 32 to the
consolidated financial statements.

CONVERTIBLE NOTES

Movements in the Company’s convertible notes during the year
are set out in note 29 to the consolidated financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles
of Association of the Company (the “Articles”) or the laws of the
Cayman lIslands, being the jurisdiction in which the Company
is incorporated, which would oblige the Company to offer new
shares on a pro rata basis to existing Shareholders.

QIR SapE 4

R-E—NE+-_A=+—H8 A a L&
RS EEE (ZE—=F+=-A=+—8:
132,986,000/ 70) » Al IR T AR AR
BEFAEESARE (KERT)  ARrZikH
HEA DR TR ERARRERERZ DK
BREERA®% BEEIIMNERBEERBR
H R AR (E T8 o IR0 R B IR Al AR AL AR 75 =X
Dk

W% BB K&

FAREEYE  BEMREEE ZFBHR
RE MR KIFEI8

AN K S IS

FARRRBRARBERIESE) 2 FBHNELE
B B3R R MY aE31 K32 o

AR RIE

FRNARRA) AR EIREE) 2 FF IR RS B
R FRME29 o

1B hs EE

ARAzERMAR(THRAXF2EHS (K
REEMARIL 2 AEER) AR DEHAE
SBBER G WA ARREAR R TR
FImRABRREEH R -

Neo Telemedia Limited

A E S EEERAR



PURCHASE, REDEMPTION OR SALE OF
LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities during
the year ended 31 December 2014.

MAJOR CUSTOMERS AND SUPPLIERS

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

PURCHASES

- the largest suppliers 78% (31 December 2013: 76%)

— five largest suppliers combined 100% (31 December 2013:
100%)

SALES

- the largest customer 36% (31 December 2013: 22%)

— five largest customers combined 87% (31 December 2013:
47%)

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

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Company
were entered into or existed during the year.
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DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SECURITIES

As at 31 December 2014, the interests or short positions of the
Directors in the securities of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (“SFO”)) which were notified to the Company
and the Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO, including interests or short positions which they were
deemed or taken to have under such provisions of the SFO, or
which were required, pursuant to Section 352 of the SFO, to be
entered in the register referred to therein, or which were required,
pursuant to Rules 5.46 to 5.68 of the GEM Listing Rules relating
to securities transactions by directors, to be notified to the
Company and the Stock Exchange, were as follows:

EERNBHIERENRR

R-E—NE+-_A=+—H8 EFRNAQA
HEFMBEEE (EEREFSH RBE KA
(TBRERHEMRH ) EXVE) 2 BEHRHEER
BEE MGG EXVEEETREID A M
EAAR BRI ERHAR (BIERSER
BELFREEERN 2 ZE G ER A EE
BHZERIOKE)  BIEEF R BAE KA
FEI52{F AR AZIRFTIE 2 B M Az 3K
HRE - HARBAIZEIR ETARBISE5.46F §5.68
GCEREETETES RS ZRTEEMG AR
KB R T2 SR BT -

LONG POSITIONS IN THE SECURITIES OF RAEARBRRBEZHR
THE COMPANY
Share options EE R R
Number of Approximate

Number of underlying percentage of
Name of Director Capacity options held shares shareholding
EEpgg 14 BEBREHE HEROGHE HAKKREIH
Mr. ZHANG Xinyu Beneficial owner 20,000,000 20,000,000 0.73%
RITFR A EnEAA

Save as disclosed above, the Directors do not have any other
interests or short positions in the securities of the Company.
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SHARE OPTION SCHEME

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

DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

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

DIRECTORS

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

EXECUTIVE DIRECTORS:

Mr. CHEUNG Sing Tai
Mr. ZHANG Xinyu
Mr. LIAN Xin
Mr. Theo EDE
(removed on 18 March 2014)
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INDEPENDENT NON-EXECUTIVE
DIRECTORS:

Mr. LEUNG Ka Wo
(appointed on 20 March 2014)
Mr. CHOU Jianzhong
(appointed on 20 March 2014)
Ms. Xl Lina
(appointed on 16 May 2014)
Ms. LU Zhuo
(appointed on 20 March 2014 and resigned on 16 May 2014)

Dr. Jih Chyi LEU

(retired on 17 March 2014)
Mr. LAM Kin Kau, Mark

(removed on 18 March 2014)
Professor SONG Junde

(retired on 17 March 2014)

Pursuant to Article 86(3) of the Articles, the Directors have the
power from time to time and at any time to appoint any person
as a Director either to fill a casual vacancy on the Board or as an
addition to the existing Board. Any Director so appointed by the
Board shall hold office only until the next following annual general
meeting of the Company and shall then be eligible for re-election.
Accordingly, Mr. LEUNG Ka Wo and Mr. CHOU Jianzhong who
were appointed as Directors on 20 March 2014 and Ms. Xl Lina
who was appointed as a Director on 16 May 2014 shall retire
from their office and eligible for re-election at the forthcoming
annual general meeting (the “AGM”).

Pursuant to Article 87(1) of the Articles, at each annual general
meeting, one-third of the Directors for the time being shall retire
from office by rotation. Accordingly, Mr. ZHANG Xinyu shall retire
from his office and eligible for re-election at the AGM.

DIRECTORS’ BIOGRAPHIES

Biographical details of the Directors of the Company are set out
on pages 18 to 20 of the annual report.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors who are proposed for re-election at
AGM has a service contract with the Company which is not
determinable within one year without payment of compensation,
other than statutory compensation.
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DIRECTORS’ INTERESTS IN CONTRACTS

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

INTERESTS AND SHORT POSITIONS OF
SHAREHOLDERS DISCLOSEABLE UNDER
THE SFO

The register of substantial shareholders required to be kept under
section 336 of Part XV of the SFO shows that as at 31 December
2014, the Company had been notified of the following substantial
shareholders’ interests and short positions, being 5% or more
of the Company’s issued share capital. These interests are in
addition to those disclosed above in respect of the Directors and
chief executives.

Long positions

Name Nature of interests

£ My

LIE Haiquan Beneficial owner

|5 1 E=EA A
Interest in controlled

corporations (Note)

PSR E 2w (M)
Total
e

Note:

210,000,000 shares are held by Winner Mind Investments Limited
(“Winner Mind”), a company incorporated in the British Virgin Islands
and 10,580,000 shares are held by Golden Ocean Assets Management
Limited (“Golden Ocean”), a company incorporated in Hong Kong, both
companies are wholly-owned by Mr. LIE Haiquan (“Mr. Lie”). Thus he is
deemed to be interested in 210,000,000 shares held by Winner Mind and
10,580,000 shares held by Golden Ocean pursuant to the SFO.
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Hr
Approximate
Number of percentage of
shares held shareholding
FrEROEE BAKRED
578,556,000 Shares 21.00%
578,556,000% iz 17
220,580,000 Shares 8.01%
220,580,0000% f% 17
799,136,000 Shares 29.01%

799,136,0008% f% 15

B & -

210,000,0000% f% 15 BAWinner Mind Investments
Limited ([Winner Mind | + —FER & B E Z B S5
Ak Sz 2 A &) ¥ A }10,580,0000% A% 15 B Golden
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OceanJ —EREBEMARLZ AR EE AR
NE RS EREE ([FIEE])2EHE Bt
*ETJ%M%&HEETMW 1% 1548 & 7 B Winner Mind#
4 ,2210,000,000% % {5 K& F8 Golden Oceani¥ & Z
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DIRECTORS’ INTEREST IN COMPETING
BUSINESS

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

CONNECTED TRANSACTION

FREER ORY) BB BERMAR AT (the “Purchaser’), a
wholly-owned subsidiary of the Company, and LR &% &=
BRAF] (the “Vendor”) entered into the property acquisition
agreements on 28 August 2014, pursuant to which the
Purchaser had agreed to purchase and the Vendor had agreed
to sell the four office units, namely room 1601, room 1602, room
1603 and room 1604 of Block 4, Tower 1 located at Smart City,
No. 1 Zhi Hui Road, Chan Cheng District, Foshan, the PRC (the
“Properties”) at the aggregate consideration of RMB17,316,880
(equivalent to approximately HK$21,819,000).

The Vendor is substantially owned by Mr. Lie, a substantial
shareholder of the Company. The Vendor, being an associate
of Mr. Lie, is therefore a connected person of the Company
under the Rule 20.07(1) of the GEM Listing Rules. Accordingly,
the transactions contemplated under the property acquisition
agreements constituted a connected transaction of the Company
under Chapter 20 of the GEM Listing Rules.

CORPORATE GOVERNANCE REPORT

Corporate governance report of the Company is set out on
pages 30 to 46 of the annual report.
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SUFFICIENCY OF PUBLIC FLOAT

The Company maintained a sufficient public float as required
under the GEM Listing Rules during the year ended 31 December
2014,

AUDITOR

The financial statements have been audited by HLB Hodgson
Impey Cheng Limited (“‘HLB”), who will retire and, being eligible,
offer themselves for re-appointment at the AGM. A resolution
will be submitted to the AGM for the re-appointment of HLB as
auditor of the Company.

Following the resignation of ZHONGLEI (HK) CPA Company
Limited as auditor of the Company on 11 November 2013,
HLB was appointed as the new auditor of the Company at
the extraordinary general meeting of the Company held on 16
December 2013 to fill in the casual vacancy.

Save as disclosed above, there were no other changes in auditor
of the Company during the preceding three years.

On behalf of the Board
CHEUNG Sing Tai
Chairman

Hong Kong, 26 March 2015

Annual Report 2014

TE-NEFHR

Report of the Directors
EEERE

R LZRNBRFTIE

REE-T—NF+_A=+—HILEFE XK
RARBEIER EPRAUNZRERTREZR

BHRE -

% B

MBHmAC BEE S EFEMARAR ([H
& EZ BESRRRAFAERERTA
BERBBRET BRERBFAGREZEEE
B R AL BN 2 RFESR -

TR (BE)EIMEEMERABAR_-F
—=Ft+—At - BHEARRZEEER B
BN _F—=F+ - A +RBRTNARFR
REFAG LEZ T RARRRNFAZEED - A
S 7 e B 22 R

B EXCHEE SN AR ARBENBE = F L
)

REE=S
e
RER

& —F-AF=A=1xA

29



30

Corporate Governance Report
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COMPLIANCE WITH THE CODE ON
CORPORATE GOVERNANCE PRACTICES

The Company’s corporate governance practices are based on
the principles and the code provisions (the “Code”) as set out
in the Code on Corporate Governance Practices as set out in
Appendix 15 to the GEM Listing Rules. The principles adopted
by the Company emphasis a quality board, transparency and
accountability to shareholders. In the opinion of the Board, the
Company has complied with the Code for the year ended 31
December 2014, with the exception for the following deviations:

Under code provision A.2.1, the responsibilities between
chairman and chief executive officer should be divided.
Mr. Cheung Sing Tai is the Chairman and the Chief Executive
Officer of the Company. The Board believes that vesting the roles
of both Chairman and Chief Executive Officer in the same person
has the benefit of ensuring consistent leadership within the Group
and enables more effective and efficient overall strategic planning
for the Group. The Board believes that the balance of power
and authority for the present arrangement will not be impaired
and is adequately ensured by current Board which comprises
experienced and high calibre individuals with sufficient number
thereof being independent non-executive Directors.

Under code provision A.4.1, non-executive Directors should
be appointed for specific term. There is no specific term of
appointment of the non-executive Directors; however, they are
subject to retirement by rotation in accordance with the articles
of association of the Company (‘Articles”) and the Code on
Corporate Governance Practices of the GEM Listing Rules.
Accordingly, the Company considers that sufficient measures
have been taken to deal with the requirement in respect of the
appointment terms of non-executive Directors as required under
the code provision.
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COMPLIANCE WITH THE CODE ON
CORPORATE GOVERNANCE PRACTICES

(Continued)

Under code provision A.5.1, the Company should establish a
nomination committee (‘Nomination Committee”) comprises
a majority of independent non-executive Directors. Following
the retirement of Dr. Jih Chyi LEU (“Dr. Leu”) and Professor
SONG Jude (“Professor Song”) as independent non-executive
Directors at the annual general meeting of the Company held on
17 March 2014, and the removal of Mr. LAM Kin Kau, Mark (“Mr.
Lam”) as an independent non-executive Director on 18 March
2014, Dr. Leu ceased to be the chairman of the Nomination
Committee on 17 March 2014 and Professor Song and Mr. Lam
ceased to be members of the Nomination Committee on 17
March 2014 and 18 March 2014 respectively, the Company failed
to have sufficient number of members of Nomination Committee
since then until the appointment of (i) Mr. CHEUNG Sing Tai (“Mr.
Cheung”), an executive Director, as chairman of the Nomination
Committee, and (i) two independent non-executive Directors,
namely Mr. LEUNG Ka Wo (“Mr. Leung”’), Ms. LU Zhuo (‘Ms.
Lu”) (who was appointed on 20 March 2014 and resigned on
16 May 2014) as members of the Nomination Committee on 20
March 2014.

Under code provision A.6.7, independent non-executive Directors
and other non-executive Directors should attend general
meetings and develop a balanced understanding of the views of
shareholders. However, due to business engagements, Professor
SONG Junde, a former independent non-executive Director did
not attend the annual general meeting of the Company held on
17 March 2014.
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COMPLIANCE WITH THE CODE ON
CORPORATE GOVERNANCE PRACTICES

(Continued)

Under code provision D.1.4, the Company should have formal
letters of appointment for Directors setting out the key terms
and conditions of their appointment. Except for Mr. Cheung,
and Mr. ZHANG Xinyu, the Company did not have formal letters
of appointment for Directors. However, the Directors shall
be subject to retirement by rotation in accordance with the
Articles. In addition, the Directors are required to refer to the
guidelines set out in “A Guide on Directors’ Duties” issued by the
Companies Registry and “Guidelines for Directors” and “Guide
for Independent Non-executive Directors” (if applicable) published
by the Hong Kong Institute of Directors in performing their
duties and responsibilities as Directors. Besides, the Directors
are required to comply with the requirements under statute and
common law, the GEM Listing Rules, legal and other regulatory
requirements and the Company’s business and governance
policies.

INSUFFICIENT NUMBER OF INDEPENDENT
NON-EXECUTIVE DIRECTORS DURING
THE YEAR

At the annual general meeting of the Company held on 17 March
2014, Dr. Leu was not re-elected and Professor Song retired
as independent non-executive Directors of the Company, and
Mr. Lam was removed as an independent non-executive Director
on 18 March 2014. Following the above retirement and removal
of independent non-executive Directors, the Company failed to
have sufficient number of independent non-executive Directors
and audit committee members, which was not in compliance
with the requirement of Rules 5.05(1), 5.05(2) and 5.28 of the
GEM Listing Rules. Subsequently on 20 March 2014, Mr. Leung,
Ms. Lu and Mr. Chou Jianzhong (“Mr. Chou”) were appointed
to fill the vacancies of independent non-executive Directors and
members of the audit committee and remuneration committee
which met the requirement of Rules 5.05(1), 5.05(2) and 5.28 of
the GEM Listing Rules.
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CODE OF CONDUCT REGARDING
SECURITIES TRANSACTIONS BY
DIRECTORS

The Company had adopted a code of conduct regarding
securities transactions by Directors on terms no less exacting
than the required standard of dealings set out in Rules 5.48 to
5.67 of the GEM Listing Rules. The Company also had made
specific enquiry of all Directors and the Company was not aware
of any noncompliance with the required standard of dealings and
its code of conduct regarding securities transactions by Directors
during the year ended 31 December 2014.

BOARD OF DIRECTORS

The Directors acknowledge their responsibilities for the
preparation of accounts, which shall give a true and fair view
of the state of affairs of the Group. Details of the basis of
preparation of financial statements are set out in Note 3 to the
consolidated financial statements. The Board is also responsible
for formulating the Group’s long term strategy, determining and
approving the Group’s significant transactions and supervising
the management to ensure thorough implementation of the
Group’s policies and effective performance of their duties.
Other decisions are to be delegated to management. As at 31
December 2014, the Board comprised six Directors, including
three executive Directors and three independent non-executive
Directors. The executive Directors are Mr. CHEUNG Sing Tai, Mr.
ZHANG Xinyu and Mr. LIAN Xin. The independent non-executive
Directors are Mr. LEUNG Ka Wo, Mr. CHOU Jianzhong and Ms.
Xl Lina. Biographies of the existing Directors are set out on pages
18 to 20.
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BOARD OF DIRECTORS (continued)

Throughout the year ended 31 December 2014, 9 Board
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meetings were held. Details of the attendance of Directors are as  F TOXEECC#H EFHFFBOT

follows:

Name of the Directors

EEnSR

Executive Directors
Mr. CHEUNG Sing Tai
Mr. ZHANG Xinyu
Mr. LIAN Xin
Mr. Theo EDE
(removed on 18 March 2014)

Independent Non-executive Directors
Mr. LEUNG Ka Wo
(appointed on 20 March 2014)
Mr. CHOU Jianzhong
(appointed on 20 March 2014)
Ms. XI Lina
(appointed on 16 May 2014)
Ms. LU Zhuo
(appointed on 20 March 2014 and
resigned on 16 May 2014)
Dr. Jih Chyi LEU
(retired on 17 March 2014)
Mr. LAM Kin Kau, Mark
(removed on 18 March 2014)
Professor SONG Junde
(retired on 17 March 2014)
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BOARD OF DIRECTORS (continued)

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

Each of the independent non-executive Directors has made
an annual confirmation of independence pursuant to Rule 5.09
of the GEM Listing Rules. The Company is of the view that all
independent non-executive Directors meet the independence
guidelines set out in Rule 5.09 of the GEM Listing Rules and
are independent in accordance with the terms of the guidelines.
The Board held a board meeting for each quarter to discuss and
approve the Group’s results. The then board members attended
the meetings.

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

CHAIRMAN AND THE CHIEF EXECUTIVE
OFFICER

Under code provision A.2.1, the responsibilities between
chairman and chief executive officer should be divided. Mr.
Cheung Sing Tai is the Chairman and the Chief Executive Officer
of the Company. The Board believes that vesting the roles of both
Chairman and Chief Executive Officer in the same person has
the benefit of ensuring consistent leadership within the Group
and enables more effective and efficient overall strategic planning
for the Group. The Board believes that the balance of power
and authority for the present arrangement will not be impaired
and is adequately ensured by current Board which comprises
experienced and high calibre individuals with sufficient number
thereof being independent non-executive Directors.
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DIRECTORS’ TRAINING

According to the code provision A.6.5 of the CG Code,
all directors should participate in continuous professional
development to develop and refresh their knowledge and skills to
ensure that their contribution to the Board remains informed and
relevant.

All Directors have participated in continuous professional
development and provided a record of training they received for
the financial year ended 31 December 2014 to the Company.
The Company has also continuously updated Directors on
the latest developments regarding the GEM Listing Rules and
other applicable regulatory requirements, to ensure compliance
and enhance their awareness of good corporate governance
practices.

The individual training record of each Director received for the
year ended 31December 2014 is summarized below:

Name of Directors BEEHE
Executive Directors HITES

Mr. CHEUNG Sing Tai REIEA

Mr. ZHANG Xinyu SRETF LA

Mr. LIAN Xin BRET S
Independent Non-executive Directors BIUFHITES
Mr. LEUNG Ka Wo RRFSTHE

(appointed on 20 March 2014)
Mr. CHOU Jianzhong

(appointed on 20 March 2014)
Ms. XI Lina

(appointed on 16 May 2014)

SRS ¥y e

BB L

EF 27
REBEREARTAZTAGRXEABSG 28
EEHEASNMEEEXER BREEHEM
B REe AEREEABEEERNMIA M
FOBERATHEESELER -

PMBEESEHAZNBESERR YRAARQT
REREREBEE_T—MNF+-_A=1+—H1t
B R P AR P 2 RE 8k » AN A R R TR )
EFERHAIRREMRAMEMBEREERT
RMERZEMN BRRSFETINEFETH#
REFBEERTER -

RE-T-—MFE+-A=+—BILFE 58
o EAEYRGELLT

Attending or
participating
in seminars/
reading
materials
relevant to
the director’s
duties
HES
SmmEE
MERRES
BENMR

(RZE-—HFE=A=_THEZE)

(RZZE—WEF=A=-THEZE)

(RZE-—HFRAATNBEZE)

Neo Telemedia Limited

A E S EEERAR



GENERAL MEETINGS

During the year ended 31 December 2014, 2 general meetings
were held, being the 2014 annual general meeting of the
Company (“2014 AGM”) held on 17 March 2014, and the
adjourned 2014 annual general meeting of the Company
(“Adjourned 2014 AGM”) held on 14 May 2014.

Name of the Directors

E=nS

Executive Directors
Mr. CHEUNG Sing Tai
Mr. ZHANG Xinyu
Mr. LIAN Xin
Mr. Theo EDE
(Removed on 18 March 2014)

Independent Non-executive Directors

Mr. LEUNG Ka Wo

(appointed on 20 March 2014)
Mr. CHOU Jianzhong

(appointed on 20 March 2014)
Ms. XI Lina

(appointed on 16 May 2014)
Ms. LU Zhuo

(appointed on 20 March 2014 and

resigned on 16 May 2014)
Dr. Jih Chyi LEU

(retired on 17 March 2014)
Mr. LAM Kin Kau, Mark

(removed on 18 March 2014)
Professor SONG Junde

(retired on 17 March 2014)

The Board is responsible for maintaining an on-going dialogue
with shareholders and in particular, uses annual general meetings
or other general meetings to communicate with them and
encourage their participation. The executive Directors and the
chairmen of the Audit Committee, the Remuneration Committee
and the Nomination Committee attended the 2014 AGM and the
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REBEZ-_T—NF+_A=+—BLEFE K
RABBIT2RERAE IR _T—WFE=A
TEHHRTZ - ZT-—OFRRBFAREG ([=
Z-MERFRAFAE]) IR -_FT-0OFH

AtmASGN T NERFTAFASEE
((Z2-DERFEFARAR]) -

Directors’
Attendance
EEHER
HTES
REZRLE 2/2
RITFIAE 2/2
BRET S 2/2
Theo EDE4: 4 1/1
(R=ZZ—WNFE=A+/\BHEHE)
BYKHITES
BRI E 1/1
(R=ZZE—NNFE=A_+HEXMT)
RiEELE 1/1
(R—Z—MNFE=A_+HEZMT)
EB 2+ N/A “1~ 38 A
(R=ZZE—WNFERAT+~BEZRMT)
BEXZt 1/1
(R—ZE—NE=A_+HEZT
YR —_Z—NFEHRA+NBET)
Jih Chyi LEUE £ 1/1
(RZE—HmF=ZA++tHEME)
MRIERIR S A 1/1
(R=—Z—WEFE=A+/\BH2E)
RNEEHE 0/1
(R=ZE—HmF=ZA++tHEME)
EEeARERRREBESENE SHIEFA

Adjourned 2014 AGM to answer questions and collect views of

shareholders.
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BOARD COMMITTEES =

To assist the Board in discharge of its duties, the Board is
supported by three board committees. Each committee has

its defined scope of duties and terms of reference and the — K
&
=]

committee members are empowered to make decisions on
matters within the terms of reference of each committee.

1. AUDIT COMMITTEE

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

The Audit Committee consists of all the Company’s
independent non-executive Directors, namely Mr. LEUNG
Ka Wo, Mr. CHOU Jianzhong and Ms. Xl| Lina. The
chairman of the Audit Committee is Mr. LEUNG Ka Wo,
who possesses extensive experience in finance and
accounting.

The Audit Committee held 5 meetings during the year
and reviewed the Group’s audited annual results for
the eighteen months ended 31 December 2013 and
the unaudited quarterly and interim results during the
year ended 31 December 2014 have been reviewed by
the Audit Committee, which is of the opinion that the
preparation of such results complied with the applicable
accounting standards and requirements and that adequate
disclosure have been made.

Apart from attending the meetings, the members of the
Audit Committee also by passing written resolutions
reviewed the engagement of auditor for review of the
interim results.

Neo Telemedia Limited
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BOARD COMMITTEES (continued)

1.

AUDIT COMMITTEE (Continued)

Details of the members’ attendance of the Audit Committee

meetings are as follows:

Name of the Members
MEHE
Mr. LEUNG Ka Wo

(appointed on 20 March 2014)
Mr. CHOU Jianzhong

(appointed on 20 March 2014)
Ms. Xl Lina

(appointed on 16 May 2014)
Ms. LU Zhuo

(appointed on 20 March 2014 and

resigned on 16 May 2014)
Mr. LAM Kin Kau, Mark

(removed on 18 March 2014)
Professor SONG Junde

(retired on 17 March 2014)
Dr. Jih Chyi LEU

(retired on 17 March 2014)
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BRIEAE
(R-—Z—MNE=ZA-_+HEZT)
BEALE
(R—ZT—NHWE=ZA-+HEZT)
EZBEMit
(R=—ZE—NFRA+~BEZMT)
BEXT
(R—Z—NE=ZA-—+HEZT
WHR=ZF—MNFHA+/SBEE)
MEIK &
(R—Z—ME=A+/\BHEE)
REEHIR
(R=E—NF=A++tHEME)
Jih Chyi LEUTE +
(R—Z—WFE=ZA++tHEMD)

&

EEREE

ZZEBEERIRBHFEHBDOT

Members’
Attendance

MEHER

5/5

4/5

2/3

2/2

N/A i

N/A 38 A

N/A i

REMUNERATION COMMITTEE

The Company has established a remuneration committee
(the “Remuneration Committee”) according to the
relevant provisions of the GEM Listing Rules with written
terms of reference. Its primary duties are (a) to make
remunerations to the Board on the Company’s policy
and structure for all remuneration of Directors and senior
management; and (b) to establish a formal and transparent
procedure for developing policy on such remuneration.

The Remuneration Committee consists of one executive
Director and two independent non-executive Directors,
namely Mr. LEUNG Ka Wo (as chairman), Mr. CHEUNG
Sing Tai and Ms. X| Lina as members.
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BOARD COMMITTEES (continued)

2.

40

REMUNERATION COMMITTEE (Continued)

During the year under review, the committee held 1 meeting
to discuss the remuneration related matters. During the
meeting, the performance of an executive Director was
assessed, and the remuneration of whom and the policy of
which was discussed and approved.

Details of the members’ attendance of the Remuneration
Committee meeting are as follows:

EELEDH)
2. FMZEES (@)

REEFER ZESEERTIASHERA
EOES @ﬂ?ﬁﬁﬁ%%lﬁoésﬁu BRTEF 2R
B IR RS BB IB L AL < BB e R

FOK B HFEFBLT

Members’

Name of the Members Attendance

REHAE REHEE

Mr. LEUNG Ka Wo REMEHE 1/1
(appointed on 20 March 2014) (RZE—NF=A=+HEZF)

Mr. CHEUNG Sing Tai RERLE 1/1
(appointed on 20 March 2014) (R—ZT—WNE=ZA "+ HEZT)

Ms. Xl Lina Bt 1/1
(appointed on 16 May 2014) (R—ZE—NERA+ NBEZMT)

Ms. LU Zhuo RERE N/A 73 A
(appointed on 20 March 2014 and (RZE—NF=A=+HEZE
resigned on 16 May 2014) IR -—ZE—MNERA+/NHEAT)

Mr. LAM Kin Kau, Mark MEIRE L N/A i A
(removed on 18 March 2014) (R=ZZE—HWHF=ZA+N\BHEE)

Professor SONG Junde REBHE N/A 7~ i@ F
(retired on 17 March 2014) (RZE2E—WFE=A++tHRE)

Dr. Jih Chyi LEU Jih Chyi LEUTE + N/A i@ A
(retired on 17 March 2014) (RZE2E—WF=A+tHRE)

Apart from attending the above meeting, the members PR E bl e s FMEEEX

of the Remuneration Committee by passing of written BBEERZER %%Akfﬂ 7R T S

resolutions made recommendation to the Board on the
remuneration of the new independent non-executive
Director.

The executive Directors are considered to be senior
management of the Company. The emoluments payable
to them is determined by the Board with reference to the
recommendation of the Remuneration Committee based
on their qualifications, experience and the prevailing market
conditions. Details of the remuneration of the Directors are
set out in note 15 to the consolidated financial statements.
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BOARD COMMITTEES (continued)

3.

NOMINATION COMMITTEE

The Company has established a nomination committee
(the “Nomination Committee”) on 28 March 2013 with
written terms of reference in accordance with requirements
of the Stock Exchange. The Nomination Committee
shall comprise at least three members with a majority of
independent non-executive Directors, and the Chairman of
the Board or an independent non-executive Director should
take up the role of chairman of the Nomination Committee.
The Nomination Committee currently consists of one
executive Director, Mr. CHEUNG Sing Tai (as chairman),
and two independent non-executive Directors, namely, Mr.
LEUNG Ka Wo and Ms. Xl Lina. The terms of reference of
the Nomination Committee is currently made available on
the websites of the Stock Exchange and the Company.

Terms of reference adopted by the Nomination Committee
are aligned with the code provisions set out in the CG
Code.

The functions of the Nomination Committee are to review
and monitor the structure, size and composition of the
Board and made recommendations on any proposed
changes to the Board to complement of the Group’s
strategy; to identify qualified individuals to become
members of the Board; to assess the independence
of independent non-executive Directors; and to make
recommendations to the Board on the appointment or
re-appointment of Directors and succession planning
for Directors, in particular the Chairman and the Chief
Executive.

The Board adopted on 30 August 2013 a board diversity
policy (the “Board Diversity Policy”) and delegated
certain duties under the Policy to the Nomination
Committee.

The Nomination Committee was reformed on 20 March
2014. During the year ended 31 December 2014,
the Nomination Committee reviewed the biographical
information and assessed the independence of the
proposed nomination of independent non-executive
Director by way of written resolutions.
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DIRECTORS’ RESPONSIBILITY FOR
THE PREPARATION OF FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility for the preparation
of the financial statements of the Group and ensure that the
financial statements are prepared in accordance with statutory
requirements and applicable accounting standards. The Directors
also ensure the timely publication of the financial statements of
the Group.

The Directors confirm that, to the best of their knowledge,
information and belief, having made all reasonable enquiries, they
are not aware of any matters uncertainly relating to events or
conditions that may cast significant doubt upon the Company’s
ability to continue as a going concern.

AUDITOR’S REMUNERATION

The responsibility statement of external auditor of the
Company, HLB about their reporting responsibilities on the
financial statements of the Group is set out in the Independent
Auditors’ Report on pages 47 to 52. During the year, auditor’s
remuneration for audit services was approximately HK$1,080,000
and non-audit services for the review of financial statements
for the period ended 30 June 2014, was approximately
HK$166,000. Save as disclosed above, there was no other
significant non-audit services assignment undertaken by the
external auditor during the year.
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COMPANY SECRETARY

The Company engages an external professional company
secretarial services provider, Uni-1 Corporate Services Limited
(“Uni-1"), to provide compliance and full range of company
secretarial services to the Group in order to assist the Group
to cope with the changing regulatory environment and to suit
difference commercial needs.

Mr. TSE Kam Fai (“Mr. Tse”), the representative of Uni-1, is the
named Company Secretary of the Company who was appointed
on 20 March 2014.

According to the requirement of Rule 5.15 of the GEM Listing
Rules, Mr. Tse, being a person who was a company secretary
of an issuer before 31 December 1994, will take no less than
15 hours of relevant professional training for the financial year
commencing on 1 January 2017.

SHAREHOLDERS' RIGHTS

The general meetings of the Company provide an opportunity
for communications between the shareholders and the Board.
An annual general meeting of the Company shall be held in each
year and at the place as may be determined by the Board. Each
general meeting, other than an annual general meeting, shall be
called an extraordinary general meeting.

SHAREHOLDERS TO CONVENE AN
EXTRAORDINARY GENERAL MEETING

Shareholders may convene an extraordinary general meeting
of the Company according to the provisions as set out in the
Articles and The Companies Law (2013 Revision) of the Cayman
Islands. The procedures shareholders can use to convene an
extraordinary general meeting are set out in the document
entitled “Procedures for a Shareholder to Propose a Person
for Election as a Director”, which is currently available on the
Company’s website.

Annual Report 2014

TE-NEFHR

EERERWmE

AGIEE

R—EXRBERAA ([4—]) BARRS
BRHEFEXQNAWERTZ AR SAKEE
HERREE 2 ARWER KM BEIALE
EEHEESE L EERENOETRAEES

BEo

moz2RKRHEELEE ([BEE]) REARF
ZBANAME  FR_T-—HF=RA=+H
EZR{E-

RIRAIZER AR RIESA6MF 2 M E - #it 4
(R—ANEFE+_RA=+—BRRETAZ
REAWE)BR _T—tF—A— Bz
BEEZ2ERNDR+ /N 2 HEEEET -

A R

ARBBMERAGRHBREEZTGRB LT
B ARBBFHANEFTSRE 2 BITH
RBAFAE -BRERBFANGIN BRBEERKX
Y RBRFRIAE -

BREABARRERIARE

BRAIRBANEASHESATE(ZT—=
FEFAR) B2 FXABRARR R ZBRE R
RE -BERABUNBRABRRENAGZEFE
RIZER RRERBARSRESZEF] 2
XAFA o AT R B AR B AU

43



44

Corporate Governance Report
EEERRE

SHAREHOLDERS' RIGHTS (Continued)

PUTTING ENQUIRIES BY SHAREHOLDERS
TO THE BOARD

To ensure effective communications between the Board and
the shareholders and the investment community at large, the
Company’s information is communicated to the shareholders
and the investment community mainly through the Company’s
financial reports (quarterly reports, interim reports and
annual reports), and its corporate communications and other
corporate publications on the Company’s website and the
Stock Exchange’s website. Shareholders and the investment
community may at any time make a request for the Company’s
information to the extent such information is publicly available.
Any such questions shall be first directed to the Company
Secretary at the Company’s principal place of business in Hong
Kong.

PROCEDURES FOR PUTTING FORWARD
PROPOSALS BY SHAREHOLDERS AT
SHAREHOLDERS’ MEETING

The number of members necessary for a requisition for putting
forward a proposal at a general meeting shall be:

(@ any number of members holding not less than one-
twentieth (5%) of the paid-up capital of the Company as
at the date of the requisition carrying the right of voting at
general meetings of the Company; or

(b)  not less than one hundred members.
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SHAREHOLDERS' RIGHTS (Continued)

PROCEDURES FOR PUTTING FORWARD
PROPOSALS BY SHAREHOLDERS AT
SHAREHOLDERS’ MEETING (Continued)

A copy or copies of requisition signed by all requisitionists shall
be deposited, with a sum reasonably sufficient to meet the
Company’s expenses in giving notice of the proposed resolution
or circulating any necessary statement, at the Company’s
principal place of business in Hong Kong in the case of:—

(i) a requisition requiring notice of a resolution, not less than
six weeks before the meeting; and

(i) any other requisition, not less than one week before the
meeting.

The Company will verify the requisition and upon confirming that
the requisition is proper and in order, the Board will proceed with
the necessary procedures.

CONSTITUTIONAL DOCUMENTS

There is no change in the Company’s constitutional documents
during the year ended 31 December 2014.
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COMMUNICATIONS WITH
SHAREHOLDERS AND INVESTORS

The Board recognises the importance of good communications
with all shareholders. The Company’s annual general mesting is
a valuation forum for the Board to communicate directly with the
shareholders. The Chairman of the Board as well as the chairman
of each of the Audit Committee, the Nomination Committee and
the Remuneration Committee together with the external auditor
are present to answer shareholders’ questions. The annual report
together with annual general meeting circular is distributed to
all the shareholders at least 20 clear business days before the
annual general meeting.

VOTING BY POLL

Pursuant to Rule 17.47(4) of the GEM Listing Rules, any vote of
shareholders at a general meeting must be taken by poll except
where the chairman, in good faith, decides to allow a resolution
which relates purely to a procedural or administrative matter to be
voted on by a show of hands.

INTERNAL CONTROLS

The Board has overall responsibility for maintaining a proper
and effective system of internal control of the Group. The
internal control system includes safeguard of the interest of
shareholders and the Group’s assets. The Board has delegated
to management the implementation of all relevant financial,
operational, compliance controls and risk management function
without a defined framework.

During the year ended 31 December 2014, the Board appointed
Baker Tilly Hong Kong Risk Assurance Limited, an international
professional consultancy firm, to conduct a review of the
internal control system of the Group which covered key areas of
financial, operational and compliance functions, and the results
of the internal control review were submitted to the Board for
consideration. The Board has reviewed the results of the internal
control review and is satisfied that the Group’s system of internal
controls is sound and adequate.

The Board will continue to review and improve the Group’s
internal control system, taking into account the Group’s business
development, interests of shareholders, the prevailing regulatory
requirements and technological advances.
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Independent Auditors’ Report

HLB

TO THE SHAREHOLDERS OF
NEO TELEMEDIA LIMITED
(incorporated in the Cayman Islands with limited liability)

We were engaged to audit the consolidated financial statements
of Neo Telemedia Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 53 to
230, which comprise the consolidated statement of financial
position as at 31 December 2014, the consolidated statement
of profit or loss and other comprehensive income, consolidated
statement of changes in equity and consolidated statement
of cash flows for the year ended 31 December 2014, 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 the consolidated financial statements that give a true and
fair view in accordance with Hong Kong Financial Reporting
Standards issued by the Hong Kong Institute of Certified Public
Accountants and the disclosure requirements of the Hong
Kong Companies Ordinance, and for such internal control as
the directors determine is necessary to enable the preparation
of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.
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Independent Auditors’ Report (Continued)
BIIZHEERE (&)

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these financial
statements based on our audit and to report our opinion solely
to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any other persons for
the contents of this report.

Except for the inability to obtain sufficient appropriate audit
evidence as explained below, we conducted our audit in
accordance with Hong Kong Standards on Auditing issued by
the Hong Kong Institute of Certified Public Accountants. Those
standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material
misstatement. Because of the matter described in the Basis for
Disclaimer of Opinion paragraph, however, we were not able to
obtain sufficient appropriate audit evidence to provide a basis for
an audit opinion.

BASIS FOR DISCLAIMER OF OPINION
A) DE-CONSOLIDATION OF A SUBSIDIARY

As set out in note 3 to the consolidated financial
statements, due to i) the non-cooperation of the key
management of CERNET Wifi Technology (Beijing)
Company Limited (“CERNET Wifi”), and ii) the non-
cooperation of the holder of CERNET Wifi's non-controlling
interests who owned the brand name and network of
CERNET, which CERNET Wifi had used for its operations
pursuant to an asset leasehold agreement, the Company
had been unable to both i) access the complete sets of
books and records together with the supporting documents
of CERNET Wifi and ii) maintain and operate the business
of CERNET Wifi properly. As such, the directors of the
Company consider that the Company has lost its control
over CERNET Wifi.
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Independent Auditors’ Report (Continued)

BASIS FOR DISCLAIMER OF OPINION

(Continued)

A)

DE-CONSOLIDATION OF A SUBSIDIARY
(Continued)

As a result, CERNET Wifi had been de-consolidated from
the consolidated financial statements of the Group from 1
January 2014. The de-consolidation of CERNET Wifi had
resulted in a net loss on de-consolidation of the subsidiary
of approximately HK$174,024,000.

In the opinion of the directors of the Company, the
consolidation financial statements at 31 December
2014 and for the year then ended prepared on the
aforementioned basis present more fairly the results and
state of affairs of the Group as a whole in light of the
aforesaid incomplete books and records of CERNET Wifi.
However, the de-consolidation of CERNET Wifi from the
beginning of the year is a departure from the requirement of
Hong Kong Financial Reporting Standard 10 “Consolidated
Financial Statements”.

We have not been provided with sufficient information
and explanations on the de-consolidation of CERNET Wifi
and there were no alternative audit procedures that we
could perform to satisfy ourselves as to whether it was
appropriate to de-consolidate the assets and liabilities
and cease to record results of operations of CERNET
Wifi from the consolidated financial statements from the
beginning of the financial year ended 31 December 2014.
In addition, due to the unavailability of complete sets of
books and records and the lack of information on the
assets and liabilities of CERNET Wifi, we were unable to
obtain sufficient appropriate audit evidences to determine
whether the net loss on de-consolidation of a subsidiary of
approximately HK$174,024,000, which were charged to
the Group’s loss for the year ended 31 December 2014,
was free from material misstatement.
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Independent Auditors’ Report (Continued)
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BASIS FOR DISCLAIMER OF OPINION

(Continued)

TERBERZ2EM @)

B) APPROPRIATENESS OF USING GOING B) RAEARBELEHERFR

50

CONCERN BASIS IN PREPARING
THE CONSOLIDATED FINANCIAL
STATEMENTS

The Group incurred loss of approximately HK$632,492,000
for the year ended 31 December 2014 and as of that date,
the Groups current liabilities exceeded its current assets by
approximately HK$46,756,000, while net liabilities of the
Group amounted to HK$103,069,000. These conditions,
along with other matters as set forth in note 3 to the
consolidated financial statements, indicate the existence
of a material uncertainty which may cast significant doubt
about the Group’s ability to continue as a going concern.

The validity of the going concern assumption on which
the consolidated financial statements are prepared is
dependent on the favourable outcomes of the step being
taken by the directors of the Company describe in note 3
to the consolidated financial statements. The consolidated
financial statements have been prepared on the assumption
that the Group will continue as a going concern and
therefore do not include any adjustments relating to the
realisation and classification of non-current assets that
may be necessary if the Group is unable to continue as a
going concern. Should the going concern assumption be
inappropriate, adjustment may have to be made to reflect
the situation that assets may need to be realised other than
at the amounts at which they are currently recorded in the
consolidated statement of financial position. In addition, the
Group may have to provide for further liabilities that might
arise, and to reclassify non-current assets and liabilities as
current assets and liabilities.
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Independent Auditors’ Report (Continued)
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BASIS FOR DISCLAIMER OF OPINION

(Continued)

TERBERZ2EM @)

B) APPROPRIATENESS OF USING GOING B) RAEARBELEHERFR

CONCERN BASIS IN PREPARING
THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

In the absence of sufficient documentary evidence, we
were unable to ascertain whether the assumption made
by the directors of the Company in the preparation of the
consolidated financial statements on a going concern basis
were fair and reasonable and, accordingly, we were unable
to satisfy ourselves that the use of the going concern basis
was appropriate. There were no other satisfactory audit
procedures that we could adopt to satisfy ourselves as to
the appropriateness using the going concern assumption,
which might have a consequential significant effect on
the Group’s net liabilities as at 31 December 2014 and
loss of the Group for the year then ended, and the related
disclosures thereof in the consolidated financial statements.

Any adjustments that might have been found to be
necessary in respect of the above matters, including any
related tax impact, would have a significant effect on
the Group’s loss and cash flows for the year ended 31
December 2014, the state of the Group’s affairs as at 31
December 2014 and the related disclosures thereof in the
consolidated financial statements.
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Independent Auditors’ Report (Continued)
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DISCLAIMER OF OPINION

Because of the significance of the matter described in the Basis
for Disclaimer of Opinion paragraphs, we have not been able to
obtain sufficient appropriate audit evidence to provide a basis
for an audit opinion. Accordingly, we do not express an opinion
on the consolidated financial statements as whether they give
a true and fair view of the state of affairs of the Group as at
31 December 2014 and of the Group’s loss and cash flow for
the year then ended in accordance with Hong Kong Financial
Reporting Standards and as to whether the financial statements
have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Shek Lui

Practising Certificate Number: P0O5895

Hong Kong, 26 March 2015
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Continuing operations
Turnover
Cost of sales

Gross profit
Other income and gains
Change in fair value of contingent
consideration payable
Change in fair value of derivative
financial assets
Selling and marketing costs
Administrative and other expenses
Impairment loss recognised
in respect of intangible assets
Impairment loss recognised
in respect of goodwill
Share of loss of an associate
Net loss on de-consolidation of
a subsidiary
Finance costs

Loss before tax
Income tax credit

Loss for the year/period from
continuing operations

Discontinued operation

Profit for the year/period from
discontinued operation, net of income
tax

Loss for the year/period

Other comprehensive (loss)/income
for the year/period, net of tax

Exchange difference on translating of
foreign operations
Exchange differences arising
during the year/period
Reclassification adjustment relating to
foreign operation de-consolidated
during the year/period

Total comprehensive loss for
the year/period

Consolidated Statement of Profit or Loss and Other Comprehensive Income

mEeRmkEtEERER

For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFE

12 months
ended
31 December
2014
BE-Z—NE
+=A=+—H
IE+=@A
Notes HK$’000
bz FET
BESEEL
B 7 34,550
$HE AR (23,628)
EH 10,922
E b g A R Wz 8 755
RN AREZATFE
FE) 45 -
MESMEE N FE
b= 29 (711)
$HE N TS R AN (2,718)
THREREMER (118,345)
TER B EER
REEE 21 (84,802)
TRAERRZREEIE
20 (254,966)
FE(E — R & A R E 1R 19 -
BUEGZ A ABR—[M
PSRN SEi=DEE-2 36 (174,024)
& R A 10 (23,373)
B 56 A ES 18 12 (647,262)
FriSiE R 11 14,770
BEREEE2FRN,/
HNEE (632,492)
RIEEE
BRI ER ZER
B s ) (kR
FTiS®:) 14 -
FR/HRER (632,492)
FRHAEMEE
(F51]) W=
(HBRFLIE)
RABREGINEBEEZ
[N =58
FRNHERNEEZ
Rk (973)
FR,/HHAEBEI
¥BBUESRE AR Z
EFoBEAR (355)
(1,328)
FRHRNEEEIEEHE
(633,820)
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18 months

ended

31 December

2013
BHE_ZT—=

+-A=+—8

L\ & A

HK$'000

FHBT

61,067
(29,900)

31,167
20,528

93,587
(5,495)
(5,270)

(124,706)

(23,769)

(301,997)
(335)

(11,986)
(328,276)
2,758

(325,518)

333
(325,185)

2,761

2,761

(322,424)
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Consolidated Statement of Profit or Loss and Other Comprehensive Income (Continued)
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For the year ended 31 December 2014 #Z - ZF—[1F+—-H=+—HI FE

12 months
ended
31 December

18 months
ended
31 December

2014 2013
BE-Z-NF BE_T—=F
+=ZA=+—-8 +Z=ZA= + B
tt+={@A LE+\{E A
Notes HK$’000 HK$'000
ihF=g FERT T
(Loss)/profit for the year/period UTATEGER HR
attributable to: (E58) &F
Owners of the Company KRARHEE A
— from continuing operations SIS TE (567,394) (316,069)
— from discontinued operation — IR IS - 333
(567,394) (315,736)
Non-controlling interests FEERR HE A
— from continuing operations SELEETE (65,098) (9,449)
— from discontinued operation — IR PR BT - =
(65,098) (9,449
(632,492) (325,185)
Total comprehensive loss LTALEEZE
attributable to: EiEAR:
Owners of the Company KRR A (568,242) (314,811)
Non-controlling interests JEVERER (65,578) (7,613)
(633,820) (322,424)
HK Cents HK Cents
AL AL
Loss per share SREE 13
From continuing and KA B RIS E T
discontinued operations
Basic EZFN (21.22) (13.08)
Diluted e (21.22) (13.08)
From continuing operations REFEEEER
Basic HAK (21.22) (13.09)
Diluted #E (21.22) (13.09)
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Consolidated Statement of Financial Position

wrE MBI R

Non-current assets

Property, plant and equipment

Interests in an associate

Goodwiill

Intangible assets

Deposit for acquisition of
property, plant and equipment

Current assets

Inventories

Trade receivables

Prepayments, deposits and
other receivables

Derivative financial assets

Cash and cash equivalents

Current liabilities

Trade payables

Other payables and accruals
Deposits received

Receipts in advances

Tax liabilities

Net current (liabilities)/assets

Total assets less current liabilities
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H At & SRR K A BR
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As at 31 December 2014 R=Z

31 December

2014
—E-mEF
+t=ZRA=+-R
Notes HK$’000
Liks3 THERT
18 11,957
19 -
20 6,403
21 59,206
42 21,693
99,259
24 277
25 891
23 15,680
29 -
26 31,668
48,516
27 10,326
28 84,870
76
95,272
(46,756)
52,503

—FE+—H=+—H

31 December
2013
— =%
JF—)EJ =+—H
HK$’000
THET

EF

46,594

329,017
252,987

628,598

614
9,469

93,130
711
10,966

114,890

5,256
47,463
149
162
5,288

58,318
56,572

685,170
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Consolidated Statement of Financial Position (Continued)

rAaMBRRE (F)

As at 31 December 2014 RZ=-F—FE+=-H=+—H

31 December 31 December

2014 2013
—E-mEF —E—=%F
+=ZA=+—-B +=-—A=+—H
Notes HK$’000 HK$’000
P 5 FET FET
Non-current liabilities EFRBERE
Convertible notes ClEY 29 148,768 142,240
Deferred tax liabilities REFHIAAE 30 6,804 41,366
155,572 183,606
Net (liabilities)/assets (8E) EEFH (103,069) 501,564
Capital and reserves EARR#E
Share capital fi% 7% 31 275,492 255,492
Reserves (E (406,934) 141,584
Equity attributable to owners of NAEERE AR
the Company (131,442) 397,076
Non-controlling interests FE 12 I e 28,373 104,488
Total equity REAE (103,069) 501,564

The consolidated financial statements on pages 53 to 230 were  Z553EH EF230B MR A MK ER —_Z—H
approved and authorised for issue by the board of directors on  F=A =+ NBEZEES I EMIEET I

26 March 2015 and are signed on its behalf by: A INIESRERESE:
CHEUNG Sing Tai ZHANG Xinyu
iR R R F
DIRECTOR DIRECTOR
EF EE
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2014 #EZ —ZF—[1F+=-H=+—HILF/E

Attributable to owners of the Company

ONGE PN
Share Capital Non-
Share Share options Warrant  Convertible ~ and other ~ Translation ~ Statutory Accumulated controlling
capital premium reserve reserve  note reserve reserve reserve reserve losses  Sub-total interests Total
2RER TERZE AR
B RfEE BREGRRE R B RftBE  BERE  iERE  RER Nt FERER Eh
HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HK§'000 HK$'000 HK$'000
T T T T T T T T Tin T T T
(Note g) (Note b)
(Hista) (Hizo)
At1 July 2012 WZB-ZF+A-8 232,692 943621 33,187 - - 17,590 983 7,375 (678,992) 566,456 54,597 611,053
Loss for the period BhEE - - - - - - - - (57 (3157%) 0419 (325.18))
Exchange differences on BREREN KRR
ranslation of finencil statements  FE4 2 EH 28
arising during the period - - - - - - 925 - - 925 1,836 2,761
Other comprehensiveincome ~~ BIME 2 E R
for the period - - - - - - 925 - - 925 1,836 2761
Total comprehensive income/(loss]  #92
for the perod s/ (BR) 2% - - - - - - 95 - (31573 (14811) 761y (322424)
Release of capital eserve upon ~ IMHEHBARE
disposal of subsiaries Note o)~ BR ARGt (Hita) - - - - - (17,590) - - 17,590 - - -
Non-controling interests arising ~ WEMBARES 2
from acquisiion of subsidiaries  FEERRER - - - - - - - - - - 57,504 57,504
Issue of shares in relation to HREHBAAR RN
the acquisition of GiE=
subsidiaries (Note 31) 11,900 55,930 - - - - - - - 67,830 - 67,830
Recogniton of the equity HEEREAA
component of convertible
notes in refation to
the acquisition of
subsidiaries - - - - 7,131 - - - - 7131 - 7131
Recogniton of equity ERRBEEENRD M
- settled share based payment - - 30490 - - - - - - 30490 - 30490
Issue of unlisted warrants Bk LmaRER - - - 14,600 - - - - - 14,600 - 14600
Lapse of share options BAMERE - = (16,593) o o o o o 16,593 o = =
Placing of shares RERH 10900 25,070 - - - - - - - 35,970 - 35970
Share issLing expenses RHETRR - (590) - - - - - - - (590) - (590)
At 31 December 2013 WZF-=%
+ZA=1-A 265492 1,024,031 47,084 14,600 7,131 - 1,908 7315 (960,545) 397,076 104,488 501,564
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Consolidated Statement of Changes in Equity (Continued)

rEEmE

For the year ended 31 December 2014 #Z —ZF—[1F+=-H=+—HILF/ZF

At 1 January 2014
Loss for the year

Exchange difference

on translating of foreign

operations

Exchange ffferences arising
during the year

Reclassification adjustment
relating to foreign operation
de-consolidated
during the year

Qther comprehensive loss
for the year

Total comprehensive loss
for the year

Share options lapsed

Placing of shares

Warrarts lapsed
De-consolication of a subsidiary

At 31 December 2014

R=%8-BE-A-A
ERER
RAEENFHELL
i3
FRELZELZE
ERAERNRHIE
SN PAL b

AL

ERAMEAEE

R=8-BE+=A=1-A

Bk ()

Share
capital

BA
HK$'000
TEnL

255,492

215492

Share
premium

RAaE
HK$'000
TEL

1,024,081

1,043,756

Attributable to owners of the Company

Share
options Warrant
reserve reserve
AR
BRERRE 1
HKS'000 HKS'000
ThT ThAT
47,084 14,600
(26,427) -
- (14,600)
20,857 -

AARERARSE

Convertible
notes
reserve
TEREE
1]

HK$ 000
TR

Capital
and other
reserve
&R
AtE
HK$ 000
T
(Note g)
(Hiita)

Neo Telemedia Limited
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Translation
reserve

BEEH
HK$ 000
TR

1,908

199

(355)

(848)

49

1,060

Statutory Accumulated

reserve

HERE
HK$ 000
T
(Note b)
(Hizb)

7375

1375

losses

b ]
HK$'000
T

(960545)

(567,394)

(567,394)

26,427

14,600

(1486912

Sub-total
N ﬂ'

HK$'000
TEn

397,076

(567,394)

%]

(355)
849)

(568.242)

30,724

(131,442)

Non-
controlling
interests
FERER

HK$'000
TR

104,488

(65,098)

(480)

(480)

(65,578)

(10,537)

2,373

Total

&3t
HK$'000
TR

501,564

(632,492)

o3

(355)

(1,328)

(633820)

30,724

(10,537)

(103,069)



Consolidated Statement of Changes in Equity (Continued)

GAaEZEEHR (F)

For the year ended 31 December 2014 #EZE —ZF—[1F+—-H=+—HILFZE

Notes:

It represents the following:

(i) the difference between the aggregate nominal value of the
share capital of B&S Group Limited and its subsidiaries
acquired by the Company and the nominal value of the
share capital of the Company issued as consideration in
exchange of HK$157,000; and

(i) the surplus of HK$17,433,000 arising from allotment
and issue of 15,000 shares of USD1 each of B&S Group
Limited, credited as fully paid to set off against the loans of
HK$17,550,000 owing to the executive directors pursuant
to the Group Reorganisation as set out in the Company’s
prospectus dated 29 July 2002.

The reserve was released upon the completion of disposal of B&S
Group Limited and its subsidiaries on 28 September 2012.

According to the relevant rules and regulations in the People’s
Republic of China (“PRC”), subsidiaries of Neo Telemedia Limited
(the “Company”) established in the PRC are required to transfer
10% of their net profit, as determined in accordance with the
PRC accounting standards and regulations, to the statutory
surplus reserve until the balance of the reserve reaches 50% of
their respective registered capital. The transfer to this reserve
must be made before distribution of dividends to owners of these
subsidiaries. Statutory surplus reserve can be used to set off
previous years’ losses, if any, and may be converted into capital in
proportion to existing equity owners’ equity percentage, provided
that the balance after such issuance is not less than 25% of their
registered capital.
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Consolidated Statement of Cash Flows

HERERER

For the year ended 31 December 2014 #Z —ZF—[1F+=-H=+—HILF/ZF

Operating activities
Loss before tax

— from continuing operations
— from discontinued operation

Adjustments for:
Finance costs
Interest income

Depreciation of property, plant and equipment
Amortisation of intangible assets
Change in fair value of contingent

consideration payable

Net loss on de-consolidation of a subsidiary

Gain on disposal of subsidiaries

Fair value change of derivative financial assets

Impairment loss recognised in respect of
property, plant and equipment

Loss on disposal of property,

plant and equipment

Impairment loss recognised in respect of goodwill
Impairment loss recognised in respect of

intangible assets

Impairment loss recognised in respect of

other receivables

Share of loss of an associate
Share-based payment expense

Operating cash flows before movements

in working capital

Decrease in trade receivables

Decrease in prepayments,

deposits and other receivables

Decrease in inventories

Increase/(decrease) in trade payables
Increase in other payables and

accruals

Decrease in deposits received
Decrease in receipts in advance

Cash generated from operations

Income tax paid

Net cash generated from
operating activities

R
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Neo Telemedia Limited
TEFEEEEFRAA

12 months
ended

31 December
2014
BE-—Z=—IF
+=A=+-—8
tt+=@A
HK$’000
FTEx

(647,262)

23,373

(65)
5,771
34,874

174,024

711
454

538
254,966

84,802

26,190

(41,624)
6,045

48,675
337
5,070

22,920
(149)
(86)
41,188
(40)

41,148

18 months

ended

31 December

2013
HE-ZT—=

+-A=+—8

LE+/\{E A

HK$’'000

FHET

(328,276)
333

11,986

(8,068)
11,316
36,359

(93,587)

(480)
5,495

4,723
301,997

23,769

15
335
30,490

(3,593)
71,425

11,229
239
(11,422)

16,665
(7,229)
(21,559)
55,755
(7,648)

48,107



Consolidated Statement of Cash Flows (Continued)
GERERER (E)

Investing activities
Acquisition of subsidiaries
(net of cash and cash equivalent acquired)
Disposal of subsidiaries (net of cash and
cash equivalent disposed)
De-consolidation of a subsidiary
Deposit paid for acquisition of property,
plant and equipment
Purchase of property, plant and equipment
Purchase of intangible assets
Repayment of loan receivables and
loan interest receivables
Proceeds from disposal of property,
plant and equipment
Proceeds from disposal of financial asset
at fair value through profit or loss
Interest received

Net cash used in investing activities

Financing activities

Net proceeds from placement of shares
Proceeds of issue of unlisted warrants
Interest paid

Net cash generated from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at
the beginning of the year/period

Effect of foreign exchange rate changes

Cash and cash equivalents at
the end of the year/period

Analysis of balances of cash and cash

equivalents at the end of the year/period

Bank balances and cash

For the year ended 31 December 2014 # =2

—EmEF —A=+—HIUFE

12 months 18 months
ended ended
31 December 31 December
2014 2013
BE-_Z—Wm§g HE-ZT—=
+=ZA=+—-8B +=-—A=+—H
tt+=@A LE+FAEA
HK$’000 HK$ 000
FERT T
REEE
U HE B 8 2 B) (A HBR AT

W%ﬁ@&ﬁuﬁf%) - (78,373)
& BT B A A (AH0BRET

ﬁ%ﬁﬁ&ﬁuﬁf%) - 7,545
BUB#RA AR — B A A (8,368) =
W2 BB &

REENES (21,693) =
HBEME BKER&E (1,781) (29,411)
BEENEE (27,497) (91,493)
EEERE R R EK

BA B - 64,367
HEWMXE HEMEEZ

HM%EX 18 1,980

ANEEFABRZ

ﬁ%%ﬂéﬁ%%ﬁ - 31,460
2 HF & 65 50
REZEFTRAESEE (59,256) (93,875)
G SE B
it & AR {0 F 15 5K I8 F 58 39,724 35,380
BIAR EMRREE SRR - 14,600
BEAFLE (1,813) (3,985)
METHELECRESTFH 37,911 45,995
ReERESEEYEMERE 19,803 227
FY/HORE

RESZEY 10,966 8,191

Exgar e 899 2,548
FHRERS

RREEEY 31,668 10,966
ER/MERERES

ZLEYEBRDN
RITEHRKRIAS 31,668 10,966

31,668 10,966
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Notes to the Consolidated Financial Statements

o & BT R R B R

For the year ended 31 December 2014 #Z —ZF—[1F+=-H=+—HILF/ZF

1. GENERAL INFORMATION 1.

Neo Telemedia Limited (the “Company”) is incorporated in
the Cayman Islands as an exempted company with limited
liability and its shares are listed on the Growth Enterprise
Market (“GEM”) of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”).

The address of the registered office of the Company is located
at Cricket Square, Hutchins Drive, PO. Box 2681, Grand
Cayman, KY1-1111, Cayman Islands, and its principal place
of business in Hong Kong is located at Unit 1504, Harcourt
House, 39 Gloucester Road, Wanchai, Hong Kong.

During the last financial period, the reporting period end
date of the Company was changed from 30 June to
31 December. Accordingly, the consolidated financial
statements for the prior period cover the eighteen
months period ended 31 December 2013 and therefore
the corresponding comparative amounts shown for
the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes
in equity, consolidated statement of cash flows and related
notes may not be comparable with amounts shown for the
current period.

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

Neo Telemedia Limited
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFE

GENERAL INFORMATION (Continued)

The Company is an investment holding company and the
principal activities of its subsidiaries are set out in Note 40
to the consolidated financial statements. The Group was
also engaged in production and sales of videos and films,
the licensing of video and copyrights/films rights and artiste
management which were discontinued during the year
ended 30 June 2012 (Note 14).

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

In the current year, the Group has applied the following
new and revised HKFRSs and Hong Kong Accounting
Standards (“HKASs”) issued by the Hong Kong Institute
of Certified Public Accountants (‘HKICPA”), which are
effective for the Group’s financial year beginning on 1

January 2014.

HKAS 19
(as revised in 2011)

HKAS 27
(as revised in 2011)

HKAS 28
(as revised in 2011)

Employee Benefits

Separate Financial Statements

Investments in Associates and Joint
Ventures

HKAS 32 Offsetting Financial Assets and
(Amendments) Financial Liabilities
HKAS 36 Recoverable Amount and
(Amendments) Disclosures for Non-Financial
Assets
HKAS 39 Novation of Derivatives and
(Amendments) Continuation of Hedge
Accounting
HKFRSs Annual Improvements to HKFRS
(Amendments) 2009 - 2011 Cycle
HKFRS 1 Government Loans
(Amendments)
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Notes to the Consolidated Financial Statements
GEMBHmERMEE

For the year ended 31 December 2014 #Z —ZF—[1F+=-H=+—HILF/ZF

2.

APPLICATION OF NEW AND REVISED

HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Continued)

HKFRS 7
(Amendments)

HKFRS 10
HKFRS 10,
HKFRS 11 and
HKFRS 12
(Amendments)
HKFRS 10,
HKFRS 12 and
HKAS 27
(Amendments)
HKFRS 11
HKFRS 12

HKFRS 13

HK(FRIC) - Int 20

HK(IFRIC) — Int 21

Disclosure — Offsetting Financial
Assets and Financial Liabilities

Consolidated Financial Statements

Consolidated Financial Statements,
Joint Arrangements and
Disclosures of Interests in Other

Entities: Transition Guidance

Investment Entities

Joint Arrangements
Disclosure of Interests in Other
Entities

Fair Value Measurement

Stripping Costs in the Production
Phase of a Surface Mine

Levies

Except for the amendments to HKAS 36, HKFRS 10,
HKFRS 11 and HKFRS 12, the application of these new
and revised HKFRSs has no material impact on the results
and the financial position of the Group.

The nature of the impending changes in account policy
on adoption of the amendments to HKAS 36, HKFRS 10,
HKFRS 11 and HKFRS 12 are described below.

Neo Telemedia Limited
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Notes to the Consolidated Financial Statements

AR RME

For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Continued)

NEW AND REVISED STANDARDS

ON CONSOLIDATION, JOINT
ARRANGEMENTS, ASSOCIATES AND
DISCLOSURES

In the current year, the Group has applied for the first
time the package of five standards on consolidation, joint
arrangements, associates and disclosures comprising
HKFRS 10 Consolidated Financial Statements, HKFRS
11 Joint Arrangements, HKFRS 12 Disclosure of Interests
in Other Entities, HKAS 27 (as revised in 2011) Separate
Financial Statements and HKAS 28 (as revised in 2011)
Investments in Associates and Joint Ventures, together with
the amendments to HKFRS 10, HKFRS 11 and HKFRS 12
regarding transitional guidance.

HKAS 27 (as revised in 2011) is not applicable to the Group
as it deals only with separate financial statements.

The impact of the application of these standards is set out
below.

Impact of the application of HKFRS 10

HKFRS 10 replaces the parts of HKAS 27 Consolidated
and Separate Financial Statements that deal with
consolidated financial statements and HK(SIC) Int-12
Consolidation — Special Purpose Entities. HKFRS 10
changes the definition of control such that an investor has
control over an investee when a) it has power over the
investee, b) it is exposed, or has rights, to variable returns
from its involvement with the investee and c) has the ability
to use its power to affect its returns. All three of these
criteria must be met for an investor to have control over an
investee. Previously, control was defined as the power to
govern the financial and operating policies of an entity so as
to obtain benefits from its activities. Additional guidance has
been included in HKFRS 10 to explain when an investor
has control over an investee. Some guidance included in
HKFRS 10 that deals with whether or not an investor that
owns less than 50% of the voting rights in an investee has
control over the investee is relevant to the Group.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 #Z —ZF—[1F+=-H=+—HILF/ZF

2.

66

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Continued)

NEW AND REVISED STANDARDS
ON CONSOLIDATION, JOINT
ARRANGEMENTS, ASSOCIATES AND
DISCLOSURES (continued)

Impact of the application of HKFRS 11

HKFRS 11 replaces HKAS 31 Interests in Joint Ventures,
and the guidance contained in a related interpretation,
HK(SIC) — Int 13 Jointly Controlled Entities — Non-Monetary
Contributions by Venturers, has been incorporated in
HKAS 28 (as revised in 2011). HKFRS 11 deals with how
a joint arrangement of which two or more parties have
joint control should be classified and accounted for. Under
HKFRS 11, there are only two types of joint arrangements
— joint operations and joint ventures. The classification
of joint arrangements under HKFRS 11 is determined
based on the rights and obligations of parties to the joint
arrangements by considering the structure, the legal
form of the arrangements, the contractual terms agreed
by the parties to the arrangement, and, when relevant,
other facts and circumstances. A joint operation is a joint
arrangement whereby the parties that have joint control
of the arrangement (i.e. joint operators) have rights to the
assets, and obligations for the liabilities, relating to the
arrangement. A joint venture is a joint arrangement whereby
the parties that have joint control of the arrangement
(i.e. joint venturers) have rights to the net assets of the
arrangement. Previously, HKAS 31 contemplated three
types of joint arrangements — jointly controlled entities,
jointly controlled operations and jointly controlled assets.
The classification of joint arrangements under HKAS 31
was primarily determined based on the legal form of the
arrangement (e.g. a joint arrangement that was established
through a separate entity was accounted for as a jointly
controlled entity).

2.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2014 #HZ—-=

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Continued)

NEW AND REVISED STANDARDS

ON CONSOLIDATION, JOINT
ARRANGEMENTS, ASSOCIATES AND
DISCLOSURES (continued)

Impact of the application of HKFRS 11
(Continued)

The initial and subsequent accounting of joint ventures and
joint operations is different. Investments in joint ventures
are accounted for using the equity method (proportionate
consolidation is no longer allowed). Investments in joint
operations are accounted for such that each joint operator
recognises its assets (including its share of any assets
jointly held), its liabilities (including its share of any liabilities
incurred jointly), its revenue (including its share of revenue
from the sale of the output by the joint operation) and its
expenses (including its share of any expenses incurred
jointly). Each joint operator accounts for the assets and
liabilities, as well as revenues and expenses, relating to
its interest in the joint operation in accordance with the
applicable Standards.

Impact of the application of HKFRS 12

HKFRS 12 is a new disclosure standard and is applicable
to entities that have interests in subsidiaries, joint
arrangements, associates and/or unconsolidated structured
entities. In general, the application of HKFRS 12 has
resulted in more extensive disclosures in the consolidated
financial statements.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 &2 —F—F+=-H=+—HI F&E

2. APPLICATION OF NEW AND REVISED 2.

HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSSs”) (continued)

AMENDMENTS TO HKAS 36

- IMPAIRMENT OF ASSETS:
RECOVERABLE AMOUNT AND
DISCLOSURES FOR NON-FINANCIAL
ASSETS

The amendments to HKAS 36 are to remove certain
unintended disclosure requirements which may be
introduced by the consequential amendments to HKAS
36 when HKFRS 13 was issued. Furthermore, these
amendments require the disclosure of additional information
about the fair value measurement when the recoverable
amount of impaired assets is based on fair value less costs
of disposal. The amendments to HKAS 36 are effective for
annual periods beginning on or after 1 January 2014. The
Group has early applied the amendments for the current
accounting period beginning on 1 January 2013, but
has not applied those amendments in periods (including
comparative periods) in which it does not also apply
HKFRS 183.

Except as described below, the application of the new and
revised HKFRSs in the current year has had no material
effect on the Group’s financial performance and positions
for the current and prior years and/or on the disclosures set
out in these consolidated financial statements.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Continued)

The Group has not early applied the following new or
revised HKFRSs that have been issued but are not yet

effective:

HKFRS 9

HKFRS 9,
HKFRS 7 and
HKAS 39
(Amendments)

HKFRS 10 and
HKAS 28
(Amendments)

HKFRS 11
(Amendments)

HKFRS 14
(Amendments)

HKFRS 15

HKAS 16 and
HKAS 38
(Amendments)

HKAS 16 and
HKAS 41
(Amendments)

HKAS 19
(Amendments)

HKAS 27
(Amendments)

Financial Instruments !

Hedge Accounting and
amendments to HKFRS 9,
HKFRS 7 and HKAS 39 7

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture ”

Accounting for Acquisitions of
Interests in Joint Operations ®
Regulatory Deferral Accounts 2

Revenue from Contracts with
Customers 2

Clarification of Acceptable Methods
of Depreciation and Amortisation °

Agriculture: Bearer Plants ©

Defined Benefit Plans: Employee
Contributions*

Equity Method in Separate Financial
Statements®
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For the year ended 31 December 2014 &2 —F—F+=-H=+—HI F&E

2. APPLICATION OF NEW AND REVISED

HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Continued)

HKFRSs
(Amendments)

HKFRSs
(Amendments)

HKFRSs
(Amendments)

Annual Improvements to HKFRS
2010-2012 Cycle ©

Annual Improvements to HKFRS
2011-2013 Cycle *

Annual Improvements to HKFRS
2012-2014 Cycle ®
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Effective for annual periods beginning on or after 1 January
2018

Effective for first annual HKFRS financial statements
beginning on or after 1 January 2016

Effective for annual periods beginning on or after 1 January
2017

Effective for annual periods beginning on or after 1 July
2014

Effective for annual periods beginning on or after 1 January
2016

Effective for annual periods beginning on or after 1 July
2014, with limited exceptions

No mandatory effective date yet determined but is available
for adoption
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For the year ended 31 December 2014 #Z_—F—WWF+=-HA=+—HIFF

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Continued)

HKFRS 9 FINANCIAL INSTRUMENTS

HKFRS 9 issued in 2009 introduced new requirements
for the classification and measurement of financial assets.
HKFRS 9 was amended in 2010 to include requirements for
the classification and measurement of financial liabilities and
for derecognition.

Key requirements of HKFRS 9 are described below:

o All recognised financial assets that are within the
scope of HKAS 39 Financial Instruments: Recognition
and Measurement to be subsequently measured
at amortised cost or fair value. Specifically, debt
investments that are held within a business model
whose objective is to collect the contractual cash
flows, and that have contractual cash flows that
are solely payments of principal and interest on the
principal outstanding are generally measured at
amortised cost at the end of subsequent reporting
periods. All other debt investments and equity
investments are measured at their fair values at the
end of subsequent accounting periods. In addition,
under HKFRS 9, entities may make an irrevocable
election to present subsequent changes in the fair
value of an equity investment (that is not held for
trading) in other comprehensive income, with only
dividend income generally recognised in profit or loss.
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For the year ended 31 December 2014 &2 —F—F+=-H=+—HI F&E

2. APPLICATION OF NEW AND REVISED 2.

HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Continued)

HKFRS 9 FINANCIAL INSTRUMENTS
(Continued)

° With regard to the measurement of financial liabilities
designated as at fair value through profit or loss,
HKFRS 9 requires that the amount of change in the
fair value of the financial liability that is attributable
to changes in the credit risk of that liability is
presented in other comprehensive income, unless the
recognition of the effects of changes in the liability’s
credit risk in other comprehensive income would
create or enlarge an accounting mismatch in profit
or loss. Changes in fair value of financial liabilities
attributable to changes in the financial liabilities’ credit
risk are not subsequently reclassified to profit or loss.
Under HKAS 39, the entire amount of the change in
the fair value of the financial liability designated as fair
value through profit or loss was presented in profit or
loss.

HKFRS 9 is effective for annual periods beginning on or
after 1 January 2018, with earlier application permitted.

The Directors anticipate that HKFRS 9 that will be adopted
in the Group’s consolidated financial statements for the
annual period beginning 1 January 2018 and that the
application of new standard may have a significant impact
on amounts reported in respect of Group’s financial assets.
However, it is not practical to provide a reasonable estimate
of that effect until a detailed review has been completed.
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Continued)

AMENDMENTS TO HKFRS 9, HKFRS 7
AND HKAS 39 HEDGE ACCOUNTING
AND AMENDMENTS TO HKFRS9,
HKFRS 7 AND HKAS 39

In November 2010, the HKICPA issued additions to
HKFRS 9 to address financial liabilities (the “Additions”)
and incorporated in HKFRS 9 the current derecognition
principles of financial instruments of HKAS 39. Most of the
additions were carried forward unchanged from HKAS 39,
while changes were made to the measurement of financial
liabilities designated as at fair value through profit or loss
using the fair value option (“FVO”). For these FVO liabilities,
the amount of change in the fair value of a liability that is
attributable to changes in credit risk must be presented in
OCI. The remainder of the change in fair value is presented
in profit or loss, unless presentation of the fair value change
in respect of the liability’s credit risk in OCI would create or
enlarge an accounting mismatch in profit or loss. However,
loan commitments and financial guarantee contracts which
have been designated under the FVO are scoped out of the
Additions.

In December 2013, the HKICPA added to HKFRS 9 the
requirements related to hedge accounting and made some
related changes to HKAS 39 and HKFRS 7 which include
the corresponding disclosures about risk management
activity for applying hedge accounting. The amendments
to HKFRS 9 relax the requirements for assessing hedge
effectiveness which result in more risk management
strategies being eligible for hedge accounting. The
amendments also allow greater flexibility on the hedged
items and relax the rules on using purchased options and
non-derivative financial instruments as hedging instruments.
In addition, the amendments to HKFRS 9 allow an entity
to apply only the improved accounting for own credit risk-
related fair value gains and losses arising on FVO liabilities
as introduced in 2010 without applying the other HKFRS 9
requirements at the same time.
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For the year ended 31 December 2014 #Z —ZF—[1F+=-H=+—HILF/ZF

2. APPLICATION OF NEW AND REVISED 2.

HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Continued)

AMENDMENTS TO HKFRS 9, HKFRS 7
AND HKAS 39 HEDGE ACCOUNTING
AND AMENDMENTS TO HKFRS9,
HKFRS 7 AND HKAS 39 (Continued)

HKAS 39 is aimed to be replaced by HKFRS 9 in its
entirety. Before this entire replacement, the guidance in
HKAS 39 on impairment of financial assets continues to
apply. The previous mandatory effective date of HKFRS
9 was removed by the HKICPA in December 2013 and
a mandatory effective date will be determined after the
entire replacement of HKAS 39 is completed. However, the
standard is available for application now. The Group will
quantify the effect in conjunction with other phases, when
the final standard including all phases is issued.

AMENDMENTS TO HKFRS 10 AND
HKAS 28 SALE OR CONTRIBUTION OF
ASSETS BETWEEN AN INVESTOR AND
ITS ASSOCIATE OR JOINT VENTURE

Amendments to HKAS 28:

= The requirements on gains and losses resulting from
transactions between an entity and its associate or
joint venture have been amended to relate only to
assets that do not constitute a business.

= A new requirement has been introduced that gains or
losses from downstream transactions involving assets
that constitute a business between an entity and its
associate or joint venture must be recognised in full in
the investor’s financial statements.

- A requirement has been added that an entity needs to
consider whether assets that are sold or contributed
in separate transactions constitute a business and
should be accounted for as a single transaction.
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING

STANDARDS (“ H KFRSS”) (Continued)

AMENDMENTS TO HKFRS 10 AND

HKAS 28 SALE OR CONTRIBUTION OF
ASSETS BETWEEN AN INVESTOR AND

ITS ASSOCIATE OR JOINT VENTURE
(Continued)

Amendments to HKFRS 10:

An exception from the general requirement of full gain
or loss recognition has been introduced into HKFRS
10 for the loss control of a subsidiary that does not
contain a business in a transaction with an associate
or a joint venture that is accounted for using the
equity method.

New guidance has been introduced requiring that
gains or losses resulting from those transactions
are recognised in the parent’s profit or loss only to
the extent of the unrelated investors’ interests in
that associate or joint venture. Similarly, gains and
losses resulting from the remeasurement at fair value
of investments retained in any former subsidiary
that has become an associate or a joint venture
that is accounted for using the equity method are
recognised in the former parent’s profit or loss only to
the extent of the unrelated investors’ interests in the
new associate or joint venture.

The Directors do not anticipate that the application of
these amendments to HKFRS 10 and HKAS 28 will have
a material impact on the Group’s consolidated financial
statements.
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For the year ended 31 December 2014 #Z - =

2.

—FE+—H=1+—HIFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Continued)

AMENDMENTS TO HKFRS 11
ACCOUNTING FOR ACQUISITIONS OF
INTERESTS IN JOINT OPERATIONS

The amendments to HKFRS 11 provide guidance on how
to account for the acquisition of a joint operation that
constitutes a business as defined in HKFRS 3 Business
Combinations. Specifically, the amendments state that the
relevant principles on accounting for business combinations
in HKFRS 3 and other standards (e.g. HKAS 36 Impairment
of Assets regarding impairment testing of a cash generating
unit to which goodwill on acquisition of a joint operation has
been allocated) should be applied. The same requirements
should be applied to the formation of a joint operation if
and only if an existing business is contributed to the joint
operation by one of the parties that participate in the joint
operation.

A joint operator is also required to disclose the relevant
information required by HKFRS 3 and other standards for
business combinations.

The amendments to HKFRS 11 apply prospectively for
annual periods beginning on or after 1 January 2016. The
Directors do not anticipate that the application of these
amendments to HKFRS 11 will have a material impact on
the Group’s consolidated financial statements.
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Continued)

HKFRS 14 REGULATORY DEFERRAL
ACCOUNTS

HKFRS 14 Regulatory Deferral Accounts, describes
regulatory deferral account balances as amounts of
expense or income that would not be recognised as assets
or liabilities in accordance with other standards, but that
qualify to be deferred in accordance with IFRS/HKFRS
14 because the amount is included, or is expected to be
included, by the rate regulator in establishing the price(s)
that an entity can charge to customers for rate regulated
goods or services.

The amendments to HKFRS 14 apply prospectively for
annual periods beginning on or after 1 January 2016. The
Directors do not anticipate that the application of these
amendments to HKFRS 14 will have a material impact on
the Group’s consolidated financial statements.

HKFRS 15 REVENUE FROM
CONTRACTS WITH CUSTOMERS

In July 2014, HKFRS 15 was issued which establishes
a single comprehensive model for entities to use in
accounting for revenue arising from contracts with
customers. HKFRS 15 will supersede the current revenue
recognition guidance including HKAS 18 Revenue, HKAS
11 Construction Contracts and the related Interpretations
when it becomes effective.
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2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Continued)

HKFRS 15 REVENUE FROM
CONTRACTS WITH CUSTOMERS
(Continued)

The core principle of HKFRS 15 is that an entity should
recognise revenue to depict the transfer of promised goods
or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled
in exchange for those goods or services. Specifically,
the Standard introduces a 5-step approach to revenue
recognition:

- Step 1: Identify the contract(s) with a customer

- Step 2: Identify the performance obligations in
the contract

= Step 3: Determine the transaction price

- Step 4: Allocate the transaction price to the
performance obligations in the contract

- Step 5: Recognise revenue when (or as) the

entity satisfies a performance obligation

Under HKFRS 15, an entity recognises revenue when
(or as) a performance obligation is satisfied, i.e. when
‘control’ of the goods or services underlying the particular
performance obligation is transferred to the customer. Far
more prescriptive guidance has been added in HKFRS
15 to deal with specific scenarios. Furthermore, extensive

disclosures are required by HKFRS 15.

The Directors anticipate that the application of HKFRS 15
in the future may have a material impact on the amounts
reported and disclosures made in the Group’s consolidated
financial statements. However, it is not practicable to
provide a reasonable estimate of the effect of HKFRS 15
until the Group performs a detailed review.
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For the year ended 31 December 2014 #HZ_—F—WWF+=-HA=+—HIFF

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Continued)

AMENDMENTS TO HKAS 16 AND HKAS
38 CLARIFICATION OF ACCEPTABLE
METHODS OF DEPRECIATION AND
AMORTISATION

The amendments to HKAS 16 prohibit entities from using a
revenue-based depreciation method for items of property,
plant and equipment. The amendments to HKAS 38
introduce a rebuttable presumption that revenue is not an
appropriate basis for amortisation of an intangible asset.
This presumption can only be rebutted in the following two
limited circumstances:

a)  when the intangible asset is expressed as a measure
of revenue; or

b) when it can be demonstrated that revenue and
consumption of the economic benefits of the
intangible asset are highly correlated.

The amendments apply prospectively for annual periods
beginning on or after 1 January 2016. Currently, the
Group uses the straight-line method for depreciation and
amortisation for its property, plant and equipment, and
intangible assets respectively. The Directors believe that
the straight-line method is the most appropriate method
to reflect the consumption of economic benefits inherent
in the respective assets and accordingly, the Directors do
not anticipate that the application of these amendments to
HKAS 16 and HKAS 38 will have a material impact on the
Group’s consolidated financial statements.
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Gontinued)

AMENDMENTS TO HKAS 16 AND HKAS
41 AGRICULTURE: BEARER PLANTS

The amendments to HKAS 16 and HKAS 41 define
a bearer plant and require biological assets that meet
the definition of a bearer plant to be accounted for as
property, plant and equipment in accordance with HKAS
16, instead of HKAS 41. The produce growing on bearer
plants continues to be accounted for in accordance with
HKAS 41.

The Directors do not anticipate that the application of these
amendments to HKAS 16 and HKAS 41 will have a material
impact on the Group’s consolidated financial statements as
the Group is not engaged in agricultural activities.

AMENDMENTS TO HKAS 19 DEFINED
BENEFIT PLANS: EMPLOYEE
CONTRIBUTIONS

The amendments to HKAS 19 clarify how an entity should
account for contributions made by employees or third
parties to defined benefit plans, based on whether those
contributions are dependent on the number of years of
service provided by the employee.

For contributions that are independent of the number
of years of service, the entity may either recognise the
contributions as a reduction in the service cost in the period
in which the related service is rendered, or to attribute them
to the employees’ periods of service using the projected
unit credit method; whereas for contributions that are
dependent on the number of years of service, the entity
is required to attribute them to the employees’ periods of
service.

The Directors do not anticipate that the application of these
amendments to HKAS 19 will have a significant impact on
the Group’s consolidated financial statements as the Group
does not have any defined benefit plans.
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For the year ended 31 December 2014 #HZ_—F—WWF+=-HA=+—HIFF

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Continued)

AMENDMENTS TO HKAS 27 EQUITY
METHOD IN SEPARATE FINANCIAL
STATEMENTS

The amendments allow an entity to account for investments
in subsidiaries, joint ventures and associates in its separate
financial statements:

- At cost

= In accordance with HKFRS 9 Financial Instruments
(or HKAS 39 Financial Instruments: Recognition and
Measurement for entities that have not yet adopted
HKFRS 9), or

- Using the equity method as described in HKAS 28
Investments in Associates and Joint Ventures.

The accounting option must be applied by category of
investments.

The amendments also clarify that when a parent ceases to
be an investment entity, or becomes an investment entity,
it shall account for the change from the date when the
change in status occurred.

In addition to the amendments to HKAS 27, there are
consequential amendments to HKAS 28 to avoid a
potential conflict with HKFRS 10 Consolidated Financial
Statements and to HKFRS 1 First time Adoption of Hong
Kong Financial Reporting Standards.

The Directors do not anticipate that the application of these
amendments to HKAS 27 will have a material impact on the
Group’s consolidated financial statements.
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Notes to the Consolidated Financial Statements
GEMBHmRMET

For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Continued)

ANNUAL IMPROVEMENTS TO HKFRSs
2010-2012 CYCLE

The Annual Improvements to HKFRSs 2010-2012 Cycle
include a number of amendments to various HKFRSs,
which are summarised below.

The amendments to HKFRS 2 (i) change the definitions
of ‘vesting condition’ and ‘market condition’; and (ii)
add definitions for ‘performance condition’ and ‘service
condition’ which were previously included within the
definition of ‘vesting condition’. The amendments
to HKFRS 2 are effective for share-based payment
transactions for which the grant date is on or after 1 July
2014.

The amendments to HKFRS 3 clarify that contingent
consideration that is classified as an asset or a liability
should be measured at fair value at each reporting date,
irrespective of whether the contingent consideration is a
financial instrument within the scope of HKFRS 9 or HKAS
39 or a non-financial asset or liability. Changes in fair value
(other than measurement period adjustments) should be
recognised in profit and loss. The amendments to HKFRS
3 are effective for business combinations for which the
acquisition date is on or after 1 July 2014.

The amendments to HKFRS 8 (i) require an entity to
disclose the judgements made by management in applying
the aggregation criteria to operating segments, including
a description of the operating segments aggregated
and the economic indicators assessed in determining
whether the operating segments have ‘similar economic
characteristics’; and (i) clarify that a reconciliation of the
total of the reportable segments’ assets to the entity’s
assets should only be provided if the segment assets are
regularly provided to the chief operating decision-maker.
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For the year ended 31 December 2014 #HZ_—F—WWF+=-HA=+—HIFF

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Continued)

ANNUAL IMPROVEMENTS TO HKFRSs
2010-2012 CYCLE (Continued)

The amendments to the basis for conclusions of HKFRS
18 clarify that the issue of HKFRS 13 and consequential
amendments to HKAS 39 and HKFRS 9 did not remove
the ability to measure short term receivables and payables
with no stated interest rate at their invoice amounts without
discounting, if the effect of discounting is immaterial. As the
amendments do not contain any effective date, they are
considered to be immediately effective.

The amendments to HKAS 16 and HKAS 38 remove
perceived inconsistencies in the accounting for
accumulated depreciation/amortisation when an item of
property, plant and equipment or an intangible asset is
revalued. The amended standards clarify that the gross
carrying amount is adjusted in a manner consistent with
the revaluation of the carrying amount of the asset and that
accumulated depreciation/amortisation is the difference
between the gross carrying amount and the carrying
amount after taking into account accumulated impairment
losses.

The amendments to HKAS 24 clarify that a management
entity providing key management personnel services to
a reporting entity is a related party of the reporting entity.
Consequently, the reporting entity should disclose as
related party transactions the amounts incurred for the
service paid or payable to the management entity for the
provision of key management personnel services. However,
disclosure of the components of such compensation is not
required.

The Directors do not anticipate that the application of these
amendments will have a material effect on the Group’s
consolidated financial statements.
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For the year ended 31 December 2014 #Z—-=

2.

—FE+—H=1+—HIFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Continued)

ANNUAL IMPROVEMENTS TO HKFRSs
2011-2013 CYCLE

The Annual Improvements to HKFRSs 2011-2013 Cycle
include a number of amendments to various HKFRSs,
which are summarised below.

The amendments to HKFRS 3 clarify that the standard
does not apply to the accounting for the formation of all
types of joint arrangement in the financial statements of the
joint arrangement itself.

The amendments to HKFRS 13 clarify that the scope of
the portfolio exception for measuring the fair value of a
group of financial assets and financial liabilities on a net
basis includes all contracts that are within the scope of,
and accounted for in accordance with, HKAS 39 or HKFRS
9, even if those contracts do not meet the definitions of
financial assets or financial liabilities within HKAS 32.

The amendments to HKAS 40 clarify that HKAS 40 and
HKFRS 3 are not mutually exclusive and application of
both standards may be required. Consequently, an entity
acquiring investment property must determine whether:

(@ the property meets the definition of investment
property in terms of HKAS 40; and

(o) the transaction meets the definition of a business
combination under HKFRS 3.

The Directors do not anticipate that the application of these
amendments will have a material effect on the Group’s
consolidated financial statements.
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Continued)

ANNUAL IMPROVEMENTS TO HKFRSs
2012-2014 CYCLE

The Annual Improvements to HKFRSs 2012-2014 Cycle
include a number of amendments to various HKFRSs,
which are summarised below.

The amendments to HKFRS 5 introduce specific guidance
in HKFRS 5 for when an entity reclassifies an asset (or
disposal group) from held for sale to held for distribution
to owners (or vice versa), or when held-for-distribution
accounting is discontinued. The amendments apply
prospectively.

The amendments to HKFRS 7 provide additional guidance
to clarify whether a servicing contract is continuing
involvement in a transferred asset for the purpose of the
disclosures required in relation to transferred assets and
clarify that the offsetting disclosures (introduced in the
amendments to HKFRS 7 Disclosure — Offsetting Financial
Assets and Financial Liabilities issued in December 2011
and effective for periods beginning on or after 1 January
2013) are not explicitly required for all interim periods.
However, the disclosures may need to be included in
condensed interim financial statements to comply with
HKAS 34 Interim Financial Reporting.

The amendments to HKAS 19 clarify that the high quality
corporate bonds used to estimate the discount rate for
post-employment benefits should be issued in the same
currency as the benefits to be paid. These amendments
would result in the depth of the market for high quality
corporate bonds being assessed at currency level. The
amendments apply from the beginning of the earliest
comparative period presented in the financial statements
in which the amendments are first applied. Any initial
adjustment arising should be recognised in retained
earnings at the beginning of that period.
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For the year ended 31 December 2014 #Z = ZF—[1F+—-H=+—HILF/E

2.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (Continued)

ANNUAL IMPROVEMENTS TO HKFRSs
2012-2014 CYCLE (Continued)

The amendments to HKAS 34 clarify the requirements
relating to information required by HKAS 34 that is
presented elsewhere within the interim financial report but
outside the interim financial statements. The amendments
require that such information be incorporated by way of
a cross reference from the interim financial statements to
the other part of the interim financial report that is available
to users on the same terms and at the same time as the
interim financial statements.

The Directors do not anticipate that the application of these
will have a material effect on the Group’s consolidated
financial statements.

SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been
prepared in accordance with all applicable HKFRSs,
which collective term includes all applicable individual
HKFRSs, HKASs and Interpretations issued by the HKICPA,
accounting principles generally accepted in Hong Kong and
the requirements of the Hong Kong Companies Ordinance
and the applicable disclosure provisions of the Rules
Governing the Listing of the Growth Enterprise Market of
Securities on The Stock Exchange of Hong Kong Limited.
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For the year ended 31 December 2014 #HZ - =

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

These financial statements also comply with the applicable
requirements of the Hong Kong Companies Ordinance
relating to the preparation of financial statements, which
for this financial year and the comparative period continue
to be those of the predecessor Companies Ordinance
(Cap. 32), in accordance with transitional and saving
arrangements for Part 9 of the Hong Kong Companies
Ordinance (Cap. 622), “Accounts and Audit”, which are set
out in sections 76 to 87 of Schedule 11 to that Ordinance.

The preparation of consolidated financial statements in
conformity with HKFRSs requires management to make
judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets,
liabilities, income and expenses. The estimates and
associated assumptions are based on historical experience
and various other factors that are believed to be reasonable
under the circumstances, the results of which form the
basis of making judgements about carrying values of
assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates. The
estimates and assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are recognised in
the period in which the estimates are revised if the revision
affects only that period, or in the period of the revision and
future periods if the revision affects both current and future
periods.

Judgements made by management in the application of
HKFRSs that have significant effect on the consolidated
financial statements and estimates with a significant risk
of material adjustments in the next year are discussed in
Note 4 to the consolidated financial statements.
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For the year ended 31 December 2014 #Z = ZF—[1F+—-H=+—HILF/E

3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

BASIS OF PREPARATION

The consolidated financial statements have been prepared
on the historical cost basis except for certain financial
instruments that are measured at fair values at the end
of each reporting period, as explained in the accounting
policies below.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date,
regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes into
account the characteristics of the asset or liability if market
participants would take those characteristics into account
when pricing the asset or liability at the measurement date.
Fair value for measurement and/or disclosure purposes in
these consolidated financial statements is determined on
such a basis, except for share-based payment transactions
that are within the scope of HKFRS 2, leasing transactions
that are within the scope of HKAS 17, and measurements
that have some similarities to fair value but are not fair
value, such as net realizable value in HKAS 2 or value in
use in HKAS 36.
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BASIS OF PREPARATION (Continued)

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3
based on the degree to which the inputs to the fair value
measurements are observable and the significance of the
inputs to the fair value measurement in its entirety, which
are described as follows:

° Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity
can access at the measurement date;

o Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the
asset or liability, either directly or indirectly; and

o Level 3 inputs are unobservable inputs for the asset
or liabilty.

The principal accounting policies are set out below.

Change in reporting period end date

Pursuant to the resolution of the board of directors of the
Company dated 15 July 2013, the Company’s financial
year end date has been changed from 30 June to 31
December with effect from the eighteen months ended 31
December 2013.

The change is to align with the reporting period end date
of the Company with that of its subsidiaries established
in PRC, the financial results of which are consolidated
into its consolidated financial statements each year, and
their financial statements are statutorily required to use 31
December as the financial year end date.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BASIS OF PREPARATION (Continued)

Going Concern

The Group incurred loss of approximately HK$632,492,000
for the year ended 31 December 2014 and as of that date,
the Group’s current liabilities exceeded its current assets
by approximately HK$46,756,000, and the net liabilities of
the Group amounted to approximately HK$103,069,000.
These conditions, along with other matters as set forth in
note 43 to the consolidation financial statements, indicate
the existence of a material uncertainty which may cast
significant doubt about the Group’s and the Company’s
ability to continue as a going concern.

The Directors have been taking active steps to improve the
liquidity position of the Group. These steps included (1) the
Directors are considering various alternatives to strengthen
the capital base of the Company through various fund
including but not limited to, private
placements, open offers or rights issue of new shares of
the Company; and (2) the Directors continue to take action
to tighten cost controls over various operating expenses,
with an aim in attaining profitable and positive cash flow
operations.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BASIS OF PREPARATION (Continued)

Going Concern (Continued)

In light of the measures and arrangements as described
above and with reference to a cash flow forecast in relation
to the current business and financing plans of the Group,
the Directors have concluded that the Group will have
sufficient working capital to meet its financial obligations as
and when they fall due. Accordingly, the Directors are of the
opinion that it is appropriate to prepare these consolidated
financial statements on a going concern basis. Should the
going concern assumption be inappropriate, adjustments
may have to be made to reflect the situation that assets
may need to be realised other than at the amounts at which
they are currently carried in the consolidated statement
of financial position. In addition, the Group may have
to provide for further liabilities that might arise, and to
reclassify non-current assets and liabilities as current assets
and liabilities.

De-consolidation

Due to i) the non-cooperation of the key management
of CERNET Wifi Technology (Beijing) Company Limited
(“CERNET Wifi”), and ii) the non-cooperation of the holder
of the CERNET Wifi’'s non-controlling interests who owned
the brand name and network of CERNET, which CERNET
Wifi had used for its operations pursuant to an asset
leasehold agreement, the Company had been unable to
both i) access the complete sets of books and records
together with the supporting documents of CERNET Wifi
and ii) maintain and operate the business of CERNET Wifi's
properly. As such, the directors of the Company consider
that the Company has lost its control over CERNET Wifi.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BASIS OF PREPARATION (Continued)

De-consolidation (Continued)

As a result, CERNET Wifi had been de-consolidated from
the consolidated financial statements of the Group from 1
January 2014. The de-consolidation of CERNET Wifi had
resulted in a net loss on de-consolidation subsidiary of
approximately HK$174,024,000.

The Group had consolidated the assets and liabilities of
CERNET Wifi as at 30 June 2014 and their results from
the period from 1 January 2014 to 30 September 2014
in its interim report for the six months ended 30 June
2014 and the third quarterly report for the nine months
ended 30 September 2014 based on the unaudited
management information received. As the Directors had
not been provided with the complete set of books and
records together with the supporting documents for them
to prepare proper consolidated financial statements and
to make the appropriate disclosures under the annual
report requirements which are more comprehensive than
the disclosure requirements of the interim report and the
third quarterly report, the Directors considered that it is
more appropriate to de-consolidate CERNET Wifi from the
consolidated financial statements of the Group as from 1
January 2014.

3.
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Notes to the Consolidated Financial Statements

REMBHRRME

For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

BASIS OF PREPARATION (Continued)

De-consolidation (Continued)

The following detailed the unaudited financial information,
before intra-group balances and transactions elimination,
of CERNET Wifi whose assets and liabilities and results
had been consolidated in the Group’s interim report for
the six months ended 30 June 2014 and third quarterly
report for the nine months ended 30 September 2014
respectively, but was excluded in these consolidated
financial statements for the year ended 31 December 2014.

Revenue

Loss for the period
Other comprehensive expenses

Total comprehensive loss

Non-current assets
Current assets
Current liabilities
Non-current liabilities

Net assets

o

HINE 1
H {th 2 [ 7 X

EEERAR

FREBEE
MEEE
mEAE
FRBEE

BEFH
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9 months ended
30 September
2014

RICERZ
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HK$'000

FET

8,969

(2,219)
(1,145)

(3,364)

Unaudited

30 June 2014
N EZ
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NAZ=TH
HK$’000
FAT

129,620
11,764
(444)
(25,040)

115,900
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94

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

In the opinion of the directors of the Company, the
consolidated financial statements for the year ended 31
December 2014 prepared on the aforementioned basis
present more fairly the results and state of affairs of the
Group as a whole in light of the aforesaid incomplete
books and records of CERNET Wifi. However, the de-
consolidation of the CERNET Wifi from the beginning of
the year is a departure from the requirement of HKFRS 10
“Consolidated Financial Statements”.

BASIS OF CONSOLIDATION

The consolidated financial statements incorporate the
financial statements of the Company and entities controlled
by the Company (its subsidiaries). Control is achieved
where the Company:

° has power over the investee;

° is exposed, or has rights, to variable returns from its
involvement with the investee; and

o has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control
listed above.

When the Group has less than a majority of the voting
rights of an investee, it has power over the investee when
the voting rights are sufficient to give it the practical ability
to direct the relevant activities of the investee unilaterally.
The Group considers all relevant facts and circumstances
in assessing whether or not the Group’s voting rights in an
investee are sufficient to give it power, including:

o the size of the Group’s holding of voting rights relative
to the size and dispersion of holdings of the other
vote holders;
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BASIS OF CONSOLIDATION (Continued)

o potential voting rights held by the Group, other vote
holders or other parties;

° rights arising from other contractual arrangements;
and

° any additional facts and circumstances that indicate
that the Group has, or does not have, the current
ability to direct the relevant activities at the time that
decisions need to be made, including voting patterns
at previous patterns at previous shareholders’
meetings.

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the
Group loses control of the subsidiary. Specifically, income
and expenses of a subsidiary acquired or disposed of
during the year are included in the consolidated statement
of profit or loss and other comprehensive income from the
date the Group gains control until the date when the Group
ceases to control the subsidiary.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to
the non-controlling interests. Total comprehensive income
of subsidiaries is attributed to the owners of the Company
and to the non-controlling interest even if this results in the
non-controlling interests having a deficit balance.

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with the Group’s accounting policies.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BASIS OF CONSOLIDATION (Continued)

All intragroup assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in full on
consolidation.

Non-controlling interests in subsidiaries are presented
separately from the Group’s equity therein.

Allocation of total comprehensive income
to non-controlling interests

Total comprehensive income and expense of a subsidiary
is attributed to the owners of the Company and to the non-
controlling interests even if this results in the non-controlling
interests having a deficit balance.

Changes in the Group’s ownership
interests in existing subsidiaries

Changes in the Group’s ownership interests in existing
subsidiaries that do not result in the Group losing
control over the subsidiaries are accounted for as equity
transactions. The carrying amount of the Group’s interests
and the non-controlling interests are adjusted to reflect the
changes in their relative interests in the subsidiaries.

Any difference between the amount by which the non-
controlling interests are adjusted and the fair value of the
consideration paid or received is recognised directly in
equity and attributed to owners of the Company.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2014 #HZ—-=

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BASIS OF CONSOLIDATION (Continued)

Changes in the Group’s ownership
interests in existing subsidiaries (Continued)

When the Group loses control of a subsidiary, it (i)
derecognises the assets (including any goodwill) and
liabilities of the subsidiary at their carrying amounts at the
date when control is lost, (i) derecognises the carrying
amount of any non-controlling interests in the former
subsidiary at the date when control is lost (including any
components of other comprehensive income attributable to
them), and (jii) recognises the aggregate of the fair value of
the consideration received and the fair value of any retained
interest, with any resulting difference being recognise as a
gain or loss in profit or loss attributable to the Group. When
assets of the subsidiary are carried at revalued amounts
or fair values and the related cumulative gain or loss has
been recognised in other comprehensive income and
accumulated in equity, the amounts previously recognised
in other comprehensive income and accumulated in equity
are accounted for as if the Group had directly disposed
of the related assets (i.e. reclassified to profit or loss or
transferred directly to retained earnings as specified by
applicable HKFRSs). The fair value of any investment
retained in the former subsidiary at the date when control
is lost is regarded as the fair value on initial recognition
for subsequent accounting under HKAS 39 Financial
Instruments: Recognition and Measurement or, when
applicable, the cost on initial recognition of an investment in
an associate or a jointly controlled entity.
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3.

98

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BUSINESS COMBINATIONS

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

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

° deferred tax assets or liabilities and liabilities or
assets related to employee benefit arrangements are
recognised and measured in accordance with HKAS
12 Income Taxes and HKAS 19 Employee Benefits
respectively;

° liabilities or equity instruments related to share-based
payment arrangements of the acquiree or sharebased
payment arrangements of the Group entered into to
replace share-based payment arrangements of the
acquiree are measured in accordance with HKFRS 2
Share-based Payment at the acquisition date (see the
accounting policy below); and

o assets (or disposal groups) that are classified as held
for sale in accordance with HKFRS 5 Non-current
Assets Held for Sale and Discontinued Operations are
measured in accordance with that standard.
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For the year ended 31 December 2014 #HZ—-=

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BUSINESS COMBINATIONS (Continued)

Goodwill is measured as the excess of the sum of
the consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value of
the acquirer’s previously held equity interest in the acquire
(if any) over the net of the acquisition-date amounts of the
identifiable assets acquired and the liabilities assumed.

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

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate share
of the entity’s net assets in the event of liquidation may
be initially measured either at fair value or at the non-
controlling interests’ proportionate share of the recognised
amounts of the acquiree’s identifiable net assets. The
choice of measurement basis is made on a transaction-by-
transaction basis. Other types of non-controlling interests
are measured at their fair value or, when applicable, on the
basis specified in another HKFRSs.
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For the year ended 31 December 2014 &2 = F—F+=-H=+—HI F&E

3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

BUSINESS COMBINATIONS (Continued)

When the consideration transferred by the Group in
a business combination includes assets or liabilities
resulting from a contingent consideration arrangement,
the contingent consideration is measured at its acquisition
date fair value and included as part of the consideration
transferred in a business combination. Changes in the
fair value of the contingent consideration that qualify
as measurement period adjustments are adjusted
retrospectively, with the corresponding adjustments made
against goodwill. Measurement period adjustments are
adjustments that arise from additional information obtained
during the “measurement period” (which cannot exceed
one year from the acquisition date) about facts and
circumstances that existed at the acquisition date.

The subsequent accounting for changes in the fair value
of the contingent consideration that do not qualify as
measurement period adjustments depends on how
the contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured
at subsequent reporting dates and its subsequent
settlement is accounted for within equity. Contingent
consideration that is classified as an asset or a liability is
remeasured at subsequent reporting dates in accordance
with HKAS 39, or HKAS 37 Provisions, Contingent
Liabilities and Contingent Assets, as appropriate, with the
corresponding gain or loss being recognised in profit or
loss.
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BUSINESS COMBINATIONS (Continued)

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

If the initial accounting for a business combination is
incomplete by the end of the reporting period in which the
combination occurs, the Group reports provisional amounts
for the items for which the accounting is incomplete. Those
provisional amounts are adjusted during the measurement
period (see above), or additional assets or liabilities are
recognised, to reflect new information obtained about facts
and circumstances that existed as of the acquisition date
that, if known, would have affected the amounts recognised
as of that date.
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

GOODWILL

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

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

A cash-generating unit to which goodwill has been
allocated is tested for impairment annually or more
frequently when there is indication that the unit may be
impaired. If the recoverable amount of the cash-generating
unit is less than the carrying amount, the impairment loss is
allocated first to reduce the carrying amount of any goodwiill
allocated to the unit and then to the other assets of the unit
pro-rata on the basis of the carrying amount of each asset
in the unit. Any impairment loss for goodwill is recognised
directly in profit or loss in the consolidated statement
of profit or loss and other comprehensive income. An
impairment loss recognised for goodwill is not reversed in
subsequent periods.

On disposal of the relevant cash-generating unit,
the attributable amount of goodwill is included in the
determination of the amount of profit or loss on disposal.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

INVESTMENTS IN ASSOCIATES

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

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements
using the equity method of accounting, except when the
investment, or a portion thereof, is classified as held for
sale, in which case it is accounted for in accordance with
HKFRS 5 or when the investment is designated as at fair
value through profit or loss upon initial recognition.

Under equity method, an investment in an associate is
initially recognised in the consolidated statement of financial
position at cost and adjusted thereafter to recognise the
Group’s share of profit or loss and other comprehensive
income of the associate. When the Group’s share of
losses of an associate exceeds the Group’s interest in that
associate (which includes and long-term interests that, in
substance, form part of the Group’s net investment in the
associate), the Group discontinued recognising its share
of further losses. Additional losses are recognised only to
the extent that the Group has incurred legal or constructive
obligations or made payments on behalf of that associate.

Any excess of the cost of acquisition over the Group’s
share of the net fair value of the identifiable assets, liabilities
and contingent liabilities of an associate recognised at
the date of acquisition is recognised as goodwill, which is
included within the carrying amount of the investment.
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Notes to the Consolidated Financial Statements

e

For the year ended 31 December 2014 &2 = F—F+=-H=+—HI F&E

3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

INVESTMENTS IN ASSOCIATES (Continued)

Any excess of the Group’s share of the net fair value of the
identifiable assets, liabilities and contingent liabilities over
the cost of acquisition, after reassessment, is recognised
immediately in profit or loss.

The requirements of HKAS 39 are applied to determine
whether it is necessary to recognise any impairment loss
with respect to the Group’s investment in an associate.
When necessary, the entire carrying amount of the
investment (including goodwill) is tested for impairment in
accordance with HKAS 36 as a single asset by comparing
its recoverable amount (higher of value in use and fair value
less costs to sell with its carrying amount. Any impairment
loss recognised forms part of the carrying amount of
the investment. Any reversal of that impairment loss is
recognised in accordance with HKAS 36 to the extent that
the recoverable amount of the investment subsequently
increases.

When a group entity transacts with its associate, profits and
losses resulting from the transactions with the associate are
recognised in the Group’s consolidated financial statements
only to the extent of interests in the associate that are not
related to the Group.

SUBSIDIARIES

A subsidiary is a company in which the Company directly
or indirectly controls more than half of the voting power,
or controls the composition of the board of directors.
Investments in subsidiaries are carried in the Company’s
financial statements at cost less impairment loss.

Neo Telemedia Limited
TEHFEEEEFRAA

BEANEEBUIR (@)

REENT Z2RE (@)

(AN 8 B AL B 4 A B AT S R B B
BERKAEEY AT FERBEWER
A28 EEFTEHIBNIBAS
ﬁE E/D,\ ©

R G ERESRA R ERERIAE
EEBRERAKEREZERARNRE
BREMRERBR NFRE  ZRKRE
MERREE (BREBEE)EREEES
RIS A E —EER T TUETTR
BRI AR BRAE AU E S5 (BIfE
REEEAFHERDERANRSE) A
HEREE T 2 R B EEEBENX
ZARENREEN &7 BRRE
EIEE AR E TR ZIBRE & A K E]
SRERENNBEATRETESTE
A 55365k

ERASEAREBREARETRS B
BERRRIMEENBRANASH
AR S M IS MRER - AR A EE &

ol

IR ERB 2 BERR -

B A &

B AR —RBANR R EEKEEE
HEBEYBRERRENEEESE
2 A8 RKTERRZIETINARE
Z 75 3R IR BN TR R (B B 1R 51 R



Notes to the Consolidated Financial Statements

REMBHRRME

For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

NON-CURRENT ASSETS HELD FOR SALE

Non-current assets and disposal groups are classified
as held for sale if their carrying amount will be recovered
principally through a sale transaction rather than through
continuing use. This condition is regarded as met only
when the sale is highly probable and the non-current asset
(or disposal group) is available for immediate sale in its
present condition. Management must be committed to the
sale, which should be expected to qualify for recognition
as a completed sale within one year from the date of
classification.

When the Group is committed to a sale plan involving loss
of control of a subsidiary, all of the assets and liabilities
of that subsidiary are classified as held for sale when the
criteria described above are met, regardless of whether
the Group will retain a non-controlling interest in its former
subsidiary after the sale.

Non-current assets (and disposal groups) classified as held
for sale are measured at the lower of their previous carrying
amount and fair value less costs to sell.
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

REVENUE RECOGNITION

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
for goods sold and services provided in the normal course
of business, net of discounts and sales related taxes.

Revenue from the sale of goods is recognised when the
goods are delivered and title have passed, at which time all
the following conditions are satisfied:

Revenue from sales of telecommunication products is
recognised when goods are delivered to customers which
generally coincides with the time when the customer has
accepted the goods and the related risks and rewards of
ownership. Revenue is recorded after deduction of any
trade discount.

Network and satellite telecommunication services income
based on usage of the Group’s network and facilities is
recognised when the services are rendered.

Telecommunication services provided for fixed periods is
recognised on straight-line basis over the applicable fixed
period.

Traffic signboard advertising income is recognised when
services are provided.

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

REMBHRRME

For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

REVENUE RECOGNITION (Continued)

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

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment, other than construction in
progress (“CIP”), held for use in the production or supply of
goods or services, or for administrative purposes are stated
in the consolidated statement of financial position at cost
less subsequent accumulated depreciation and subsequent
accumulated impairment losses, if any.

Depreciation is recognised so as to write off the cost of
items of property, plant and equipment less their residual
values over their estimated useful lives, using the straight-
line method at the following rate per annum:

Leasehold improvements 25%
Office equipment 25%
Furniture and fixtures 25%
Motor vehicles 25%
Traffic signboards 20%
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

3.

108

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

PROPERTY, PLANT AND EQUIPMENT
(Continued)

The estimated useful lives, residual values and depreciation
method are reviewed at the end of each reporting period,
with the effect of any changes in estimate accounted for on
a prospective basis.

Assets held under finance leases are depreciated over
their expected useful lives on the same basis as owned
assets. However, when there is no reasonable certainty that
ownership will be obtained by the end of the lease term,
assets are depreciated over the shorter of the lease term
and their useful lives.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset.
Any gain or loss arising on the disposal or retirement of an
item of property, plant and equipment is determined as the
difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.

LEASING

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

The Group as lessee

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

3.
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Notes to the Consolidated Financial Statements

REMBHRRME

For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

LEASING (continued)

The Group as lessee (Continued)

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

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

In the event that lease incentives are received to enter
into operating leases, such incentives are recognised as a
liability. The aggregate benefit of incentives is recognised as
a reduction of rental expense on a straightline basis, except
where another systematic basis is more representative of
the time pattern in which economic benefits from the leased
asset are consumed.
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e

For the year ended 31 December 2014 &2 = F—F+=-H=+—HI F&E

3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

FOREIGN CURRENCIES

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies)
are recognised at the rates of exchange prevailing
at the dates of the transactions. At the end of the
reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that
date. Nonmonetary items carried at fair value that are
denominated in foreign currencies are retranslated at
the rates prevailing at the date when the fair value was
determined. Nonmonetary items are measured in terms of
historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the retranslation of monetary items, are
recognised in profit or loss in the period in which they arise,
except for exchange differences arising on a monetary
item that forms part of the Company’s net investment in a
foreign operation, in which case, such exchange differences
are recognised in other comprehensive income and
accumulated in equity and will be reclassified from equity to
profit or loss on disposal of the foreign operation. Exchange
differences arising on the retranslation of non-monetary
items carried at fair value are included in profit or loss for
the period except for exchange differences arising on the
retranslation of non-monetary items in respect of which gain
and losses are recognised directly in other comprehensive
income, in which cases, the exchange differences are also
recognised directly in other comprehensive income.
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Notes to the Consolidated Financial Statements

REMBHRRME

For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FOREIGN CURRENCIES (Continued)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency
of the Group (i.e. HK$) using exchange rates prevailing at
the end of each reporting period. Income and expense
items are translated at the average exchange rates for the
year, unless exchange rates fluctuate significantly during
the period, in which case, the exchange rates prevailing at
the dates of transactions are used. Exchange differences
arising, if any, are recognised in other comprehensive
income and accumulated in equity under the heading of
translation reserve (attributable to non-controlling interests
as appropriate).

On the disposal of a foreign operation (i.e. a disposal of
the Group’s entire interest in a foreign operation, or a
disposal involving loss of control over a subsidiary that
includes a foreign operation), all of the exchange differences
accumulated in equity in respect of that operation
attributable to the owners of the Company are reclassified
to profit or loss.

In addition, in relation to a partial disposal of a subsidiary
that includes a foreign operation that does not result
in the Group losing control over the subsidiary, the
proportionate share of accumulated exchange differences
are re-attributed to non-controlling interests and are not
recognised in profit or loss.

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation
on or after 1 July 2005 are treated as assets and liabilities
of that foreign operation and retranslated at the rate of
exchange prevailing at the end of each reporting period.
Exchange differences arising are recognised in equity under
the heading of translation reserve.
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Notes to the Consolidated Financial Statements
GEMBHmRMET

For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

BORROWING COSTS

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time
to get ready for their intended use or sale, are added to
the cost of those assets, until such time as the assets are
substantially ready for their intended use or sale.

Investment income earned on the temporary investment of
specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs eligible for
capitalisation.

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

EMPLOYEE BENEFITS

Retirement benefit costs

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “MPF
Scheme”) under the Mandatory Provident Fund Schemes
Ordinance for all of its employees in Hong Kong.
Contributions are made based on a percentage of the
employees’ basic salaries and are charged to the profit
or loss as they become payable in accordance with
the rules of the MPF Scheme. The assets of the MPF
Scheme are held separately from those of the Group
in an independently administered fund. The Group’s
employer contributions vest fully with the employees when
contributed into the MPF Scheme.

The employees in the Company’s subsidiaries operating
in the PRC are members of retirement benefits scheme
(the “PRC RB Schemes”) operated by the local municipal
benefits. The local municipal government undertakes to
assume the retirement benefit obligation of all existing and
future retired employees of the PRC subsidiaries. The only
obligation of the PRC subsidiaries with respect to the PRC
RB Scheme is to meet the required contributions under the
PRC RB Schemes. The contributions are charged to the
profit or loss as they become payable in accordance with
the relevant laws and regulations of the PRC.
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Notes to the Consolidated Financial Statements

REMBHRRME

For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

EMPLOYEE BENEFITS (Continued)

Termination benefits

Termination benefits are recognised when, and only when,
the Group demonstrably commits itself to terminate
employment or to provide benefits as a result of voluntary
redundancy by having a detailed formal plan which is
without realistic possibility of withdrawal.

Equity-settled share-based payment

Share options granted to directors and employees

The fair value of services received determined by reference
to the fair value of share options granted at the grant
date is recognised as an expense in full at the grant date
when the share options granted vest immediately, with a
corresponding increase in equity (share options reserve).

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

Share options granted to consultants

Share options issued in exchange for goods or services
are measured at the fair values of the goods or services
received, unless that fair value cannot be reliably measured,
in which case the goods or services received are measured
by reference to the fair value of the share options granted.

The fair values of the goods or services received are
recognised as expenses, with a corresponding increase in
equity (share options reserve), when the Group obtains the
goods or when the counterparties render services, unless
the goods or services qualify for recognition as assets.
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

TAXATION

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

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

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding
tax base used in the computation of taxable profit. Deferred
tax liabilities are generally recognised for all taxable
temporary differences. Deferred tax assets are generally
recognised for all deductible temporary difference to the
extent that it is probable that taxable profits will be available
against which those deductible temporary differences can
be utilised. Such deferred tax assets and liabilities are not
recognised if the temporary difference arises from goodwill
or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction
that affects neither the taxable profit nor the accounting
profit.
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Notes to the Consolidated Financial Statements

REMBHRRME

For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

TAXATION (Continued)

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

The carrying amount of deferred tax assets is reviewed at
the end of the reporting period and reduced to the extent
that it is no longer probable that sufficient taxable profits will
be available to allow all or part of the asset to be recovered.

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

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount of
its assets and liabilities.

Current and deferred tax is recognised in profit or loss,
except when it relates to items that are recognised in other
comprehensive income or directly in equity, in which case,
the current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively.
Where current tax or deferred tax arises from the initial
accounting for a business combination, the tax effect is
included in the accounting for the business combination.
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Notes to the Consolidated Financial Statements
GEMBHmRMET

For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

3.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

INTANGIBLE ASSETS

Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired
separately are carried at cost less accumulated
amortisation and accumulated impairment losses.

Amortisation is recognised on a straight-line basis over
their estimated useful lives. The estimated useful life and
amortisation method are reviewed at the end of each
reporting period, with the effect of any changes in estimate
being accounted for on a prospective basis. Intangible
assets with indefinite useful lives that are acquired
separately are carried at cost less accumulated impairment
losses.

Intangible assets acquired in a business
combination

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

Subsequent to initial recognition, intangible assets with
finite useful lives are carried at costs less accumulated
amortisation and any accumulated impairment losses,
being their fair value at the date of the revaluation
less subsequent accumulated amortisation and any
accumulated impairment losses. Amortisation for intangible
asset with finite useful lives is recognised on a straight-line
basis over their estimated useful lives.

Alternatively, intangible assets with indefinite useful lives
are carried at cost less any subsequent accumulated
impairment losses.
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Notes to the Consolidated Financial Statements

REMBHRRME

For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

INTANGIBLE ASSETS (Continued)

Derecognition of intangible assets

An intangible asset is derecognised on disposal, or when
no future economic benefits are expected from use or
disposal. Gains and losses arising from derecognition of
an intangible asset, measured as the difference between
the net disposal proceeds and the carrying amount of the
asset, are recognised in profit or loss when the asset is
derecognised.

IMPAIRMENT LOSSES ON TANGIBLE
AND INTANGIBLE ASSETS OTHER
THAN GOODWILL

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in
order to determine the extent of the impairment loss, if any.
When it is not possible to estimate the recoverable amount
of an individual asset, the Group estimates the recoverable
amount of the cash-generating unit to which the asset
belongs. Where a reasonable and consistent basis of
allocation can be identified, corporate assets are also
allocated to individual cash-generating units, or otherwise
they are allocated to the smallest group of cash-generating
units for which a reasonable and consistent allocation basis
can be identified.

Intangible assets with indefinite useful lives and intangible
assets not yet available for use are tested for impairment at
least annually, and whenever there is an indication that they
may be impaired.
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Notes to the Consolidated Financial Statements

e

For the year ended 31 December 2014 #Z - =

3.

—F+—H=+—HIFE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

IMPAIRMENT LOSSES ON TANGIBLE
AND INTANGIBLE ASSETS OTHER
THAN GOODWILL (continued)

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

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

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset (or a cash
generating unit) in prior years. A reversal of an impairment
loss is recognised as income immediately in profit or loss.

INVENTORIES

Inventories, representing finished goods for resale, are
stated at the lower of costs and net realisable value. Cost
is calculated using first-in, first-out method. Net realizable
value represents the estimated selling price for inventories
less all estimated costs of completion and costs necessary

to make the sale.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 #HZ_—F—WWF+=-HA=+—HIFF

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

PROVISIONS

Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable
that the Group will be required to settle that obligation,
and a reliable estimate can be made of the amount of the
obligation.

Provisions are measured at the best estimate of the
consideration required to settle the present obligation at
the end of the reporting period, taking into account the
risks and uncertainties surrounding the obligation. Where
a provision is measured using the cash flows estimated
to settle the present obligation, its carrying amount is the
present value of those cash flows (where effect of the time
value of money is material).

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

CONTINGENT LIABILITIES ACQUIRED
IN A BUSINESS COMBINATION

Contingent liabilities acquired in a business combination are
initially measured at fair value at the date of acquisition. At
the end of the subsequent report periods, such contingent
liabilities are measured at the higher of the amount that
would be recognised in accordance with HKAS 37 and the
amount initially recognised less cumulative amortization
recognised in accordance with HKAS 18.
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Notes to the Consolidated Financial Statements

o & BT R B R

For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

FINANCIAL INSTRUMENTS

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

Financial assets and financial liabilities are initially measured
at fair value. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and financial
liabilities (other than financial assets or financial liabilities at
fair value through profit and loss) are added to or deducted
from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial
assets or financial liabilities at fair value through profit or
loss are recognised immediately in profit or loss.

Financial assets

The Group’s financial assets are classified as loans and
receivables. The classification depends on the nature and
purpose of the financial assets and is determined at the
time of initial recognition. All regular way purchases or
sales of financial assets are recognised and derecognized
on a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery
of asset within the time frame established by regulation or
convention in the marketplace.

Neo Telemedia Limited
TEHFEEEEFRAA

BANZETHBER (#)

EEMTH
TREENEMEBIRN —HEEER
AR TREAKNERNETHN— I RREE W
BRI R A FER

TREELEBABERVEATEFE-
RENERR I EEZREARKBERE
TeREENERAE (REREKR
NHEARZEBEEXERAEIN B
RBRATMAEREEXETREBEN
R ERRER R (ER) - WIEE
BaBRRAFEARZEBEEXTH
BEERRAHERXZRANR RIS HE

=7
o

AEENTREED BRER R EYER
HegnBIREEREEZEEREN
RIS HEREEE - AREREEHE
ASHENEREETIRRX 5 HH#ER
REILER - BLEEEBALLER
BARHESREE YEANKRTS
RAHIEGIFEENRFERARNEE



Notes to the Consolidated Financial Statements

For the year ended 31 December 2014 #HZ—-=

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)
Financial assets (Continued)

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset and of allocating interest
income over the relevant period. The effective interest rate
is the rate that exactly discounts estimated future cash
receipts (including all fees paid or received that form an
integral part of the effective interest rate, transaction costs
and other premiums or discounts) through the expected
life of the financial asset, or, where appropriate, a shorter
period to the net carrying amount on initial recognition.
Interest income is recognised on an effective interest basis
for debt instruments.

Loans and receivables

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

Interest income is recognised by applying the effective
interest rate, except for short-term receivables where the
recognition of interest would be immaterial.
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Notes to the Consolidated Financial Statements
GEMBHmRMET

For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

3.

122

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Impairment of financial assets

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

Objective evidence of impairment could include:

° significant financial difficulty of the issuer or
counterparty; or

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

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

° the disappearance of an active market for that
financial asset because of financial difficulties.

For certain categories of financial asset, such as trade
receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on
a collective basis. Objective evidence of impairment for
a portfolio of receivables could include the Group’s past
experience of collecting payments, an increase in the
number of delayed payments in the portfolio past the credit
period ranging from 90 to 180 days, observable changes
in national or local economic conditions that correlate with
default on receivables.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2014 #HZ—-=

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Impairment of financial assets (Continued)

For financial assets carried at amortised cost, the amount
of the impairment loss recognised is the difference between
the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the financial
asset’s original effective interest rate.

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

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with the
exception of trade receivables, where the carrying amount
is reduced through the use of an allowance account. When
a trade receivable is considered uncollectible, it is written off
against the allowance account. Subsequent recoveries of
amounts previously written off are credited to profit or loss.
Changes in the carrying amount of the allowance account
are recognised in profit or loss.

For financial assets measured at amortised cost,
a subsequent period, the amount of impairment loss
decreases and the decrease can be related objectively
to an event occurring after the impairment losses was
recognised, the previously recognised impairment loss
is reversed through profit or loss to the extent that the
carrying amount of the asset at the date the impairment is
reversed does not exceed what the amortised cost would
have been had the impairment not been recognised.

if, in
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by a
group entity are classified as either financial liabilities or as
equity in accordance with the substance of the contractual
arrangements and the definitions of a financial liability and
an equity instrument.

Equity instruments

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

Convertible notes

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

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

REMBHRRME

For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial liabilities and equity instruments
(Continued)

Convertible notes (Continued)

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

Transaction costs that relate to the issue of the
convertible loan notes are allocated to the liability and
equity components in proportion to the allocation of the
gross proceeds. Transaction costs relating to the equity
component are charged directly to equity. Transaction
costs relating to the liability component are included in
the carrying amount of the liability portion and amortised
over the period of the convertible notes using the effective
interest method.
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

3. SIGNIFICANT ACCOUNTING POLICIES 3.

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial liabilities and equity instruments
(Continued)

Financial liabilities at fair value through profit or loss
(“FVTPL")

Financial liabilities are classified as at FVTPL when the
financial liabilities are designated at FVTPL on initial
recognition.

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

o such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would
otherwise arise; or

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

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

Financial liabilities at FVTPL are measured at fair value, with
changes at fair value arising on remeasurement recognised
directly in profit or loss in the period in which they arise. The
net gain or loss recognised in profit or loss excludes any
interest paid on the financial liabilities.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2014 #HZ—-=

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Financial liabilities and equity instruments
(Continued)

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash payments (including all fees and points paid or
received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts)
through the expected life of the financial liability, or, where
appropriate, a shorter period, to the net carrying amount on
initial recognition.

Interest expense is recognised on an effective interest
basis other than those financial liabilities classified as at fair
value through profit or loss (“FVTPL”), of which the interest
expense is excluded in net gains or losses.

Other financial liabilities

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

Convertible notes designated at FVTPL

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

(Continued)

FINANCIAL INSTRUMENTS (Continued)

Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially
all the risks and rewards of ownership of the asset to
another entity. If the Group neither transfers nor retains
substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Group
continues to recognise the asset to the extent of its
continuing involvement and recognises an associated
liability. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset, the
Group continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds
received.

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

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or
expired. The difference between the carrying amount of the
financial liability derecognised and the consideration paid
and payable is recognised in profit or loss.

3.
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

RELATED PARTIES

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

(a) A person or a close member of that person’s family is
related to the Group if that person:

has control or joint control over the Group;

has significant influence over the Group; or

is @ member of the key management personnel
of the Group or of a parent of the Group.

(b)  An entity is related to the Group if any of the following
conditions applies:

U)

(i

)

(V)

the entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to the
others);

one entity is an associate or joint venture of the
other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

both entities are joint ventures of the same third
party;

one entity is a joint venture of a third entity
and the other entity is an associate of the third
entity;

the entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group;

Annual Report 2014
—E-HMEER

3. ERZFTHR #)

BAEEA L

R ER AL S AT RS BIRSARE
) BB A L

(@ —BRALTIRALTZEEZYIZE
B RS BH BB A L - iz A
) EHIHAEREGAEE:
(i) HAKBBEAEATEN =X

iy AAEERAEEGAFHNE

TEBAEMEFR—FKE -

b) ERAREBMEBEBMAL MZE
BETFA TAIE ] — B

L:::]
®
et
5

w

e
D=

i

i
g
Nl
|
i}
fie
g

\;
s

(i

5
> -

|
o Y &
o I

=
Ll
RS
I 30
35'_
‘}N\

i
~ Il Ik
)
I

2
R VTR
P RRE IS

ERR

=

X5
a
T
|
b
[
Ny
I\

)

o>

i 3

>
el

(V)

ol mf
i
af
i
1]

. By
it

i
WA
[1] D>

T

1)
il

ot I

mf}

%ﬁ?ﬂi?ﬁ“ﬁ%

KENEAREH
BEEREBAES
@GS

Kkﬁf\iﬁ
f@

Z B

129



Notes to the Consolidated Financial Statements

e

For the year ended 31 December 2014 &2 = F—F+=-H=+—HI F&E

3. SIGNIFICANT ACCOUNTING POLICIES 3. EAXE@:tHE (&)

130

(Continued)

RELATED PARTIES (Continued)
(b)  (Continued)

(vi)  the entity is controlled or jointly controlled by a
person identified in (a); and

(vij a person identified in (a)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of a
parent of the entity).

Close members of the family of a person are those family
members who may be expected to influence, or be
influenced by, that person in their dealings with the entity.

SEGMENT REPORTING

Operating segments, and the amounts of each segment
item reported in the financial statements, are identified from
the financial information provided regularly to the Group’s
most senior executive management for the purposes of
allocating resources to, and assessing the performance
of, the Group’s various lines of business and geographical
locations.

Individually material operating segments are not aggregated
for financial reporting purposes unless the segments
have similar economic characteristics and are similar in
respect of the nature of products and services, the nature
of production processes, the type or class of customers,
the methods used to distribute the products or provide
the services, and the nature of the regulatory environment.
Operating segments which are not individually material may
be aggregated if they share a majority of these criteria.
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

DISCONTINUED OPERATIONS

A discontinued operation is a component of the group’s
business, the operations and cash flows of which can be
clearly distinguished from the rest of the group and which
represents a separate major line of business or is part of a
single co-ordinated plan to dispose of a separate major line
of business.

When an operation is classified as discontinued, a single
amount is presented in the income statement, which
comprises the post-tax profit or loss of the discontinued
operation and the post-tax gain or loss recognised on
the measurement to fair value less costs to sell, or on the
disposal, of the assets or disposal group(s) constituting the
discontinued operation.

CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, which
are described in Note 3, the directors of the Company are
required to make judgments, estimates and assumptions
about the carrying amounts of assets and liabilities that are
not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience
and other factors that are considered to be relevant. Actual
results may differ from these estimates.
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4. CRITICAL ACCOUNTING JUDGMENTS 4.

AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

The estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised
if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both
current and future periods.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

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

Provision for inventories

Management reviews the ageing analysis of inventories of
the Group at the end of each reporting period and makes
provision if considered necessary. Management estimate
the net realisable value for such inventories based primarily
on the latest invoice prices and current market conditions.
At 31 December 2014, the carrying amount of inventories
was approximately HK$277,000 (2013: HK$614,000) after
netting off the allowance for inventories of approximately
HK$800,000 (2013: HK$800,000).
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CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Impairment of property, plant and
equipment

The recoverable amount of an asset is the greater of its net
selling price and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risk
specific to the asset, which required significant judgment
relating to level of revenue and amount of operating
costs, The Group uses all readily available information in
determining an amount that is a reasonable approximation
of the recoverable amount, including estimates based on
reasonable and supportable assumptions and projections
of revenue and operating costs. At 31 December 2014,
the carrying amount of property, plant and equipment was
approximately HK$11,957,000 (2013: HK$46,594,000) (net
of accumulated impairment loss amounted to approximately
HK$454,000 (2013: HK$ nil). Details are disclosed in Note
18.

Estimated impairment of goodwill and
intangible assets

Determining whether goodwill and intangible assets are
impaired requires an estimation of the value-in-use of the
cash-generating units to which goodwill has been allocated.
The value-in-use calculation requires the Group to estimate
the future cash flows expected to arise from the cash-
generating unit and a suitable discount rate in order to
calculate the present value. Where the actual future cash
flows are less than expected, a material impairment loss
may arise. As at 31 December 2014, the carrying amount
of goodwill amounted to approximately HK$6,403,000
(2013: HK$329,017,000) (net of accumulated impairment
loss amounted to approximately HK$1,104,316,000 (2013:
HK$849,350,000)) and carrying amount of intangible
assets amounted to approximately HK$59,206,000 (2013:
HK$252,987,000) (net of accumulated amortisation
and impairment loss amounted to approximately
HK$347,147,000 (2013: HK$223,609,000)). Details are
disclosed in Note 20 and 21.
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4.

CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

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

The acquired identifiable assets and liabilities had to be
measured at their respective fair values as at the date of
acquisition. The difference between the cost of acquisition
and the fair value of the Group’s share of net assets so
acquired should be recognised as goodwill at the end of
the reporting period or recognised in the consolidated
statement of profit or loss and other comprehensive
income. In the absence of an active market for the
business combination/acquisition transactions undertaken
by the Group, in order to determine the fair values of
assets acquired and liabilities assumed, the directors of
the Company had made their estimates according to the
valuation results produced by external valuers. During
the eighteen months ended 31 December 2013, the fair
value of identifiable intangible assets arising from the
acquisitions of Galaxy Palace Group Limited and HCH
Investments Limited are approximately HK$100,160,000
and HK$58,967,000 respectively. Details of the identifiable
intangible assets are disclosed in Note 21.
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CRITICAL ACCOUNTING JUDGMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Estimated impairment of trade
receivables and other receivables

When there is objective evidence of impairment loss, the
Group takes into consideration the estimation of future cash
flows. The amount of the impairment loss is measured as
the difference between the asset’s carrying amount and
the present value of estimated future cash flows (excluding
future credit losses that have not been incurred) discounted
at the financial asset’s original effective interest rate (i.e.
the effective interest rate computed at initial recognition).
Where the actual future cash flows are less than expected,
a material impairment loss may arise. As at 31 December
2014, the carrying amount of trade receivables and
other receivables are approximately HK$891,000 (2013:
HK$9,469,000) (net of allowance for doubtful debts
of approximately HK$41,000 (2013: HK$41,000) and
HK$3,332,000 (2013: HK$17,646,000) (net of allowance
for doubtful debt of HK$25,983,000 (2013: HK$nil)).

Income taxes

The Group is subject to income taxes in several
jurisdictions. Significant estimate are required in determining
the provision for income taxes. There are many transactions
and calculations for which the ultimate tax determination
is uncertain during the ordinary course of business. Where
the final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will
impact the income tax and deferred tax provisions in the
period in which such determination is made.
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5. CAPITAL RISK MANAGEMENT 5.

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

The capital structure of the Group consists of debt, which
includes convertible notes disclosed in Note 29, net of cash
and cash equivalents and equity attributable to owners
of the Company, comprising issued share capital and
reserves.

The directors of the Company review the capital structure
on a regular basis. As part of this review, the directors
of the Company consider the cost of capital and the
risks associates with each class of capital. Based on the
recommendations of the Directors, the Group will balance
its overall capital structure through the new share issues
as well as the issue of new debt or the redemption of the
existing debt.
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FINANCIAL INSTRUMENTS 6. RITHE
CATEGORIES OF FINANCIAL SRTEER
INSTRUMENTS
31 December
2014
—E-mF
+=ZA=+-—H
HK$°000
FBERT
Financial assets SEEE
At amortised cost bivg iR
Loan and receivables EREERFIE (21
(including cash and cash equivalents) RekBEEEEY)
Trade receivables Z 5 R K 891
Deposits and other receivables 7 K& H A FE WA 5,113
Cash and cash equivalents RBekBEEEEY 31,668
37,672
At fair value through profit or loss KB REATE
Derivative financial assets TEemEE -
37,672
Financial liabilities cRAs
At amortised cost bivg iR
Trade payables 2 5 EMNERR 10,326
Other payables and accruals H AT IE R
FEEtRIE 84,870
Deposits received Bz e -
Convertible notes gAY &5 148,768
243,964
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31 December
2013
—ET—=F
+=-A=+—H
HK$’000

FHET

9,469
18,472
10,966

38,907

711

39,618

5,256

47,463
149
142,240

195,108
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6.

138

FINANCIAL INSTRUMENTS (Continued)

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES

The Group’s financial instruments include trade receivables,
deposits and other receivables, loan and loan interest
receivables, cash and cash equivalents derivative financial
assets, trade payables, other payables and accruals,
deposits received, and convertible notes. Details of these
financial instruments are disclosed in respective notes. The
risks associated with these financial instruments include
market risk (currency risk, interest rate risk and price risk),
credit risk and liquidity risk. The policies on how to mitigate
these risks are set out below. The management manages
and monitors these exposures to ensure appropriate
measures are implemented on a timely and effective
manner.

Market risk

The Group’s activities expose it primarily to the financial
risks of changes in foreign currency, interest rates and price
risk.

Market risk exposures are further measured by sensitivity
analysis. There has been no significant change to the
Group’s exposure to market risks or the manner in which
it manages and measures the risk. Details of each type of
market risks are described as follows:
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FINANCIAL INSTRUMENTS (Continued) 6.

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)

Market risk (Continued)

Currency risk

Several subsidiaries of the Group have certain foreign
currency transaction, which expose the Group to foreign
currency risk.

ST A ()
tREREEBZREE @)

™ 15 EL bR (@)
B e b

AEBZETHBRRAEEETINER
5 SAKERHINERR

The carrying amounts of the Group’s USD denominated RBEBR NEBUETFEZEE
monetary assets and monetary liabilities at the end of BERESBENER@DAERT
reporting period are as follows:
Liabilities Assets
g8f EE
31 December 31 December 31 December 31 December
2014 2013 2014 2013
—T-=f —T-=%
—E2-mE t-A  =%-m% tZA
tZA=t-H =t—-B tZA=t-H =t-H
HK$'000 HK$'000 HK$'000 HK$'000
TET TR TET TR
usb £ 5,200 5,218 48 7,213

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

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)

Market risk (Continued)
Currency risk (Continued)

Sensitivity analysis
As HK$ is pegged to USD, the financial impact on
exchange risk is exposed to be insignificant.

Interest rate risk

The Group is exposed to fair value interest rate risk in
relation to the fixed-rate loan receivables, convertible notes,
and cash flow interest rate risk in relation to variable rate
bank balances for both years.

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

Price risk

The Group did not have investments in equity securities for
treasury purpose and therefore is not exposed to equity
price risk. The management has a policy to monitor the
Group’s exposure to price risk by maintaining a portfolio of
investments with different risk and return profiles and will
consider hedging the risk exposure should the need arises.
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

FINANCIAL INSTRUMENTS (Continued)

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)

Credit risk

As at 31 December 2014, the Group’s maximum exposure
to credit risk which will cause a financial loss to the
Group due to failure to discharge an obligation by the
counterparties provided by the Group is arising from the
carrying amount of the respective recognised financial
assets as stated in the consolidated statement of financial
position.

The Group has concentration of credit risk as 83.8% (As at
31 December 2013: 84.7%) of trade receivables due from
the Group’s largest customer of the Group in the PRC.
The Group’s concentration of credit risk by geographical
locations is in the PRC, which accounted for 100% (As at
31 December 2013: 100%) of total trade receivables as at
31 December 2014.

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

The Group deposited its cash and cash equivalents with
approved and reputable bank. Bankruptcy and insolvency
of the bank may cause the Group’s right with respect to
cash and cash equivalents held to be delayed or limited.
Management of the Group monitors the credit rating of
these banks on an ongoing basis, and considers that the
Group’s exposure to credit risk at 31 December 2014 and
31 December 2013 were minimal.

Further qualitative data in respect of the Group’s exposure
to credit risk arising from trade receivable disclosed in Note
25 to the consolidated financial statements.
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FINANCIAL INSTRUMENTS (Continued)

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES (Continued)
Credit risk (Continued)

Liquidity risk

In management of the liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group’s

operations and mitigate the effects of fluctuations in cash
flows.

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

The table includes both interest and principal cash flows.
To the extent that interest flows are floating rate, the
undiscounted amount is derived from interest rate curve at
the end of the reporting period.

Weighted Within
average 1 year
effective
interest rate demand
MERH 1ERE
BBz RER
% HK$'000
% Ti#n
At 31 December 2014 ZE-mE+=fZ1-H
Non-derivative financial liabilities FTELHAR
Trade payables EREMER - 10,326
Other payables and accruals HtERREREHFE - 84,870
Convertible bonds TRRES 1% 1,177
106,373
At 31 December 2013 —F-=%+-B=1+-H
Non-derivative financial iabilties HiTELRAR
Trade payables BHEMRER - 5,266
Other payables and accruals £t 3B R JE AT 2R - 47,463
Deposits received BliEe - 149
Convertible notes MARRE 11% 11,200
64,068
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More than More than Total
1 year but 2 years but More contractual Total
less than less than than  undiscounted carrying
2years 5 years 5 years cashflow amount
1ENE 2N E CEES ) KaEE
BT B5EUT S5E0E  REREAR ag
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TEn TER TER TER
- - - 10,326 10,326
- - - 84,870 84,870
162,937 - - 174,114 148,768
162,937 - - 269,310 243,964
- - - 5,256 5,256
- - - 47,463 47,463
= = = 149 149
1,177 162,937 - 185,314 142,240
1,177 162,937 = 238,182 195,108
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6. FINANCIAL INSTRUMENTS (Continued)

FAIR VALUE OF FINANCIAL
INSTRUMENTS

The fair value of financial liabilities are determined as
follows:

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

o the fair value of financial liabilities (excluding
derivative instruments) is determined in accordance
with generally accepted pricing models based on
discounted cash flow analysis;

° the fair value of derivative instruments is calculated
using quoted prices. Where such prices are not
available, use is made of discounted cash flow
analysis using the applicable yield curve for the
duration of the instruments for non-optional
derivatives, and option pricing models for optional
derivatives; and

° the fair value of financial guarantee contracts is
determined using option pricing models where the
main assumptions are the probability of default by
the specified counterparty extrapolated from market-
based credit information and the amount of loss,
given the default.
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FINANCIAL INSTRUMENTS (Continued) 6.

FAIR VALUE OF FINANCIAL
INSTRUMENTS (Continued)

Except for the liability component of convertible notes
which recorded at amortised cost as below, the directors
of the Company consider that the carrying amounts of
financial assets and financial liabilities recorded in the
consolidated financial statements approximately to their fair

ST E @

ST A AFEE @

R BEREAXNEERSD (BT
NXIABERAARR) IN RRABEZERR
AR BRRNEMEEREREA
ENEIENSREQTFE.

values.
31 December 2014 31 December 2013
“E-mE+ZA=1+-H “E-=&+tZA=1—H
Carrying Carrying
amount Fair value amount Fair value
REE AYE REE ATE
HK$°000 HK$°000 HK$'000 HK$'000
TEx TR THL FHL
Convertible notes pElEs 148,768 152,292 142,240 148,615

The fair value of the liability component is the present value
of the contractually determined stream of future cash flows
discounted at the interest applied at that time by the market
to instruments of comparable credit status and providing
substantially the same cash flows, on the same terms, but
without conversion option.
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FINANCIAL INSTRUMENTS (Continued) 6.
FAIR VALUE ESTIMATION
The following table provides an analysis of financial
instruments that are measured subsequent to initial
recognition at fair value, grouped into Level 1 to Level 3
based on the degree to which the fair value is observable.
Level 1
-8
HK$'000
TER
31 December 2014 “E-QF
+=A=+-H
Assets BE
Derivative financial assets ITESRERE -
31 December 2013 ~8-=f
t=A=t-H
Assets BE
Derivative financial assets ITESRERE -

There were no transfer between Level 1, 2 and 3 in both
year and period.
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Level 2 Level 3 Total
E-R =R @5t
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6.
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FINANCIAL INSTRUMENTS (Continued) 6.

FAIR VALUE ESTIMATION (Continued)

Some of the Group’s and the Company’s financial assets
and financial liabilities are measured at fair value at the
end of each reporting period. The following table gives
information about how the fair values of these financial
assets and financial liabilities are determined (in particular,
the valuation technique(s) and inputs used).

Financial assets

TREE

Derivative financial
assets

TTESRMEE

Fair value as at

RTBMzAYE

31 December 31 December Fair value

2014 2013 hierachy
—E-mEF —E—=F
+=ZB=+—-H +=—A=+—H8 2LFEER
HK$’000 HK$'000
TET THET
- 711 Level 2
BER

Neo Telemedia Limited
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BEZAFE(CEEMERNMGEER
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Valuation
techniques and  Significant

key inputs unobservable inputs
fRER M K&
TEBAE BEXFUBREBAE

Binomial Option  Risk-free rate,
Pricing Model applicable stock

price, volatility,

dividend vyield, credit

spread and liquidity

risk premium
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TURNOVER 7.
Turnover represents the net amounts received and
receivable for goods sold or services provided by the Group

to outside customers, less returns and discounts and sales
related taxes.

An analysis of the Group’s turnover for the year/period,

from continuing operations, is as follows:

Continuing operations BEKSEEK

Sale of telecommunication $HE A Em R RS

products and services
Transmedia advertising services 5 15 B8 & 25 AR 7%

Annual Report 2014
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N
< #A
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DM

12 months 18 months
ended ended

31 December 31 December
2014 2013
BE-Z-DF #HE_Z=F
+ZA=+t—-8B +ZA=1+—H
E+={@A IE+NMEA
HK$°000 HK$’000
FTHER THET

33,776 44,904

774 16,163

34,550 61,067

147



Notes to the Consolidated Financial Statements
GEMBHmRMET

For the year ended 31 December 2014 #EZ - ZF—[1F+—-H=+—HILFZE

8. EAMMUA KM

AEBREFHBELLEEB2FA/HR
HA WA R Wz oHran T

8. OTHER INCOME AND GAINS

An analysis of the Group’s other income and gains for the
year/period, from continuing operations, is as follows:

18 months
ended ended

12 months

31 December

31 December

2014 2013
BE-Z-—DF HE_ZT—=F
+=ZA=+—-8B T+ZHA=1—H
t+=@A L+ A
HK$’000 HK$’000
FTER FET

Continuing operations BEKSEEK
Bank interest income RATALE WA 65 50
Commission income Aa A - 9,750
Sundry income FIEUW A 690 1,171
Loan interest income B A B WA - 8,018
Exchange gain b i 2 - 1,539
755 20,528
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For the year ended 31 December 2014 #HZ—-=

SEGMENT INFORMATION

Information reported to the board of directors of the
Company, being the chief operating decision maker, for
the purposes of resource allocation and assessment
of segment performance focuses on types of goods or
services delivered or provided. This is also the basis upon
which the Group is organised and managed.

Specifically, the Group’s reportable and operating segments
under HKFRS 8 are as follows:

- Sale of telecommunication products and services
- Transmedia advertising services

The operating segments regarding the film exhibition, film
rights licensing and sub-licensing and artiste management
were discontinued during the year ended 30 June 2012.
The segment information reported below does not include
any amounts for these discontinued operations, which are
described in more detail in Note 14.

The Group reportable segments are strategic business
units that operate different activities. They are managed
separately because each business has different market and
requires different marketing strategies.
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For the year ended 31 December 2014 #Z - =

el

—F+—H=+—HIFE

SEGMENT INFORMATION (Continued) 9.
SEGMENT REVENUES AND RESULTS
The following is an analysis of the Group’s turnover and
results from continuing operations by reportable and
operating segment:
Continuing operations
Sale of telecommunication
products and services
HEERERREH
12 months 18 months
ended ended
31 December 31 December
2014 2013
#z S
“E2-mF I-=fF
+zBz+-8 +-A=+-E
=R IE+AEA
HK$'000 HK$'000
TER TEL
Turnover EE1 ] 33,776 44,904
Segment results PREE (485,849) 22,620)
Interest income HEHA
Share of loss of an associate El-HBERAEE
Unallocated corporate income KARDARA
Unallocated corporate expenses RARRFRT
Unallocated finance costs KARBERE
Loss hefore tax RitaER
Income tax credit FEHES
Loss for the year/period ER/BREE
Segment revenue reported above represents revenue
generated from external customers. There was no inter-
segment sales in both year/period. The accounting policies
of the operating segments are the same as the Group’s
accounting policies described in Note 3. Segment results
represent the loss suffered from each segment without
allocation of interest income, share of loss of an associate,
change in fair value of contingent consideration payable,
share-based payment expenses, central administration
costs, directors’ emoluments and finance costs. This is the
measure reported to the chief operating decision maker
for the purposes of resource allocation and assessment of
segment performance.
Neo Telemedia Limited
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7 EW SR EEA
R 2 BRI E DB D 2 A RERA
FRIGEEB 2 B EBREESTIT -

== e
HEGEE
Transmedia
advertising services Consolidated

BRERERS &&
12 months 18 months 12 months 18 months
ended ended ended ended
31 December 31 December 31 December 31 December
2014 2013 2014 2013
E HE B2 HE
“E-mF “3-=% —2-mE 3=
+ZA=+-B TZA=t-B +ZB=t+-B +ZA=t-H
=R ETMER g ) IETAfEA
HK$'000 HK$'000 HK$'000 HK$'000
TER T TER THL
74 16,163 34,550 61,067
(84,281) (322,460) (570,130) (345,080)
65 8,068
- (339)
- 93,587
(53,918) (72,618)
(23,279) (11,898)
(647,262) (328,276)
14,770 2,758
(632,492) (325,518)

EROBPRBERBINFEPZ
Hﬁl/\o MBS E, EARBED JREHE -
RED R TR EM AT 2 AN

BertBRER  nBEEEESDEM
A EE - WERD BN S EE—
R ERREE BNXRKEIRF
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SEGMENT INFORMATION (Continued)

For the year ended 31 December 2014 #HZ—-=

SEGMENT ASSETS AND LIABILITIES

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

Continuing operations

Segment assets HERE
Unallocated corporate assets AARAFEE
Consolidated assets GREE
Segment liabilties PEEE
Unallocated corporate libiities KARAAGE
Consolidated liabilities GREE

Sale of telecommunication
products and services
BESRERREE

31 December

2014 2013
L =
t=A=t-8 tZA=t-A
HKS'000 HK§'000
T TR
121,245 585,368
51,154 59,54
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31 December

R R

—FE+—H=+—HIFE

TREERAER
AEBRTLEN B2 HEQEEBE
ERAEAHMOT:

FEEEXRH

Transmedia
advertising services Consolidated
BREESERS g8

31 December 31 December 31 December 31 December
2014 2013 2014 2013
“2-mfF —2-=% —2-mF —E-cF
t=A=+-8 fZA=t-A +ZA=t-B +ZA=1-E
HK$'000 HK$'000 HK$'000 HK$'000
TiEn i TEn TAL
15,059 98,223 136,304 683,091
11,41 59,897
147,775 743,488
1,685 6,398 52,839 65,932
198,005 175,992
250,844 241,924
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9. SEGMENT INFORMATION (Continued) 9. DEER 1)
SEGMENT ASSETS AND LIABILITIES THEEREE W
(Continued)
Continuing operations (Continued) FEEEEH @)
For the purpose of monitoring segment performances and REENHENRRARYERZERIER -

allocating resources between segments:

e all assets are allocated to operating segments other e BRARDPERREE(ZEBEET
than unallocated corporate assets (mainly comprising TER IR - & N H A FE YR IE LA
certain of prepayments, deposits and other ETESRBE)IN TEEEDS
receivables, and derivative financial assets); and DRTEEDE: &

e all liabilities are allocated to operating segments e KRARIEAFRBE(XEBFERK
other than unallocated corporate liabilities (mainly R EASARE HEab R
comprising receipts in advances, contingent E R ERTRIB R AT R EE) )
consideration payable, other payables and accruals, FIBEERH PR TREDE

and convertible notes).
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

SEGMENT INFORMATION (Continued)
OTHER SEGMENT INFORMATION

Continuing operations

Sale of telecommunication Transmedia
products and services advertising services Unallocated Consolidated
HETRERREH BREEERE AE &8
12 months 18 months 12 months 18 months 12 months 18 months 12 months 18 months
ended ended ended ended ended ended ended ended
31December 31 December 31 December 31 December 31 December 31 December 31 December 31 December
2014 2013 2014 2013 2014 2013 2014 2013
Bz S Bz Bz HE Bz 2
—2-pE = Z2-mE %= ZE-pE
TZA=1-H tZA=t-R +zA=t-B TtZA=t-R tzA=t-B f=A=1-H
=88 ) IET/\EA =R AR E+=f8R IET/\EA
HK$'000 HK$ 000 HK$000 HKS'000 HK$'000 HK$ 000 HK$'000 HKS'000
TR Tén Tén T T Tén TEn T
Amount included in the measure of TEABRERAENLE:
segment results
Capitel expendiiure BRRX 29,257 208451 - 76317 2 4 29,278 284812
Change i fair value of contingent AREZATEED
consideration payable - - - - - (93,587) - (93,587)
Depreciation of property, plant and equipment RENE 97 2,308 4617 8,753 183 260 51 11316
Amortisation of intangiole assets 21,300 21472 1,574 14,887 - - 34,874 36,359
Loss/(gain) on disposal of property,
plant and equipment 1 (1,319 537 6,042 - - 538 4728
Impairment loss recognised in respect of property,
plant and equipment 454 - - - - - 454 -
Impairment loss recognised in respect of
intangible assets 28,112 - 61,000 23,769 - - 84,802 28,769
Impairment loss recognised in respect of goodwil 254,966 16,222 - 285,775 - - 254,966 301,997
Impairment loss recognised in respect of
other receivables 18,364 - 7,826 - - = 26,190 =
Net loss on de-consolication of a subsidiary
174,024 = - = - = 174,024 =
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For the year ended 31 December 2014 #Z - =

—F+—H=+—HIFE

9. SEGMENT INFORMATION (Continued) 9. DEEM
OTHER SEGMENT INFORMATION HirBER (a0
(Continued)
Continuing operations (Continued) FEREEXER ()
Capital expenditure for the 12 months ended 31 December @E:%*E¢+ZHE+*E¢+Z
2014 includes additions resulted from acquisition through BEAMERNHAZBRIERABBRELS I E
business combinations, amounting to approximately THEMEEANARE ©EORTAET
HK$nil (for the 18 months ended 31 December 2013: (BEZZ—=F+=ZHA=+—H1E+N
HK$163,908,000). & A : 163,908,000/ 7T ) °
Amounts regularly provided to the chief operating decision FHRETFIELEAREBATEER
maker but not included in the measure of segment results DHEERIDBEEFENSE:
or segment assets:
Sale of telecommunication Transmedia
products and services advertising services Unallocated Consolidated
HERAERREE EREESRE RAR B
12 months 18 months 12 months 18 months 12 months 18 months 12 months 18 months
ended ended ended ended ended ended ended ended
31December  31December 31 December  31December 31 December 31 December 31 December 31 December
2014 2013 2014 2013 2014 2013 2014 2013
Bz S 8z e Bz EES 8z
—3-pE 3% —E-mE —E5-cF —3-mE 3=k F-mE
t-fp=t-8 ftzA=t-B t=A=t+-B ftZA=t-8 t=A=t+-B ftZA=ft-B tzA=t+-B 1=
t+=fif  tAER t+=f8R LET/EA t+=fif  tAER E+=f8R E+AER
HK$'000 HKS 000 HK$'000 HK$ 000 HKS$000 HK$ 000 HK$'000 HK81000
TER Tan T Thn TER Tix TER Tax
Interest income HERA 2% 2357 39 4707 1 98¢ 65 8,068
Finance costs BERK 9% 88 - - 23,219 11,89 2,373 11,986
Incore tax creclt/fexpense) fiEHEs/ (Fx) 12,631 (807) 2139 3565 - - 14,770 2758
Neo Telemedia Limited
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

SEGMENT INFORMATION (Continued)

OTHER SEGMENT INFORMATION
(Continued)
Information about major customers

Turnover from continuing operations from major customers
of the corresponding year/period contributing over 10% of
the total turnover of the Group are as follows:

'Customer A HPA
2Customer B X B
'Customer C BFC
'Customer D = FD
'Customer E = PE

! Sale of telecommunication products and services
2 Transmedia advertising services

Geographical information

The Group’s operations are mainly located in Hong Kong
and the PRC.

Information about the Group’s revenue from continuing
operations from external customers is presented based on
the geographical location of the customer, and non-current
assets information is presented based on the geographical
location of the assets.

The Group’s revenue from external customers and
information about its non-current assets by geographical
location are detailed below:
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12 months 18 months
ended ended
31 December 31 December
2014 2013
BE-Z—NF HE_ZT—=F
+=—A=+—-8B +ZA=1+—H
t+={@A LE+NAEA
HK$’000 HK$’000
THER FAT
N/A TiE A 6,544
N/A TE A 13,178
12,461 N/A 38 A
6,550 N/A 1@
5,664 N/A 3@ F
24,675 19,722
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

9. SEGMENT INFORMATION (Continued) 9. PEEF =
OTHER SEGMENT INFORMATION Hit 2 EER (@)
(Continued)
Revenue from
external customers Non-current assets*
REMBEFHBA FrBEE
12 months 18 months
ended ended
31 December 31 December 31 December 31 December
2014 2013 2014 2013
Bz BZE
—E-MF 2=

+ZB=+-B +t-f=+-B -B-mE -%-=
Lt=@F  tAER tzA=t-B t-A={-A

HK$'000 HK$'000 HK$'000 HK$'000
T THT TiEn THL
Continuing operations RELEER
Name of the country wEH
Hong Kong BE - - 226 388
The PRC (excluding Hong Kong) HE(TRERS) 34,550 61,067 99,033 628,210
34,550 61,067 99,259 628,598
* Information about the Group’s non-current assets, other - BRAAEB ZIERBEE (KX —HE=
than interest in an associate, is presented based on the NElZ RN 2 ER TIREE 2
geographical location of the assets. EEHE5]
156 Neo Telemedia Limited
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

10. FINANCE COSTS

10. BB KA

12 months 18 months
ended ended
31 December 31 December
2014 2013
BE-Z—N§g HE_T—=F
+ZA=+—-H +=ZHA=+—H
IE+=M@A LE+ @A
HK$°000 HK$’000
FTERT FAET
Continuing operations BELSEEK
Effective interest charged on AR R WEL 2
convertible notes (Note 29) EEFE (FFE29) 17,728 11,898
Interest on short-term loan HEHEZHE 5,551 =
Bank interest expenses RITH EFAX 94 88
23,373 11,986
11. INCOME TAX CREDIT M. IEHER
12 months 18 months
ended ended
31 December 31 December
2014 2013
BE-Z-OF BE_ZT—=
+=—A=+-8B +ZA=1+—H
IE+=M@A LE+AEA
HK$’000 HK$'000
Continuing operations BERKEEE FET FET
Current tax: BIEAFRIA :
— Hong Kong Profits Tax —BAEMEE - =
- PRC Enterprise Income Tax — R B SEATIE - 5,429
— Over-provision for prior year/period —REFE HH
B (5,248) -
Deferred tax (Note 30) BT E (MiEE30) (9,522) (8,187)
Total tax credit I 2 4258 (14,770) (2,758)
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

158

INCOME TAX CREDIT (Continued)

Hong Kong Profits Tax is calculated at 16.5% of the
estimated assessable profit for both years. Hong Kong
Profits Tax has not been provided for in the consolidated
financial statements as the Group has no assessable profits
arising in Hong Kong for both years.

Under the Law of the PRC on Enterprise Income Tax (the
“EIT Law”) and Implementation Regulation of the EIT
Law, the tax rate of the PRC subsidiaries are 25% from 1
January 2008 onwards.

Pursuant to the relevant laws and regulations in the PRC,
a subsidiary of the Company, being qualified as a new
and high technology enterprise, is eligible for a preferential
Enterprise Income Tax rate of 15%.

Neo Telemedia Limited
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Notes to the Consolidated Financial Statements

R R

For the year ended 31 December 2014 #HZ_—F—WWF+=-HA=+—HIFF

1. INCOME TAX CREDIT (continued)

The income tax credit for the year/period can be reconciled
to the loss before tax from continuing operations per
the consolidated statement of profit or loss and other
comprehensive income as follows:

1. FT12

4 58 (#55)

FA/HAMGHRERRGEERELE
fEEKERARERFBELERTG 2R
WA B AR T -

12 months 18 months
ended ended
31 December 31 December
2014 2013
BE-Z-—DNF #HEZZT—=
+=ZA=+—-8 +=-A=+—8H
tE+=18A LE+NEA
HK$’000 HK$’000
Continuing operations BELSEER THERT FET
Loss before tax B 5% Bl 5 18 (647,262) (328,276)
Tax at applicable domestic income tax ZEMER R EEHE
rate of 16.5% (2013: 16.5%) 16.5%=t B K I8
(ZE—=%F:16.5%) (106,798) (54,166)
Tax effect of share of loss of an associate e —FHEE A RBE 2
MR8 - 55
Tax effect of expense not deductible for BT S A kR
tax purpose RX B8 113,950 60,746
Tax effect of income not taxable for G A TON=R \u%ﬁ
tax purpose WA Z s 2 (6,042) (11,085)
Over-provision for prior year/period BEFE B2 BEEE (5,248) -
Tax effect of tax losses not recognised RERBIBBEZ
M2 10,363 5,875
Utilisation of tax losses previously BABERERZ
not recognised 18 E5 e (1,899) =
Tax effect of deductible temporary RER TG K
differences not recognised ERBGR 2 (9,522) (8,187)
Tax effect of difference tax rates of REAM DA R L&/
subsidiaries operating in other jurisdiction MEBARKBEER 2
MIEFE (9,574) 4,004
Income tax credit for the year/period FR/HARMEHER (14,770) (2,758)

Details of deferred tax are set out in Note 30.
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

12. LOSS BEFORE TAX

Continuing operations

LLoss before tax has been arrived at
after charging/(crediting):

Staff costs, including
directors’ remuneration (Note 15)
— Salaries, wages and other benefits

— Share-based payments
— Contributions to retirement benefits
schemes

Total staff costs

Depreciation of property,
plant and equipment

Amortisation of intangible assets

Impairment loss recognised in respect of
intangible assets

Impairment loss recognised in respect of
goodwill

Impairment loss recognised in respect of
other receivables

Impairment loss recognised in respect of
property, plant and equipment

Net loss on de-consolidation of a subsidiary

Exchange difference, net
LLoss on disposal of property,
plant and equipment, net

12. BRI AT E 1B

BEEERY

BREAEEEMG,
(FEA) AT &IE:

EIRA BEEEHE
(BizE15)
54 I8k
H 45 F
— AR D A E R A 3R
—RIRRRFI A B 5K

@

7

3 TR
ME BERRETE

i

\

B A EHH

BT B ERHR
BB 1R

LR E R
BB 1R

o E fth FE UL TR HE R
B EE1E

Y E BB kR EHER
BB 1R

BUR#R & AfR—E]
Loy=FNCIPd bk

ERER FHE

HEME BEREREZ
RS

Auditors’ remuneration Z SR B
— audit service — B 2R
— non-audit service —EBEZRT
Minimum lease payments under operating RHAMEZCEHER
lease in respect of rented premises RIS MK
Cost of inventories recognised as expense ERRARI 2 FERE
160 Neo Telemedia Limited
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12 months
ended

31 December
2014
BZz-Z2-N0F
+t=A=+-—H
E+=18A
HK$’000
FTEx

15,277

113
15,390

5,771
34,874

84,802
254,966
26,190
454

174,024
595

538

1,080
166

6,118
10,131

18 months
ended

31 December
2013
HE-ZT—=F
+=—R=+—8
IE+\@A
HK$’000

FAET

36,711
30,490

144

67,345

11,316
36,359

(1,539

4,723

1,080

7,193
905



Notes to the Consolidated Financial Statements

REMBHRRME

For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

13. LOSS PER SHARE 13.

The calculation of the basic loss per share is based on
the loss for the year/period attributable to owners of the
Company and the weighted average number of ordinary
shares.

FROM CONTINUING AND
DISCONTINUED OPERATIONS

The calculation of the basic and diluted loss per share
attributable to owners of the Company for the year/period
from continuing and discontinued operations is based on
the following data:

T E 8

BEREABERIREARRER ARA
TR, BB E R R 1 @ R AR #

HEo
Al 7+

REFERRILEERK

AATEA ARG ERK I EEETY
£ 79/ 8 PO 5 AR EL A 8 RS9 T A
TR E

12 months 18 months
ended ended

31 December 31 December
2014 2013

BE-Z-DmF #BE-T =F
t=A=t-B +=ZA=f-H
t+=f@A IE+AEA

HK$’000 HK$’000
FEx FHET
Loss for the year/period attributable to owners AR FIEHE A BIEFE R,/
of the Company and loss for the purpose of ~ HEAAEIE & AT E
basic and diluted loss per share BREAREEEE
&8 567,394 315,736
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

13. LOSS PER SHARE (Continued) 13. IR EE ()

FROM CONTINUING AND
DISCONTINUED OPERATIONS (Continued)

Weighted average number of ordinary ARG ESRERK
shares for the purpose of basic and BEBE TRR
diluted loss per share DnFE 35 8

The computation of diluted loss per share does not assume
the conversion of the Company’s outstanding convertible
notes since their exercise would result in an anti-dilutive
effect on loss per share.

The computation of diluted loss per share does not assume
the exercise of the Company’s share options and warrants
because the exercise prices of those share options and
warrants were higher than the average share price for 2014
and 2013.

162 Neo Telemedia Limited
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12 months 18 months
ended ended

31 December 31 December
2014 2013

BE_Z2-NF BE_T-=F
+=A=+-8 +tZA=1-H
It+=f@A LEtHAEA

’000 '000
FB F R
2,673,825 2,413,657

AAEEREEEERY TMRRABAR
BRBEIN R RE  REITER S
HEREBEZREITE-

HR-ZE—NFR-_T—=FEREK
RREFENTEESN FHRE G
EEREEERRYBERITEARR
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REMBHRRME

For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

13. LOSS PER SHARE (continued)
FROM CONTINUING OPERATIONS

The calculation of the basic and diluted loss per share from
continuing operations attributable to the owners of the
Company is based on the following data:

Loss for the year/period attributable to owners 22 A1 A A FE(L

of the Company and loss for the purpose of &R,/ HAR &8 I
basic and diluted loss per share AR ESRER R
BEBE &R
Profit for the year/period from RIS E TS 2
discontinued operation FR,ERE

Loss for the purpose of basic and diluted loss Fi 7 5 & 15 48 48 &
per share from continuing operations

BEBR BB

The denominators used are the same as these detailed
above for both basic and diluted loss per share.

FROM DISCONTINUED OPERATION

The basic and diluted earnings per share for the
discontinued operation for the 12 months ended 31
December 2014 is HK$nil (for the 18 months ended 31
December 2013: loss of HK$0.01 cents) per share, based
on the profit for the year from the discontinued operations
of approximately HK$nil (for the 18 months ended 31
December 2013: HK$333,000) and the denominators
detailed above for both basic and diluted loss per share.
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13. FIRETIE (8)

REFBEEERE
ARTEEABMGERFEEEEB 2 TR
R RS IR T IROA TR

12 months 18 months

ended ended

31 December 31 December

2014 2013
BE-Z-—NF HE=-ZT—=

+=ZA=+-H +=ZA=+—8

IE+=@A LE+AEA

HK$’000 HK$'000

FET FBT

567,394 315,736

- 888

567,394 316,069

B9 B 8L L SR B (Rt EL SR
REERAzHEAR

KERIEEEER
HE-_Z—NE+-_A=+—HIt+=
A RIEKEEEB 2 BREAREER
MAESHREET (BE-_T—=F+_F7
=+—HB1E+ /@A : EE0.01HE ) -
TIiRBAR IF SR ETE 2 F N RN E
T(BE-Z—=F+=-A=+—H1L
+ A\ & A : 333,000% 7t ) & X ¥ ai B
BT EEREAREEGEB DB mat
%,
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e

For the year ended 31 December 2014 &2 = F—F+=-H=+—HI F&E

14. DISCONTINUED OPERATION

On 21 June 2012, the Group entered into a sale agreement
to dispose its wholly-owned subsidiaries, namely Getbetter
Enterprises Limited and its subsidiaries (‘Getbetter
Group”) and B&S Group Limited and its subsidiaries
(“B&S Group”). Upon completion of the disposal on 28
September 2012, Getbetter Group and B&S Group ceased
to be subsidiaries of the Group and the business of film
exhibition, film rights licensing and sub-licensing and artiste
management which were solely carried by Getbetter Group
and B&S Group respectively, have become a discontinued
operation of the Group. Details of disposal of Getbetter
Group and B&S Group were set out in the Company’s
circular dated 13 July 2012.

The profit for the period from discontinued operation is
analysed as follows:

Loss for the period BN EE

RIS E TS

AEBER-_ZE——_F~A=-+—8H
A1 3 & ek Mu”j EHZEKHBAA
Getbetter Enterprises Limited & £ B A
7] ([ GetbetterfE @ |) LA &2B&S Group
Limited &2 E I~ 7] ([B&SEE ) - fF
HPEEFEHR-_T——FhLA=+/\BE
k1% » Getbetter®c Bl R B&SEE K T~H A
NEBEZHBAF - B{EHGetbetterte B
MBRSEE S R & B - EEAR
BERERERESAEEZEBRDK AR
SEM—BERIELCEES- Getbetterw
B &B&SEE ML EFBHNA AR

HAE—ZT——F+A+=A1 E@%EILW

RITREERG 2 AR DT -

18 months
ended
31 December

2013
BE-2-=
+=A=+-8

I\ A
HK$'000

TET

(147)

Impairment loss recognised in respect of HIFEHEEERR OREEE

assets held for sale

Gain on disposal of subsidiaries (Note 35) HEK B AR 2 das (HFE35) 480
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For the year ended 31 December 2014 #HZ—-=

—FE+—H=+—HIFE

14. DISCONTINUED OPERATION (Continued) 14, 88 1R E 2T ()

The results which have been included in the consolidated FFAGREER R EMEEWNERZEE
statement of profit or loss and other comprehensive (N

income, are as follows:

Turnover

Cost of sales

Other income and gains
Administrative and other expenses

Loss before tax
Income tax credit

Loss for the period

Profit/(loss) for the period from discontinued

operation include the following:

Minimum lease payments under operating leases

on land and buildings

Employee benefits expense

Impairment loss recognised in respect of
other receivable

Cash flow from discontinued operation
are as follows:

Net cash outflow from operating activities

Net cash inflow from investing activities

Net cash outflow

ERE
HERA
H A A R ez
TR R E b &

BRBL AT B 18
Frspif e

MAER

RIERE R 2 A
A (B8R T
THREEZKLEHE
REEE MR
B B @ HIF <
A HL U R
(B B 1R

BRI E R 2
ReEmRBOT:

REKEEB RS LT

KEREZH 2
WEMAFE

RERHFEHE

THHER
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18 months
ended
31 December
2013
HE-_ZT—=
+=—A=+—8
LE+A@EA
HK$’000
T
33
(10)
21
(191)

(147)

(147)

76
67

15

21
(65)
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

15. DIRECTORS’ REMUNERATIONS 15. & 5 % o

12 months ended 31 December 2014
BE-E-BETZA=T-ALt=ER

Salaries, ~ Contributions

wages  to retirement Share-
and other benefits based
Names of directors jE4:2 Fees benefits schemes payments

Be IER  EfEF URA A

ik AbREA HEE EEOGR
HK$'000 HK$ 000 HK$ 000 HK$ 000
TEx TEx TEx TEx

Executive directors: HTEs:
Mr. Li Hongrong (Note a) FRRSE (Wita) - - - -
Mr. Theo EDE (Note b) Theo EDE 4 ) 5 286 - -
Mr. Zhang Xinyu (Note ¢) RHFRE 46 1,010 12 -
Mr. Lian Xin (Note d) BHEE( 18 127 - -
Mr. Cheung Sing Tal (Note d) FERLAE (HEd) 126 1,200 17 -
Independent non-executive BUFHTES:

directors:
Professor Song Junde (Note i) RikiE 8 - - -
Professor Chen Lujun (Note ) BRE - - - -
Mr. Lam Kin Kau, Mark (Note k) BREIRE A (M3 13 - - -
Dr. Jih Chyi Leu (Note ) Jh Chyi Leuf8 £ (M) 7 201 - -
Mr. Leung Ka Wo (Note €) RFMEAE (Mite) 13 - - -
M. XiLina (Note ) 2Bt 5 - - -
Ms. Lu Zhuo (Note g) gt (fizg) 19 - - -
Mr. Chou Jianzhong (Note ) BEBSEE (Mitn) % - - -

524 2,923 29 -

Notes:
a) Resigned on 21 June 2013

b) Removed on 18 March 2014

C) Appointed on 15 June 2012

d) Appointed on 21 June 2013

e) Appointed on 20 March 2014

f) Appointed on 16 May 2014

g) Appointed on 20 March 2014 and resigned on 16 May 2014

=3

Appointed on 20 March 2014
i) Retired on 17 March 2014
i) Resigned on 18 June 2013
k) Removed on 18 March 2014

Mr. Cheung Sing Tai was also the chief executive officer of
the Company and his emoluments disclosed above include
these for service rendered by him as the chief executive
officer for the twelve months ended 31 December 2014 (31
December 2013: Zhang Xinyu).

Of the five highest paid individual, three (for the 18 months
ended 31 December 2013: two) were directors of the
Company and remuneration has been disclosed above.

Neo Telemedia Limited
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18 months ended 31 December 2013
BE-T-ZH+-A=t-HILTNEAR

Salaries,  Contributions

wages toretirement Share-
and other benefits based
Total Fees benefits schemes payments Total
5% TER RINER AR
it e Efb A SRR ERBAR @it
HK$000 HK$000 HK$'000 HKS$'000 HKS'000 HK$'000
FhR L L FiEn FiEn TR
- 11 2,17 10 5618 7810
291 24 282 - 2,809 3115
1,068 P2 1,800 - 5618 7442
145 13 185 = = 198
1,442 13 556 6 - 575
8 36 - - 562 598
13 85 - - 562 647
208 526 - - - 526
113 - - - - -
75 - - - - -
19 - - - - -
9% - - - - -
3476 732 4994 16 15,169 20911
BT -
a R-ZZE—=FA-+—H&HEF
by RZZE—WF=A+/\BHEEE
0 RZTE-—-—FXATHAEZE
d) RZE—=F A+ —HEZ®E
e) MNITE—NF=A_+tHEZE
f) RZZE—NFRAATABZAE
g9 RZE—NF=ZA-+THEZAEIR=
T—NFERATNHEE
h) R-E—NE=ZF-_+HEZT
i) RZZE—NE=A+tHRME
) RZZE—=FAT+N\BEE
K RZZE-—HF=A+/\BHHELE

RERLENGBARRITREE  £X
B G EERNE8E2E—F—
F+_A=+—BLEt+_@AEETHR
BYE(ZE—=F+=-A=+—H:FKH
F) IR AR A Hr M o

hEReaFMALY =2 (BE_-F
—=Ft+t-A=t—BLk+N\EA: M
B)RBARRES FMO R EXHE-



15.

106.

Notes to the Consolidated Financial Statements
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

DIRECTORS’ REMUNERATIONS

(Continued)

There was no arrangement under which a director waived
or agreed to waive any emoluments in respect of the 12
months ended 31 December 2014 (for the 18 months
ended 31 December 2013: nil).

During the 12 months ended 31 December 2014 and the
18 months ended 31 December 2013, no emoluments
was paid by the Group to the directors of the Company
as an inducement to join or upon joining the Group, or as
compensation for loss of office.

INDIVIDUALS WITH HIGHEST
EMOLUMENTS

Of the five individuals with the highest emoluments in the
Group, three (for the 18 months ended 31 December 2013:
two) were directors of the Company whose emoluments
are included in the disclosures above. The emoluments of
the remaining two (for the 18 months ended 31 December
2013: three) highest paid individuals during the year/period
were as follows:

Salaries, wages and other benefits
Share-based payments
Contributions to retirement benefits schemes
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15.

16.

e TEREMRER
DA (7 BB B 9 3K
EIRRE MBI

EEHM )

HE_ZT-—NF+-_HA=+—HIE+=
@A BEEEREXREHELMAHE
2R (BE-_ZT—=F+=-A=+—
BiE+ARBA:Z)-

BE-T-HMF+-A=+—HL+=
BARBE=_TE—=F+=A=+—H
E+NEBR AEEYERAERARRES
S ERBE  ERMAKEMARE
Bz RE A AR E -

= =0 o A8 Bl A

AEBRERESFHENALR =4
(Bz—ZT—=+-A=1+—HI1+AN
BA:MB)ARAES BHEZHHE
RENXEE -FRHR HHEWRE (F
2 F—=F+"A=+—HIt+/\f@
R =%) &= 5 BE B A & 2 3 B a0
T

12 months 18 months
ended ended

31 December 31 December
2014 2013
BE-Z—DF BHE_ZT—=F
t=A=t+-8 +-A=t-H
rF+={@A L+ A8 A
HK$’000 HK$'000
FTER FAET

1,741 1,253

- 8,684

29 20

1,770 9,957
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

16. INDIVIDUALS WITH HIGHEST
EMOLUMENTS (continued)

16. B = 27 I E B A £ ()

The emoluments of the remaining two (for the 18 months
ended 31 December 2013: three) highest paid individuals

fell within the following bands:

Emolument bands
Nil to HK$1,000,000
HK$1,000,001 to HK$1,500,000

HK$3,000,000 to HK$3,500,000

HFHEE

£ 21,000,000/ 7T

1,000,001 L=
1,500,000/ 7T

3,000,000/ L=
3,500,000/ 7T

During the year/period, no emolument was paid to the five
highest paid individuals as an inducement to join, or upon
joining the Group, or as compensation for loss of office (for
the 18 months ended 31 December 2013: Nil).

During the 18 months ended 31 December 2013, share
options were granted to directors, highest paid employees
in respect of their services to the Group, and further details
of which are included in Note 32 to the consolidated
financial statements. The fair value of such options, which
has been charged to the consolidated statement of profit or
loss and other comprehensive income, was determined at
the date of the grant and was included in the above non-
director highest paid employees’ remuneration disclosures.

At 31 December 2014, the directors of the Company held
share options under the Company’s share option schemes.
Details of the share options are disclosed under the
paragraph “Share option schemes” in the report of the
directors and Note 32.

Neo Telemedia Limited
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HEHRMB (BE T =F+_A=+—
BIE+\EAR : =%) RS FHMERN AL

ZEHMWATATEHER :
12 months 18 months
ended ended
31 December 31 December
2014 2013
BE-F-NF HE-T-=%F
+=ZA=+-H +=ZA=+—8
E+={@A LE+AEA
HK$’000 HK$’000
FHET FBT
1 -
1 -
- 8

FAHN RNEBBER L&KM
BRI AL ME ARSI HFMARE
B MARNEERERSRSKIERRE
BHE(BE_Z—=F+_RA=+—
BlE+NAEA &) -

REBE_Z-—Z=ZF1T_A=1t—RH1Lt
TER AEERES ReFMESR
HAREE 2R AKER T REERE A
REBNE-THBLBRGRAMBR
RMPES2 DA BREREMEERK
SR AR EBEBREZ A FERER
HEMEEL R EXFFES &=

R-ZE—NF+-_A=+—H AQRE
ERBADIBREGEIFAERE-
EHEEREZFBIRESSME (B
PRAEET &I — B M FES2h #: 55 -



Notes to the Consolidated Financial Statements

R R

For the year ended 31 December 2014 #Z_—F—WWF+=-HA=+—HIFF

17. DIVIDENDS 17. BB

No dividend was paid or proposed during the 12 months HE_Z—NF+-_A=+—H1E+=
ended 31 December 2014, nor has any dividend been & A I R s R IR B B EHR
proposed since the end of the reporting period (for the 18 RAAERKTARE (BHEZS—=F
months ended 31 December 2013: nil). +—A=+—HIt+tN\@EA:&)-

A R X
18. PROPERTY, PLANT AND EQUIPMENT 18. W% M= M &
Leasehold
Leasehold Office Furniture Motor Traffic of network
improvements equipment and fixtures vehicles signboards equipment Total
HENELE BAERME BRREE RE REETE PERIEEE @zt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHL TAT TAT THT THT FAHL FHL
Cost
At 1 July 2012 g = 620 13,622 249 3,526 31,570 - 49,587
Exchange realignment B 1 802 121 448 4,900 959 7,231
Additions NE 530 977 44 - - 27,860 29,411
Acquired on acquisition o EREEH B AIMEBA
subsidiaries (Note 34(a) (B34 R (b))
and (o) 64 835 3,882 - - - 4,781
Disposals e - (1,098) - (3,407) (10,346) - (14,851)
At 31 December 2013and  R=F—=%
1 January 2014 +ZA=+-HEk
—T-mFE-A—A 1,215 15,138 4,296 567 26,124 28,819 76,159
Exchange realignment ER AR ®) (237) 1,672 (126) (385) - 916
Additions WE = 286 1,495 = - - 1,781
De-consolidation of a 0= -UN |
subsidiary (Note 36) B A (H336) = (4o7) S 5 = (28,819) (29,226)
Disposals HE - (10) - - (1,296) - (1,306)
At 31 December 2014 N Sik3
+=-A=+—H 1,207 14,770 7,463 441 24,443 - 48,324
Accumulated R ERAE
depreciation and
impairment
At 1 July 2012 R-E——%tA—H 199 13,337 84 2,556 7,167 = 23,343
Exchange realignment B A% 132 538 (169) (467) 3,020 - 3,054
Provided for the period R E 163 1,451 270 358 9,074 = 11,316
Eliminated on disposals HE R - (1,542) - (2,328) (4,278) - (8,148)
At 31 December 2013and  R=E—=F
1 January 2014 +ZA=+-ARk
—Z-NE-f—H 494 13,784 185 119 14,983 - 29,565
Exchange realignment B 5 3% (136) 561 1,883 174 (1,136) - 1,346
Provided for the year FREE 325 162 686 84 4,514 - 5,771
Impairment loss recognised ~ FAE A EEE
during the year 390 64 - - - - 454
De-consolidation of a 0= - UN |
subsidiary (Note 36) M~ &) (Bi7E36) - (19) - - - - (19)
Eliminated on disposals BB MR - ©) - - (741) - (750)
At 31 December 2014 Z-MmE
+-A=+—H 1,073 14,543 2,754 377 17,620 = 36,367
Carrying values REE
At 31 December 2014 R-Z-MW%E
+=A=t-8 134 227 4,709 64 6,823 - 11,957
At 31 December 2013 R--=%
+=-A=+—-A 721 1,354 4111 448 11,141 28,819 46,594
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For the year ended 31 December 2014 #Z —ZF—[1F+=-H=+—HILF/ZF

18. PROPERTY, PLANT AND EQUIPMENT

(Continued)

Depreciation charge of approximately HK$4,878,000 (for
the 18 months ended 31 December 2013: HK$8,581,000)
with respect of office equipment and traffic signboard
has been included in cost of sales in the consolidated
statement of profit or loss and other comprehensive income
during the year ended 31 December 2014.

During the year ended 31 December 2014, the directors
conducted a review of the Group’s office equipment and
determined that a number of these assets were impaired,
due to physical damage and technical obsolescence.
Accordingly, impairment losses of approximately
HK$390,000 (18 months ended 31 December 2013:
HK$NIl) and HK$64,000 (18 months ended 31 December
2013: HK$NIl) respectively have been recognised in respect
of office equipment and other assets, which were used in
the segment of sale of telecommunication products and
services.

19. INTERESTS IN AN ASSOCIATE

18. W% - W& K& (|

PAERERRBIETENTERSZLD
4,878,000 L (BE2—_E—=F+=_A4
=+—HIt+/\{8A :8,581,000/% ) E
AAEE_ZE-—WNFE+-_A=+—HIL
FEZEABREREMEE KSR
ZSHE KA o

HE_E-—ME+_A=+—HIFE "
EEHASERAETRBETTIHLE
EATRZESEEERE RELWEIRE
BRIEMRE - Bt EFAREEEA
EmERESBOBRAZRERLME
EE T SRR (B 5 18 9 51 49 /390,000 7T
(BE—ZT—=F+-A=+—RHIt+AN

@l 5 : =% 75) 64,0008 7T (2 - =
—=F+_-_A=+—HBIt+ /@R : =
BIT) e

19. X — MR E RN Bl 2 #am

31 December 31 December

2014 2013
— Lk —T-=F
+=—A=+-8B +ZA=1+—H
HK$’000 HK$’000
FHT FETT
Cost of investment in an associate R—EEE A RIE LT
Unlisted & 2 AR 335 335
Share of post-acquisition loss and FE(R U BB 15 B 1R K
other comprehensive income Hih 2wk (335) (335)
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFE

19. INTERESTS IN AN ASSOCIATE (Continued) 19. R —BIEE & A A 225 (

N-ZZE—NME+-_A=+—H K&

8)

At 31 December 2014, the Group had interest in the

following associate: RIATEERRHRAER:
Normal value Proportion of
Country of Principal of paid up nominal value of
Class of incorporation/ Place of issued issued capital held Proportion of
Name of entity shares held registeration operation share capital by the Group voting power held Principal activities
r&
b2l R/ £33 BRE® BEEES b2
{52 R85 ZRER EEHY TRAEE RAZEELS RERLH TEER
2014 2013 2014 2013
“B-mF —T-=F Z%-@mF —T-=F
China Orient Space Ordinary British Virgin Islands ~ Hong Kong USD100 33% 33% 33% 33%  Investment holding
Communications Ltd
LaR ERRAHS £k 100%7T REER

The summarised financial information
Group’s associate is set out below:

in respect of the

FT

31 December

31 December

ERASEBEARMBEER 2Bn &

2014 2013

—E-NE ===t

+=ZA=+-8 +=ZA=+—H

HK$’000 HK$’000

FET FET

Total assets BEE 2,738 2,738

Total liabilities wEE (7,255) (5,268)

Net liabilities BEFHE (4,517) (2,530)
Group’s share of net assets of the associate  7Zx 5= [E] i {5 B & A 7

EETFE - -~
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e

For the year ended 31 December 2014 # 2 —

—FE+—H=1+—HIFE

19. INTERESTS IN AN ASSOCIATE (Continued)

Total revenue
Total loss for the year/period
Total comprehensive loss

Group’s share of loss and
other comprehensive loss of
associate for the year/period

A
FR/HRRER
FEERERE

FR/HAREE
EIEMERRZ

BEEEMEEER

Neo Telemedia Limited
TEFEEEEFRAA

12 months
ended

31 December
2014

t+=M@EA
HK$’000
TERT
(1,987)

(1,987)

9. N —EEt = A Al Z 5 ()

18 months
ended

31 December
2013
BE_T—=F
+=-—RA=+—H
IE+AMEA
HK$'000

THET

(4,814)

(4,814)

(335)



Notes to the Consolidated Financial Statements

20. GOODWILL

Cost
At 1 July 2012
Arising on acquisition of subsidiaries (Note a)

At 31 December 2013 and 1 January 2014

De-consolidation of a subsidiary (Note 36)
At 31 December 2014

Accumulated impairment
At 1 July 2012
Impairment loss recognised for the period

At 31 December 2013 and 1 January 2014

Impairment loss recognised for the year
(Note 22)

At 31 December 2014

Carrying values
At 31 December 2014

At 31 December 2013

Notes:

(@) During the period ended 31 December
amounted to approximately HK$211
HK$67,648,000 was arisen from the acq
Investments Limited and its subsidia

AR RME

For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFE

20. mE&

A

N-ZZE——F+HF—H
AU BE T B~ Rl pTE &£ (HisEa)

HK$’000
FTET

898,881
279,486

RZE—=F+-_A=+—8BXk

—E-HmF—H—H
BUHARA AR — MM B AR (H:E36)

RZZFE—mF+-_A=+—H

REHRE

N_E—-——_F+H—H

HREERREEIE
A_TE—=F+_A=+—HEK

—T—mF—H—H

1,178,367
(67,648)

1,110,719

547,353
301,997

849,350

FREERBERR (HiE22)

RZE—NmF+=-_A=+—H

IREE

R-ZE—NFE+=-B=+—H
R—ZE—=F+=-A=+—H

2013, goodwill
,838,000 and
uisition of HCH
ries (“Hughes

China Group”) and Galaxy Palace Group Limited and
its subsidiaries (“CERNET Wifi Group”) respectively. For

details, please refer to the Note 34.
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B &L :

(@)

254,966

1,104,316

6,403

329,017

REEZZ—=F+-A=+—HIH
fE + #9211,838,0007% jT X 67,648,000
BILZEET DR EL B WEBHCH
Investments Limited & £} 8B 2 7] ([4k
Hr s B &£ @ | ) & Galaxy Palace Group
Limited R M E A 7 ([ EEEFE R &
£B8]) - BAFBFEL28ME34 -
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For the year ended 31 December 2014 #Z —ZF—[1F+=-H=+—HILF/ZF

21. INTANGIBLE ASSETS 21. BIL B E

Exclusive
right on
Contracted purchase
And Lottery and sales  Brand name
Wireless  uncontracted software of satellite and
network customers  development communication  distribution
platform  relationships system equipment network
EEFE
EHE)ES) YRS BARE mEEE
BREKTR H2EFBR BRZAE ZBXEERE ROHBK
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL FEL THAT TEL T
Cost A&
At 1 July 2012 W-E-—%tfA-H 8,115 217,722 - - -
Acquired on acquisition of  EKEMBARIMBA

subsidiaries (Note 34) (Fizk34) - - - 58,967 100,160
Additions AE 15,176 - - - -
Exchange alignment AR 139 - - - -
At 31 December 2013 RZE-=%

and 1 January 2014 +ZA=+-Ak

“Z-mE-A-H 23,430 217,722 = 58,967 100,160
Additions NE - - 1,010 - =
De-consolidation of ke AR

a subsidiary (Note 36) NIRRT - - - - (100,160)
Exchange alignment B AR (216) - ® - -
At 31 December 2014 R=Z-mF

+ZA=t-H 23,214 217,722 1,002 58,967 -
Accumulated R BERAE

amortisation and

impairment
At 1 July 2012 RZ2—=—%+A-A 135 163,420 - - -
Provided for the period BRRE 2,983 19,143 - 13,608 -
Impairment loss HRERARESE

recognised

for the period - 23,769 - - -
Exchange alignment EXAE 89) - - - -
At 31 December 2013 RZE-=F

and 1 January 2014 +=R=t-Ak

“Z-mE-A-H 3,083 206,332 = 13,608 =
Provided for the year FREE 4,667 3,254 67 18,144 -
Impairment loss FRERDRESE

recognised for the year  (Bf3E22)

(Note 22) 15,576 8,136 = = =
Exchange alignment B A (62) - = (1) =
At 31 December 2014 R=Z-mF

+ZA=t-H 23,214 217,722 67 31,751 -
Carrying values REE
At 31 December 2014 R=-Z-ME

t-A=t-H - - 935 27,216 -
At 31 December 2013 RZ%-=%

+-A=+-H 20,397 11,390 = 45,359 100,160

Neo Telemedia Limited
FEFEEEEEARAT

Technical

Computer know how
software  technology
ERES Bl
HK$'000 HK$'000
THEL T

- 76,317

- 76,317

26,487 -
(202) (1,154)
26,285 75,163

- 625

- 11

- 636

1,168 7,574

- 61,090

9 (66)

1,159 69,234
25,126 5,929

- 75,681

Total

HK$000

TR
205,837
169,127

91,493
139

476,596
27,497

(100,160)

(1,580)
402,353
163,555

36,359

23,769
74

223,609
34,874

84,802
(139)

343,147

59,206

252,987
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFE

21. INTANGIBLE ASSETS (continued)

The above intangible assets, other than brand name and
distribution network, have finite useful lives. Such intangible
assets are amortised on a straight-line basis over the
following periods:

Wireless network platform 5 years
Contracted and uncontracted customer 4 years
relationship
Exclusive rights on purchase and sale of 3.25 years
satellite communication equipment and
related services and trademark
Technical know how technology 10 years
Computer software 5 years

The brand name and the distribution network is endorsed
by Ministry of Education of the PRC to provide personal
broadband services and various products to the end users
in the higher educational institutions in the PRC. As a result,
the brand name and the distribution network is considered
by the management of the Group as having an indefinite
useful life. The brand name and distribution network will
not be amortised until its useful life is determined to be
finite. Instead it will be tested for impairment annually and
whenever there is an indication that it may be impaired.
Particulars of the impairment testing are disclosed in Note
22.
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e MR RME
For the year ended 31 December 2014 #Z —ZF—[1F+=-H=+—HILF/ZF

22. IMPAIRMENT TESTING ON GOODWILL
AND INTANGIBLE ASSETS

For the purpose of impairment testing, goodwill with
indefinite useful life set out in note 20 has been allocated to
the following groups of cash-generating units:

o Transmedia advertising services — Ease Ray Group

o Sale of telecommunication products and services
China Wimetro Group

° Sale of telecommunication products and services
Smart Long Group

o Sale of telecommunication products and services
CERNET Wifi Group

° Sale of telecommunication products and services
Hughes China Group

The carrying amount of goodwill (net of accumulated
impairment losses and effect of de-consolidation of a
subsidiary) allocated to these units are as follows:

22, B R A E 2 WEAH

SURVE RGN = - I EE20PT 8 A A EIR
EAEAFRANHECORENTRE
EEBEMER:

s BEBESRE-E=K

]

\]

o HEBMEMRMRE - BEEKMK
!

s HESHERKAKREG -EHEE
s HEBTMEMMRE -EBRERE
R

o  HETHNERERE -HKRITHESE

BB ZREE (05 REHRERBE MR
HEEAR—ENBARZREE) nRE
THREEL B

31 December 31 December
2014 2013
—E-mF —F—=
+=ZA=+—8B +ZA=1+—H
HK$’000 HK$’000
FEx FHET
Transmedia advertising services PR E S R
— Ease Ray Group —-Ex5E - =
Sale of telecommunication products SHE BAE MR MR
and services — China Wimetro Group — BRI T & - =
Sale of telecommunication products $H & B AE o R AR 75
and services — Smart Long Group —EE - 49,531
Sale of telecommunication products SHE BAE MR MRS
and services — CERNET Wifi Group —ERELNEESE - 67,648
Sale of telecommunication products $H & B AE o R AR 7S
and services — Hughes China Group —PRHTR B & 6,403 211,838
6,403 329,017
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For the year ended 31 December 2014 #Z_—F—WWF+=-HA=+—HIFF

22. IMPAIRMENT TESTING ON GOODWILL

AND INTANGIBLE ASSETS (Continued)

SALES OF TELECOMMUNICATION
PRODUCTS AND SERVICES

Smart Long Group

On 1 July 2011, the Group completed the acquisition
of Smart Long Limited and its subsidiaries (collectively
referred to as “Smart Long Group”). Smart Long Group
is granted an exclusive right to sell and market the high
temperature superconducting (‘HTS”) filtering solutions
in Guangdong and Guangxi, the PRC. Since 2012, the
development and profitability of Smart Long Group was
adversely affected due to the following factors: 1) There
was a supply shortage of HTS filters. 2) Smart Long
Group’s major customers, i.e. the major telecommunication
operators in the PRC, changed their procurement policy,
called “Z H8121L” (General Bidding Purchasing Policy), due
to the change of the relevant regulations in the PRC. This
has delayed the procurement process of these operators;
the order of the first batch of HTS filters made by them
has been extended by one year to the Company’s next
financial year. 3) The fierce competition among network
equipment manufacturers made the price of base station
fall remarkably. The dominance of the HTS system in
the market share of network optimization market was
therefore adversely affected. 4) Our major customer which
was a major telecommunication operator, has reduced its
investment in network equipments so as to utilize such fund
to implement their marketing strategies, such as various
kinds of subsidies to their subscribers.
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For the year ended 31 December 2014 &2 —F—F+=-H=+—HI F&E

22. IMPAIRMENT TESTING ON GOODWILL 22. & R EEEE 7 REA R

AND INTANGIBLE ASSETS (Continued)

SALES OF TELECOMMUNICATION
PRODUCTS AND SERVICES (Continued)

Smart Long Group (Continued)

In view of the uncertainty of the business of HTS filtering
solutions, Smart Long Group has shifted its focus on other
projects since the last financial period, particularly mobile
internet lottery.

Given the uncertainty of the business of HTS filtering
solutions and the change in Smart Long Group’s focus,
it is expected that the original cash generating unit, i.e.
the business of HTS filtering solutions and the IT support
services, will not generate any cash flows in the future. As
a result, the management has decided to fully write off the
goodwill arose from the acquisition of Smart Long Group
and the relevant intangible assets during the year ended 31
December 2014.

As at 31 December 2013, the recoverable amount of Smart
Long Group’s cash generating unit was determined based
on value-in-use calculation. Such calculation is based on 1)
the profit forecast prepared by Smart Long Group covering
a five-year period and 2) a discount rate of 24.14% per
annum which reflects current market assessments of the
time value of money and the credit risk specific to the cash
generating unit.

Profit forecast was based on budgeted sales and budgeted
cost of sales during the budgeted period. Budgeted
gross margins were determined based on management’s
expectation for market development and past experience,
and the management believes that the budgeted gross
margins were reasonable. The cash flows beyond that five
year periods have been extrapolated using 3% per annum
growth rate adopted afterwards, which is in line with the
long-term growth rate for the relevant industry. The key
assumptions for the value-in-use calculations are those
regarding the growth rates and discount rates. Based on
the business valuation report issued by Messrs. Asset
Appraisal Limited (‘“Asset Appraisal’) on Smart Long
Group, the Group has recognised an impairment loss of
approximately HK$16,222,000 and HKS$nil, respectively
on goodwill and intangible assets arose on the acquisition
of Smart Long Group during the 18 months ended 31
December 2013.

Neo Telemedia Limited
TEFEEEEFRAA
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFE

22. IMPAIRMENT TESTING ON GOODWILL

AND INTANGIBLE ASSETS (Continued)

SALES OF TELECOMMUNICATION
PRODUCTS AND SERVICES (Continued)

Hughes China Group

The Hughes China Group is principally engaged in
development of Internet technology and satellite
communication technology as well as trading in satellite
communication system devices.

For the impairment testing purpose, the goodwill
arising from acquisition of Hughes China Group (Note
34) of approximately HK$211,838,000 and intangible
asset of exclusive right on purchase and sales of
satellite communication equipment of approximately
HK$58,967,000 was allocated to cash generating unit of
Hughes China Group.

Despite increase in revenue contribution for the year ended
31 December 2014, the two major projects, namely “X
#WE” and “BH A", which the Hughes China Group had
been working on since last financial period, had not been
carried out as originally scheduled due to the continuous
delay in obtaining funding by HughesNet China Company
Limited (/R H7 43 48 & it (At =) AR A A7) (‘HughesNet
China”), a subsidiary that is 45% indirectly owned by the
Company and the operating entity of Hughes China Group,
from its shareholders for the two projects. As a result, the
Group was not able to develop the business of Hughes
China Group as originally planned and its profitability has
been adversely impacted. Based on the valuation report
issued by Grant Sherman Appraisal Limited on Hughes
China Group, the Group has recognised an impairment loss
of approximately HK$205,435,000 on goodwill arose on
the acquisition of Hughes China Group for the year ended
31 December 2014 (18 months ended 31 December 2013:
HIKSNil).

As the cash generating unit has been reduced to its
recoverable amount of approximately HK$88,641,000, any
adverse change in the assumption used in the calculation
of recoverable amount would result in further impairment
losses.
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For the year ended 31 December 2014 #Z —ZF—[1F+=-H=+—HILF/ZF

22. IMPAIRMENT TESTING ON GOODWILL 22. & R EEEE 7 REA R

AND INTANGIBLE ASSETS (Continued)

SALES OF TELECOMMUNICATION
PRODUCTS AND SERVICES (Continued)

Hughes China Group (Continued)

The recoverable amount of Hughes China Group’s cash
generating unit is determined based on value-in-use
calculation. Such calculation is based on 1) the profit
forecast prepared by HughesNet China covering a five-year
period and 2) a discount rate of 28.31% (2013: 29.03%)
per annum which reflects current market assessments of
the time value of money and the credit risk specific to the
cash generating unit.

Given the aforesaid factors and the results of the annual
review of the existing business by HughesNet China’s
management, which have adversely affected the financial
performance of Hughes China Group, figures, particularly
revenue, adopted in the five-year profit forecast of
HughesNet China have been revised. For the eighteen
months ended 31 December 2013, a compound average
growth rate (“CAGR”) of revenue of approximately 41.06%
was adopted for the five-year profit forecast used for
the value-in-use calculation while for the year ended 31
December 2014, a CAGR of revenue of approximately
18.10% was adopted.

Other than the aforesaid revision, key assumptions and
valuation method have no material change for the value-in-
use calculation as at 31 December 2013 and 31 December
2014.

CERNET Wifi Group

The Group is principally engaged in the provision of
personal broadband access services for China education
and research network of China Ministry of Education
(“CERNET"), including the construction and operation of
individual broadband access network, the development
of Internet content and the provision of value-added
telecommunication services in all higher educational
institutions that are connected to CERNET.

As mentioned in note 3 to the consolidated financial
statements, CERNET Wifi Technology (Beijing) Company
Limited, the operating entity of the CERNET Wifi Group,
was de-consolidated as from 1 January 2014. As a result,
goodwill and intangible assets allocated to the CGU of
approximately HK$67,648,000 and HK$100,160,000
respectively were also de-consolidated (Note 36).
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFE

22. IMPAIRMENT TESTING ON GOODWILL

AND INTANGIBLE ASSETS (Continued)

SALES OF TELECOMMUNICATION
PRODUCTS AND SERVICES (Continued)

CERNET Wifi Group (Continued)

The recoverable amount of CERNET Wifi Group as at 31
December 2013 has been determined based on a value in
use calculation. That calculation uses cash flow projections
based on the financial budgets approved by management
covering a 5-year period, and discount rate of 30.78%. The
cash flows beyond the 5-year period are extrapolated using
a 3% growth rate. This growth rate is based on the relevant
industry growth forecast and does not exceed the long-
term average growth rate for the relevant industry. Other
key assumptions for the value in use calculations relate
to the estimation of cash inflows/outflows which include
budgeted sales and gross margin, such estimation is
based on the CGU'’s past performance and management’s
expectations for the market development. Management
believes that any reasonably possible change in any of
these assumptions would not cause the aggregate carrying
amount of the CERNET Wifi Group to exceed aggregate
recoverable amount of the CERNET Wifi Group.

Based on the business valuation report issued by Grant
Sherman Appraisal Limited of CERNET Wifi Group, the
recoverable amount exceeds the carrying amount of
goodwill and intangible assets, no impairment charge was
necessary in relation to this CGU for the eighteen months
ended 31 December 2013.

PROVIDING ADVERTISING SERVICES
Ease Ray Group

The Group operates outdoor advertising business via
the city informational pedestrian traffic signboard system
(the “System”) developed by Shanghai Dasan Hexian
City Environmental Art Company Limited ( /& X = #1
ZI TR E T AR A A]) (‘Dasan Hexian”), a 51.1%
indirectly owned subsidiary of the Company. The System
delivers public information, commercial information and
advertisements on LED screens of traffic signboards
through wireless technology for government departments,
public institutions and companies. As recognised by
municipal traffic police departments in the PRC, the System
has been granted the utility model patent certificate and
the Shanghai High & New Technology Transformation
Certificate.
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22. IMPAIRMENT TESTING ON GOODWILL

182

AND INTANGIBLE ASSETS (Continued)

PROVIDING ADVERTISING SERVICES
(Continued)

Ease Ray Group (Continued)

During the 12 months ended 30 June 2012, because of the
European debt crisis that has led to tightened credit and
liquidity problem, Ease Ray Group encountered difficulties
in obtaining financing in the money market and raising
funds from the capital market. Due to the lack of funding:
1) Dasan Hexian missed the opportunities to obtain more
resources in cities at an early stage, which has resulted in
only four cities being equipped on a permanent basis for
the traffic signboard media business. Thus, the business
is not able to develop into media of a national scale.
Consequently, it cannot attract large national advertisement
customers. 2) Ease Ray Group is unable to carry out large-
scale upgrading and transformation to traffic signboards
in cities with pilot installations. Ease Ray Group is even
unable to complete the total installed capacities as set out
in contracts executed, seriously undermining the advantage
of networking information delivery on traffic signboards
in those cities. The total number of the traffic signboard
media owned by Dasan Hexian is able to satisfy neither
the requirement of installation on roads of the existing four
cities nor customers’ requirement to deliver information
across the cities. 3) The maintenance of traffic signboards
cannot be dealt with in time, causing abnormal information
delivery in a number of traffic signboards. This has negative
impact on the image of municipal facilities and was held
accountable by the relevant authorities. It also had negative
effect on customers’ confidence towards traffic signboard
media, which makes it more difficult to achieve good results
for traffic signboard media.

Neo Telemedia Limited
TEFEEEEFRAA

Notes to the Consolidated Financial Statements

e

22. Fﬁ%&,mﬂ/ éf?Z/DZTE/lJ uI‘

(&)
REESER®E @

—HERNA=TRHIETZ
EFD%F&%@(FEH&% //\L@Jéfi
- B o5& EHEEE % mis &R
BERBEATSESE MR E - BRI
TE® N)VAR=MZERTRAESES
ST B IREME - BEE AIE R MEE T
TERE SR B LB YK A A8 &3l o (] I, -
ZEBELIERNAZHENERS &
(a9 i”&%lil\ﬁfiﬁ%ﬁﬁ’]ﬁﬁﬁ 2)
HeSEEZHEETARTRNMT
BT EREAOEEN R E-Ex5E
EEELEREREARATKELERLS
B E R B B PN T AR E R ER
EEREMHEBZ LB AIAR=MZER
MXBEREREEBESRE RERR
EEOERMEREZEERREFAPFE
WERBEETHMENR  JEHREMNMEE
PR RFRIE BRI BERER
EEBEMER - WEERZE MM
HEREN R S| RAFEEFIREE -
TP HRMEARE J“Wﬁ% ORI
ERAMEE ENTRBEREES
BIETEBNHE -

s
HM
M



Notes to the Consolidated Financial Statements

R R
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22. IMPAIRMENT TESTING ON GOODWILL

AND INTANGIBLE ASSETS (Continued)

PROVIDING ADVERTISING SERVICES
(Continued)

Ease Ray Group (Continued)

As a result, the Group was unable to develop the
business of Ease Ray Group as originally planned and
its profitability has been adversely impacted. During the
eighteen months ended 31 December 2013, Ease Ray
Group’s revenue decreased further as a result of 1) road
expansion and subway construction carried out by the
municipal governments of Xiamen and Nanchang, which
led to temporary uninstallation of the pedestrian traffic lights
located in these two cities; 2) the policy implemented by
the municipal government of Shangrao to rectify the local
overadvertised market; 3) maintenance due to the aging of
traffic lights, there was no revenue generated from these
traffic lights until the maintenance work in completed; and
4) fierce competition in the outdoor advertising industry
and the worsening economic situation in the PRC. As
at 31 December 2013, the recoverable amount of this
cash-generating unit is determined based on value-in-use
calculation. The calculation based on i) the profit forecast
approved by the management covering a five-year period,
i) a discount rate of 19.23% per annum which reflects
current market assessments of the time value of money
and the credit risk specific to the CGUs and iii) a CAGR of
revenue of approximately 0.74%.

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

184

AND INTANGIBLE ASSETS (Continued)

PROVIDING ADVERTISING SERVICES
(Continued)

Ease Ray Group (Continued)

Based on the business valuation report issued by Asset
Appraisal of Ease Ray Group, the Group has recognised
an impairment loss of approximately HK$285,775,000 and
HK$23,769,000, respectively on goodwill and intangible
assets arose on the acquisition of Ease Ray Group for the
18 months ended 31 December 2013.

As at 31 December 2013, the goodwill arose from the
acquisition of Ease Ray Group and the relevant intangible
assets have been fully impaired.

During the year ended 31 December 2014, in view of the
uncertainties and risk factors of the advertising industry in
the PRC, such as changing government policy to restrict
or curtail advertising services, fierce competition in outdoor
advertising market and rapid change in technology, the
directors of the Company considered it was risky to make
further investment in Ease Ray Group. As a result, the
management of Ease Ray Group has revised downward the
profit forecast on the intangible assets of enhanced LED
display technology. Based on the valuation report issued by
Asset Appraisal, the Group has recognised an impairment
loss of approximately HK$61,090,000. The recoverable
amount is based on value-in-use calculation with a discount
rate of 18.34% (31 December 2013: 21.25%) covering the
remaining useful life of the intangible asset.

Neo Telemedia Limited
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

23. PREPAYMENTS, DEPOSITS AND

REMBHRRME

23. FARTFIA ~ 1 K E A B U

OTHER RECEIVABLES B
THE GROUP RE
31 December 31 December
2014 2013
—E-NF —T—=%F
+=ZA=+—-8 +=ZA=+—8
HK$’000 HK$’'000
FET FAT
Current assets MENEE
Prepayment (Note a) TERT3RIE (MsEa) 10,567 74,658
Deposits o 1,781 826
Other receivables H b & W kI8 29,315 17,646
41,663 93,130
Less: accumulated allowance for doubtful ¥ : RBE 2t B E
debts (25,983) -
15,680 93,130

(i)

(i)

Included in prepayments as at 31 December 2013
are prepaid leasing fee of HK$24,561,000 to an
independent third party for the lease of Ka-Beam of
a satellite known as AMOS-4 for the development
of the Group’s satellite business. Details of the
lease transaction are set out in the Company’s
announcement dated 31 October 2013.

The amount has been fully utilised during the year
ended 31 December 2014.

Included in prepayments as at 31 December 2013 is
advance payment to an independent third party for
the project development and consultancy services of
approximately HK$13,800,000.

The amount has been fully settled during the year
ended 31 December 2014.

Included in prepayments as at 31 December 2013 is
advance payment to an independent third party for
acted as an agent of referring investment projects
amounting to approximately HK$19,106,000.

The amount has been fully settled during the year
ended 31 December 2014.
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R M TR R M EE
For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

23. PREPAYMENTS, DEPOSITS AND 23.
OTHER RECEIVABLES (Continued)

Movements in the accumulated allowance for doubtful
debts for prepayments, deposits and other receivables:

At 1 January/1 July w—RA—B/tA—8

Exchange realignment ME H, 38 B

Impairment losses recognised FRNERRREEE
during the year

Written off of impairment losses 185 F MR BB 18

during the year

At 31 December R+-—HA=+—H

Included in the accumulated allowance for doubtful debts
are individually impaired receivables with and aggregated
balances of HK$26,190,000 (As at 31 December 2013:
HK$nil) in which the directors of the Company consider that
the Group is unlikely to recover these debts as they are
long outstanding. The directors of the Company have been
taking all reasonable steps such as legal procedures, to
recover those outstanding debts. The Group does not hold
any collateral over these balances.

186 Neo Telemedia Limited
TEFEEEEEGRAR

BT FRIE e N E A E Y
FIE ()

REARE - e R M EBTOEN R
BBRiHREE

31 December 31 December

2014 2013
—E-HmEF = -

+=ZA=+-H +=ZA=+—8

HK$’000 HK$’000

TR T T

- 1,157

(207) -

26,190 -

- (1,157)

25,983 -

RAR B E B 2 #4#8/326,190,000
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Notes to the Consolidated Financial Statements

INVENTORIES

Finished goods
Less: Accumulated impairment

For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

24.

LK

B REHRE

During the 12 months ended 31 December 2014, the
directors of the Company conducted a review of the
Group’s inventories and no impairment loss has been
recognised (for the 18 months ended 31 December 2013:

HK$800,000).

TRADE RECEIVABLES

Trade receivables
Less: Accumulated allowance for doubtful
debts

26,

B 5B ARR
B RERREHERE
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REMBHRRME

e

31 December 31 December

2014 2013

—E-mF —F-=F
+=ZA=+-H +=ZA=+—8
HK$’000 HK$’000

TR FAT

1,077 1,414
(800) (800)

277 614

REE_T-—DNF+-_A=+—HI
TR ARREFHAKENGTE
EATIRRS - B AR DA AR (8
EF=FF+-A=F+—RLETN\E
A 800,000/ 7T) °

g Z EIWERR
31 December 31 December
2014 2013
—E-mF —E—=F
+=A=t+-8 +-A=t+-H
HK$’000 HK$’000
FHET FAT
932 9,510
(41) (41)
891 9,469
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For the year ended 31 December 2014 &2 = F—F+=-H=+—HI FE

25. TRADE RECEIVABLES (Gontinued) 25. B S EMNERR ®)
The Group allows an average credit period of 90 days AEBEGETEZE SR FH0R (ZF
(2013: 90 days) to its trade customers. The following is —=F:90R)MEEH -NImEHARR
an aged analysis of trade receivables net of accumulated BEZHHMETN2E 5 ERER (&
allowance for doubtful debts presented based on the MR RRZFTHE) 2BRBR AT -

invoice date at the end of the reporting period.

31 December 31 December
2014 2013
—E-QmEF —T-=F
+=ZA=+—-8 +=ZA=+—8
HK$’000 HK$'000
FERT FHET
Within 30 days 30H A 333 101
31 to 60 days 31£260H 539 =
61 to 90 days 61290H - 511
Over 90 days HBiB0H 19 8,857
891 9,469
Included in the Group’s trade receivables balances are REEZGREWEREHBENHREH
debtors with aggregate carrying amount of approximately REMABED AB19,000B T (ZFE—=
HK$19,000 (2013: HK$8,857,000) which are past due at % : 8,857,000/ 7T ) Ky 38 B FE LKBR 3+ 7R
the end of the reporting period for which the Group has SEWENERESBELRE  THH
not provided for impairment loss as there has not been a REEEEREHRITESANE BN
significant change in credit quality and the balances are still e = IR EIRW N S s S =
considered to be recoverable. The Group does not hold T—?ﬁ&ﬂ%ﬁﬁﬁn o Z L EWBR K 2 BR IR
any collateral over these balances. The ageing of these #@O0H (=& — =4 : {38901 ) °
receivables is over 90 days (2013: over 90 days).
Ageing of trade receivables which are past due but not B AMERRERE 5 e AR 2 ARER
impaired:
31 December 31 December
2014 2013
—EB-nmEF —E—=F
+ZA=+t—-8B +ZHA=1—H
HK$’000 HK$’000
FET FHET
Overdue by: W Hp
Over 90 days B E90H 19 8,857

Neo Telemedia Limited
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFE

25. TRADE RECEIVABLES (Continued)

Movements in the accumulated allowance for doubtful
debts for trade receivables:

25.

B S EMNIRK (®)
B 5N Y R 2R

From 1 January From 1 July

2014 to 2012 to

31 December 31 December

2014 2013

B-Z-—MEF BE-T——%

—HA—H +tH—H

22— F BT —=F

+t=A=t-8 +tZA=1+—H

HK$’000 HK$’000

FTHER FAT

At 1 January/1 July w—A—H / tHB—H 41 41
Impairment loss recognised during the FRHAERERRE

year/period &5t - =

At 31 December R+=—HA=+—8 41 41

In determining the recoverability of a trade receivable, the
Group considers any change in the credit quality of the
trade receivable from the date credit was initially granted up
to the end of the report period. The concentration of credit
risk is limited due to the customer base being large and
unrelated.

Included in the Group’s accumulated allowance for doubtful
debts of trade receivables are individually impaired trade
receivables with an aggregated balances of approximately
HK$41,000 as at 31 December 2014 and 2013. The
directors of the Company considered that the Group
was unlikely to recover these debts as they were long
outstanding over one year. The Group does not hold any
collateral over these balances.
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

26. CASH AND CASH EQUIVALENTS

Cash in hand and at bank FERBITES
HKD HBIT
RMB AR
UsD ETT

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

Bank balances carry interest at market rates ranged from
0.001% to 0.46% (As at 31 December 2013: 0.001% to
0.46%) per annum at 31 December 2014.

The RMB is not freely convertible into other currencies;
however, under Mainland China’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Company
is permitted to exchange RMB for other currencies through
authorised banks to conduct foreign exchange business.

Neo Telemedia Limited
TEHFEEEEFRAA

26. B KRS FEY

The Group
ES ]

31 December 31 December
2014 2013
—E-QmEF —T—=%F
+=—A=+—-8B +ZA=+—H
HK$’000 HK$’000
FRET FHET
6,866 22
24,754 10,904
48 40
31,668 10,966

RekReEEBYRRTFRRRITER

RZE—UF+=—A=+—H " BT
2T 3% F A E 17 F0.001%Z=0.46% (K
—E—=F+=-A=+—H:0.001%=
0.46% ) &t 2. °

ARBTGERIBRASEMER Al
R4 P B A 3 B SN E B IR (6 B A B
EEMNEEERTE ARAREESB
BAEEITINEXBARITIHARE LR
REME -



27. TRADE PAYABLES

Trade payables

For the year ended 31 December 2014 #HZ—-=

B R ARR

The following is an ageing analysis of trade payables
presented based on the invoice date at the end of the

reporting period:

61 to 90 days
Over 90 days

61£90H
#3B90H

The average credit period on purchases of goods is 90
days (As at 31 December 2013: 90 days). The Group has
financial risk management policies in place to ensure that all
payables are settled within the credit timeframe.
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B2 RMNERR

31 December
2014
—E-mEF
+t=A=+-—H
HK$’000
FHERT
10,326

%ﬁ%ﬁf&éTE%EWW%%%H

oM

31 December
2014
—E-IF
+=A=+-—A8
HK$’000
TET

10,289
37

10,326

BEERNFELHEE
—=%+=-—H=+—H:90R) °
EHTEHMBRARTERS BEAEE
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—FE+—H=+—HIFE

31 December
2013
—E-=F
+=-A=+—-8
HK$’000
FHET

5,256

31 December
2013
—E-=F
+=-A=+—H”
HK$’000
FHET

38
5,218

5,256

B &90H (R =
$$l

HIRR MA5)5 P A eI 308
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28. OTHER PAYABLES AND ACCRUALS

192

Other payables H b e ﬁ IE
Accruals FEET K

Included in other payables as at 31 December 2014
is a short term loan from an independent third party of
approximately HK$27,320,000 (2013: HK$27,320,000) to
finance the acquisition of subsidiaries.

The loan is unsecured, denominated in HK$ and carries
a fixed interest rate at 1.2% per month and is repayable
within one year from the end of the reporting period.

Included in accruals are interest payable of approximately
HK$13,869,000 in relation to the convertible notes issued
by the Company.

Neo Telemedia Limited
TEHFEEEEFRAA

E;{J@JT’SE1TJL/TAIE&E FE ¢!

31 December 31 December
2014 2013
—E-mF —F-=F
+=ZA=+-H +=ZA=+—8
HK$’000 HK$’000
FET FET
59,736 39,662

25,134 7,801

84,870 47,463

R_ZE—mME+_—_A=+—Hit A&
ERNRENARE —BBLE=-H 28
HAE 5 4927,320,000/ ¢ ( —E—=4:
27,320,000/ 7T ) * LA AU ST B A B4R
H"ES-

ERRERA OETHE  ZEE AR
T1.2%a0 8 AR REHREK —F A

g

T AFEET FRIB R A B Q 5] B (TR AT IR
[i% 22 15 48 B8 /9 FE 15 A1) 2. 4913,869,0007
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For the year ended 31 December 2014 #HZ—-=

29. CONVERTIBLE NOTES

CONVERTIBLE NOTES DUE 2016 (“CN
2016”)

On 5 April 2013, the Company issued convertible notes
with a nominal value of HK$160,000,000 due on 5 April
2016. Each convertible note carries interest at 7% per
annum payable semi-annually in arrears with the first
interest payment due on 5 October 2013 and the last
interest payment is due on 5 April 2016. The CN 2016
entitles holders to convert the notes into new ordinary
shares of the Company at a conversion price, subject to
adjustment, of HK$2.5 per share during the period from
5 April 2013 to 31 March 2016. If the CN 2016 have not
been converted, they will be redeemed at par on 5 April
2016.

The CN 2016 is not redeemable at the option of note-
holders. In addition, the Company has the right to redeem
any portion of the CN 2016 at its principal amount at any
time prior to the maturity date.

The CN 2016 contains three components, liability,
redemption option derivative and equity component. The
equity element is presented in equity heading “convertible
notes reserve. The effective interest rate of the liability
component is 11.29% per annum. The redemption option
derivative is measured at fair value with changes in fair
value recognised in profit or loss.

Upon the issue of the CN 2016, an amount of
HK$138,627,000, HK$6,206,000 and HK$7,131,000 were
recognised as liability, derivative financial asset and equity,
respectively.

During the year ended 31 December 2014, no redemption
of the CN 2016 was made by the Company (18 months
ended 31 December 2013: Nil). At 31 December
2014, carrying amount of CN 2016 of approximately
HK$148,768,000 (principal amount of HK$160,000,000)
remained outstanding (31 December 2013:
HK$142,240,000).
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Eé%ii—x—miwL—ﬂzwL—Euti
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For the year ended 31 December 2014 #Z = ZF—[1F+—-H=+—HILF/E

29. CONVERTIBLE NOTES (Continued) 29. AIMIR IR ()

The movements of the liability component and redemption FR/HRN TREZERNEEH0 KR
option derivative of the convertible notes during the year/ BEEEETETENESHEHTINT

period are set out below:

Redemption
Liability option
component derivative Total
EEEEE
SEHD fTHETER %
HK$'000 HK$'000 HK$'000
THET THET FHET
At 1 July 2012 R-ZT——F
+H—H - - -
Issue of convertible notes BITAIRRRE 138,627 (6,206) 132,421
Effective interest charged FTU R 2 EFRFI S 11,898 - 11,898
Coupon interest EAEWF AER
accrued and included MEZEEH L
in interest payable (8,285) - (8,285)
Change in fair value of MTESBMEEL
derivative financial assets ANEEEEF = 5,495 5,495
At 31 December 2013 RZZE—=F
+-FB=+—-H 142,240 (711) 141,529
Effective interest charged FTUER 2 EFEFI S 17,728 - 17,728
Coupon interest EAEWF AER
accrued and included MEZEEH E
in interest payable (11,200) - (11,200)
Change in fair value of TESMEEL
derivative financial assets NEEES - 711 711
At 31 December 2014 R-Z—DmF
+=—A=+-R 148,768 - 148,768
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29. CONVERTIBLE NOTES (continued)

The fair values of CN 2016 at the date of issue, at 31

30.

Notes to the Consolidated Financial Statements

R R

December 2013 and at 31 December

on valuations carried out on those dates by independent

valuers.
DEFERRED TAXATION 30. IEAER TR
Detail of the deferred tax liabilities recognised and FR/HANEER
movements thereon during the year/period is as follow: E ==y N
At 1 July 2012 RZFE—=—FtH—H
Acquisition of Hughes China Group L B PR Hir R B &k B
(Note 34(a)) (Hf5E34(a))
Acquisition of CERNET Wifi Group WEERESHEEEE
(Note 34(p)) (MF5E34(b) )
Credited to consolidated statement of FTAGRE B R EMEE WK

profit or loss and
other comprehensive income

At 31 December 2013

De-consolidation of a subsidiary (Note 36)
Credited to consolidated statement of
profit or loss and
other comprehensive income

At 31 December 2014

For the year ended 31 December 2014 #HZ - =

29. Al ] %

—
— =

2014 are based B —F—

—FEF - H=+—HIFE

=g (&)
INERH 2 T AR R R 1T H

—F+-_A=1+—HEK=-ZF
—MmE+ZA=+—RZA

FETER

B HEMNZE AR 2 EE-

R-FE—=f+-_A=+—H

BUH#R & ARR—RM B Q8 (K 5Es6)
SPAREEEREMEE KRR

R-E-—NE+=-A=+—H

Annual Report 2014
“T-HEER

EREBIBR ERALE

Intangible
assets
BREE
HK$’000
FHET

9,772

14,741

25,040

(8,187)

41,366

(25,040)

(9,622)

6,804
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

30. DEFERRED TAXATION (Continued) 30. IEIERLIA ()

At the end of the reporting period, the Group has unused
tax losses of approximately HK$130,281,000 (As at 31
December 2013: HK$67,475,000) available for offset
against future profits. No deferred tax asset has been
recognised due to the unpredictability of future profit
streams. The tax losses may be carried forward indefinitely.

At 31 December 2014 and 31 December 2013, the Group
did not have any deductible temporary differences. No
deferred tax asset has been recognised in relation to such
deductible temporary difference as it is not probable that
taxable profit will be available against which the deductible
temporary differences can be utilised.

Under the EIT Law of the PRC, withholding tax is imposed
on dividends declared in respect of profits earned by the
PRC subsidiaries from 1 January 2008 onwards. Deferred
taxation has not been provided for in the consolidated
financial statement in respect of temporary difference
attributable to the profits earned by the PRC subsidiaries
as the Group is able to control the timing of reversal at the
temporary difference and it is probable that will not reverse
in the foreseeable future.

Neo Telemedia Limited
TEHFEEEEFRAA

REEER - AR ERARE A IEEIELD
130,281,000 (R=ZFE—=F+=H
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

31. SHARE CAPITAL 31. &
Par value Number of
per share shares Amount
SREE BB #A &5
HK$ HK$'000
BT FET
Authorised: SETE
At 1 July 2012 and R-ZE—=—%+H—AR
31 December 2013 MN=—ZT—=4%F
+-A=+—-H 0.1 4,000,000,000 400,000
Increase of authorised ST BR A3 A0
share capital (note a) (FfzEa) 0.1 6,000,000,000 600,000
At 31 December 2014 RZZE—UF
+-FB=+—H 0.1 10,000,000,000 1,000,000
Issued and fully paid: BRTRAE:
At 1 July 2012 R-—ZE——F+F—H 0.1 2,326,920,793 232,692
Issue shares in relation to the FhUCEE R ET R BB A TAR D
Hughes China Acquisition (note b) (fg7ED) 0.1 119,000,000 11,900
Placing of shares (note c) fe & Bzt (FidsEc) 0.1 109,000,000 10,900
At 31 December 2013 and RZE—=%F
1 January 2014 +=-B=+—H
R_E—ME
—A—H 0.1 2,554,920,793 255,492
Placing of shares (note d) R &R G (FisEd) 0.1 200,000,000 20,000
At 31 December 2014 R-B-—MF
+=H=+—~H 0.1 2,754,920,793 275,492
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

31. SHARE CAPITAL (Continued)

Notes:

(@)

Pursuant to an ordinary resolution passed on the annual
general meeting dated 17 March 2014, the authorised share
capital was increased to HK$1,000,000,000 divided into
10,000,000,000 shares of HK$0.10 each.

Pursuant to the terms of the agreement dated 7 January
2013 entered into between the Company and Oberlin Asia
Inc., an independent third party, in relation to the acquisition
of the entire issued share capital of HCH Investments
Limited, the Company issued 119,000,000 ordinary shares
on 5 April 2013 as partial payment of the acquisition
consideration. The fair value of the ordinary shares issued
was determined by the available published price of HK$0.57
each at the completion date of the acquisition on 5 April
2013.

Pursuant to a placing agreement entered into with Kingston
Securities Limited dated 25 July 2013, the Company
placed out 109,000,000 new ordinary shares of par value
of HK$0.10 each at HK$0.33 per share to an independent
third party. Net proceeds from such issue amounted
to approximately HK$35,380,000 (after deducting the
placement expenses of approximately HK$590,000), out of
which approximately HK$10,900,000 and HK$25,070,000
were recorded in share capital and share premium
respectively. The placing was completed on 13 August
2013. The net proceeds were fully utilised as general
working capital of the Company.

Pursuant to a placing agreement entered into with Kingston
Securities Limited dated 15 May 2014, the Company
placed out 200,000,000 new ordinary shares of par value
of HK$0.10 each at HK$0.201 per share to independent
third parties. Net proceeds from such issue amounted
to approximately HK$39,724,000 (after deducting the
placement expenses of approximately HK$476,000), out of
which approximately HK$20,000,000 and HK$19,724,000
were recorded in share capital and share premium
respectively. The placing was completed on 29 May 2014.
The net proceeds were intended to be used for the general
working capital of the Company.

31. IR ()

B E:

(@)

Neo Telemedia Limited
TEHFEEEEFRAA

REEMA-_F-—HOF=A+ELARN
BEREBFAG LABNERRESR
YA TE IR AN % 1,000,000,000/8 7T * 93 4
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

32. SHARE OPTION SCHEMES

Pursuant to a resolution passed at a annual general
meeting of the Company held on 19 December 2012,
a new share option scheme (the “New Share Option
Scheme”) was adopted by the Company.

The previous share option scheme of the Company (the
“Old Share Option Scheme”) was expired on 21 July
2012, no further options can be granted under the Old
Share Option Scheme thereafter. All outstanding share
options granted under the Old Share Option Scheme
remained outstanding until they lapsed in accordance with
the terms of the Old Share Option Scheme.

The Company operates the New Share Option Scheme
for the purpose of providing incentives and rewards to
eligible participants who contribute to the success of the
Group’s operations. Eligible participants of the New Share
Option Scheme include the Company’s directors (including
independent non-executive directors), other employees
of the Group, and suppliers of goods or services to the
Group.

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

Annual Report 2014
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

32. SHARE OPTION SCHEMES (continued) 32.

The offer of a grant of share options may be accepted
within 28 days from the date of the offer, upon payment of
a nominal consideration of HK$1 in total by the grantee.
The exercise period of the share options granted is
determinable by the directors, and commences after a
certain vesting period and ends on a date which is not later
than 10 years from the date of the offer of the share options
or the expiry date of the New Share Option Scheme, if
earlier.

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

Neo Telemedia Limited
TEHFEEEEFRAA

MR EET 2 (50)

R R i v 2 o H e RT28
MR - AR AN ERABRER B NA
HETERERE-CREBREZITE
HMERETE  YaES THBRRE
ERFRLBRERDREI0FALME
PR EIDHE (EBREELE) -

BEREZTEERESTEE ELED
RTHESE : (AR RRMRERK D
FE SRR B HRFE R XX P A Sl 2 T 18 ¢ (i) AN
RARMNEZZZBMARERSA
FEBSE XX PP ¥R 2 S Wi {8 ¢ R (i) B A7)
[ERIER



Notes to the Consolidated Financial Statements

REMBHRRME

For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

32. SHARE OPTION SCHEMES (continued)

Share options do not confer rights on the holders to
dividends or to vote at shareholder’s meeting. The following
table discloses details of the Company’s share option in
issue under the Scheme during the year:

Exercise  Outstanding Granted
Name of category price per at during
of participant Date of grant  Exercise period share 1 July 2012 the period
R=B-=f
tA-H
SRERRER RHBH &8 BROEE HRTE  REARY
Directors 8.4.2011 8.4.2011t0 1.070 15,000,000 -
1 7.4.2021
34.2013 34201310 0.628 - 54,000,000
242018
15,000,000 54,000,000
Employee and others ~ 8.4.2011 8.4.2011 10 1.07 85,000,000 -
EEREfR 7.4.2021
34.2013 342013 t0 0.628 - 40,000,000
242018
16.5.2013 16.5.2013 to 0.628 - 20,000,000
15.5.2018
85,000,000 60,000,000
Total 100,000,000 114,000,000
Eh
Weighted average 1.070 0.628
exercise price (HKS)
MELHTER (Bx)
Notes:

(@) Mr. Li Hongrong resigned on 21 June 2013 and his options
had been reallocated to “others” after his resignation he is
still a consultant of the Company.
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32. IR EET 2 ()

FERCREY N T E S A AMWEUR B SR
BRARE LREZHEMN - FR - RNQFIR
BT BIRTT B BRERN TR

Number of share options
BREHE
At
31 December
Lapsed 2013 and Lapsed At
during 1 January during 31 December
the period  Reallocated 2014 the year 2014
R=E-=f
+=h
=+-REk RZB-mE
—2-m% RER +=A
RBREXR ER b -A-H %% =t+-A
(Note a)
(Hizta)

= - 15,000,000  (15,000,000) =

- (20,000,000 34,000,000  (14,000,000) 20,000,000

- (20,000,000 49,000,000  (29,000,000) 20,000,000

(60,000,000) - 35,000,000 (32,000,000 3,000,000

- 20,000,000 60,000,000  (20,000,000) 40,000,000

= - 20,000,000  (10,000,000) 10,000,000

(50,000,000 20,000,000 115,000,000  (62,000,000) 53,000,000

(50,000,000) - 164,000,000  (91,000,000) 73,000,000
1070 0628 0732 0856 0646
B 5

@ FBEEENR-_ZT—=FA=+—H
BT mRA BN ARRR ZEM  HiE
BECRERTRETR SRR [Hitt] -
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

32. SHARE OPTION SCHEMES (continued) 32.

The fair values of options granted under the New Share
Option Scheme measured at the date of grant during
the period ended 31 December 2013 was approximately
HK$30,490,000. The following significant assumptions
were used to derived the fair value using the Binomial
Option Pricing Model:

16 May 3 April
2013 2013
Total number of share option 20,000,000 94,000,000
Option value HK$0.2045 HK$0.2809
Option life 5 years 5 years
Expected Tenor 5 years 5 years
Exercise price HK$0.628  HK$0.628
Stock price at the date
of grant HK$0.460  HK$0.600
Expected volatility 87.11% 88.00%
Risk-free rate 0.427% 0.525%

Expected volatility was reference to Bloomberg calculated
from the weighted average historical volatility of weekly
return of share price of comparable companies and the
Company. Risk-free rate represents the yields to maturity
of Hong Kong Exchange Fund Note with respective
terms to maturity as at the share options granted date.
The expected life used in the model has been adjusted,
based on management’s best estimate, for the effects
of non-transferability, exercise restrictions and behavioral
considers.

No share options was exercised for both 12 months ended
31 December 2014 and 18 months ended 31 December
2018.
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

33. WARRANTS

On 5 November 2012, the Company entered into warrant
subscription agreements with six independent third
parties (“Group A Subscribers”), pursuant to which
the Company agreed to issue and Group A Subscribers
agreed to subscribe for an aggregate of 200,000,000
unlisted warrants at an issue price of HK$0.01 per warrant
(“Warrants (A)"). Each of Warrants (A) carries the right
to subscribe for one new share of the Company at the
initial exercise price of HK$0.54 per share (subject to
adjustment) during a period of two years commencing from
(and inclusive of) 5 December 2012, the date of issue of
Warrants (A).

On 3 December 2012, the Company entered into warrant
subscription agreements with another six independent
third parties (‘Group B Subscribers”), pursuant to which
the Company agreed to issue and Group B Subscribers
agreed to subscribe for an aggregate of 254,000,000
unlisted warrants at an issue price of HK$0.05 per warrant
(“Warrants (B)”). Each of Warrants (B) carries the right
to subscribe for one new share of the Company at the
initial exercise price of HK$0.59 per share (subject to
adjustment) during a period of two years commencing from
(and inclusive of) 21 December 2012, the date of issue of
Warrants (B).

Net proceeds from these issue amounted to approximately
HK$14,600,000 (after deducting the related expenses
of approximately HK$100,000) were recorded in warrant
reserve.

Warrants (A) and Warrants (B) lapsed on 4 December
2014 and 20 December 2014 respectively, and the warrant
reserve was released accordingly.

Annual Report 2014
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RZE—ZF+—HAR ARAIHER
BRIE=F ([AERBA]) TR
BERBEB RS B AARREIRET
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AR ERE A 51200,000,000153F EHR
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A FHEFRATE T ——F+=-AAH
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RBET M F NIRGI T EEFIR0.548 T
(A] FHAZ)REARE] — R

R_E——F+_F=H ARFHZS
INRBENE=75 ([BARBALI T
RREFRE R Bl AARRER
BITEE D RIREE0.05/8 0317 R BAE
RiE A R B A 5254,000,00017 3 £
MRRRER ([RREZRB)]) - FMHRK
EEBM SN TE —_E——F+_A
—+—R (BTREBEEBRHE) (2
EZB) TR ERNZYFTEETR
0.597 7T (7] T %) RIBA R & — IR FT

o

5% 5317 Z P15 3008 % B8 914,600,000
75 7T (240 Bk 48 B8 7 2 49100,0007%8 7T )
BT ARIREE R

RREBALRBREZEBD IR =Z
—E+—_AmMHEE-—ZT—WME+_A4
T+ HRB RRER FEEEERER -
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34. ACQUISITION OF SUBSIDIARIES

204

FOR THE EIGHTEEN MONTHS ENDED
31 DECEMBER 2013

(@) Acquisition of Hughes China Group

Pursuant to the announcement of the Company
dated 8 January 2013, the Company has entered
into an agreement with Oberlin Asia Inc (the “Hughes
China Vendor”) on 7 January 2013 which the
Hughes China Vendor conditionally agreed to sell
to the Company the entire issued share capital
of Hughes China Group at a consideration of
HK$273,000,000.

Hughes China Group is principally engaged in
development of internet technology and satellite
communication technology as well as trading
in satellite communication system devices. The
acquisition would enhance the Group’s market
shares and business development in the sale of
telecommunication products and services.

Neo Telemedia Limited
TEHFEEEEFRAA
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(Continued)

REMBHRRME

For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

34. ACQUISITION OF SUBSIDIARIES

FOR THE EIGHTEEN MONTHS ENDED
31 DECEMBER 2013 (Continued)

(@) Acquisition of Hughes China Group

(Continued)

The acquisition was completed on 5 April 2013. The
net assets acquired and the goodwill arising are as

follows:

Net assets acquired of
Property, plant and
equipment

Interests in an associate

Intangible assets
Trade receivable

Prepayments, deposits and

other receivables
Inventory

Cash and cash equivalents
Amount due to an associate

Trade payable

Other payable and accruals

Receipt in advance
Deferred taxation

Non-controlling interests

Total identifiable net assets
acquired
Goodwill on acquisition

TE-NEFR

34. WHEMT B A 7] (&)

BE-_E—=F+=ZHA=1+-—
HiE+N\EAB @&

(@) WEARTPEER @)

WER - T—=FOARARTMK-
IKBEEFEREENEHEN

T
Pre-
acquisition
carrying Fair value
amount adjustment Fair value
WEEATBREME  AFERE ATE
HK$’000 HK$’000 HK$’000
T T T T
FrusiE & =58
LER TN
4,781 - 4,781
REEE QAR 335 = 335
mIEE = 58,967 58,967
B 5 R IR 5K 100 = 100
FERFRIE - Ee Rk
B W IR 3,383 - 3,383
FE 853 = 853
RehkReEFED 3,428 = 3,428
AN NI (10) - (10)
B 5 TR (5,224) - (5,224)
LA < FRIE K E
ET R (1,365) = (1,365)
U = (541) = (541)
EAEF IR - (14,741) (14,741)
FEPE R i 2 (2,778) (24,324) (27,102)
P 8 AT 3851 5 A
R 22,864
Wig e 211,838
234,702
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

34. ACQUISITION OF SUBSIDIARIES 34. WEEMT B 2~ A ()
(Continued)
FOR THE EIGHTEEN MONTHS ENDED BE-ZE—=%1+=ZA=1+-—
31 DECEMBER 2013 (Continued) BiE+ @A @
(@) Acquisition of Hughes China Group (@) WEAKITPRER (@)

206

(Continued)

RN B EE S RE
MU R I B SR B E A R o it
SVEBEBRIM 2 BERE BFEHA
TR RIER  WamiE &K RRT
HERRKGHREERLEES T
BF AR 2 FE - AR RERA]
BRI EECEREE HEF
B AR EBPEBER -

Goodwill arose in the acquisition of Hughes China
Group because the cost of the acquisition included
a control premium, In addition, the consideration
paid for the acquisition effectively included amounts
in relation to the benefit of expected synergies,
revenue growth, future market development and the
assembled workforce of Hughes China Group. These
benefits are not recognised separately from goodwill
because they do not meet the recognition criteria for
identifiable intangible assets.

TEHILE TR R g B A T 1R
AN

None of the goodwill arising on this acquisition is
expected to be deductible for tax purpose.

Neo Telemedia Limited
TEHFEEEEFRAA
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

34. ACQUISITION OF SUBSIDIARIES

(Continued)

FOR THE EIGHTEEN MONTHS ENDED
31 DECEMBER 2013 (Continued)

(@) Acquisition of Hughes China Group
(Continued)

The consideration of the acquisition will be satisfied
by way of (i) cash in the amount of HK$27,320,000,
(i) allotment and issue of 119,000,000 consideration
shares at HK$0.72 each at an aggregate value of
HK$85,680,000 and (i) issue of convertible notes in
principal amount of HK$160,000,000 to the Hughes
China Vendor.

Consideration satisfied by: REUATHEXNXZGT

Cash Re
Consideration shares RER D
Fair value of convertible AR ERATE
notes
Net cash outflow arising WESEE A RIR &R F
on the acquisition #:

Consideration paid in cash AR & X KB
Cash and cash equivalents  FTER & RIR &
acquired ZEY

Annual Report 2014
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34. WHEM B A 7] (&)

BE-ZE—=%1+=ZA=1+-—
BiE+ @A @
(@) WEAKITPRER (@)

WEREBUTI AR I
()27,320,000% 7o IR & * (i) A 5 %
0.727% Jt Bic 3% K& % 17119,000,000
& X AEB B 10 - 48 (& {8 485,680,000
PETT - R (iR RET AR BB T B AT AR
% B8 4160,000,000/% 7T K 7] 32 i%
e

Fair value
AP
HK$'000
FHL

27,320
67,830

139,652

234,702

(27,320)

3,428

(23,892)

207



Notes to the Consolidated Financial Statements
GEMBHmRMET

For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

34. ACQUISITION OF SUBSIDIARIES 34. WEEHTE A~ A ()

(Continued)

FOR THE EIGHTEEN MONTHS ENDED BE-ZE—=%1+=ZA=1+-—

31 DECEMBER 2013 (Continued) BiE+N\EA @)

(@) Acquisition of Hughes China Group (a) WEAITPHER (&)
(Continued)
Acquisition-related costs of approximately 15 B AR B B AR #95,917,0008 7T 2
HK$5,917,000 have been charged as SFABE_T—=F+_A=+—
“administrative and other expenses’ in the AIE+N\EA &R EEREME
consolidated statement of profit or loss and other mlaEx [TRREMAXA-
comprehensive income for the 18 months ended 31
December 2013.
Since the acquisition, Hughes China Group B U DA RET R B B R E =
contributed approximately HK$8,746,000 and —E—=F+_A=+—HLE+N
HK$3,152,000 the Group’s revenue and loss for the BARMAER 2z W KEBESHE
18 months ended 31 December 2013 respectively. 8k #98,746,0007% 7T }3,152,000/%8

o
208 Neo Telemedia Limited
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For the year ended 31 December 2014 #HZ_—F—WWF+=-HA=+—HIFF

34. ACQUISITION OF SUBSIDIARIES 34. WiBHI B A 7] (@)

(Continued)

FOR THE EIGHTEEN MONTHS ENDED BE—_ZT—=Ft+-A=t+-—
31 DECEMBER 2013 (Continued) B+ NEA @

(b) Acquisition of CERNET Wifi Group (b) WEERERBEKER

Pursuant to the announcement of the Company
dated 25 January 2013, the Company entered into
an agreement with Lucky Smile Enterprises Limited
(the “CERNET Wifi Vendor”) on 25 January 2013
which the CERNET Wifi Vendor conditionally agreed
to sell to the Company the entire issued share capital
of CERNET Wifi Group at an initial consideration of
HK$69,616,800, subject to adjustments, but in any
event subject to a maximum aggregate consideration
of HK$194,400,000.

CERNET Wifi Group is principally engaged in the
provision of personal broadband access services
for China education and research network of China
Ministry of Education (‘CERNET”), including the
construction and operation of individual broadband
access network, the development of Internet content
and the provision of value-added telecommunication
services in all higher educational institutions that
are connected to CERNET. The acquisition would
enhance the Group’s market shares and business
development in the sale of telecommunication
products and services.

Annual Report 2014
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BEARBBHAE-ZT —=F—
AZT+HBMNRMH  ARARRZE
— =% — A=+ A HELucky Smile
Enterprises Limited ( [ 27 & & 48
BEH IV —ERE B E
RESEBESBKRGERERAR
AHEEREGEREE 225E
BEATIRAS - 912 R (B /69,616,800
BT (Al THE) EEMAIERT -
RER T &= /R194,400,000%
TT o

ERESPERERFENEAESD
BI%0 & B 5A2 #) R B3 B RHR A 4%
(f%ﬁ*ﬁ]?«ﬁj)ﬁ’ﬂl/\ L JA 1 AR
% RREERBRMAERZNS
%ﬁ?ﬁi‘lﬁkﬂlkg (ENEE- PN
WBANFREBAEANDT RIREEEE
BERTS - LXMW IE SRS AR EE
SHE EAEm &R T EA TS0
BAREBER-
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

34. ACQUISITION OF SUBSIDIARIES 34. WEEHTE A~ A ()
(Continued)
FOR THE EIGHTEEN MONTHS ENDED BE-ZE—=%1+=ZA=1+-—
31 DECEMBER 2013 (Continued) BiE+N\EA @)
(b) Acquisition of CERNET Wifi Group (b) HEERERPEE
(Continued) (#8)
The acquisition was completed on 24 April 2013. The WER—ZE—=FMA-_+MHAR
net assets acquired and the goodwill arising are as BeoPTEEEFRENELANEE
follows: U N
Pre-
acquisition
carrying Fair value
amount adjustment Fair value
WEBATBREE AFERAE AFE
HK$’ 000 HK$’000 HK$’000
FHE T T T FHE T
Net assets acquired of Bl & = 5 58
Intangible assets mAE - 100,160 100,160
Trade receivable =) AN 696 - 696
Prepayments, deposits FENFIE He k&
and other receivables H b e W 5K I8 11,405 = 11,405
Financial assets at fair AAFERAER
value through profit or K& & E
loss 31,460 - 31,460
Cash and cash equivalents H&NRIRESEEY 15,136 = 15,136
Trade payable B S MR (3,600) - (3,600)
Other payable and H fib S A K R
accruals FTERIE (4,259) = (4,259)
Deferred taxation EIERTIE - (25,040) (25,040)
Non-controlling interests FEFE AR A = (11,622) (18,780) (30,402)
Total identifiable net assets Fri BB Al s R F &
acquired E4% 95,556
Goodwill on acquisition Wi 2 = 67,648
163,204
210 Neo Telemedia Limited
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

34. ACQUISITION OF SUBSIDIARIES 34. WEEHTE A~ A ()

(Continued)

FOR THE EIGHTEEN MONTHS ENDED BE-_ZE—=F+=-HA=1+-—

31 DECEMBER 2013 (Continued) BiE+N\EA @)

(b) Acquisition of CERNET Wifi Group (b) WEEREFREEKEER
(Continued) (#8)
Goodwill arose in the acquisition of CERNET Wifi AR AN B IR IR E - )
Group because the cost of the acquisition included WHERRQEEEEEENE-
a control premium, In addition, the consideration Ioh BRI 2 WERE B5F
paid for the acquisition effectively included amounts ETE R RIER - W ig & R 2K
in relation to the benefit of expected synergies, MEEREERESNGEERE
revenue growth, future market development and the BETHRHNEENESEE  BRITR
assembled workforce of CERNET Wifi Group. These EHAI AR A E C ERIRE
benefits are not recognised separately from goodwil I EF W RN B EBRER

because they fo not meet the recognition criteria for
identifiable intangible assets.

None of the goodwill arising on this acquisition is T8 B bt TE U B T & 2 A AT YE A
expected to be deductible for tax purpose. MERZEE-
Annual Report 2014 211
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

34. ACQUISITION OF SUBSIDIARIES 34. WiBHI B A 7] (@)

(Continued)

FOR THE EIGHTEEN MONTHS ENDED
31 DECEMBER 2013 (Continued)

(b) Acquisition of CERNET Wifi Group
(Continued)

The consideration will be settled by cash and issue of
consideration shares by the Company.

Consideration satisfied by: RENL TG R

SN
Cash BRe
Contingent consideration RS ARE
payable (Note) (B=E)

Net cash outflow arising on W ELEMIR &R
the acquisition FEE
Consideration paid in cash AR & X KB
Cash and cash equivalents ~ FTWEEIR & MR &

acquired EEY

212 Neo Telemedia Limited
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BE-—2—=F1+=-A=t+-—-
B+ @A #
b)) WBEREGREKER

(%)
ARBARE RETRERD N
NEE

Fair value
AP
HK$’000
FHT

69,617

93,587

163,204

(69,617)

15,136

(54,481)
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

34. ACQUISITION OF SUBSIDIARIES

(Continued)

FOR THE EIGHTEEN MONTHS ENDED
31 DECEMBER 2013 (Continued)

(b) Acquisition of CERNET Wifi Group
(Continued)

Note: Depending on the number of the upcoming
subscribers of the personal broadband access
services (the “Users”) of the CERNET Wifi Group,
the potential undiscounted future payments that
the Group could be required to make under this
arrangement is capped at HK$124,783,200, and shall
be payable by the Group in installments by way of
the issue of an aggregate maximum of 173,310,000
consideration shares if the number of the Users
reaches 400,000 within one year from the date of
acquisition. The fair value of the amount payable
of HK$93,587,000 was recognised as contingent
consideration payable at the date of acquisition
and remeasured at the end of the reporting period.
During the 18 months ended 31 December 2013, a
gain of HK$93,587,000 was recognised in the profit
or loss for the changes in fair values of contingent
consideration payable.

Acquisition-related costs of approximately HK$2,307,000
have been charged as “administrative and other
expenses’ in the consolidated statement of profit or loss
and other comprehensive income for the 18 months ended
31 December 2013.

Since the acquisition, CERNET Wifi Group contributed
approximately HK$14,267,000 and HK$8,913,000 the
Group’s revenue and loss for the 18 months ended 31
December 2013 respectively.

Had the Hughes China Group and CERNET Wifi Group
combinations taken place to the Group at the beginning
of the 18 months ended 31 December 2013, the revenue
and the loss of the Group for the 18 months ended
31 December 2013 would have been approximately
HK$85,863,000 and HK$341,787,000 respectively. The
pro forma information is for illustrative purpose only and
is not necessarily an indication of revenue and results of
operations of the Group that actually would have been
achieved had the acquisition been completed on 1 July
2012, nor is it intended to be a projection of future results.

Annual Report 2014
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34. WHEM B A 7] (&)

BE-_E-—=H+-A=1+-
BiE+ @B @
b) WEEREGHEEKER

(#8)

e RTEREGEEEBREAES
BEAREAKRNBE (THFE])
HE AEEBREZLHXTEIE
2 BIEARBIR R R R ER A
124,783,200/ 7T B i & B I8
EARET—FANAFREE
F400,000 © A5 B fE B B AT
&% & $£173,310,0008% 1% 18 i%
BEHRDEAR B FRIBZ
N F{E93,587,00078 7T Ji A Uk B
HEAmER AR ANRE TR
REPREFFE - RBEE-Z
—=F+-A=+—HIt+N\#
A RIEBEFREMNSRARESN
A EEEHFER U 2£93,587,000
HIT e

U B% 48 B X AS #92,307,000/8 T E 5T A&
E-T—=F+—"F=+—HBIt+ /A
AzieBakEtEmkaER (TR
REMEAZ| K-

BRBIAR EREGEREEREE
—E-=F+t-_A=1+—HALt+N\{E
RARAAEE 2 W NEBD B ERA
14,267,0007% 7t 58,913,000/ 7T ©

WHE=—_FT—=F+=-A=+—H1
+ )\ A FI R ET o B & [ & B R A AR A
BEEBEEGHALREE AEEREE
—E—=F+-"F=+—HIt+/\@A
ry Uk %5 K 85 18 99 Bl 49 285,863,0007% JT
2341,787,000/8 7T ° B £ B BHE # 51 7~
BARAEAMBERN T ——FtA—
BEZKASBEEBERSED 2 K
MEZEZRER NTAEARREED
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e

For the year ended 31 December 2014 &2 = F—F+=-H=+—HI F&E

35. DISPOSAL OF SUBSIDIARIES 35. HEHRE A A

Pursuant to the Company’s circular dated 13 July
2012, the Company entered into a sale agreement
with a Purchaser in respect of the disposal of 100%
equity interests in Getbetter Group and B&S Group at
a consideration of HK$8,000,000, payable in cash (the
“Disposal’). The principal activities of Getbetter Group
and B&S Group are engaged in the production and sales
of videos and films, the licensing of video and copyrights/
films rights and artiste management. The Disposal was
completed on 28 September 2012 when control of the
Getbetter Group and B&S Group were passed to the
Purchaser.

On 28 September 2012, the Group completed disposal of
the Disposal Group, the net liabilities of Disposal Group at

BEAAGTAHA-ZT——FE+A+=
Azl ARG el —8E 5]
& %% M & Getbetterts B A & B&S
£ B 2 100% X A # 5 - {8 /8,000,000
B ALReI N (HESE]) -
Getbetterfe B M B&SEE F B E&{E
REEHGETERTR BRHEGTRE

REEREARBABEEL LES
R ZFE—ZF 1A=+ /\HGetbetter
SERBRSEE s IEFIEER EE K
FERK ©

R-FE——FhA-_t+N\B AKEE
TRHERENHESRE - HEKER

the date of disposal were as follows: HEHMAEFHEMT
Getbetter
B&S Group Group Total
Getbetter
B&S&E - L
HK$'000 HK$’000 HK$ 000
FHE T FHEIT FHET
Net liabilities disposed of: & 2 FafE:
Film rights, films in progress and & &k - &I
film royalty deposits FREFRiE
Re - 1,827 1,827
Trade receivables B 5 W IR 5K - 5 5
Prepayments, deposit and TERTRIE - e A
other receivables T i i W Rk IR - 20,249 20,249
Amounts due from Gebetter & U7 Getbetterss
Group IR 925 - 925
Cash and cash equivalents BehkIREeEEY 5 450 455
Trade payables B 5 EAERR (70) () (71)
Other payables and accruals ﬁf@?ﬁ IE &
FERTSRIE (470) (1,950) (2,420)
Deposits received BlilEe (1,262) (4,121) (5,383)
Amounts due to the Group JE AT 7R £ [ 3R (45,799) (91,369) (137,168)
Amounts due to B&S Group FEB&SE l KB - (925) (925)
(46,671) (75,835) (122,508)

Neo Telemedia Limited
TEHFEEEEFRAA



Notes to the Consolidated Financial Statements

For the year ended 31 December 2014 #HZ—-=

35. DISPOSAL OF SUBSIDIARIES (Gontinued)

36.

Gain on disposal of subsidiaries:
Cash consideration received and
receivables
Impairment loss recognised
during the year ended 30 June 2012
Waiver of loans granted
Net liabilities disposed of

Net cash inflow arising on disposal:
Cash consideration

Less: Cash and cash equivalents
disposed of

R R

—FE+—H=+—HIFE

35. HEWB A A &)
Total
st
HK$’000
T T
HEMB AT Z W :
B UK EWIR £ R (E
8,000
REE-_ZE——FXA=1THILFEER
ZREEE 7,142
ERZEREHRE (137,168)
EHaEFE 122,506
480
HEZRESRAFR:
BENRE 8,000
BEHZEERIBEEEY
(455)
7,545
Getbetterts [F [ B&SE [H ¥ /K &£ F K F

The impact of Getbetter Group and B&S Group on the
Group’s results and cash flows in the current and prior year

in disclosed in Note 14.

DE-CONSOLIDATION OF A SUBSIDIAIRY

As mentioned in note 3 to the consolidated financial
statements, the Group’s subsidiary = BB £ 43 489 4% &
# (b= ) BBR A A has been de-consolidated from the
consolidated financial statements of the Group as from 1

January 2014.

Annual Report 2014
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

36. DE-CONSOLIDATION OF A SUBSIDIAIRY

(Continued)

Details of the aggregate net assets of the abovementioned
subsidiary are set out below:

36. BURRE Afk— M B2 Al

(%)

P ERARAEEFENFIEERYI M
T

HK$’000
FETT
Property, plant and equipment Y% BB R 29,207
Goodwill Bk 67,648
Intangible assets mREEE 100,160
Trade receivables Z 5 IR K 2,533
Prepayments, deposits and TERIE R e R E AU FRIE
other receivables 2,585
Cash and cash equivalents ReRREeEEY 8,368
Other payables and accruals H b B 3B R B AT R (545)
Deferred taxation RIERIA (25,040)
184,916
Translation reserve PE W (R 1 (355)
Non-controlling interests FE1 I e (10,537)
Net loss on de-consolidation of BUBRAE AR —EWB AR 2 EBEFE
a subsidiary 174,024
Analysis of net outflow of cash BUB# & AR—HHBARELER
and cash equivalents arising from RekBAZBMRLFELN
de-consolidation of a subsidiary 8,368

Reference is made to the announcements of the Company
dated 19 December 2014 and 20 March 2015, the
abovementioned subsidiary has several legal proceedings
undergoing. As at the date of this report, the outcome
of the legal proceedings remained uncertain. As the
abovementioned subsidiary has been de-consolidated,
the Directors considered the legal proceedings will not
have any adverse impact on the consolidated financial
statements.

However, after taking into the consideration of i) the
factors leading to the de-consolidation of abovementioned
subsidiary as stated in Note 3 to the consolidated financial
statements; and ii) the uncertainties brought by the
abovementioned legal proceedings, the management has
decided to fully write off the investment cost of CERNET
Wifi Group amounting to HK$163,204,000 (Note 34(b))
as included in the statement of financial position of the
Company (Note 41).

Neo Telemedia Limited
TEHFEEEEFRAA
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R R

For the year ended 31 December 2014 #HZ_—F—WWF+=-HA=+—HIFF

37. OPERATING LEASES

THE GROUP AS LESSEE

Minimum lease payments paid under operating leases in
respect of office premises from continuing and discontinued
operations during the period amounting to approximately
HK$6,118,000 (for the 18 months ended 31 December
2013: HK$7,269,000).

Operating lease payments represent rentals payables by
the Group for certain of its office premises. Leases are
negotiated for a term of two years (for the 18 months
ended 31 December 2013: two years) with a fixed rentals
during the year ended 31 December 2014. None of the
leases included contingent rentals and terms of renewal
were established in the leases.

At the end of the reporting period, the Group had
commitments for future minimum lease payments under
non-cancellable operating leases which fall due as follows:

Within one year —F R
In the second to fifth years inclusive EF_EZFRF
(BIEEEMS)

Annual Report 2014
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e =

AEBEEREBEA

HANFERKIEGEEBRERAE
MELLEHEENNRERESOA
6,118,000 L (BE—_T—=F+_H4
=+—HI1E+ /@A :7,269,000/ T ) °

REMEFRAEAREREETHAE
MERENHES -HE-_T—HF+_H
=t+—HIEFE BONHBEERRME
(HE-Z—=F+_"A=+—HLE+AN
BA:-MFE) HeBE - HSEXAES
R R B F T R A -

RI|BERAR AEERER AT HHE
HO T A REEEHOR R KKERS
T AGE -

31 December 31 December

2014 2013
— Lk —T=F
t=A=t-B +=A=+-H
HK$’000 HK$'000
TR TAT

3,673 1,648

1,560 2,310

5,233 3,858
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

38. CAPITAL COMMITMENTS

38.

Commitments contracted for but not

provided in the consolidated financial

statements in respect of
— Acquisition of property,

BN T SERERE M
HRZERTHERERE

Hy PR
— WX BB &

plant and equipment B

39. MAJOR NON-CASH TRANSACTION

FOR THE 18 MONTHS ENDED 31
DECEMBER 2013

(@)

On 5 April 2013, the Group completed the acquisition
in the Hughes China Group upon the fulfillment of
all conditions as set out in the sales and purchase
agreement. The consideration of approximately
HK$67,830,000 and HK$139,552,000 were satisfied
by the Company’s ordinary shares and issue of
convertible notes. As part of the consideration,
119,000,000 new ordinary shares of the Company
with par value of HK$0.01 each were issued on 5
April 2013 as the consideration shares. The fair value
of ordinary shares issued was determined by referring
to the published price of HK$0.57 per share at the
date of the acquisition. For detalil, please refer to Note
34 to the consolidated financial statements.

During the 18 months ended 31 December 2013,
the Group has granted share options to certain
directors and eligible participants of approximately
HK$30,490,000.

B AN HE
31 December 31 December
2014 2013
—E-mF —F-=F
+=ZA=+-H +=ZA=+—8
HK$’000 HK$'000
FET FET
6,639 -

30. T BHEE RS
BE-2-=F+-f=+-

BiE+N@EA
@@ R-E—=FNARA X&H

Neo Telemedia Limited
TEHFEEEEFRAA

REKE B e 2 8RR
TRBBEARTTEEER - REQ
67,830,000/% 7T } 139,552,000/
TEEBRARREBRKEITH
BREBEE-FRIBOKE &
AREARN-_E-—=FWOARBHEIT
119,000,000/ & i [ {80.017%8 7T
ZHEBIESRERD - AETT
TR AFEDZ2ZEKRERS
ZRMERETROSTETEE &
LB F2HSEMBHRRME
34 -

REEZZT—=F+=-A=+—H
IET+N\EAHE AEBRETE
EREERL2EERLSBNA
30,490,000/ 7T 2 BE A HE
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

== /,\ =
40. SUBSIDIARIES 40. M1 B A A
Particulars of the principal subsidiaries at 31 December FEMBARR=-_Z—WME+_H
2014 are as follows: =T —HAZFEERDT
Place of
incorporation Nominal value of Normal value of Attributable equity
Class of and kind of authorisied paid up issued interests attributable
Name of subsidiary shares held legal entity share capital share capital to the Company Principal activities
TR ER L 4 8 % BEEN
WEARER FEROER  EEERERN AERAEE BRTRARE AAAEGER FTEXHK
Directly Indirectly
E& 4
LETERELH Ordinary PRC, limited liability RMB500,000 RMB500,000 - 70% Investment consultancy
BRAR company
Tk TE EREEAA AR %500,0007 AR 500,000 - 0% BEZH
LER=MakEm Ordinary PRC, limited liability RMB11,000,000 RMB11,000,000 - 51,1% Design and production of traffic
RHEEARAA company signboards and computer

graphics, advertisements and

signal systems equipment
Eak PEEREMRE  ARE1,000000m  ARE11,000,0007 - 511% R@ERE EREXEERER

BERRBORREHE

ERKBAER Ordinary PRC, limited liability RMB10,000,000 RMB10,000,000 - 100%  Sale of telecommunication products
BRAFE company and services
LAk PE-EREFAF  ARE10000000  AK%10,000,0007 - 100% HEEMERRMES
ERER— @R Ordinary PR, limited liability RMB3,980,000 RMB3,980,000 - 100%  Investment holding
BRAR company
LER PE - BREEAR AR#3980000  ARM3,980,0007 - 100% (AR
EREGBENER Ordinary PRC, limited liability RMB40,000,000 RMB40,000,000 - 75%  Provision of personal broadband
(R ERAF company access senvices
LBk PE AREAAR  AR%40000000T  AR¥40,000,0007 - 75% REEAZRRARSE
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Class of
Name of subsidiary shares held
WEARER Fiis RO ER
RETB& RN (R)  Ordinary
BRAR
LAk
IR FHEREE Ordinary
ZORMARA
LAk

*

Place of

incorporation Nominal value of

and kind of authorisied

legal entity share capital

EMALBER

EERRER EERAEE

PRC, limited liability RMB10,000,000
company

PE AREFAR  AR¥10000,000T

PRC, limited liability RMB10,000,000
company

hE EREAAE  AR¥10000,000

40.

Normal value of
paid up issued
share capital
BEEN
BRTRARE

RMB10,000,000
AE#10,000,00070
RMB10,000,000

AR %10,000,0007T

Subsidiaries acquired during the eighteen months ended 31

December 2013. Further details of acquisition are included

in Note 34.

The above table lists the subsidiaries of the Company
which, in the opinion of the directors, principally affected
the results for the period or formed a substantial portion
of the net assets of the Group. To give details of other
subsidiaries would, in the opinion of the directors, result in
particulars of excessive length.

Neo Telemedia Limited
TEHFEEEEFRAA

Notes to the Consolidated Financial Statements
GEMBHmRMET

For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

nl

LEIEEMNEIRE 3

Attributable equity
interests attributable
to the Company Principal activities
AR AELER TEXK
Directly Indirectly
E# R
= 45%  Sale of telecommunication
products and services
- 45% HEEAERRES
= 45%  Provision of VSAT communication
services
- 45% REAVSATE AR

* ZENBARIIREE T —=F1+=
A=+—H8 1+ /& A HfE A3 UEE -
FRANESEZE - THEBHAME
34

EREIEARBZHMBRAB EFAR
ZENBRREAREARNE 2 REE
ETEXEYARAETEEEFRZE
B - EFRL MEINHE MK E AT
ZHBERTREANRTTK-
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R R

For the year ended 31 December 2014 #HZ_—F—WWF+=-HA=+—HIFF

40. SUBSIDIARIES (Continued) 40. MY~ Al (4
Details of non-wholly owned subsidiaries of the Group that ZIK EEEAEEARFERER ZIEREW
have material non-controlling interests NEZFHEER
The table below shows details of non-wholly-owned KE EHmEERNEERER CIFEEN
subsidiaries of the Group that have material non-controlling NElZFHERET T
interests:
Place of
incorporation Proportion ownership
and principal interests and
place of voting rights held by Loss allocated to Accumulated
Name of subsidiary business non-controlling interest non-controlling interests non-controlling interests
ML FERBEREZ
(i EEL REIZEXHE HAEEDRREEEAL PREFERESZER 2t FERER
31 December 31 December 31 December 31 December 31 December 31 December
2014 2013 2014 2013 2014 2013
E-mE —F-= “E-mf ZT-=F  CZEBE-JmE %=

= . a: . e TR
=t-A = =t-A =t-f =t-A =t-A

EBR=MIHTRELN PRC 48.9% 48.9% 40,808 1,067 13,623 54,431
BRAT]
FEACHIH RSB EN B
BRAA
Hughes UnifiedNet Holding (China)  Hong Kong 55% 55% 5,139 7174 14,79 19,935

Company Limited and its
subsidiaries (Note)
Hughes Unified NetHolding (China) ~ 7%
Company Limited %
EMBAR ()

Individually immaterial subsidiaries (46) 30,122

with

non-controlling interests
RAEFERER .

EREEABAR

28,373 104,488
Note: B &
The subsidiaries are all wholly owned by Hughes UnifiedNet REBE-T—HWF+=-_A=+—H1L+=
Holding (China) Company Limited during the twelve months ended A &@Z_f—5¢+_ﬂ =+—H U:'H\
31 December 2014 and the eighteen months ended 31 December @ B - % % M & A 73 AHughes UnifiedNet
2013. Holding (China) Company LimitedZ & # A °
Summarised financial information in respect of each of ERAARSB A ERIEZERER 2 S
the Group’s subsidiaries that has material non-controlling BRAIZUBEEMBEFHINMAT AT
interests is set out below. The summarised financial KB BRI E S B AR B AT
information below represents amounts before intragroup K& o
eliminations.
Annual Report 2014 221

TE-NEFR



222

Notes to the Consolidated Financial Statements

o & BT R B R

For the year ended 31 December 2014 #Z —ZE—/F+—

40. SUBSIDIARIES (continued)
EBR=FMZEMREEMER DT

Current assets

Non-current assets

Current liabilities

Non-current liabilities

Equity attributable to owners of the Company

Non-controlling interests

Revenue
Expenses
Loss for the year/period

Loss for the year/period attributable to
owners of the Company

Loss for the year/period attributable to
the non-controlling interests

Loss for the year/period

HA=+—HIFFE

40. BB A A) ()
ERASHNZATREBEMRERAE

RABHEE ARGED
IEE Rt s

Yz
E3
FR/HRER

ARBERAREFA/
HREER

FIERREREIEFAN,
HRE B

FN/HAER

Neo Telemedia Limited
TEHFEEEEFRAA

31 December
2014
—E-NF
+=ZA=+-—H
HK$’000

FET

15,408

12,863

(412)

14,326

13,623

12 months
ended

31 December
2014
BE-Z—DF
+=ZA=+-H
E+={8A
HK$’000
FTHEx

1,047

(84,499)

(83,452)

(42,329)

(40,507)

(82,836)

31 December

2013

—_F—=
+=—A=+—8H
HK$ 000
FETT

27,769
86,469

(2,928)
56,879

54,431

18 months
ended

31 December
2013
HE-ZT—=%F
t=A=+—~
L+ A8 A
HK$'000

FAET

21,000
(23,181)

(2,181)

(596)

(572)

(1,168)
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

40. SUBSIDIARIES (Continued) 40. MY B R~ Al (#)
EREBR=MZHEHRBEEME R QA (Continued) EFBEBAR=AZETREEMER DA
(%)
12 months 18 months
ended ended
31 December 31 December
2014 2013

BE-Z-—NUF HE_ZT—=F
+=ZA=+—-8 +-A=+—8H
+={@A IE+AEA

HK$’000 HK$’000
FTHERT FAT
Other comprehensive loss attributable to  ZANA al#E B A fE{h

owners of the Company Hih2EEE (313) (518)

Other comprehensive loss attributable to  JEFE AR AE 25 FEAE
the non-controlling interests Hih2mEE (301) (495)

Other comprehensive loss FAEREAM
for the year/period 2 HEE (616) (1,013)

Total comprehensive loss attributable to AKRBHEE AL

owners of the Company 2 H AR (42,644) (1,114)

Total comprehensive loss attributable to eI R PR AL
the non-controlling interests FHEEEEE (40,808) (1,067)

Total comprehensive loss for the year/period 4 A,/ Hi K &
Eie4azm (83,452) (2,181)

Net cash inflow from operating activities REKEEG 2
R MAFRE 14,094 68,749

Net cash outflow from investing activities ~ R B E/EE) 2
B mHFE (14,579) (74,022)

Net cash inflow from financing activities REBEES
RERAFRE - _
Net cash outflow RE ML FRE (485) (5,273)
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For the year ended 31 December 2014 #EZ - ZF—[1F+—-H=+—HILFZE

40. SUBSIDIARIES (Continued) 40. BB A A) ()

Hughes UnifiedNet Holding (China) Company Limited Hughes UnifiedNet Holding (China)
and its subsidiaries Company Limited 5 £ fff B 2 7

31 December 31 December
2014 2013
—F-mF —F=F
T=A=+-8 +tZA=1—H
HK$’000 HK$’000
FET FAT
Current assets mENEE 15,244 5,815
Non-current assets ERBNEE 57,111 49,535
Current liabilities mEha & (38,648) (7,764)
Non-current liabilities EREBAE (6,804) (11,340)
Equity attributable to owners of iN/NETE ¥ =N g ey
the Company 12,106 16,311
Non-controlling interests JEIZE AR M = 14,796 19,935
12 months 18 months
ended ended
31 December 31 December
2014 2013
BE-Z-DDF #HE_ZT—=
+=A=+—-8 +tZA=1—H
IE+=M@A LE+NAEA
HK$’000 HK$’000
FET FHET
Revenue W #5 34,036 9,144
Expenses 53 (43,380) (22,187)
Loss for the year/period FR/HANEE (9,344) (13,043)
Loss for the year/period attributable to AKRARHE AEG
owners of the Company FR/HAEE (4,185) (5,8606)
Loss for the year/period attributable to FEVE AR 2 (G
the non-controlling interests FRHREER (5,114) (7,170)
Loss for the year/period FRHEAEE (9,299) (13,036)
224 Neo Telemedia Limited
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Notes to the Consolidated Financial Statements
rE MR EMEE

For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

40. SUBSIDIARIES (Continued) 40. MY B R~ Al (#)
Hughes UnifiedNet Holding (China) Company Limited Hughes UnifiedNet Holding (China)
and its subsidiaries (Continued) Company Limited & Z i B2 7 ()
12 months 18 months
ended ended
31 December 31 December
2014 2013

BE-2—NF HE_T=F
+=A=+-8 +=A=t-~
L+=A  LEHAEA

HK$’000 HK$’000
FEx FHET

Other comprehensive loss attributable to  ANQ &% A A FE(L

owners of the Company HEih2mEEE (20) (€)
Other comprehensive loss attributable to  JFEFE AR AE 25 FE G

the non-controlling interests Hibh2EEE (25) (4
Other comprehensive loss FAEREM

for the year/period E2HEEE (45) (7)
Total comprehensive loss attributable to RATHER ANES

owners of the Company > HEEER (4,205) (5,869)
Total comprehensive loss attributable to IR EREGEE

the non-controlling interests BB R (5,139) (7,174)
Total comprehensive loss for the year/period & A,/ #i KN & T

BRER (9,344) (13,043)

Net cash inflow/(outflow) from operating REKLEEH RS

activities WA i) F88 37,715 (2,955)
Net cash (outflow)/inflow from investing REBETH RS

activities O mAFRE (28,189) 40
Net cash inflow from financing activities REFE G

REMAFRE - =
Net cash outflow e m L FE (7,526) (2,915)
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

41. STATEMENT OF FINANCIAL POSITION  41. Bt Ak &

31 December 31 December
2014 2013
—2-mE —E =7
+=ZA=+—-H +ZA=+—8H
HK$’000 HK$ 000
FET FHET
Non-current assets FREEE
Property, plant and equipment I ER S 226 388
Investment in subsidiaries KRB AR ZIRE 120,513 571,641
120,739 572,029
Current assets REBEE
Prepayments, deposits and other receivables TEfTFUE - 154 R H
JFE W FRIE 5,229 60,844
Amounts due from subsidiaries JE U B B X B 3R 53,506 7,102
Derivative financial assets MEESRMEE - 711
Cash and cash equivalents ReRREEEY 6,242 552
64,977 69,209
Current liabilities REBEE
Other payables and accruals H fth & 1< 3008 I B 5T F0E 47,376 33,422
Amounts due to subsidiaries JiE <1 B BB A Bl 3K 7B 9,706 8,283
57,082 41,705
Net current assets REBEETHE 7,895 27,504
Non-current liability kREBEE
Convertible notes AR EE 148,768 142,240
Net (liabilities)/assets (BfE) BEFE (20,134) 457,293
Capital and reserves ERR#E
Share capital [N 275,492 255,492
Reserves i (295,626) 201,801
Total equity AL (20,134) 457,293
226 Neo Telemedia Limited
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For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

42. CONNECTED AND RELATED PARTY

TRANSACTIONS

Save as disclosed elsewhere in the consolidated financial
statements, the Group entered into the following material
transaction with connected and related parties during the
year/period.

COMPENSATION OF KEY
MANAGEMENT PERSONNEL

The remuneration of directors and key executives was
stated in Note 15, which is determined by the remuneration
committee having regard to the performance of individual
and market trends.

ACQUISITION OF PROPERTY, PLANT
AND EQUIPMENT

hITER ORY) MR BERMAR QA (the “Purchaser”),
a wholly-owned subsidiary of the Company, and f#% L&
HERAMR AT (the “Vendor”) entered into the property
acquisition agreements on 28 August 2014, pursuant to
which the Purchaser had agreed to purchase and the
Vendor had agreed to sell the four office units, namely room
1601, room 1602, room 1603 and room 1604 of Block 4,
Tower 1 located at Smart City, No. 1 Zhi Hui Road, Chan
Cheng District, Foshan, the PRC (the “Properties”) at the
aggregate consideration of RMB17,316,880.

As at 31 December 2014, deposit of RMB17,316,880
(equivalent to approximately HK$21,693,000) were paid to
the Vendor as deposit for the acquisition of property, plant
and equipment (31 December 2013: HK$nil).

The Vendor is substantially owned by Mr. Lie, a substantial
shareholder of the Company. The Vendor, being an
associate of Mr. Lie, is therefore a connected person
of the Company under the Rule 20.07(1) of the GEM
Listing Rules. Accordingly, the transactions contemplated
under the property acquisition agreements constituted a
connected transaction of the Company under Chapter 20
of the GEM Listing Rules.

Annual Report 2014
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42. FER S REBMA LR S

Brir A MR B 5 PR EEE 51
AEBREN/BANFTILATEAHE
MEBALTRS -

TEEEEBABZHMH

EERTBTRABZHFMENKE
165 - MAFHEEELERBARRR
MZBERET -

WEME BERRE

RZZE—MNMENA=-+N\B K2 a%&
BEWBARRIER ORI BERER
mBRAR (TERF]) HBELREERS
RARI (BRI IMERETZ B
It BAREEERERRE LS M@
NEERL - BNAATE R AR B LA [ S &
RS E ZHTIM4EE1 1R 551601 = ~ 551602
= 2H1603F K F1604= ([ %) - 48
R{EAHARYA17,316,8807T °

R-ZE—ME+-_A=+—HB 2RAX
S AR#17,316,8807T (HEE R4
21,693,000 L) IE S EAMEZZ D
(ZB—=%1+=-A=1+—8:THx) -

BENITEMARAZEIERRIIEESE
BE-ARBENIRIIGEZHEAL  BR
BRIER EMARRIZE20.07(1)EA/RAF]
FAEEA L B - |RIBAIRAR EARAE
0E - MEBEHABTRETZIRS
BRARBZEERS-
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For the year ended 31 December 2014 #EZ - ZF—[1F+=-H=+—HILF/E

43. CONTINGENT LIABILITIES A3. SR BE

PENDING LITIGATIONS

Reference is made to the announcement of the Company
on 15 October 2014 regarding the receipt of a winding-
up petition (the “Winding-up Petition”) by the Company
on 15 October 2014, presented by Beyond Net Service
Limited (the “Petitioner”) at the Court of First Instance of
the High Court of the Hong Kong Special Administrative
Region (the “High Court”) against the Company. The
Winding-up Petition concerns a sum of HK$3,067,500
(the “Claim”), being the amount of a cheque issued by
the Company on behalf of Cloud Computing Investment
Limited (“Cloud Computing”), a wholly-owned subsidiary
of the Company, to the Petitioner pursuant to a consultancy
agreement entered into between the Petitioner and
Cloud Computing on 1 August 2012 (the “Consultancy
Agreement”). In accordance with the Consultancy
Agreement, the Petitioner should provide certain
consultation to Cloud Computing within one year from the
date of the agreement but the Petitioner has failed to do
s0. Having reviewed the details of the Winding-up Petition
and the relevant facts, the Company has instructed its
legal advisers to apply for striking out and dismissal of the
Winding-up Petition, which will be heard at the High Court
on 4 May 2015.

The Company has further instructed its legal advisers to
advise and take action on behalf of Cloud Computing
against the Petitioner on the Petitioner’s failure to perform
the Consultancy Agreement.

Provision had been made regarding the Claim in the
consolidated financial statements.

228 Neo Telemedia Limited
TEFEEEEEGRAR

FREFD
ZRARNARBBHR-ZE—NFT+A
THBZAM ABREBEARFR=
T—mF+ A+ 5 H U EIBeyond Net
Service Limited (28 A ) #T ¥ A A A
MEBFTHRESEFER (8%
R RINVEERBE 2ERER ([FEE
i) 5B 2P K FKIA3,067,50078 7T
([R&E]) - AIARR AR KA B EimEHE
KREERAR ([PEEHRRE] - AAF
ZEEWBART)IREBEZ2BARPEER
BERZZE—Z—FNA B2
ek ([BABR]) A2FAMFAALE
L BIBH AR 2R ARRZKB
% B H R R — F AR EEwm B R M
ATHARS B2F AKRERMEES
RIS -1 EBEREF 2 M RIEHEE
BE® ARQREREEEBEMBFIIR
FEEEeN - E-—RERANBES
LR ETRANERER

ARBEE-—FHETELLZBERREF
ARBEBITERBRAEHRER LR F
BEmP R 28 ARL A -

ERGAMBREARBRELEE-
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Notes to the Consolidated Financial Statements

REMBHRRME

For the year ended 31 December 2014 #EZ =ZF—[1F+=-H=+—HILFZE

EVENTS AFTER THE REPORTING
PERIOD

On 30 January 2015, NEO Mobile Holdings Limited (‘NEO
Mobile”) and an independent third party (the “Vendor”)
entered into an agreement regarding Guangdong Wei Hai
Xiao Yuan Mobile Network Company Limited* ( (BN ER
EERBEBERLERAFME) ) (the “Agreement”).
Pursuant to the Agreement, the Vendor has conditionally
agreed to execute and procure the execution of certain
structured contracts (the “Structured Contracts”) and
NEO Mobile has conditionally agreed to procure the
issuance and allotment of 303,000,000 ordinary shares of
the Company to the Vendor at HK$0.33 per Share with the
total subscription price of HK$99,990,000.

As at the date of this report, the transactions contemplated
under the Agreement have not been completed.

CONTINGENT CONSIDERATION
PAYABLE

As stated in Note 34(b), the Group has completed the
CERNET Wifi Group acquisition at a total consideration of
HK$163,204,000 on 24 April 2013 (“Completion Date”).
Pursuant to the acquisition agreement, the consideration
should be settled by cash of approximately HK$69,617,000
and an aggregate maximum amount of HK$124,783,200
(the “Variable Consideration”) shall be payable by
the Company in installments by way of the issue of an
aggregate maximum of 173,310,000 Consideration Shares
if the number of the Users reaches 400,000 within one year
from the Completion Date.

The Company shall review (the “Review”) the performance
of the Business of the CERNET Wifi every three months
during the one year from the Completion Date. The
Company shall pay a portion of the Variable Consideration
to the CERNET Wifi Vendor by way of the issue of such
number of the Consideration Shares at HK$0.72 per
Consideration Share.
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HEHREIR

N—ZE—RE—A=1H PEHFHEEHE
BIERBERAR ([PEHESES )=
—ZBUE=F ([BF])FIZ (EARE
RENERERBAEHR A RMNHE)

([B=&]) - BB BEOABRGRES
EWREHFE THEBIESD ([HEBMH®
&R FEFEEBBEKRERER
F A B R AR 170.3373 TR B /5 817 R I
¢ 7N /X A]303,000,0000% 3 38 f% + 42 52 8

{& /99,990,000/8 7T °

RSB E BB THET RS
AR -

FET AR RAB

MK E34(0)FTE - AEBER T
—ZFMNA-+HB([EXRBH])=x
KRERERBEREBNE ARER
163,204,000/% 7T 1R 15 W & 173 5% - B [
R BB AR € %£969,617,00078 7T K& {4
BEEXAHBT—FARAFPH&EES
400,000 ' Bl R R RIZBA BT &= A &
173,310,000 (R B R 2 &I 75 2 5 B2 -
Ra& A 124,783,200/ 7 ([T #14K
B]) = fTe

ARABBRETKBHES —FRAE=
BEAHERKERBNERERS — KX
([aa]) ARBABBRERNRERK
0728 T EITHEZRE MR ERND
BERESRKRE T XN ZERE-
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45.

406.

230

CONTINGENT CONSIDERATION
PAYABLE (Continued)

At 24 April 2013, based on the directors’ best estimation,
the fair value of amount payable of HK$93,587,000 was
recognised as contingent consideration payable as stated
in Note 34(b).

At 31 December 2013, the Company performed the
Review on the actual performance of the CERNET Wifi
Group, a fair value gain of HK$93,587,000 was recognised
as the result of Review.

At 23 April 2014, the Company completed the last Review
on the actual performance of CERNET Wifi Group, no
Consideration Shares were issued.

APPROVAL FOR CONSOLIDATED
FINANCIAL STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the board of directors on 27 March
2015.

45.

406.

Neo Telemedia Limited
TEHFEEEEFRAA

FERT S ARAE ()

BNHTEES4(0)FTEL - IRIBE S 2 & EAET
R-ZE—=FEmMA-+HB  ENKE
~ ¥ {B938,587,000/% 7T E i 3R £ FE 15 3k
NRAB

RZB—=F+-_A=+—HB AQF
HEREGRRESEZERRAETR
A A FEWE93,587,00078 T E HER A
AT AR

R=B—MEMA=+=H ARFR

ARHBEBEGEREEERRENKER
Al YW EBITRERD

HESR S M IE R

GANBREDHEFEN - AF
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The following is a summary of the published consolidated results
and of the assets and liabilities of the Group:

RESULTS

Turnover
Cost of sales

Gross profit

Other income and gains

Selling and marketing costs

Administrative and other expenses

Impairment loss recognised in
respect of goodwill

Net loss on de-consolidation of a
subsidiary

Change in fair value of contingent
consideration receivable

Change in fair value of contingent
consideration payable

EEH

HERA

EF

N ON L E

HE RMIGHERKAR
THEREME S

A RER ZREEE

kA A

G P et
B SARE 2

AT EEH
B HAREZ

AT EEH

Impairment loss recognised in respect 3L & & EHER <

of intangible asset

Loss on early redemption of
convertible notes

Change in fair value of derivative
financial assets

Change in fair value of
convertible notes

Share of loss of an associate

Loss from operation
Finance costs

Loss before taxation
Income tax credit/(expense)

Net loss for the year/period

RIEER
REBETRREREY
BB
FESRAEY
ATEED
BB
AT ER
s —RIR R
BEEBHER
B
i BA 1R
FABES, (%)
E/ BRERFE

Annual Report 2014

12 months
ended 31
December
2014

BE
—E-mE
+=A
=t-1
t+=@A
HK$’000
FTER

34,550
(23,628)

10,922
755
(2,718)
(118,345)

(254,966)

(174,024)

(84,802)

(711)

(623,889)
(23,373)

(647,262)
14,770

(632,492)

TE-NEFHR

Financial Summary

B B 18 =

For the 12 months ended 31 December 2014 #EZ =L —PF+=H=—+—Hi1r+=1EFA4

AT BAKREETER 2GR E BERAE

e

18 months
ended 31
December
2013
HE
—EF—=
+=H
=+—8
I\ {E A
HK$'000
FHET

61,067
(29,900)

31,167
20,528
(5,270)
(124,706)

(301,997)

93,587

(23,769)

(5,495)

(335)

(316,290)
(11,986)

(328,276)
2,758

(325,518)

12 months ended 30 June
BERA=T+HLET=@EA

2012

—E——F
HK$’'000
FHAT

100,180
(9,396)

90,784
3,180
(1,741)
(112,489)

(541,458)

33,972
183,415
(109,316)

(1,596)

702

(454,547)
(1,305)

(455,852)
35,630

(420,222)

2011

—T——fF
HK$'000
FAET
(Restated)
(g=5)

27,163
(5,359)

21,804
12,025

(2,846)
(57,686)

(329)

(27,032)
(222)

(27,254)
(3,809)

(31,063)

2010

—E-FEF
HK$'000
TET
(Restated)
(ge=5)

44,626
(43,013)

1,613
2,315
(6,970)
(35,509)

(5,895)

(44,446)
®)

(44,454)
(10)

(44,464)

231
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Financial Summary

BAT =

For the 12 months ended 31 December 2014 #HZ=F—PIF+ =/ =+—HiF+=1EA

ASSETS AND LIABILITIES

Non-current assets

Current assets
Current liabilities

Net current (liabilities)/assets
Non-current liability

Net (liabilities)/assets

EERERE

At 31 December

R+=A=+-8
2014 2013
R-E-ME R-T-—=F
HK$'000 HK$'000
TR TET
ERBEE 99,259 628,598
MEEE 48,516 114,890
MEEE (95,272) (58,318)
T (8fE)/EEFHE (46,756) 56,372
EnBAR (155,572) (183,606)
(BfE)/BEFE (103,069) 501,564

Neo Telemedia Limited
TEFEEEEFRAA

2012
—E-C-F
HK$'000
THEx

440,054

254,265
(73,494)

180,771
©,772)

611,063

At 30 June
RAA=1H

2011
“E——F
HK$'000
THL
(Restated)
(m%3))

1,120,388

171,196
(360,552)

(189,356)
(45,705)

885,327

2010
—F-%F

HK$'000
THET
(Restated)
(mE5)
302,654

238,245
(89,686)

148,569

451,213
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