ExHmSEEIRTRAS]

SMI PUBLISHING GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)
(REASHEEMALZBRAR)

Stock Code % 17 X, 5% : 8010

200/ cen®




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

GEM has been established as a market designed to accommodate companies to which a high
investment risk may be attached. In particular, companies may list on GEM with neither a track
record of profitability nor any obligation to forecast future profitability. Furthermore, there may be
risks arising out of the emerging nature of companies listed on GEM and the business sectors or
countries in which the companies operate. Prospective investors should be aware of the potential
risks of investing in such companies and should make the decision to invest only after due and
careful consideration. The greater risk profile and other characteristics of GEM mean that it is a
market more suited to professional and other sophisticated investors.

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

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

The Stock Exchange takes no responsibility for the contents of this annual report, makes no representation as
to its accuracy or completeness and expressly disclaims 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 annual report, for which the directors (the “Directors”) of SMI Publishing Group Limited (the “Company”)
collectively and individually accept full responsibility, includes particulars given in compliance with the Rules
Governing the Listing of Securities on GEM of the Stock Exchange (the “GEM Listing Rules”) for the purpose of
giving information with regard to the Company. The Directors, having made all reasonable enquiries, confirm
that, to the best of their knowledge and belief: (1) the information contained in this annual 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 annual report misleading, and (3) all opinions expressed in this annual report
have been arrived at after due and careful consideration and are founded on bases and assumptions that are
fair and reasonable.
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Chairman’s Statement

EFE®RES

| am pleased to present the annual results of SMI Publishing Group
Limited (the "Company”) and its subsidiaries (“the Group”) for the
financial year ended 31 March 2007.

For the year under review, the Group recorded a decline in turnover
as compared with the previous financial year. The Group has faced
keen challenges from competing with free newspapers that is move
a expect to change the landscape of the Hong Kong media market.

While recognizing that we are working in a market with intense
competition, we expect the years to come to be more challenging
for the Group. The management will monitor the market and modify
the business operations, structures and strategies when necessary
to improve the current financial status of the Group, enhance
operational performance and strengthen the business foundation.

I would like to take this opportunity to express my gratitude to all
management teams and our staff members for their dedication and
significant contributions in the past year. | would also like to express
my sincere appreciation to all fellow shareholders, customers and
business partners for their continuous support in the Group.

On behalf of the Board
Qin Hong
Chairman

Hong Kong, 21 February, 2008
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Biographical Information of Directors

6

EXECUTIVE DIRECTORS

Mr. QIN Hong, aged 35, was appointed as the Chairman and an
executive Director of the Company on 13 April 2006. He is also the
Chairman of Stellar Megaunion Corporation, a PRC incorporated
company, the A-shares of which are traded on the Shenzhen Stock
Exchange. He holds a degree from university and has over 8 years
experience in the media and telecommunication industry in the
People’s Republic of China. He is the younger brother of Mr. Qin
Hui who is the 100% beneficial owner of Strategic Media
International Limited, a substantial shareholder of the Company.

Mr. WANG Fei, aged 34, was appointed as an executive Director
of the Company on 25 July 2006. He holds a degree from Peking
University. He had been working for an internationally renowned
foreign owned conglomerate established in Beijing in legal and
management aspects.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. SHI Bin Hai, aged 45, was appointed as the independent non-
executive Director of the Company in April 2004. He graduated in
1983 with a law degree of Hua Dong Zheng Fa Xue Yuan and has
over 20 years’ experience in media business of the PRC. Mr. Shi
was and is a chief editor and senior reporter of various prestige
newspapers since 1983 up to the present.

SMI Publishing Group Limited ¢ Annual Report 2007
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Biographical Information of Directors

Mr. YAN Chun, aged 45, was appointed as the independent non-
executive director of the Company on 29 September 2004. He
graduated form Renmin University of China and has about 20 years’
experience in newspaper publication. Currently, Mr. Yan is the
deputy general manager of Beijing Youth Report Xiao Hong Mao
Publishing Company.

Mr. Jiang Jin Sheng, aged 52, was appointed as the independent
non-executive director of the Company on 20 April 2007. He
graduated from Zhong Yang Guang Bo Dian Shi University in the
People’s Republic of China majoring in Corporate Management.
He has been working in Wuhan City Synthetic Fiber Factory, chief
inspector in the import and export department of Shenzhen Shenhau
Industrial Commercial Development Limited, and as controller of
the administrative department in Shenzhen Sheng Ting Yuan
Investment Limited. He has extensive expensive in corporate
management.

Mr. Kong Tsz Wing, aged 56, was appointed as the independent
non-executive director of the Company on 20 April 2007. Mr. Kong
is a fellow member of the Association of Chartered Certified
Accountants since 1985 and became a fellow member of Hong
Kong Institute of Certified Public Accountant in 1995. He became
an ACA of The Institute of Chartered Accountants in England and
Wales in October 2004. He was a former Vice President and Former
Chairman of Mainland Affairs Committee of Hong Kong Institute
of Accredited Accounting Technicians. He is also the Hon. President
of The Institute of Financial Accountants in Hong Kong. Mr. Kong
has been a Certified Public Accountants since 1981. He holds a
bachelor degree in Accounting and a bachelor degree in Business
Administration. He is a sole practitioner of the firm Messrs. James
T. W. Kong & Co., Certified Public Accountants (Practising). Mr.
Kong was an elected District Board member since 1991 and is
currently an elected District Council member. He is actively
participating in community services and has been appointed by the
Hong Kong SAR Government to sit on various committees and
appeal boards in Hong Kong.
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Management Discussion & Analysis
BEENWR DN

8

BUSINESS REVIEW

For the year ended 31 March 2007, the Group’s recorded a loss
from operations of approximately HK$68,978,000 (2006: loss of
approximately HK$85,758,000) and turnover of approximately
HK$67,754,000 (2006: HK$84,051,000). The net loss attributable
to shareholders for the year was approximately HK$104,845,000
(2006: HK$100,972,000).

The readership of Sing Pao Daily News (“SPDN") is difficult to expand
due to severe market competition from the circulation of free
newspapers. The board of directors has put stringent efforts to
reduce the operating costs and withheld any unprofitable projects
during the year under review that resulted a reduction of distribution
cost and administrative expenses by 19.7% and 5.8% respectively
compared with last year.

The finance cost has increased by 53.9% compared to last year due
to increase in shareholder’s loan and the convertible note issued in
2005.

LIQUIDITY, FINANCIAL RESOURCES AND GEARING
RATIO

During the year under review, the Group financed its operations by
internally generated cash flow and loans from related companies,
Strategic Media International Limited (“SMIL"”), a substantial
shareholder of the Company and other parties.

As at 31 March 2007, the Group had bank balances and cash of
approximately HK$2,026,000 (2006: HK$910,000).
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Management Discussion & Analysis

EEENWRDN

As at 31 March 2007, the outstanding loans amounts of the Group
amounted to approximately HK$176,538,000, an increase of
HK$60,691,000 from last year was mainly used for the operating
expenses for SPDN.

As at 31 March 2007, the total assets of the Group were
approximately HK$32,722,000 (2006:HK$49,893,000) whereas the
total liabilities were approximately HK$285,390,000 (2006:
HK$195,545,000). The gearing ratio of the Group, calculated as
total liabilities over total assets, was approximately 872.2% (2006:
391.9%).

The Group's income is primarily denominated in Hong Kong dollars
while the production cost are largely denominated in Hong Kong
dollars and US dollars. Should the currency peg in Hong Kong remain
unchanged, the Group is not exposed to any foreign exchange risk.

BUSINESS OUTLOOK

Looking ahead, while expansion of readership segments is difficult
due to the existence of free-of-charge newspapers, the Group is
exploring the business of being a subcontractor of other publishers
with the purpose of diversification for drawing new source of
income.

PLEDGE OF ASSETS
As at 31 March 2007, the Group did not have any substantial pledge
of assets (2006: NIL).

CONTINGENT LIABILITIES

Details of the contingent liabilities are set out in note 31 of the
financial statements.
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Management Discussion & Analysis
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DIVIDEND

The Directors do not recommend the payment of a final dividend
for the year ended 31 March 2007 (2006: Nil).

NUMBER OF EMPLOYEES AND REMUNERATION
POLICIES

As at 31 March 2007, the Group employed approximately 277
(2006: 344) employees. Employees’ remuneration packages are
reviewed and determined by reference to the market pay and
individual performance.

ANNUAL GENERAL MEETING

The 2007 Annual General Meeting of the Company (“2007 AGM")
will be held on 31 March 2008.

CLOSURE OF REGISTER OF MEMBERS

For the purpose of determining the identity of the shareholders
entitled to attend and vote at the 2007 AGM, the register of
members of the Company will be closed from Tuesday, 25 March
2008 to Monday, 31 March 2008, both days inclusive, during which
period no transfer of shares will be effected. All transfers
accompanied by the relevant certificates must be lodged with the
Company'’s transfer office and share registrar in Hong Kong,
Computershare Hong Kong Investor Services Limited, Rooms
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong for registration not later than 4:00 p.m. on
Tuesday, 25 March 2008.
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Directors’ Report

ESEERESE

The Directors have pleasure to present their report and with the
audited financial statements of the Company and of the Group for
the year ended 31 March 2007.

PRINCIPAL ACTIVITIES

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

RESULTS

The results of the Group for the year ended 31 March 2007 is set
out in the consolidated income statement on page 35 of the annual
report.

No interim dividend has been paid by the Company during the year
and the Directors do not recommend the payment of a final dividend
for the year ended 31 March 2007.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in share capital and share options of the
Company during the year are set out in notes 28 and 33 respectively
to the accompanying financial statements.

RESERVES

Details of the movements in the reserves of the Company and the
Group during the year are set out in note 29(b) to the financial
statements and in the consolidated statement of changes in equity
respectively.
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Directors’ Report
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PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group are set out in note 15 to the financial statements.

SUBSIDIARIES

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

MAJOR CUSTOMERS AND SUPPLIERS

For the ended 31 March 2007, the five largest customers and the
largest customer of the Group accounted for approximately 69%
and 62% respectively, of the Group’s turnover. The purchases
attributable to the Group’s five largest suppliers and the largest
supplier of the Group were approximately 90% and 29%
respectively, of the Group’s cost of sales.

As far as the Directors are aware, neither the Directors, their
associates (within the meaning of the Rules Governing the Listing
of Securities on GEM of the Stock Exchange (“the GEM Listing
Rules”)) nor those shareholders which to the knowledge of the
Directors own more than 5% in the Company’s share capital had
any interest in the five largest customers.

SMI Publishing Group Limited ¢ Annual Report 2007

W% - BERRE

AEBZYE  BERERBZEEDFE
N BRI EES

B B8 2 7

RARMB AR 2 IR B S R
FF17 °

FREFRHEER

BHE_ZT+F=-A=1+—HIFE -
AEBRAARFPRGABTE D AMGAS
B 2 E469% K 62% ° ANEE T AM
FERE R AR 2 SRR D R A&
B SHEMAN4I90% [ 29% °

REEMM SEF WEZIBEA
(EERBRXAAIERE S TR A
(TBIZEIR EMARA)) KR (FLESFPT
R ARRFIS%IA EIRARZ BRI
RAREFRATMHER -



Directors’ Report

EEERES

DIRECTORS 5E

The Directors of the Company in office during the year and up to  RERREEARNHE B BT A AR E
the date of this report are as follows: EZATWHT:

Executive Directors HITES

QIN Hong (Chairman)

HAO Bin

WANG Fei
(Chief Executive Officer)

XING Jing

LI Kai

Non-executive Director

KWOK Yat Ming

(appointed as Chairman and
executive Director on 13 April 2006)

(appointed as Chief Executive Director
on 12 May 2006 and resigned on 10
October 2007)

(appointed as executive Director on
25 July 2006)

(resigned on 13 April 2006)

(resigned on 19 June 2006)

(resigned on 20 April 2006)

Independent non-executive Directors

SHI Bin Hai
YAN Chun
JIANG Jin Sheng

KONG Tsz Wing

(appointed on 20 April 2007)

(appointed on 20 April 2007)
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In accordance with Article 98 of the Articles of Association of the
Company (”Articles”), Messrs. JJANG Jin Sheng and KONG Tsz Wing
were Directors appointed by the Board after the 2007 annual general
meeting of the Company, and therefore shall retire and, being
eligible, offer themselves for re-election at the forthcoming annual
general meeting ("AGM").

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As at 31 March 2007, none of the Directors and chief executive of
the Company had any interests and short positions in the shares,
underlying shares or debentures of the Company or any associated
corporations (within the meaning of Part XV of the SFO) as recorded
in the register of the Company required to be kept under section
352 of the SFO or notified to the Company and the Stock Exchange
pursuant to the required standard of dealings by directors as referred
to in Rule 5.46 of the GEM Listing Rules.

Save as disclosed above, at no time during the year was the Company
or its subsidiaries a party to any arrangement to enable the Directors,
their spouses or children under 18 years of age to acquire benefits
by means of the acquisition of shares in, or debentures of, the
Company or any other body corporate.
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Directors’ Report

ESEERESE

SUBSTANTIAL SHAREHOLDERS

As at 31 March 2007, the persons or corporations (not being a
Directors of chief executive of the Company) who had interests or
short positions (directly or indirectly) in the shares or underlying
shares of the Company which fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO or
who are substantial shareholders required to be kept under Section
336 of the SFO or have otherwise notified to the Company were as

FERR

R-ZZZALF=A=+—0H REESH
KRG RGIFEXVERSE2 N 530 BR AR A
NREREE MR RE 5 M B RP1%336
FFEMRREMEARRTF] » MIIAL
F o (WIFEFHARFEEITHA
8) BB AN ARy M ARRE I 2 #E s
SRR (BRRER)WT

follows:
Approximate
No. of shares of  Percentage of
Name of shareholders Capacity The Company held shareholding
BEXRAT BARR
IREREE 54 RGH BB Bok
QIN Hui Held by controlled 261,473,945 26.37%
Corporation (Note 1)
g B et N kv 261,473,945 26.37%
(BfE1)
Held by controlled 1,000,000,000 100.84%
Corporation (Note 2)
S VNS 1,000,000,000 100.84%
(Htat2)
Strategic Media International Beneficial owner 261,473,945 26.20%
Limited (Note 1)
EEERA 261,473,945 26.20%
(BfE1)
Beneficial owner 1,000,000,000 100.84%
(Note 2)
BEmEBA 1,000,000,000 100.84%
(Htat2)
LAM Ka Chung William Held by controlled 71,873,415 7.25%
Corporation (Note 3)
MK et NS ok v 71,873,415 7.25%
(H1723)
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No. of shares of

Approximate
Percentage of

Name of shareholders Capacity The Company held shareholding

BEXRAT BARR

IRERERE 54 RH BB Bak

LAM Wong Yuk Sin Mary Held by controlled 71,873,415 7.25%
Corporation (Note 3)

MEE% S VNS o 71,873,415 7.25%
(Ft5E3)

CHOI Koon Shum Jonathan Held by controlled 71,873,415 7.25%
Corporation (Note 3)

FEER SE VNI o 71,873,415 7.25%
(Ff&E3)

KWAN Wing Kum Janice Held by spouse 71,873,415 7.25%
(Note 3)

AR [R5 71,873,415 7.25%
(Ft5E3)

Kingsway International Held by controlled 71,873,415 7.25%
Holdings Limited Corporation (Note 3)

SE VNI o 71,873,415 7.25%
(Ff&E3)

Innovation Assets Limited Held by controlled 71,873,415 7.25%
Corporation (Note 3)

S VNI 71,873,415 7.25%
(Ft5E3)

World Developments Limited Held by controlled 71,873,415 7.25%
Corporation (Note 3)

SE VNI o 71,873,415 7.25%
(Ff&E3)

SW Kingsway Capital Held by controlled 71,873,415 7.25%
Holdings Limited Corporation (Note 3)

fE= e RIERERAA S VNS o 71,873,415 7.25%
(Ft5E3)
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Approximate
No. of shares of  Percentage of
Name of shareholders Capacity The Company held shareholding
BEEXLQT BARR
REREHE 37} ROEE Btk
Kingsway China Held by controlled 71,873,415 7.25%
Holdings Limited Corporation (Note 3)
S VNS 71,873,415 7.25%
(H1aE3)
Festival Developments Limited Held by controlled 71,873,415 7.25%
corporation (Note 3)
REHI AR 2w 71,873,415 7.25%
(H17£3)
Kingsway Lion Spur Beneficial owner 71,873,415 7.25%
Technology Limited (Note 3)
EanEBA 71,873,415 7.25%
(H1aE3)
JIAQ Erli Beneficial owner 93,000,000 9.38%
(Note 4)
EHSERAA 93,000,000 9.38%
(FHfzta)
SINA Corporation Beneficial owner 51,769,817 522%
(Note 4)
EnEBA 51,769,817 5.22%
(Hiaz4)
PENG Chi Hui Beneficial owner 50,000,000 5.04%
(Note 4)
TRE EHERAA 50,000,000 5.04%
(FHtta)

TETLEFR e EXHREBARAT 17
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Notes:

1. Strategic Media International Limited is wholly owned by Mr. QIN Hui.

2. These 1,000,000,000 underlying Shares are derived from the 1.5%
HK$50,000,000 convertible note issued by the Company to Strategic Media
International Limited on 30 April 2005 for a term of 2 Years convertible into
Shares at the conversion price of HK$0.05 per Shares.

3. Kingsway Lion Spur Technology Limited (“KLST") is a wholly-owned subsidiary
of Festival Developments Limited (“FDL"). FDL is a wholly-owned subsidiary of
Kingsway China Holdings Limited (“KCH"). KCH is a wholly-owned subsidiary
of SW Kingsway Capital Holdings Limited (“SWK"), the entire issued share
capital of which is listed on the Main Board. SWK is a non-wholly owned
subsidiary of World Developments Limited (“WDL"). WDL is a wholly-owned
subsidiary of Innovation Assets Limited (“IAL"). IAL is a wholly-owned subsidiary
of Kingsway International Holdings Limited (“KIH"), which is listed on the Toronto
Stock Exchange. By virtue of the SFO, FDL, KCH, SWK, WDL, IAL and KIH are
deemed to be interested in all the Shares in which KLST is interested.

Mr. LAM Ka Chung William and Madam LAM Wong Yuk Sin Mary, the spouse
of Mr. Lam, hold more than one-third interest in KIH. By virtue of the SFO, both
Mr. and Madam Lam are deemed to be interested in all the Shares in which KIH
is interested.

Mr. CHOI Koon Shum Jonathan holds more than one-third interest in KIH. By
virtue of the SFO, Mr. Choi is deemed to be interested in all the Shares in which
KIH is interested. Madam KWAN Wing Kum Janice, the spouse of Mr. Choi, is
deemed to be interested in all the Shares in which Mr. Choi is interested.

4. Mr. JIAO Erli, SINA Corporation and Mr. PENG Chi Hui are independent third
parties (as defined in the GEM Listing Rules).

Save as disclosed above, as at 31 March 2007, the Directors are not
aware of any other person or corporation having an interest or
short position in the Shares and underlying Shares of the as recorded
in the register required to be kept under Section 336 of the SFO.

SMI Publishing Group Limited ¢ Annual Report 2007
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DIRECTORS’ INTEREST IN CONTRACT

No contracts of significance to which the Company or any of its
subsidiaries was a party and in which a director of the Company
had a material interest, which directly or indirectly, subsisted at 31
March 2007 or any time during the year.

COMPETING INTERESTS

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

CONVERTIBLE NOTE

Details of convertible note of the Group are set out in note 26 to
the financial statements.

BOARD PRACTICES AND PROCEDURES

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

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

PURCHASE, SALE AND REDEMPTION OF LISTING
SECURITIES

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

EERNENzER
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FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set forth on page 112 of
this annual report.

AUDIT COMMITTEE

The Audit Committee was established to review the Group’s financial
reporting, internal controls, corporate governance and risk
management matters and to make relevant recommendation to
the Board. The Audit Committee comprises all independent non-
executive Directors, namely Mr. Shi Bin Hai, Mr. Yan Chun, Mr.
Jiang Jin Sheng and Mr. Kong Tsz Wing (being the Chairman of the
Committee).

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

The Group's annual results for the year ended 31 March 2007 have
been review by the Audit Committee. The Audit Committee is of
the opinion that the financial statements of the Company and the
Group for year ended 31 March 2007 comply with applicable
accounting standards, GEM Listing Rules and that adequate
disclosures have been made.

SUFFICIENCY OF PUBLIC FLOAT

The Company maintained a sufficient public float throughout the
year ended 31 March 2007.
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PRE-EMPTIVE RIGHTS

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

POST BALANCE SHEET EVENTS

Details of the significant subsequent events are set out in note 35
to the financial statements.

AUDITORS

Messrs. Deloitte Touche Tohmatsu resigned as auditors of the
Company with effect from 25 November 2005 and CCIF CPA Limited
were appointed as auditors of the Company to fill the casual vacancy
with effect from 13 December 2005. Save as aforesaid, there have
been no other changes of the auditors in the past three years.

A resolution will be submitted to the forthcoming AGM to re-appoint
Messrs. CCIF CPA Limited as auditors of the Company.

On behalf of the Board

SMI Publishing Group Limited
Qin Hong

Chairman & Executive Director

Hong Kong, 21 February 2007
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The Company is committed to maintaining good corporate
governance standard and procedures to ensure the integrity,
transparency and quality of disclosure in enhance the shareholder
value.

CODE ON CORPORATE GOVERNANCE PRACTICES

During the year ended 31 March 2007, the Company was in
compliance with the code provisions set out in the Code on
Corporate Governance Practices (the “CG Code”) as set out in
Appendix 15 to the GEM Listing Rules which came into effect on 1
January 2005, except for the following:

1. Due to the practical reasons, 14 days advance notifications
have not been given to all meetings of the board. Reason
notifications have been given in respect of those meetings of
the board where it is not practical to give 14 days advance
notification. The board of directors (the “Board”) will use its
best endeavours to give 14 days advance notifications of board
meeting to the extend practicable. (Code Provisions A.1.3);

2. Trading of the Company shares was suspended since 28 April
2005, the Company has not formalized a written guidelines
for relevant employees dealings in securities (Code Provision
A.5.4). Actions will be taken by the Board to formalize the
circumstances under which employees can deal in the shares
of the Company soon;

3. Review on the internal control systems of the Group is in
progress. The Group commenced to review the internal control
systems on September 2007, to design appropriate Internal
Control Policies and Procedures with a view to ensure
compliance of the GEM Listing Rules as well as the Principles
and Code Provision. (Code Provision C.2.1);
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4. The Board has engaged an independent consultancy to conduct 4. EHESDIEEBVEM A RHAE

a review of the internal control system of the Group and to BE N EREL R HIE I TER - BB
assist the Group to design appropriate Internal Control Policies SER & @ N EPES TR A2
and Procedures with a view to ensure compliance of the GEM [F o BERANEEE TR R MR
Listing Rules as well as the Principles and Code Provision. (Code 81| Ko <7 BIMER S (SPRIMESCC.2.1)

Provision C.2.1);

5. The Company has not formalized the functions reserved to 5. ARQBWENEAEY CRE TE

the Board and those delegated to the management in written Fe s BERERTEERRE 2B
form. Formal schedule will be prepared in writing soon. (Code o FXMETIRIGASESIE
Provision D.1.2). (FRIfED.1.2) °

Save as those mentioned above and in the opinion of the Directors, B EX ATt &SN - EERAE - AR AR
the Company has met the code provisions set out in the CG Code #HE-ZZTLF=-A=1+—HILFEE
during the year ended 31 March 2007. B R E VST AIAE 2 PRI -

DIRECTORS’ SECURITIES TRANSACTIONS EEETRERS

The Company has adopted the required standards of dealings A &2 ERMAIFER R BIES.48E
regarding securities transactions by Directors as set out in Rules  5.69&FTEHE FHTHEASR B 2R TEIZ
5.48 to 5.69 of the GEM Listing Rules. All the Directors have % o 2EEEHEHER - BE—HET
confirmed that they have complied with the required standards as ~ BIZ4R AR BIATEL 2 R E IR o

set out in the GEM Listing Rules.
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BOARD OF DIRECTORS

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

The Board currently consists of six Directors including two executive
Directors and four independent non-executive Directors:

Executive Directors

Mr. QIN Hong (Chairman)
Mr. WANG Fei (Chief Executive Officer)

Independent non-executive Directors

Mr. JIJANG Jin Sheng
Mr. KONG Tsz Wing
Mr. SHI Bin Hai
Mr. YAN Chun

The Board members have no financial, business, family or other
material/relevant relationships with each other. Such balanced board
composition is formed to ensure strong independence exists across
the Board and has met the recommended practice under the CG
Code for the Board to have at least one-third of its members
comprising independent non-executive Directors. The biographical
information of the Directors are set out on page 6 of the annual
report under the section headed “Biographical Information of
Directors”.
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Chairman and Chief Executive Officer

The two positions are held separately by two individuals to ensure
their respective independence, accountability and responsibility. The
Chairman, being Mr. Qin Hong, is in-charge of the leadership of
the Board and strategies planning of the Group. The Chief Executive
Officer, being Mr. Wang Fei, is responsible for the day-to-day
management of the Group’s business.

Independent non-executive Directors

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

The independent non-executive Directors are not appointed for a
specific term but are subject to retirement at the first general meeting
after their appointment and thereafter subject to retirement by
rotation at least once every three years and in accordance with the
Articles.
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Board Meetings EEEER
There were total of 28 Board meetings held during the year. ZBZERFRNELRIT282ZE - ERIE
Attendance of individual Directors at Board meetings held during ERFEREFEHLT
the year:

Number of attendance
Name of Director EEsA HEESEXE
Mr. Hao Bin (Note 1) W ML (Batt) 24/28
Mr. Kwok Yat Ming (Note 2) SIS (Kat2) 2/2
Mr. Li Kai (Note 3) Z gk (BaE3) 8/8
Mr. Qin Hong (Note 4) B REAE Hiit4) 19/27
Mr. Shi Bin Hai NN irtas 20/28
Mr. Xing Jing (Note 5) B &k (KaEs5) 11
Mr. Yan Chun B &4 18/28
Mr. Wang Fei (Note 6) F ORELE (Bite) 15/16
Notes: Bt

(1) Mr. Hao Bin was appointed as executive director and chief executive officeron (1) MWEER —_TENFRA+_BEZTA
12 May 2006 and resigned on 10 October 2007. BITESRITBES, RN =TT LF+A
T ABHEHMITE ERITHAEH, -

(2)  Mr. Kwok Yat Ming resigned as non-executive director on 20 April 2006. (2) SIBSEER-ZZTTRNFHA-—+HBHIE
WITESE -

(3)  Mr. Li Ka resigned as executive director on 19 June 2006. (3) FYERERZTTRFNATNABERT
EE-

(4)  Mr. Qin Hong was appointed as Chairman and executive director on 13 April  (4) EEREER T FNA+—HEZTA

2006. ITHERPITES -
(5)  Mr. Xing Jing resigned as executive director on 13 April 2006. (5) M@RFEENRZZTTRFMNA+T=AEERT
EE-
(6) Mr. Wang Fei was appointed as executive director on 25 July 2006. (6) FIREAR-_ZTTERNFLA-THAKEFE
RTESE -

(7)  No attendance for Mr. Jiang Jin Sheng and Mr. Kong Tsz Wing during the year  (7) SE#EASA T FRELAN _ZEHFA
as they were appointed as independent non-executive directors of the Company ZTHEZRERBYIFRITES - REAL
on 20 April 2007. AEFEFEEH -
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The Company planned in advance four scheduled Board meetings
a year at approximately quarterly intervals in order to make sure all
Directors could plan in advance their availability to attend the
scheduled Board meetings. Additional meetings will be held as and
when required.

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

INTERNAL CONTROL

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

With respect to procedures and internal controls for the handling
of and dissemination of price-sensitive information:

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

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

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

The Company has an audit committee (“Audit Committee”) with
written terms of reference. The Audit Committee comprises three
independent non-executive Directors, namely Mr. Shi Bin Hai (as
Chairman), Mr. Jiang Jin Sheng and Mr. Kong Tsz Wing.

The Audit Committee is mainly responsible for making
recommendations to the Board on the appointment, reappointment
and removal of the external auditors and to approve the
remuneration and terms of engagement of the external auditors,
and any questions of resignation or dismissal of such auditors;
reviewing the quarterly, interim and annual reports and accounts
of the Group; and overseeing the Company’s financial reporting
system and internal control procedures.

Following the resignation of Mr. Chan Ngai Sang, Kenny as
independent non-executive Director on 23 March 2006, the
Company had insufficient members of the Audit Committee. Thus,
the Audit Committee has not reviewed the audited financial
statements of the Group for the year ended 31 March 2006 and no
meeting was held by the Audit Committee during the financial year
ended 31 March financial year ended 2007.

Subsequently to the appointment of Mr. Jiang Jin Sheng and Mr.
Kong Tsz Wing, the Audit Committee met on 3 May 2007 to review
the unaudited condensed consolidated financial statements of the
Group for three months ended 30 June 2006 together with the
unaudited condensed consolidated financial statements of the
Group for six months ended September 2006 and the unaudited
condensed consolidated financial statements of the Group for nine
months ended December 2006 was reviewed by the Audit
Committee on 8 May 2007.

The Group’s audited results for the twelve months ended 31 March
2007 have been reviewed by the Audit Committee.

Terms of reference adopted by the Audit Committee are aligned
with the code provisions set out in the CG Code.
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NOMINATION OF DIRECTORS

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

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

REMUNERATION OF DIRECTORS

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

The Remuneration Committee is mainly responsible for making
recommendations to the Board on the remuneration system of the
Company with written terms of reference. The Remuneration
Committee comprises three independent non-executive Directors,
namely Mr. Shi Bin Hai (as Chairman), Mr. Jiang Jin Sheng and Mr.
Kong Tsz Wing.

Following the resignation of Mr. Xing Jing and Mr. Chan Ngai Sang,
Kenny on 13 April 2006 and 23 March 2006 respectively, there are
insufficient members of the Remuneration Committee and hence,
no Remuneration Committee meeting was held during the year
under review.

Mr. Jiang Jin Sheng and Mr.Kong Tsz Wing were appointed as
member of the Remuneration Committee of the Company on 20
April 2007. A meeting is to be scheduled before 31 December 2007.

The Company has adopted a share option scheme on 15 January
2002. The purpose of the share option scheme is to enable the
Board, at its discretion, to grant options to any eligible participants
which include Directors as incentives or rewards for their contribution
to the Group. Details of the share option scheme are set out in the
Directors’ Report and note 33 to the financial statements. Details
of the Directors’ remuneration are set out in note 12 to the financial
statements.
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AUDITORS’ REMUNERATION

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

R

REBEE - BEARRRIZEAENARH
2 BRI MBI 2 B2 # 5N
T

Fee paid/payable

Services rendered Frig At AR A% 2t EAER
HK$'000
SEMETF T
Audit services ENZ R 800
Tax services % AR 1% 55
DIRECTORS’ RESPONSIBILITIES FOR THE FINANCIAL EEYEBHERZEE

STATEMENTS

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

The Directors’ responsibilities in preparing financial statements and

the auditors’ responsibilities are set out in the Auditors’ Report on
pages 31 and 32 of this annual report respectively.
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Independent Auditor’s Report
BIYRHBAHRES

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
SMI PUBLISHING GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

We were engaged to audit the consolidated financial statements
of SMI Publishing Group Limited (the “Company”) and its
subsidiaries (together, the “Group”) set out on pages 35to 111,
which comprise the consolidated and Company balance sheets as
at 31 March 2007, and the consolidated income statement, the
consolidated statement of changes in equity and the consolidated
cash flow statement for the year then ended, and a summary of
significant accounting policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation
and the true and fair presentation of these financial statements 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.
This responsibility includes designing, implementing and maintaining
internal control relevant to the preparation and the true and fair
presentation of financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates
that are reasonable in the circumstances.

®

CCIF
CCIF CPA LIMITED

20/F Sunning Plaza
10 Hysan Avenue
Causeway Bay Hong Kong
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AUDITOR’S RESPONSIBILITY

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

Except for the limitations in the scope of our work 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 as to whether the financial statements are
free from material misstatement. However, because of the matters
described in the basis for disclaimer of opinion paragraph, we were
not able to obtain sufficient appropriate audit evidence to provide
a basis for an audit opinion.

BASIS FOR DISCLAIMER OF OPINION

As shown in our prior year report, we expressed qualifications on
the Group’s consolidated financial statements for the year ended
31 March 2006 due to (1) the disagreement regarding the
accounting treatment on the consolidation of a subsidiary, % J5 #
NEMBEROGERAR ("RABIE"), over which the
directors of the Company considered that they had lost control;
and (2) the limitation of evidence made available to us in respect of
interest in a deconsolidated subsidiary, 1t R EEZFEBER AR (“db
FAERE%E 1R "), over which the Group was unable to exercise control
over the financial and operating decisions of 1t R %%, nor to
get access to their books and records together with sufficient
supporting documents. In respect of the disagreement on
accounting treatment of 55 # /1 & 7 and the absence of audited
financial statements or management accounts of bt R &% & for
the year ended 31 March 2006, it was not practicable to ascertain
the effects of these qualifications on the fairness of the balances
brought forward as at 1 April 2006 and the comparative figures
included in the financial statements. During the year as disclosed in
note 30(b) to the financial statements, the Group deconsolidated
A& on 1 April 2006 and calculated based on its balance
brought forward, resulted in a gain thereon of approximately
HK$2,225,000.
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BASIS FOR DISCLAIMER OF OPINION (Continued)

We were unable to carry out alternative audit procedures to satisfy
ourselves as to the matters set out in paragraph above.

Any adjustment that might have been found to be necessary in
respect of the matters set out above would have a consequential
effect on the financial positions of the Group and the Company as
at 31 March 2007, the net loss and cash flows of the Group for the
year then ended and the related disclosures in the consolidated
financial statements.

Material uncertainties relating to the going concern basis

In forming our opinion, we have considered the adequacy of the
disclosures made in note 2 to the consolidated financial statements
which describes the liquidity issues and financial difficulties
experienced by the Group and the measures undertaken by the
Group to ensure that adequate cash resources are available to the
Group. Specifically, the Group is dependent upon the continuing
financial support of its substantial shareholder. On the assumption
that there are successful outcome of the measures undertaken as
described in note 2 to the consolidated financial statements, the
directors consider that the Group will be able to meet in full its
financial obligations as they fall due in the foreseeable future.

The consolidated financial statements have been prepared on a
going concern basis, the validity of which depends upon the
continuing financial support from its substantial shareholder and
successful outcome of the aforesaid measures to ensure that
adequate cash resources are available to meet the Group’s future
working capital and financial requirements. The financial statements
do not include any adjustments that may be necessary should the
implementation of the above measures be unsuccessful. We consider
that appropriate disclosures have been made. However, in view of
the extent of the material uncertainties relating to such measures
that may cast significant doubt on the Group’s ability to continue
as a going concern, we have disclaimed our opinion. The
consolidated financial statements do not include any adjustments
that would be necessary if the various measures as described above
fail to take place. Any of such adjustments may have a consequential
significant effect on the net liabilities as at 31 March 2007 and loss
for the year then ended.
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DISCLAIMER OF OPINION: DISCLAIMER ON VIEW
GIVEN BY CONSOLIDATED FINANCIAL
STATEMENTS

Because of the significance of the matters described in the basis for
disclaimer of opinion paragraphs, we do not express an opinion on
the consolidated financial statements as to whether they give a
true and fair view of the state of affairs of the Company and of the
Group as at 31 March 2007 and of the loss and cash flows of the
Group for the year then ended in accordance with Hong Kong
Financial Reporting Standards. In all other respects, in our opinion
the consolidated financial statements have been properly prepared
in accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

CCIF CPA Limited
Certified Public Accountants
Hong Kong, 21 February 2008

Chan Wai Dune, Charles
Practising Certificate Number PO0712
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CO“SO' idated Income Statement For the year ended 31 March 2007

2007 2006
—EZEHF —EERF
Notes HK$'000 HK$°000
Kiat BT T BT T
Turnover - 7 67,754 84,051
Cost of sales SHER A& (101,356) (129,331)
Gross loss EEEE (33,602) (45,280)
Other revenue Hapdg A 7 5,868 3,685
Distribution costs BITRA (2,162) (2,691)
Administrative and other THEEMZERS
operating expenses (39,082) (41,472)
Loss from operations BEEE (68,978) (85,758)
Finance costs B R AR 9 (24,213) (15,733)
Share of results of an associate 4 {hEfE A TIEE (579) (866)
Loss before taxation BREATE R (93,770) (102,357)
Income tax st 10 (11,075) 1,385
Loss for the year FEBE (104,845) (100,972)
Attributable to THIA TG
— Equity shareholders of —RATIERRR
the company (104,845) (100,972)
Dividend RE = -
Loss Per Share BREE 14 (10.57) cents  (10.18) cents

The notes on pages 41 to 111 form an integral part of these financial

statements.
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Consolidated Balance Sheet 431 vor 2007

REEERBR rrerr

2007 2006
—ETEHF —EENRE
Notes HK$’000 HK$'000
Biat BEF T BT
Non-current Assets kRBEE
Property, plant and equipment Y E S 15 18,965 36,157
Lease premium for land THAE S 16 120 123
Interest in an associate RBE N AR 18 138 717
Available-for-sale investments AMEHERE 19 - 1,433
19,223 38,430
Current Assets REBEE
Inventories FE8 20 946 1,593
Trade and other receivables ‘é’f%&ﬁﬁﬁqﬂlm 21 10,527 8,960
Cash and cash equivalent BeRHSEEER 22 2,026 910
13,499 11,463
Current Liabilities RBEE
Trade and other payables BHREMBENKIE 23 46,522 39,576
Tax payable FERIBEIE 10,961 -
Borrowings, unsecured mEREE 24 12,410 -
Obligations under finance leases @& & #IE 25 150 443
Convertible note AR IR 26 49,005 -
(119,048) (40,019)
Net Current Liabilities RBEEFR (105,549) (28,556)
Total Assets Less Current EEABRRBAE
Liabilities (86,326) 9,874
Non-current Liabilities FREBEE
Borrowings, unsecured Eﬁﬁ?ﬁﬁg 24 164,128 115,847
Obligation under finance leases ~ EY&FlE#HE 25 - 38
Convertible note A IRRR E IR 26 = 37,541
Deferred tax liabilities FIERIBEE 27 2,214 2,100
(166,342) (155,526)
NET LIABILITIES E8ERE (252,668) (145,652)
CAPITAL AND RESERVES BN #E
Share capital &N 28 49,584 49,584
Reserves f#fE (302,252) (195,236)
CAPITAL DEFICIENCY BB A (252,668) (145,652)

Approved and authorised for issue by the board of directorson 21 R-ZEENF_A-_+—HESEHt
February 2008 TR

On behalf of the board RRESFE
Qin Hong Wang Fei
B2 IR
Director Director
E2 EF

BUENN B2 AR EHRERTA]
DB —E5 o

The notes on pages 41 to 111 form an integral part of these financial
statements.
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ﬁ E E E % R-FZE+F=A=+—H

2007 2006
—EELE —EEXRF
Notes HK$'000 HK$°000
Kiat BT T BT
Non-current Assets FIRBEE
Interest in subsidiaries R B A AR 17 403 510
Current Assets REVEE
Other receivables and H b U sk E &
prepayments AR RIE 100 33
Bank balances and cash RITEBRNIRS 1,228 20
1,328 53
Current Liabilities REEE
Other payables and HAth &R IE K
accrued charges FEETHASZ 4,510 1,997
Due to a subsidiary FEAST B BB A RIZKIA 17 249 -
Tax payable JERIE 185 -
Borrowings, unsecured EEBER 24 11,000 -
Convertible note A IRRR ZE R 26 49,005 -
(64,949) (1,997)
Net Current Liabilities RBEERE (63,621) (1,944)
Total Assets Less Current EEABERRBER
Liabilities (63,218) (1,434)
Non-current Liabilities FRBEE
Borrowings, unsecured BIEREE 24 126,170 80,287
Convertible note IR &5 26 — 37,541
Deferred tax liabilities EERIBEE 27 145 2,100
(126,315) (119,928)
NET LIABILITIES EEFRE (189,533) (121,362)
CAPITAL AND RESERVES EXRR#E
Share capital &N 28 49,584 49,584
Reserves Gt 29 (239,117) (170,946)
CAPITAL DEFICIENCY B E A (189,533) (121,362)

Approved and authorised for issue by the board of directorson 21 R-ZZN\F_A_-+—HEZFSHt

February 2008 R
On behalf of the board REEFS
Qin Hong Wang Fei
BER ]
Director Director
E2 BF

The notes on pages 41 to 111 form an integral part of these financial 54121118 2 Wi AR ERE A
statements. DE|Z—8 -
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COﬂSOlidatEd Statement Of Changes in EqUity For the year ended 31 March 2007

:él‘l';_;é *E é @ E % BE—FT+F=A=1—HIFE

Attributable to equity shareholders of the Company

RATERRREL
Convertible Currency
Share  note equity Share Shareholders’ Merger  translation Distributable  Fair value Accumulated
capital reserve  premium contribution reserve reserve reserve reserve losses Total
TRRRE it 2

R EEEG  ROEE  BRHUE  AHRE  BEXRE  ARER BERE  2RER st
HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000
BETR  ARTR  ERTR BRTr BRTn ERTR ARTn EBRTn ARTr BRI

Balance at 1 April 2005 R=ZZh%
MA—H&H# 49,584 - 127,764 72,894 121914 2,304 231,340 - (666,822) (61,022)
Exchange on translation #EBE AR
of finandcial statements  Eff5H% 2B

of an associate - - - - - 43 - - - 43
Loss on fair value MRLERE

change on RREE

available-for-sale 2EER

investments - - - - - - - (133) - (133)
Recognition of equity ~ BB AEREF

component of =il

convertible note - 19,917 - - - - - - - 19,917
Deferred tax liability BRI RAREE L

on recognition of ERIhEEL

equity componentof  EEHEE(E

convertible note - (3,485) - - - - - - - (3,485)
Loss for the year FEFE - - - - - - - - (100972)  (100,972)
Balance at 31 Marcch ~ RZ=ZEXF

2006 ZAZT-HZ

s 49,584 16,432 127,764 72,894 121914 2,347 231,340 (133) (767,794) (145,652)

Exchange reserve HERBAT
realised on disposal  EFHZEHL G

of subsidiary - - - - - (2,304) - - - (2,304)
Loss on fair value MEHMEREY

change on RREE

available-for-sale )

investment - - - - - - - 133 - 133
Loss for the year FEEBR - - - - - - - - (104,845)  (104,845)
Balance at 31 Marcch ~ R=ZTELF

2007 =A=+-Rz

s 49,584 16,432 127,764 72,894 121914 43 231,340 - (872,639) (252,668)

Note: Merger reserve of the Group represents the difference between the share capital ~ AfzF : RNEBZ A HHEBIERIBARRR T

and share premium of the subsidiaries acquired pursuant to the group TTZFERA-+=BHE  ERERHT

reorganisation set out in the prospectus of the Company dated 23 May 2000, 2 S B S4B P HT B 2 B 2 IR R IR 1

over the nominal value of the Company’s shares issued in exchange thereof. wERFGWEEEET AR ARG EE
M=% -

The notes on pages 41 to 111 form an integral part of these financial 4121118 2 Wit AR IEHRE T
statements. DE 2 —H#B
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CO“SO' idated CaSh FIOW Statement For the year ended 31 March 2007
?-5'1‘ é EE: ﬁ 5}2&: % é% HE_TZT+F=A=1—HIFE

2007 2006
—EEtF —ETRF
Notes HK$'000 HK$'000
Hiet BT T BT
OPERATING ACTIVITIES A
Loss before taxation BRELATEE (93,770) (102,357)
Adjustments for: FEE
Depreciation e 19,619 19,595
Amortisation of lease premium T AE B
for land 3 3
Loss on disposal of HERHEHE
available-for-sales investments "EEBEE 232 -
Gain on disposal of subsidiaries HEMBARNE  306@) (576) -
(Gain)/loss on deconsolidation RSN
of a subsidiary e ARz 30(b) (2,225) 9
(Wz) /518
Interest income FEWA (17) (116)
Finance costs B RAR 24,213 15,733
Written back of JEET A S
interest accrued - (268)
Loss on disposal of property, HEYE - BER
plant and equipment o) SE=| 263 53
Share of results of an associate e AN 579 866
OPERATING LOSS BEFORE EEESUFATZ
WORKING CAPITAL CHANGES &% &8 (51,679) (66,482)
Decrease/(Increase) in inventories  F&E 4 (3E ) 647 (552)
(Increase)/decrease in trade and B 5 N HEMER
other receivables FRIB (80 R (1,640) 3,436
Increase in trade and g5 Rk E M ER
other payables FRIBIE N 7,022 10,874
Cash used in operations KEEBFER RS (45,650) (52,724)
Interest paid ERFIE (21) (1,537)
Interest received 2 HHE 17 116
NET CASH USED IN OPERATING K& %KFEAZ
ACTIVITIES ReFH (45,654) (54,145)
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?-5'1‘ é EE: ﬁ 5}2&: % é% HE_TZT+F=A=1—HIFE

2007 2006
—EELF —TER
Notes HK$'000 HK$°000
Kiat BT T BEFT
INVESTING ACTIVITIES REXHK
Purchase of property, BAYE -
plant and equipment R K 7% (2,770) (158)
Proceeds from disposal of HEME - BE R
property, plant and equipment RAEBPTIG IR 80 4
Decrease in pledged deposit BEABB AR
placed with a finance company EEBFTORL - 5,000
Proceeds from disposal of HERHEERE
available-for-sales investment FriS IR 1,334 -
Net cash outflow from WE AR THiEEe AR
deconsolidation of a subsidiary ZIRE L FER 30(b) (6) (19)
NET CASH (USED IN)/ REEK FER)
GENERATED FROM EECHEFE
INVESTING ACTIVITIES (1,362) 4,827
(47,016) (49,318)
FINANCING ACTIVITIES Al K
Increase in advances FEREBFIL N
from a substantial shareholder 44,184 49,922
Increase in other borrowings HAnfEE 1M 4,279 -
Repayment of finance lease BERMEMEENK (331) (6,261)
Proceeds from issue of BT IR R
convertible note FriS s8R - 5,000
Transaction cost on issue of BT BRRERZ
convertible note R - (458)
NET CASH GENERATED FROM @EX¥KELZ
FINANCING ACTIVITIES HE& 3 48,132 48,203
INCREASE/(DECREASE) IN CASH B&RBRESEE
AND CASH EQUIVALENTS BEEM (RD) 1,116 (1,115)
CASH AND CASH EQUIVALENTS 2B &Kk
AT BEGINNING OF THE YEAR RE&EEEB 910 2,025
CASH AND CASH EQUIVALENTS FH&ZBEER
AT THE END OF THE YEAR REEHEER 2,026 910
ANALYSIS OF THE BALANCES He&RkEEZ5{E
OF CASH AND CASH BB Z &SRO
EQUIVALENTS 22 2,026 910

The notes on pages 41 to 111 form an integral part of these financial 4121118 2 Wit AR IEHRE T
statements. DE| T —E o
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NOteS tO the FinanCiaI Statements For the year ended 31 March 2007

Mﬁ%#&% Bﬁ% HE—TE+F=A=+—HIFE

GENERAL INFORMATION

The Company is a limited company incorporated in the Cayman
Islands and its shares are listed on the Growth Enterprise Market
("GEM") of The Stock Exchange of Hong Kong Limited (the
"Stock Exchange”). The addresses of the registered office and
principal place of business of the Company are disclosed in
the corporate information section of the annual report.

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

The Company is an investment holding company. The principal
activities of its principal subsidiaries are set out in note 17.

BASIS OF PREPARATION - MATERIAL
UNCERTAINTIES RELATING TO THE GOING
CONCERN BASIS

The Group sustained consolidated loss attributable to equity
holders of the Company of HK$104,845,000 (2006:
HK$100,972,000) for the year ended 31 March 2007. At 31
March 2007, the Group had consolidated net current liabilities
of HK$105,549,000 (2006: HK$28,556,000) and net liabilities
of HK$252,668,000 (2006: HK$145,652,000).

During the current and prior years, the Group experienced
financial difficulties and was unable to perform the payment
obligations. Various parties took legal actions against the Group
for repayment of amounts due to them (see note 31).
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2. BASIS OF PREPARATION - MATERIAL 2. MEEE-FHETERLE
UNCERTAINTIES RELATING TO THE GOING BEXTHBPEZE (@)
CONCERN BASIS (Continued)

In view of the liquidity problems faced by the Group, the BENAEEMEY 2 REE SR

directors have adopted the following measures with the view B ERCERIUATREERE RS

to improve the Group’s overall financial and cash flow position H 2 BB EReREMRR - A

and to maintain the Group’s existence on a going concern basis: R RS EIRFEC e B ERE

i

(a) the directors are seeking financial support from its (a) BENELEERRERERL
substantial shareholder to provide adequate funds for the BeBE EFRAEFERR
Group to meet its liabilities as they fall due, both present SRMBE RHARZE
and future, in view of the possibility of any unrecorded ETARENENERRER
liabilities as at balance sheet date; KRR ZBIE

(b) the directors have identified and have been negotiating (b) BFEHAMEBEEREER
with potential investors for any proposed financing REAREE M BLEE - &

arrangements; and

(c) the directors have adopted various cost control measures (0 ZBFCERIMZIAKANIZEHEE
to reduce various general and administrative and other VAR A & TH — R BRA T I B At
operating expenses. IR o

In the opinion of the directors, in light of the measures adopted, EERABENDERI BN - K

the Group will have sufficient cash resources to satisfy its future SEREEREZHREERMEE

working capital and other financing requirements. Accordingly, RRZ LEEE REMIABRRK
the directors are of the view that it is appropriate to prepare Eitt - EERBYHEHRERIIFEL
the financial statements on a going concern basis. EEERHTIBER -
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2. BASIS OF PREPARATION - MATERIAL 2. REREE-FRFELEZ

UNCERTAINTIES RELATING TO THE GOING
CONCERN BASIS (Continued)

Should the Group be unable to achieve the above and fail to
continue in business as a going concern, adjustments would
have to be made to restate the values of the assets to their
immediate recoverable amounts, to provide for any further
liabilities which might arise, and to reclassify non-current assets
and liabilities as current assets and liabilities, respectively. The
effects of these adjustments have not been reflected in the
financial statements.

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

In the current year, the Group has applied, for the first time, a
number of new standards, amendments and interpretations
(“new HKFRSs"”) issued by the Hong Kong Institute of Certified
Public Accountants (the "HKICPA"), which are effective for
accounting periods either beginning on or after 1 December
2005, 1 January 2006 or 1 March 2006. The adoption of the
new HKFRSs has had no material effect on how the results and
financial position for the current or prior accounting periods
have been prepared and presented. Accordingly, no prior period

EXTHBAREE (&

fi 7 A ER B R BE 2P _L I e S5
PRIz hr i pat H o T
HREATRIELRE - BIH
BEZBEZAWERE - #AL
AR aE i — DB 2 BIRIEL &
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BN BARDEENRRE - %F
PEZHEWRRRI B RE
o

FAIREEITERMBRE
3 ped Y

RAFE  AEBFREREES
TR AE MM 2 ZIEFET LR « 8
FIRZE (BB BmEsE
Bl) - WRZZETERF+ZH—
H ZEERF-—H—Hx=ZEZE
NEZHA—HzERB S5 H
IR o BRANFTR] BB SRS %
A S REFEERAFELEHME
FiimEi k 251 2 & Rk RE

adjustment has been required. REATE At BEH F—@
R EAVEHH SR -

The Group has not early applied the following new standards,
amendment or interpretations that have been issued but are
not yet effective. The directors of the Company anticipate that
the application of these new standards, amendment or
interpretations will have no material impact on the results and
the financial position of the Group.
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3. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs"”) (Continued)

HKAS 1 (Amendment) Capital Disclosures’

HKAS 23 (Revised) Borrowing Costs?

HKFRS 7 Financial Instruments: Disclosures’
HKFRS 8 Operating Segments?
K (IFRIC) — INT 8 Scope of HKFRS 27

HK (IFRIC) — INT 9 Reassessment of Embedded

Derivatives?

K (IFRIC) — INT 10 Interim Financial Reporting and

Impairment®

HK (IFRIC) — INT 11 HKFRS 2-Group and Treasury Share

Transactions®

HK (IFRIC) — INT 12 Service Concession Arrangements’

1. Effective for annual periods beginning on or after 1 January 2007.

2 Effective for annual periods beginning on or after 1 January 2009.

3 Effective for annual periods beginning on or after 1 May 2006.

4 Effective for annual periods beginning on or after 1 June 2006.

> Effective for annual periods beginning on or after 1 November 2006.
& Effective for annual periods beginning on or after 1 March 2007

7 Effective for annual periods beginning on or after 1 January 2008.
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4. SIGNIFICANT ACCOUNTING POLICIES 4., FESFBER

The consolidated financial statements have been prepared on
the historical cost basis except for certain financial instruments,
which are measured at fair values, as explained in the
accounting policies set out below.

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

Basis of consolidation

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

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

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with those used by other members of the Group.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 4. FEE:HBUER ()

46

Basis of consolidation (Continued)

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

Minority interests in the net assets of consolidated subsidiaries
are presented separately from the Group’s equity therein.
Minority interests in the net assets consist of the amount of
those interests at the date of the original business combination
and the minority’s share of changes in equity since the date of
the combination. Losses applicable to the minority in excess of
the minority’s interest in the subsidiary’s equity are allocated
against the interests of the Group except to the extent that
the minority has a binding obligation and is able to make an
additional investment to cover the losses.

Before qualifying as a business combination, a transaction may
qualify as an investment in an associate or a jointly controlled
entity and be accounted for using the equity method. If so,
the fair values of the investee’s identifiable net assets at the
date of each earlier exchange transaction will have been
determined previously in applying the equity method to the
investment.

To the extent that the fair value of the investee’s net assets at
the date of achieving significant influence/joint control differs
from the fair value at the date of achieving control, a revaluation
will be required to ensure that the net assets are recorded at
their fair value at the date of acquisition.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 4. FEE:HBUER ()

Investments in associates

An associate is an entity in which the investor has significant

RERBERNT

e
TN

ERBINREFEHEREEAF

influence and that is neither a subsidiary nor an interest in a 2. BEYTE—HEMBARENA
joint venture. KA L o

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements using
the equity method of accounting. Under the equity method,
investments in associates are carried in the consolidated balance
sheet at cost as adjusted for post-acquisition changes in the
Group’s share of the net assets of the associate, less any
identified impairment loss. When the Group's share of losses
of an associate equals or exceeds its interest in that associate
(which includes any long-term interests that, in substance, form
part of the Group’s net investment in the associate), the Group
discontinues recognising its share of further losses. An
additional share of losses is provided for and a liability is
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 the associate recognised at the date of
acquisition is recognised as goodwill. The goodwill is included
within the carrying amount of the investment and is assessed
for impairment as part of the investment.

Any excess of the Group’s share of the net fair value of the
identifiable assets, liabilities and contingent liabilities over the
cost of acquisition, after reassessment, is recognised
immediately in profit or loss.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 4. FEE:HBUER ()

48

Property, plant and equipment

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

Depreciation is provided to write off the cost of items of
property, plant and equipment over their estimated useful lives
and after taking into account of their estimated residual value,

W - BERRE

W~ B KR TR AR R R
FrEMBER BRI

WEINEME - BB REE b
AERER - Gt REBERSREE
& EAREMIEYE - BB R&

using the straight-line method: WIE R 2 AT E:

Building 4% BF 4%
Leasehold improvements 15% MEMERE 15%
Machinery 15% Hes 15%
Furniture, fixture and equipment 15% &M~ KEREE 15%
Network and computer equipment 15% CEECYN e - 15%
Motor vehicles 15% AE 15%

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

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to
arise from the continued use of the asset. Any gain or loss
arising on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the carrying
amount of the item) is included in the consolidated income
statement in the year in which the item is derecognised.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 4. FEE:HBUER ()

Goodwiill

Goodwill represents the excess of the cost of a business
combination or an investment in an associate over the Group’s
interest in the net fair value of the acquiree’ identifiable assets,
liabilities and contingent liabilities.

Goodwill is stated at cost less accumulated impairment losses.
Goodwill is allocated to cash-generating units and is tested
annually for impairment. In respect of associate, the carrying
amount of goodwill is included in the carrying amount of the
interest in the associate.

Any excess of the Group’s interest in the net fair value of the
acquiree’s identifiable assets, liabilities and contingent liabilities
over the cost of a business combination or an investment in an
associate is recognised immediately in profit or loss.

On disposal of a cash generating unit or an associate during
the year, any attributable amount of purchased goodwill is
included in the calculation of the profit or loss on disposal.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the first-in, first-out method.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 4. FEE:HBUER ()

50

Impairment

At each balance sheet date, 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 the recoverable amount of an asset is
estimated to be less than its carrying amount, the carrying
amount of the asset is reduced to its recoverable amount. An
impairment loss is recognised as an expense immediately.

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

Financial instruments

Financial assets and financial liabilities are recognised on the
consolidated balance sheet 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 and 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.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 4. FEE:HBUER ()
Financial instruments (Continued) T A (&)
Financial assets B EE

The Group’s financial assets are classified as loans and
receivables and available-for-sale financial assets. All regular
way purchases or sales of financial assets are recognised and
derecognised on a trade date basis. Regular way purchases or
sales are purchases or sales of financial assets that require
delivery of assets within the time frame established by
regulation or convention in the market place. The accounting
policies adopted in respect of each category of financial assets
are set out below.

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. At each balance sheet date subsequent to initial
recognition, loans and receivables (including trade and other
receivables and bank balances) are carried at amortised cost
using the effective interest method, less any identified
impairment losses. An impairment loss is recognised in profit
or loss when there is objective evidence that the asset is
impaired, and is measured as the difference between the asset’s
carrying amount and the present value of the estimated future
cash flows discounted at the original effective interest rate.
Impairment losses are reversed in subsequent periods when
an increase in the asset's recoverable amount can be related
objectively to an event occurring after the impairment was
recognised, subject to a restriction 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.
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Available-for-sale financial assets are non-derivatives that are
either designated or not classified as any of the other categories.
At each balance sheet date subsequent to initial recognition,
available-for-sale financial assets are measured at the fair value

4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 4. =E=:HBUER (&)
Financial instruments (Continued) EFT A (@
Available-for-sale financial assets At HENKEE

AR EN B EETIETE AZER
&i%ﬁﬁﬁﬁﬁﬁmﬁ%Z#ﬁ
A TEHR RYPHEREGELS

g - uﬁﬁﬁﬁﬁﬁﬁT&ﬁ%%

are remeasured. Changes in fair value are recognised in equity, BKEESENIE - RABEED
until the financial asset is disposed of or is determined to be RIEZNER - EEZVEEER

impaired, at which time, the cumulative gain or loss previously
recognised in equity is removed from equity and recognised in
profit or loss. Any impairment losses on available-for-sale
financial assets are recognised in profit or loss. Impairment
losses on available-for-sale equity investments will not reverse
in profit or loss in subsequent periods.

For available-for-sale equity investments that do not have a
guoted market price in an active market and whose fair value
cannot be reliably measured, they are measured at cost less
any identified impairment losses at each balance sheet date
subsequent to initial recognition. An impairment loss is
recognised in profit or loss when there is objective evidence
that the asset is impaired. The amount of the impairment loss
is measured as the difference between the carrying amount of
the asset 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 losses will not reverse
in subsequent periods.
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SIGNIFICANT ACCOUNTING POLICIES (Continued) 4. E=:BEE (&)

Financial instruments (Continued)
Financial liabilities and equity

Financial liabilities and equity instruments issued by a group
entity are classified according to the substance of the
contractual arrangements entered into and the definitions of
a financial liability and an equity instrument.

An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its
liabilities. The accounting policies adopted in respect of financial
liabilities and equity instruments are set out below.

Other financial liabilities

Other financial liabilities (including bank and other borrowings,
trade payables and other payables) are subsequently measured
at amortised cost, using the effective interest rate method.

Convertible loan notes

Convertible loan notes issued by the Company that contain
both the liability and conversion option components are
classified separately into respective items on initial recognition.
Conversion option 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 an equity
instrument.
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Financial instruments (Continued)
Convertible loan notes (Continued)

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

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

Transaction costs that relates to the issue of the convertible
loan notes are allocated to the liability and equity components
in proportion to the allocation of the 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 component and
amortised over the period of the convertible loan notes using
the effective interest method.
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Financial instruments (Continued) @I A (@
Equity instruments RATH

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

Financial guarantee contracts

A financial guarantee contract is a contract that requires the
issuer to make specified payments to reimburse the holder for
a loss it incurs because a specified debtor fails to make payment
when due in accordance with the original or modified terms of
a debt instrument. A financial guarantee contract issued by
the Group and not designed as at fair value through profit or
loss is recognised initially at its fair value less transaction costs
that are directly attributable to the issue of the financial
guarantee contract. Subsequent to initial recognition, the Group
measures the financial guarantee contract at the higher of: (i)
the amount determined in accordance with HKAS 37 Provisions,
Contingent Liabilities and Contingent Asset; and (i) the amount
initially recognised less, when appropriate, cumulative
amortisation recognised in accordance with Hong Kong
Accounting Standard 18 Revenue.

Derecognition

Financial assets are derecognised when the rights to receive
cash flows from the assets expire or, the financial assets are
transferred and the Group has transferred substantially all the
risks and rewards of ownership of the financial assets. On
derecognition of a financial asset, the difference between the
asset’s carrying amount and the sum of the consideration
received and the cumulative gain or loss that had been
recognised directly in equity is recognised in profit or loss.
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Financial instruments (Continued) SRITHE (&
Derecognition (Continued) KRR (&)

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expires. The difference between the carrying amount of the
financial liability derecognised and the consideration paid or
payable is recognised in profit or loss.

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 income statement 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 balance sheet date.

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

Taxation (Continued)

The carrying amount of deferred tax assets is reviewed at each
balance sheet date 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 is calculated at the tax rates that are expected to
apply in the period when the liability is settled or the asset
realised. Deferred tax is charged or credited to profit or loss,
except when it relates to items charged or credited directly to
equity, in which case the deferred tax is also dealt with in equity.

Revenue recognition

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

(a) Sales of newspapers, magazines and books are recognised
when newspapers, magazines and books are delivered and
title has passed,;

(b) Advertising revenue is recognised on the relevant
publication date of the Group’s newspapers and
magazines;

(c) Advertising revenue is also derived from the sales of
advertisements and sponsorships on the Group’s website.
The advertising revenue is recognised over the period in
which the advertisements are displayed, provided that no
significant obligations remain and collection of the
receivable is reasonably assured;
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Revenue recognition (Continued)

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

(e) Services income is recognised when services are provided.

Barter transactions

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

Equity-settled share-based payment transactions

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

At each balance sheet date, the Group revises its estimates of
the number of options that are expected to ultimately vest.
The effect of the change in estimate, if any, is recognised in
profit or loss with a corresponding adjustment to share options
reserve.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 4. FEE:HBUER ()

Equity-settled share-based payment transactions
(Continued)

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

For share options granted to suppliers in exchange for goods
or services, they are measured at the fair value of the goods or
services received. The fair values of the goods or services are
recognised as expenses immediately, unless the goods or
services qualify for recognise as assets. Corresponding
adjustments have been made to equity.

Retirement benefit costs

Payments to the Mandatory Provident Fund Scheme are charged
as an expense when employees have rendered service entitling
them to the contributions. The amounts of contributions
payable to pension schemes in jurisdictions other than Hong
Kong are also charged to the consolidated income statement
as they fall due.
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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 recorded in the
respective functional currency (i.e. the currency of the primary
economic environment in which the entity operates) at the
rates of exchanges prevailing on the dates of the transactions.
At each balance sheet date, monetary items denominated in
foreign currencies are retranslated at the rates prevailing on
the balance sheet date. Non-monetary items carried at fair value
that are denominated in foreign currencies are retranslated at
the rates prevailing on the date when the fair value was
determined. Non-monetary items that are measured in terms
of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the translation 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
equity in the consolidated financial statements. 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 differences arising on the retranslation of non-
monetary items in respect of which gains and losses are
recognised directly in equity, in which cases, the exchange
differences are also recognised directly in equity.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 4. FEE:HBUER ()

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. Hong Kong dollars) at the rate of exchange prevailing
at the balance sheet date, and their income and expenses 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 as a separate component of equity (the currency
translation reserve). Such exchange differences are recognised
in profit or loss in the period in which the foreign operation is
disposed of.

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 lessor

Amounts due from lessees under finance leases are recorded
as receivables at the amount of the Group’s net investment in
the leases. Finance lease income is allocated to accounting
periods so as to reflect a constant periodic rate of return on
the Group’s net investment outstanding in respect of the leases.

Rental income from operating leases is recognised in the
consolidated income statement on a straight-line basis over
the term of the relevant lease. Initial direct costs incurred in
negotiating and arranging an operating lease are added to the
carrying amount of the leased asset and recognised as an
expense on a straight-line basis over the lease term.
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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 balance sheet as a finance lease obligation. Lease
payments are apportioned between finance charges and
reduction of the lease obligation so as to achieve a constant
rate of interest on the remaining balance of the liability. Finance
charges are charged directly to profit or loss, unless they are
directly attributable to qualifying assets, in which case they are
capitalised in accordance with the Group’s general policy on
borrowing costs (see below).

Rentals payable under operating leases are charged to profit
or loss on a straight-line basis over the term of the relevant
lease. Benefits received and receivable as an incentive to enter
into an operating lease are recognised as a reduction of rental
expense over the lease term on a straight-line basis.

Leasehold land

Interest in leasehold land is amortised over the lease term on a
straight-line basis.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand,
demand deposits with banks and other financial institutions,
and short-term, highly liquid investments that are readily
convertible into known amounts of cash and which are subject
to an insignificant risk of changes in value, having been within
three months of maturity at acquisition. Bank overdrafts that
are repayable on demand form an integral part of the Group’s
cash management are also included as a component of cash
and cash equivalents for the purpose of the consolidated cash
flow statement.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 4.

Related parties

For the purposes of these financial statements, a party is
considered to be related to the Group if:

(a) the party has the ability, directly or indirectly through one
or more intermediaries, to control the Group or exercise
significant influence over the Group in making financial
and operating policy decisions, or has joint control over
the Group;

(b) the Group and the party are subject to common control;

(c) the party is an associate of the Group or a joint venture in
which the Group is a venturer;

(d) the party is a member of key management personnel of
the Group or the Group's parent, or a close family member
of such an individual, or is an entity under the control,
joint control or significant influence of such individuals;

(e) the party is a close family member of a party referred to in
(a) or is an entity under the control, joint control or
significant influence of such individuals; or

(f) the party is a post-employment benefit plan which is for
the benefit of employees of the Group or of any entity
that is a related party of the Group.

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

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, are capitalised
as part of the cost of those assets. Capitalisation of such
borrowing costs ceases when 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.

Segment reporting

A segment is a distinguishable component of the Group that is
engaged either in providing product or service (business
segment), or in providing products or services within a particular
economic environment (geographical segment), which is subject
to risks and rewards that are different from those of other
segments.

In accordance with the Group’s internal financial reporting
system, the Group has chosen business segment information
as the primary reporting format. The Group's operations are
primarily in Hong Kong and all of the Group’s turnover is
attributable to businesses conducted in Hong Kong.
Consequently, no geographical segment analysis is presented.
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 4. FEE:HBUER ()

Segment reporting (Continued)

Segment revenue, expenses, results, assets and liabilities include
items directly attributable to a segment as well as those that
can be allocated on a reasonable basis to that segment. For
example, segment assets may include inventories, trade
receivables and fixed assets. Segment revenue, expenses, assets
and liabilities are determined before intra-group balances and
intra-group transactions are eliminated as part of the
consolidation process, except to the extent that such intra-
group balances and transactions are between Group enterprises
within a single segment. Intra-segment pricing is based on
similar terms as those available to other external parties.

Segment capital expenditure is the total cost incurred during
the period to acquire segment assets (both tangible and
intangible) that are expected to be used for more than one
period.
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assets, interest-bearing loans, borrowings, corporate and EHEER B bERUK
financing expenses. Fix e

Provisions B

Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable that
the Group will be required to settle that obligation. Provisions
are measured at the directors’ best estimate of the expenditure
required to settle the obligation at the balance sheet date, and
are discounted to present value where the effect is material.

EAREEANBESAMA KRR
BEME AREREREEELT
B SERNEER  ZREN
EENGEERMBREE 2R &
EEAETE - WAREEAZRIE
iR -
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5. CRITICAL ACCOUNTING JUDGMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

In the process of applying the Group's accounting policies,
management has made the following judgments and the key
assumptions concerning the future, and other key sources of
estimation uncertainty at the balance sheet date, that have a
significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year.

(a) Going concern and liquidity

The Group has consolidated net liabilities of approximately
HK$252,668,000 at 31 March 2007 and loss of
approximately HK$104,845,000 for the year then ended
indicating the existence of a material uncertainty which
may cast significant doubt about the Group’s ability to
continue as a going concern. The directors are taking active
steps to improve the liquidity position of the Group and
details are set out in note 2. The consolidated financial
statements have been prepared on a going concern basis.
Should the measures fail to improve the liquidity position
of the Group and the Group is unable to continue in
business as a going concern, adjustments would have to
be made to reduce the carrying amounts of the assets of
the Group to their recoverable amount, to provide for
further liabilities which might arise.
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5. CRITICAL ACCOUNTING JUDGMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

(b) Useful lives and residual values of property,

(9]

plant and equipment

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

Deferred tax assets

The Group reviews the carrying amounts at each balance
sheet date and estimate whether the Group will generate
sufficient taxable profit to allow all or part of the deferred
assets to be utilised.

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

(d) Impairment losses for bad and doubtful accounts

(e)

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

Provision for loss and obsolescence for
inventories

The Group estimates the provision for loss and
obsolescence for inventories based on the best available
facts and circumstances, including but not limited to, the
inventories’ own conditions (i.e. whether they are damaged
or become wholly or partially obsolete), their market selling
prices, estimated costs of completion and estimated costs
to be incurred for their sales. The provisions are re-
evaluated and adjusted where additional information
received affects the amount estimated.
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6. FINANCIAL INSTRUMENTS 6. ERTH

(a) Financial risk management objectives and () eREREERERBE
policies
The Group’s major financial instruments include equity REEZFECRI TABIER
investments, trade and other receivables, trade and other AREBIRE - BHREME
payables, borrowings and bank balances. Details of these WA - B 5 REMERNK
financial instruments are disclosed in respective notes. The 15 - BERRITERS - LES
risks associated with these financial instruments and the BT EZFIEREN S B RM
policies on how to mitigate these risks are set out below. o tEem T A BREER
Management manages and monitors these exposures to NORE R R 2 BUERER AT -
ensure appropriate measures are implemented on a timely EEEREERRERILER
and effective manner. B - DARE(RBEER & A RUhER
HUEE 81
(i) Credit risk (i) EERB
HFANR_ZEZLF=A
=t+—BTERITEEES

The Group’s maximum exposure to credit risk in the
event of the counterparties’ failure to perform their

obligations as at 31 March 2007 in relation to each HEBMRMBEEZRE
class of recognised financial assets is the carrying EREEAZ I HERNEE

amount of those assets as stated in the consolidated
balance sheet. In order to minimise the credit risk,
the management of the Group has implemented
internal control procedures for determination of credit
limits, credit approvals and other monitoring
procedures to ensure that follow-up action is taken
to recover overdue debts. In addition, the Group
reviews the recoverable amount of each individual
trade debt at each balance sheet date to ensure that
adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors of
the Company consider that the Group’s credit risk is
significantly reduced.

R RiRa BERERM
JIZEEEZIREE 7
RARREMBREEER
% NEBEERECHE
BB BERMEEIZS
FIREESIEF R EME
RIRFF o DAREIRERENERAE
it A B8 B AR R o Ut
S AEEREEE AR
A BIRERE B ER 2 A
WEEEs - ARRBLEE
WeElz BUERIE R R 50208
ERIRREME - BENL -
ARREERRAEE 2
EERREBREHMRE
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6. FINANCIAL INSTRUMENTS (Continued)

(a) Financial risk management objectives and
policies (Continued)

0

(i)

Credit risk (Continued)

The credit risk on liquid funds is limited because the
counterparties are banks with good reputation.

At the balance sheet date, the Group has a certain
concentration of credit risk as approximately 45%
(2006: 24%) and 9% (2006: Nil) of the total trade
and other receivables was due from the landlord for
the rental deposit and the substantial shareholder of
the Company respectively.

Liquidity risk

Prudent liquidity risk management implies maintaining
sufficient bank balances and cash and the availability
of funding through an adequate amount of
committed credit facilities. The Group also aims at
maintaining the flexibility in funding by arranging and
keeping financing available.

As set out in note 2, the directors of the Company
have given careful consideration to the future liquidity
of the Group in light of the Group’s net current
liabilities of approximately HK$105,549,000 at 31
March 2007. The directors of the Company have taken
steps to improve the liquidity of the Group and the
directors are satisfied that the Group will have
sufficient resources to be able to meet its financial
obligations as they fall due for the foreseeable future.
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6. FINANCIAL INSTRUMENTS (Continued) 6. &RITH (&)

(a) Financial risk management objectives and ) cEMEEEERBE
policies (Continued) (&)

(iii) RZ= =B

(i) Interest rate risk

Interest rate risk arises from the potential changes in HREBENEEEELENT
interest rates that may have adverse effects on the K E f AT g TR M R 2 R
Group’s result for the current reporting period and FERRKFEZREE
the future years. ES i

The interest rate exposure for the Group is restricted REE 2 ) 2= 3 R R 5

to the finance costs for borrowings and obligations
under finance leases. The Group’s interest rate risks
relates to variable and fixed-rate borrowings. The
Group currently does not have any interest rate
hedging policy. The directors monitor the Group’s
exposure on an ongoing basis and will consider

EEVHRANBERE
TZEE - AEEZHE
R EEEH L EENEE
NEBR - AEBRRYL
EAT()R RS HBR - &
EUREEMEEAEE

ZREBRENFERE - §E
BN RER o

hedging interest rate risk should the need arises.

(b) Fair value (b) AAREE
M EENMBRABENAAE
BRI ROER 2 BI&E
o KRS RESITRIE
BAREERARTELS 2B
& o

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

EERR/ARNGEMBHRE
BIHRA B EERY A
Bz REEREREERE

AV

The directors consider that the carrying amounts of
financial assets and financial liabilities recorded at
amortised cost in the consolidated financial statements
approximate their respective fair values.

—ETLEER . EEHREEERAT 7]
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7. TURNOVER AND OTHER REVENUE 7. EEHEREMKA

EEBIEEB M EREREER
B MASLERZIRBEURES
WA #BER - 25T

Turnover represents the gross proceeds received and receivable
derived from the sales of newspapers, magazines, books and
advertisement income are summarized as follows:

2007 2006
—EEtF —EERF
HK$'000 HK$°000
BT T BT
Turnover -
Sales of newspapers, HEWE -
magazine and books HMERERE 44,438 54,384
Newspapers and magazine WE N
advertising income EEWA 23,316 29,644
Sales of goods, net of $HE S (F0BR
discounts and allowances SRS %) - 23
67,754 84,051
Other revenue HAKA
Bank interest income |ITFEUA 17 116
Sundry income IR A 2,050 3,569
Licence fee income RPN 1,000 -
Gain on disposal of subsidiaries HERB ARk 576 -
Gain on deconsolidation of B AR T BEiE
a subsidiary ABR 2 Wiz 2,225 -
5,868 3,685
73,622 87,736

HERMESESBABIERFERNR]
SR A 176,000 (ZEE
JNAE  BHE1,374,0007T) 2 A 5
25 e

Included in newspapers and magazine advertising income is
approximately HK$176,000 (2006: HK$1,374,000) in respect
of barter transactions entered into during the year.
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8. SEGMENT INFORMATION

Business segment

For management purposes, the Group is currently organised
into the following operating divisions. These divisions are the

L

PEEMS - AREBATH NIE
HE

AR » WEXRB I AEEZ

basis on which the Group reports its primary segment TEHEIERZ FEAEE
information.
For the year ended 31 March 2007
BZ_EZtH=RA=1+—-HLFE
Newspaper,
magazine
and book Website
business business Others Consolidated
BE BHR
ERER R Hity Re
HK$'000 HK$'000 HK$'000 HK$'000
BT T BEFTT BEFT BEFT
Turnover EEH 67,754 - - 67,754
Segment results NEEE (67,273) (195) (1,527) (68,995)
Interest income FEHA 17
Loss from operations HEBR (68,978)
Finance costs BT AR (24,213)
Share of results of an associate DEEE N EEE (579) - - (579)
Loss before taxation BREiRIER (93,770)
Income tax PSR (11,075)
Loss for the year FEEE (104,845)
ASSETS EE
Segment assets DEEE 31,253 1 1,330 32,584
Interest in an associate RE & DR 138 138
Consolidated total assets LABERSE 32,722
LIABILITIES af
Segment liabilities AHEE 40,496 1,004 4,602 46,102
Unallocated corporate liabilities KD EEBEEE 239,288
Consolidated total liabilities e aERE 285,390
OTHER INFORMATION & Rt
Capital expenditure BARRFE
— Property, plant and equipment  —#1% « BE MR B 2,770 - - 2,770
Depreciation and amortisation e REH 19,622 - - 19,622
Impairment loss on receivables e IB R E B 1,788 - - 1,788
Gain on deconsolidation of MBARTEBERE
a subsidiary IN: 6 - 2,225 - 2,225
Gain on disposal of subsidiaries &M B AU - - 576 576
Loss on disposal of HERHEE
available-for-sale investments REZEBR - 232 - 232
Loss on disposal of property, HENE - BE
plant and equipment Rkt BB 263 - - 263
TS FFR e EXHREBERAT 73
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8. SEGMENT INFORMATION (Continued) 8. oEER (48)
8D (&)

For the year ended 31 March 2006
BECTTAF-A-T-BLFE

Business segment (Continued)

Newspaper,
magazine
and book Website
business business Others  Consolidated
WE - HREK
EREHB L% Hith e
HK$000 HK$'000 HK$'000 HK3$'000
BEFT BEFT BETFT BEFITT
Turnover LR 84,028 - 23 84,051
Segment results NEPEE (82,860) (161) (2,853) (85,874)
Interest income FEHA 116
Loss from operations LEER (85,758)
Finance costs IR A (15,733)
Share of results of an associate SEEBE N REE (866) (866)
Loss before taxation BREiRIEE (102,357)
Income tax FTiSH 1,385
Loss for the year FEBE (100,972)
ASSETS EE
Segment assets NEEE 47,609 1,514 53 49,176
Interest in an associate NN i 717 717
Consolidated total assets IREEERE 49,893
LIABILITIES 8
Segment liabilities AEEE 35,986 1,027 2,164 39,177
Unallocated corporate liabilites ~ KEENEEEEE 156,368
Consolidated total liabilities mEaRERE 195,545
OTHER INFORMATION Hi &R
Capital expenditure BARRE
— Property, plant and equipment —W% - BB REE 158 - - 158
Depreciation and amortisation WEREH 19,523 75 - 19,598
Impairment loss on receivables R REER 641 - 187 828
Loss on disposal of property, HENE - BE K
plant and equipment FEZER 53 - - 53
Loss on deconsolidation of MBARTEEE
a subsidiary NPl - 9 - 9

The Group’s operations are mainly located in Hong Kong and
all significant identifiable assets of the Group are located in
Hong Kong. Accordingly, no analysis by geographic segment

is presented.
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9. FINANCE COSTS 9. B
2007 2006
—BELE —TTNE
HK$'000 HK$'000

BETT BT

Interest on: AR ZAE
Bank borrowings wholly repayable ~ BA—F A& EMER 2 RITEE
within one year 3 -
Other borrowings wholly R—FERZEEE HWEE
repayable within one year 181 21
Other borrowings not wholly —FARDEEEZ
repayable within one year E{’M%E 12,547 6,267
Effective interest expenses MR ER 2 BRI SRR
on convertible note 11,464 8,184
Finance leases BEMRE 18 1,261
24,213 15,733
10. INCOME TAX 10. P88
The tax charge/(credit) comprises: MIEZ L, (ER) B1E
The Group
rER
2007 2006
HK$'000 HK$°000
BT T B TT
Hong Kong Profit Tax HEANEH
— current —REE 2,968 -
— under-provision in previous years ~ —BAFEEETE 7,993 -
Deferred tax charge/(credit) EEFIES H (E %)
(Note 27) (Ht5t27) 114 (1,385)
11,075 (1,385)
Provision for Hong Kong profits tax has been provided at the ERNEHOEEIA17.5% (ZF
rate of 17.5% (2006: 17.5%) on the estimated assessable TRF 1 17.5%) BERAF KA
profits for the current and prior years. F 2 M ERBUR T B -

—ETLEER . EXHIREMARAT /5
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10. INCOME TAX (Continued) 10. TS5 (48)

The tax charge/(credit) for the year can be reconciled to the REF MBI (L) AL
loss per the consolidated income statement as follows: ZiralimiP 2 BEOT

The Group
rEE
2007 2006
—EEBLHF —EERF
HK$’000 HK$°000
EBETT BT T

Loss before taxation BRAE AT E 1B (93,770) (102,357)
Tax at Hong Kong profits REBFERNE17.5%

tax rate of 17.5% (2006: 17.5%) (ZZ2TRF17.5%) (16,410) (17,912)

AE2MIE

Tax effect of expenses not deductible FEF# R a]HE S H 2

for tax purpose MIAF 2 15,891 7,549
Tax effect of income not taxable B E R RRWAZ

for tax purpose MBS E (8,205) -
Tax effect of capital allowances BRRHREE L MIBE (273) (872)
Tax effect of tax losses RERTEEB 2 MIELE

not recognized 11,864 10,960
Tax effect of share of DMEBE N R EE MIBLE

results of associate 101 152
Effect of different tax rates of EET‘@ AEEREEZMEBA

subsidiaries operating HEAME THWFEZ%%

in other jurisdictions - 78
Tax effect of utilization of FRAFRERELERIA

deferred tax assets previously BEZMEBETE

not recognised (1,955) (1,385)
Tax effect of under provision TERBETRZRIBRE

in prior year 7,993 45
Others HAth 2,069 -
Tax charge/(credit) for the year FEBBEH(ER) 11,075 (1,385)
Details of deferred taxation are set out in note 27. RIERIE 2 FHB B M EE27 -
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11. LOSS FOR THE YEAR 1. KFEEEE

Loss for the year has been arrived at after charging the REEEBIENBRATEIE

followings:
2007 2006
—BELFE T TRF
HK$'000 HK$°000
BETT BT T
Auditors’ remuneration ZERTN S
— audit fee for the current year —REEERER 800 430
— audit fee underprovided —-AFEEZER
in prior year BET R - 13
Depreciation e
— own property, plant and —BEZYE BB REHE
equipment 19,370 6,577
— leased property, plant and —MHAZME - BE R&#E
equipment 249 13,018
Amortisation of lease premium T E T (B
for land 3 3
Impairment loss on receivables FERFIBRBEEE 1,788 828
Loss on disposal of HEMHEHERE 2 BE
available-for-sale investments 232 -
Loss on disposal of property, HEME - HE K&
plant and equipment Rtz BB 263 53
Loss on deconsolidation of B AR TBGE
a subsidiary ABRZ B8 - 9
Staff costs including directors’ PRESHES LS
fees and emoluments (Note 12), (Kizt12) »
provision for long service REARBEBHER
payment and provision FREHE2ZBINAR
for annual leave 61,052 76,803
Operating lease rentals: KEHEHES
minimum lease payment RO
— machinery — T 398 398
— internet leased line — G B A87E A AR & - 85
— office premises —WAREYE 6,276 4,717
Cost of inventories recognised BERAEAI 2 FERAN
as expenses 28,410 40,498

TETLEFR e EXHREBARAT
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12. DIRECTORS’ AND EMPLOYEES’ REMUNERATION 12. EENEES#ME

(a) Directors’ emoluments (a) EEzEE
The emoluments paid or payable to each of the directors TARENERENTEESZ
were as follows: e
Retirement
Allowances benefits
Basic and other schemes Total
Fees Salaries benefits contributions 2007
R BAER —ETtE
He EXEe Hit A B @t

HK$'000 HK$'000 HK$'000 HK$000 HK$'000
BRFR ERTFT BRTT BRFR BRTT

Executive Directors BTESE
Cui En Qing ERR = = = = -
Hao Bin 517 - 60 - - 60
Wong Fei R - - - - -
Qin Hong BR - - - - -
Xing Jing ke = = = - -
Independent Non-Executive BV FHITES
Directors
Lam Cheung Shing, Richard MR - - - - -
Shi Bin Hai =¥ - - - - -
Yan Chun BE& - - - - _
Chan Ngai Sang Kenny B - - - - -
Total emoluments HEHE - 60 - - 60
Retirement
Allowances benefits
Basic and other schemes Total
Fees Salaries benefits  contributions 2006
R BAER  ZZTRF
e AERE Hip g F HE LGS Fob
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT BT BT BT BETTT
Executive Directors BTESE
Cui En Qing ERR - 60 - - 60
Xing Jing il - 1,050 - - 1,050
Non Executive Director FHITES
Kwok Yat Ming -5 - 940 - 12 952
Independent Non-Executive BYFHITES
Directors
Lam Cheung Shing, Richard MR 10 - - - 10
Shi Bin Hai A 9% - - - 9%
Yan Chun BE 9% - - - 9%
Chan Ngai Sang Kenny BRRE 128 - - - 128
Total emolument HeHE 330 2,050 - 12 2,392
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12. DIRECTORS’ AND EMPLOYEES' REMUNERATION 12. EEN{EEME (&)
(Continued)

(b) Employees’ emoluments (b) EEZME

Of the five highest paid individuals for the year included RERRERRFALTEEES

nil (2006: one) director, details of whose emoluments are Z(ZEERE —RESE

set out in note (a) above. The emoluments of the remaining HN G 51BN £ XHIsE@) °

five (2006: four) individuals during the year were as follows: HHAE (ZETREFE : IO4F)

ATRFAZMEST

2007 2006

—BELFE —EERF
HK$'000 HK$'000

BETT BT T

Salaries and other benefits e kHMmEYMH =
in kind 3,371 2,806
Retirement benefits RIKERFT B
scheme contributions 30 48
3,401 2,854
Their emoluments were within the following bands: BEATZMEN F T &
:
Number of employee(s)
EEHE
2007 2006
—EEEFE ZTTRX
Nil to HK$ 1,000,000 TZ A% 1,000,000 5 3
HK$1,000,001 — HK$1,500,000 %#&1,000,0017c2
75%1,500,0007T - 1
5 4
(c) During the year, no emoluments were paid by the Group () RAFE  AEEWES T
to any of the directors or the five highest paid individuals e TEMNESIAEHE=
(including directors and employees) as an inducement to AT (BREESERET) UK
join or upon joining the Group or as compensation for Sl & B Sk fERE R A0
loss of office. None of the directors have waived any B - WEESNAFERES
emoluments during the year. A& o
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13.

14.

80

LOSS ATTRIBUTABLE TO EQUITY SHAREHOLDERS
OF THE COMPANY

The consolidated loss attributable to equity shareholders of
the Company includes a loss of approximately HK$68,171,000
(2006: loss of HK$73,104,000) which has been dealt with in
the financial statements of the Company.

LOSS PER SHARE
Basic
Basic loss per share is calculated by dividing the loss attributable

to equity shareholders of the Company by weighted average
number of ordinary shares in issue during the year:

13.

14.

AAFESRRELER

RRE R REGGREEERIE
ERAR RN B IwERNEE 2 BB
#)E#68,171,000L (ZZTEZ R
4 [E51878%573,104,0007T) ©

FRER
e %S
FREABIATIARA RVERRE

EIEEBRRAFADETEBRZ
IR EETEIT

2007 2006
—EELF ZEETR

Loss attributable to R BIRERIR

equity shareholders of FE1EE1E

the Company (HK$104,845,000) (HK$100,972,000)
Weighted average number of EETEBERZ

ordinary shares in issue i BB Sk 991,685,971 991,685,971
Basic loss per share BREREE (HK$0.1057) (HK$0.1018)

Diluted

Diluted loss per share for the current and prior years has not
been disclosed as the potential ordinary shares outstanding
during both years had an anti-dilutive effect on the basis loss
for the current and prior years.
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15. PROPERTY, PLANT AND EQUIPMENT 15. 1% - BERRE
The Group AEH
Furniture, Network and
Leasehold fixtures and computer Motor
Building improvements ~ Machinery  equipment  equipment vehicles Total
HE & BER
g7 NEEL wE  RERRRE ElRE RE @t

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BRTT BETT BRTT BRI BRI EBTL BETT

Costs RA
At 1 April 2005 RZZZRENA—A m 1,528 102,544 2,725 10,305 1,035 118,248
Additions bt - - - 55 103 - 158
Disposal/Written off e /W - - - (56) @ (108) (168)
Written back arising WBARTELGA
from deconsolidation of NEEE7BE
a subsidiary - - - (25) - - (25)
At 31 March 2006 RZEERE=A=T-H
and 1 April 2006 RZEEENA-H m 1,528 102,544 2,699 10,404 927 118,213
Additions i - 2,162 - 318 290 - 2,770
Disposal i - (1,524) (53) - (19) (802) (2,398)
At 31 March 2007 RZZTtFE=A=1-H m 2,166 102,491 3,017 10,675 125 118,585
Depreciation and FEREE
impairment
At 1 April 2005 RZZTRFEMA-A 17 878 55,748 1,705 3,714 522 62,584
Charge for the year FEXM 5 264 17,154 384 1,622 166 19,595
Write back #pQ - - - (38) (1) 72) (111)
Written back arising WBARTERA
from deconsolidation of N e
a subsidiary - - - (12) - - (12)
At 31 March 2006 RZZE E=A=1-H
and 1 April 2006 RZEZ ERA-H 22 1,142 72,902 2,039 5,335 616 82,056
Charge for the year FEXM 6 358 17,153 256 1,707 139 19,619
Write back &m - (1337) (48) - (16) (654) (2,055)
At 31 March 2007 W=EZtE=A=1-H 28 163 90,007 2,295 7,026 101 99,620
Net book value REEE
At 31 March 2007 RZEErE=A=T-H 83 2,003 12,484 722 3,649 24 18,965
At 31 March 2006 RZZERE=A=1-H 89 386 29,642 660 5,069 3N 36,157
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15. PROPERTY, PLANT AND EQUIPMENT (Continued) 15. Y% - BER=E (&)

The Group (Continued) REE ()
(a) The analysis of net book value of building is as follows: (a) EFEREmFESWTEOT :
2007 2006
—2BtE —TIAE
HK$’000 HK$°000

BETT BT

Situated in Hong Kong and URBEBIFRHARAHEE

held under long term lease 83 89

(b) The carrying amount of network and computer equipment (b) MENREMFZERRERTE
includes amounts of HK$700,000 (2006: HK$2,294,000), ERSARMEHE T 2EER

in respect of assets held under finance leases. XE A8 %700,0007T (ZFZ R

£ WD 294,0007T) ©

16. LEASE PREMIUM FOR LAND 16. T &
The Group’s lease premium for land comprises: KREB Y tAERIE -
2007 2006
—E2BtHF —TETR
HK$’000 HK$°000

BT BT

Cost [S%:N

At 1 April 2005, 1 April 2006 R-ZZERFEMA—H

and 31 March 2007 —EERFEA-BR
R-ZZEZT+F=A=+—H 135 135

Accumulated amortisation RN

At 1 April MM A—H 12 9

Charge for the year FEXH 3 3

At 31 March MR=A=+—8H 15 12
Net book value REFE

At 31 March MR=A=+—8H 120 123
Lease premium for land with carrying value of HK$120,000 URBEBLFERAL 2 THHE
(2006: HK$123,000) is situated in Hong Kong and held under E 7 RmEAB120,0000T (ZF
long lease. TRF - A¥123,0000T) ©
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17. INTEREST IN SUBSIDIARIES 17. R B A T =

The Company

RAFE]

2007 2006

-8 - S — A
HK$'000 HK$°000
BT T BT
Unlisted investments, at cost FELETIRE « KA 35,589 35,589
Less: Provision for impairments OB ORERE (35,589) (35,589)
Due from subsidiaries FEUSHTE A RIFRIE 843,350 799,457
Due to a subsidiary FEAT B B A RIZkIE (249) -
Less: Provision for impairments R ERE (842,947) (798,947)
154 510
154 510

(a) Particulars of the principal subsidiaries are as follows: (a) ETENBARZFBUOT :

Place/Country
of incorporation

Issued

share capital/

Percentage of
equity interests

or registration/ paid-up attributable
Name operation capital to the Company Principal activities
Eait)o A BRAT YN
R % FE{L AR A
=1 RE®YBXR BRRA BOk TEXK
Direct Indirect
=% &
First Brilliant Limited British Virgin Islands Us$1 100 - Investment holding
(uBVlu)
First Brilliant Limited RBRZHS (B 100 - REER
Actiwater Resources Limited BVI Us$1 - 100 Investment holding
Actiwater Resources Limited RBREZHS 17T - 100 ®EZR
Designate Success Limited BVI Us$100 - 100 Investment holding
Designate Success Limited RBREZHES 1007 - 100 HEEK
Komatic International Limited BVI Us$1 - 100 Investment holding
Komatic International Limited ~ EEBEZEE (B - 100 ®EZR

—TTLEER . EERIREEERAT 83
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17. INTEREST IN SUBSIDIARIES (Continued) 17. R EB A SR (E)

Place/Country Issued Percentage of
of incorporation  share capital/  equity interests
or registration/ paid-up attributable
Name operation capital  to the Company  Principal activities
AL 28T YN
231 % FEfb AR A
% feEwy ER BRBRAE Bl TEXK
Direct Indirect
Hi &
Optima Media Holding Limited ~ BVI Us$100 - 100 Investment holding
Optima Media Holding Limited ~ HBEZHE 100% 7T - 100 IREER
Sing Pao Newspaper Hong Kong HK$2 - 100  Holding of property,
Assets Limited plant and equipment
BRI EERR LA &k 2T - 100 FHAEVE  BERRE
Sing Pao Newspaper BVI Us$1 - 100  Investment holding
(BVI) Limited
Sing Pao Newspaper HBRELES (E - 100 HEER
(BVI) Limited
Sing Pao Newspaper Hong Kong HK$2 - 100 Newspaper publication
Company Limited
KRBT ER AT s B2 - 100 HREE
Sing Pao Publishing Limited Hong Kong HK$2 - 100  Book publication
PR AR AR 2 F] s B2 - 100 HRER
Sing Pao Newspaper Hong Kong HK$2 - 100 Inactive
Distribution Limited
IR TIEITERAA] BE 2T - 100 FER
Sing Pao Newspaper Hong Kong HK$2 - 100  Provision of
Management Limited management services
R TIERERAA &k 2T - 100 RHEEERS
StarEastNet (BVI) Limited BVI US$1,000 100 - Investment holding
StarEastNet (BVI) Limited REBRAHS 1,000 7T 100 - REER
Wah Fung Book Store Limited Hong Kong HK$796,000 - 100  Property holding
ERERBRAA s 78796,0007T - 100 REZER
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17. INTEREST IN SUBSIDIARIES (Continued)

The above table lists the subsidiaries of the Company
which, in the opinion of the directors, principally affected
the results for the year 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.

The amounts due from subsidiaries are unsecured, non-
interest bearing and have no fixed terms of repayment. In
the opinion of the directors, no demand for repayment
will be made by the Company in the next twelve months.
Accordingly, the amounts are shown as non-current.

The amount due to a subsidiary is unsecured, non-interest
bearing and repayable on demand.

After considering the profitability, financial positions, cash
flows and future prospects of these subsidiaries, the
directors considered that it was appropriate to make
impairment on amounts due from the subsidiaries. The
recoverable amount of the investment in subsidiaries based
upon which impairment loss is arrived at its value in use
and is determined using discounted cash flows. The
discount rate used is 18.85%, which is determined with
reference to the borrowing rates of the Group as at the
balance sheet date.

17. RK B A TR (F)

ERARFINESERALTERE
REB 2 FEXREIENTE
Moz BEFEZANRRHE
DA EERS - WRMEM
MBARZFHE  2EEME
FHERITR °

JE W B BB B RIR T S A
BERENEETERY - &
SRR BARKK T ZEA
WEE - Bt - ZFEAIER
IR

e /B R B FROE Th IR
BEBRBRIBRERKERE -

REBZSHBRRINET G
H -~ B BERE MK
KA - EER AR RS
RAFTERRETIRE R © 17
BRHB AR 2 BEFRIRTIR
BEEEREEMSRERR
W ERIRR S RELER
AERZHITIRES518.85%
DB2ERRERNGEER ZEE
MRMEET

TETLEFR e EXHREBARAT
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18. INTEREST IN AN ASSOCIATE 18. REtE N TR
The Group
EME
2007 2006
—BELFE —TTAX

HK$000 HK$'000
SBMET T BT T
Share of net assets EIEEEFE 138 717

Particular of the Group’s associate as at 31 March 2007 is as
follows:

AEEBEATR BB LF=A
=t —BZHENT -

Interest held  Principal
Country of Form of Paid up indirectly by  activities and
Name of company  incorporation business structure capital the Company place of operation
FAAMEE
ACEL SR LER $BRBEA BERE REzEE FTEEBREEHE
ERREEGZME  The People's Republic  Sino-foreign owned  RMB5,000,000 25%  Provision of networking
EERMABAR  of China ("PRC") equity joint and information
venture services in PRC
ERPEREGEE  PEARANE POEE AR ¥5,000,0007 25% R EREER
GERMAERRR  (HE]) REARY

The summarised financial information in respect of the Group’s
associate is set out below:

REEEE N R 2 BISE R 40
T

N

2007 2006

—EBEELE —ZTTRF

HK$000 HK$°000

BETFT BT T

Non-current assets EMBEE 1,136 1,385
Current assets MENEE 575 2,008
Current liabilities mEBaE (1,160) (524)
Turnover X 2,439 276
Loss for the year REEZEE (2,392) (3,626)
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19. AVAILABLE-FOR-SALE INVESTMENTS 19. I HERE
The Group
AEE
2007 2006
—BELE —TTAE
HK$'000 HK$'000

BT BETIT

Investments in RTINEEZKRE
— unlisted equity securities —BBUINELT
outside Hong Kong MRAZE 5 - 1,870
— impairment loss on unlisted — I L TRAZE 5
equity securities BIEEE - (1,870)
— listed equity securities — BB LETRARES
in Hong Kong - 1,433
- 1,433
20. INVENTORIES 20. 78
The Group
rEE
2007 2006
—BELFE T RF
HK$°000 HK$'000

BT BT

Goods for sale FEER 529 1,108
Printing materials ENmIAT L 417 485
946 1,593
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21. TRADE AND OTHER RECEIVABLES 21. ES R HEMBWRIER
The Group
rEE
2007 2006
—EBELFE —TTRF
Notes HK$’000 HK$°000
Hiat BT T BT T
Trade receivables B 5 EWIE 7.340 7,762
Less: provision for B BB R
impairment loss (3,261) (1,473)
(@) 4,079 6,289
Other receivables, deposits H A 5RIE -
and prepayments %E& RIENFIE 5,419 2,625
Amounts due from FENS FRiE A R FRIE
related companies (b) 29 46
Amount due from Bl —E2EE
a substantial shareholder IR KIAE (© 1,000 -
10,527 8,960
(@) The Group allows an average credit period of 30 days to (@ AEEHBTHESEFPTAN
60 days to its trade customers. The ageing analysis of the F30HZEORZEEH - B 5
trade receivables less provision for impairment losses of JEW R IE RO (B B 1B B B 1
HK$3,261,000 (2006: HK$1,473,000) was as follows: 3,261,000 (ZZEZRF : &
#1,473,0007T) 2 BRiie DA 40
T
The Group
AEE
2007 2006
—EBELFE CEERF
HK$'000 HK$'000

BT T BT T

0-30 days EE30H 2,378 4,779
31-90 days 31£290H 709 511
Over 90 days #8890 H 992 999

4,079 6,289
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21. TRADE AND OTHER RECEIVABLES (Continued) 21. E 5 Kk HtEWFIE (48)

Movements of provision for impairment losses BEBEREEH
The Group
rEE
2007 2006
—EBtLE —TTRF
HK$'000 HK$°000

BETT BT T

At 1 April R A—H 1,473 645
Charge for the year FAX 1,788 828
At 31 March W=A=+—H 3,261 1,473
(b) The amounts represent balance due from Sun Television (b) ﬁi‘%ﬁ%i‘ﬁ%ti%ﬁ?ﬁﬁﬁﬁ
Cybernetworks Enterprise Limited (“Sun Television”) and ~NAR([BBXER]) KStar
Star East Management Limited (”Star East Management”) East Management Limited
of HK$Nil (2006: HK$46,000) and HK$29,000 (2006: ([Star East I\/IanagementJ)JT%T
HK$Nil) respectively. Wisth 2 KB R RABEZ T

(ZBTRF ,%ﬁ%%,ooofc)
R#E®29 000 (ZEENX

FBEEZR) -
Mr. Hao Bin, the former executive director of the Company KRR ZBIFITES W LA
was a director of Sun Television during the year ended 31 REE_TEF=A=71—
March 2006. Mr. Wang Fei is the common director of the HEFELREBXERE
Company and Star East Management. The balances due = o ERIFEETIAR QT KStar
from the related companies are unsecured, interest free East ManagementZ #FE
and have no fixed terms of repayment. = o EINEEARIFIA 4

THEEA - HE%E&%IE
B -
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21. TRADE AND OTHER RECEIVABLES (Continued) 21. B 5 Rk EbEUWFIE ()

O REARBZEFEBRR
Strategic Media International
Limited X R 7 & B PR 2 iR
fRE - RIAEEWN  HE%
BREEREER -

(c) The amount represents license fee income taken up by a
substantial shareholder of the Company, Strategic Media
International Limited on behalf of the Group which is
unsecured, interest-free, and repayable on demand.

(d) The fair value of the Group’s trade and other receivables, (d) XEBR-_ZEZ+F=_A=+
deposits and prepayments at 31 March 2007 approximated —RAZE 5 REMEKFKIE
to the corresponding carrying amount. Re RIENFIEZ 2R EBEX

AR 2 BREE -
22. CASH AND CASH EQUIVALENTS 2. BERBEEEEH
The Group
AEHE
2007 2006
—EELF —“ETRF
HK$’000 HK$°000
BT T BT T
Cash at bank and on hand THEFRRIRE 2,026 910
Cash and cash equivalents in meEBAERBREGS
the consolidated balance sheet BemnaXRMyIZR®
and the consolidated MIR&EEIEEB
cash flow statement 2,026 910
23. TRADE AND OTHER PAYABLES 23. ESZ R HMEIE
The Group
REE
2007 2006
—EELF ZEETRE
Notes HK$’000 HK$'000
Biat BT T BT
Trade payables Z SN FIA @) 15,403 11,845
Other payables H A e 5708 (b) 31,119 27,731
46,522 39,576

90 SMI Publishing Group Limited ¢ Annual Report 2007



NOteS tO the FinanCiaI Statements For the year ended 31 March 2007

Mﬁ%#&% Bﬁ% HE—TE+F=A=+—HIFE

23. TRADE AND OTHER PAYABLES (Continued) 23. ES R HMESFIE (&)
(@) The following is an ageing analysis of trade payables at (@) NEEH  BHENFIEZE
the balance sheet date: BROMIT -
2007 2006
—EETLHE —ETRF
HK$’000 HK$°000

BETT BT

0-30 days FE30H 4,330 3,195
31-90 days 31£290H 1,637 4,311
Over 90 days #83890H 9,436 4,339
15,403 11,845
(b) Included payable to an individual shareholder amounted (b) BIEEEFERAEE4L19,0007T (=
to HK$419,000 (2006: HK$399,000) which is unsecured, TTREF : B¥399,0007T) £
interest-bearing at 7% (2006: 7%) per annum and 'R UBF7TE(ZZEZR
repayable on demand. F 7B HERRERKERZ
JERT T — BB R FRIA o
24. BORROWINGS, UNSECURED 24. BIKIHEE
The Group The Company
FEE EAF

2007 2006 2007 2006

ZEEHFE —TITREF ZEBELF —TTRF
HK$’000 HK$'000 HK$'000 HK$'000
BEFrT B¥TT  B¥Tr  BETT

Loans from a substantial ERE—ZTERE

shareholder (Note a) (Ktita) 91,190 47,506 91,190 47,506
Loans from related el NG

companies (Note b) (Kfztb) 6,790 6,353 5,506 5,161
Others (Note ¢) Hth (Ftatc) 78,558 61,988 40,474 27,620

176,538 115,847 137,170 80,287

Analysed as: ik

Current ik 12,410 - 11,000 -

Non-current ES ) 164,128 115,847 126,170 80,287

176,538 115,847 137,170 80,287
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24. BORROWINGS, UNSECURED (Continued) 4. BEREE &)

Notes: Mt -

(@) Interest of 1% to 4% over Hong Kong prime interest rate is charged on (@) RENERA4 ﬁﬁzrﬁﬁf@‘%ﬂfﬂm
the outstanding loan balance (2006: 1% over Hong Kong prime interest EZEABWEFE (ZTTREF
rate) and is repayable on 1 September 2007. Subsequent to the balance RESRMEME) - IETEE’\f’gg
sheet date on 15 October 2007, the substantial shareholder extended +ENA—BEE - - ZEAERES
the loan repayment date to on or before 1 September 2008. In addition, ZEZEALFTATRA  ZEERR
the facility amount granted to the Group and the Company is also HEREZAREEZE _TTN\FAH
increased from HK$48,000,000 to HK$120,000,000. A—RB&®zA - o BRTFAEE

REARANHMESBENRARE
48,000,0007T% hZ ¥ 120,000,000

T o
(b)  The amounts represent the loans granted by companies with Strategic (b)  FZ\FEIEStrategic Media International
Media International Limited as the common substantial shareholder. The Limited BB FERRZARETZ
amounts are unsecured, interest-bearing at Hong Kong prime interest B e EZ%XIEEETKW CRABTTRE
rate per annum and are repayable on the expiry of 30 calendar months BEMEGFBEREH-TT=F—A
after the year end of the first profitable financial year since 24 January — B e EER Eﬁﬁkﬁfgﬁﬁ?ﬁ
2003 and no later than the twentieth anniversary of 24 January 2003. 301EE A EmMFREE - R E B
RIBEE=F—-A-TMHHARF =T

BFEEH -

() The amounts mainly represent the loans of HK$66,148,000 (2006: (0 FFEBEEIERAIBRENENBAR
HK$61,988,000) granted by former shareholders and their subsidiaries, ¥ 2 #E%66,148,0007T (ZZTZ X
are unsecured, bear interest at Hong Kong prime interest rate per annum F : 4%61,988,0007T) B - AEEK
and are repayable on the expiry of 30 calendar months after the year end B RETREEFNEFEREH
of the first profitable financial year since 24 January 2003 and no later —EE=F-A-THHEEEEF
than the twentieth anniversary of 24 January 2003 MM FEFEEI0EERAEMFE

B ENRERER-TE=5—Ff
—tEREF - THBEFEER -

The remaining amounts of HK$12,410,000 (2006: HK$Nil) is unsecured, interest- YE#£12,410,0007T (Z 2T REF : BB ZID)
free and repayable on demand except for an amount of HK$ 1,249,000 which 2R E R EER - TR RIRERER
is interest bearing at the rate of 2% per month. (Br—Z12T A2E5HE 2 8%1,249,0007T

RERSN) o
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25. OBLIGATIONS UNDER FINANCE LEASES

The Group

25. EHEAE

rEH

Present value of

Minimum lease minimum
payments lease payments
REHEERE REHEERERE
2007 2006 2007 2006
—EEtFE —TITRF ZEELF —TIRX
HK$'000 HK$'000 HK$'000 HK$'000
BEFT BT BEFm  BETL
Amounts payable under RIEmEHE RN
finance leases: ZF0A
Within one year —FR 152 462 150 443
In the second to F_FEFERF
fifth year inclusive (BEEEME) - 39 - 38
152 501 150 481
Less: Future finance charges A ARRBEER (2) (20)
Present value of lease obligations & #IERE 150 481
Less: Amount due for settlement J& : R —F R Z|HA
within one year (shown Z A (BIIR
under current liabilities) nEaRm) (150) (443)
Amount due for settlement —F 1% EIEFIE
after one year - 38

It is the Group’s policy to lease certain of its assets under finance
leases. The lease term is two to three years. All leases are on a
fixed repayment basis and no arrangements have been entered

into for contingent rental payments.

REBE 2 BE B AR EHEE N &
HEETEE HEMR_==
F o PTERESABTEERTT AT
3 B Ep S AH S RIRRT S AE
(DER7
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26. CONVERTIBLE NOTE 26. AT AREE

94

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

The Company has the right at any time upon not less than
fourteen days notice in writing to the Note holder to redeem
all or part of the outstanding principal amount of this Note.

On 13 May 2005, pursuant to the condition 11 of the Note,
the Company has been in default due to two reasons: (i) trading
of the Company’s shares on the GEM was suspended for a
continuous period of more than ten business days on each of
which the GEM is generally open for trading; (ii) failed to pay
the Note holder interest accrued. The Note holder has however
agreed to waive all their rights to give notice demanding
immediate repayment of the principal amount of the Note,
interest accrued pursuant to condition 11(a)(2) of the Note
regarding the continuous suspension of trading in the shares
on the GEM and condition 11(f) of the Note regarding the
Company’s failure to pay the Note holder interest accrued and
interest payable between the date of issue of the Note and the
maturity date under condition 3.1 of the Note.

The fair value of the Note at 30 April 2005, the date of issuance
of the Note and 13 May 2005 were approximated to the
corresponding carrying amount in accordance with valuation
reports prepared by an independent valuer.
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26. CONVERTIBLE NOTE (Continued) 26. TR RE (&)
The Note recognised in the balance sheet is calculated as REEBBERERZZBIETIA
follows: AEtE
Group and Company AEBRAAT
HK$°000
BT T
Nominal amount of the Note issued RZZEERFHA=+THET
on 30 April 2005 ZEEBZHE 50,000
Equity component g Eay=ith) (14,100)
Liability component on initial recognition RS 2 BB 35,900
Less: Direct transaction cost attributable to B BESNEGEZEEISEAR
liability component (329)
35,571
Accrued interest capitalized up to HEEFTARZERLERFIE
the date of amendment 268
35,839
Waiver of accrued interest PR (268)
Fair value change to liability component METRBAGEH D 2 AR EBEEY
on the date of amendment (6,000)
Additional appropriation of transaction cost B &30 EIE 3 Z KA 2 BBIMEK
attributable to liability component 54
Adjusted balance KRR AR 29,625
Accrued interest capitalized from RIETHHZEER 2 ERLERFIB
amendment date to balance sheet date 7,916
Liability component at 31 March 2006 E’\\\:gg NEZRA=+t—RHza&EHHm 37,541
Accrued interest capitalised during the year — WFEEHIR 2 B AR (L ESHFI B 11,464
Liability component at 31 March 2007 RZZETZ+F=A=+—HZEBEH 49,005
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26. CONVERTIBLE NOTE (Continued) 26. AR ERE (E)
2007 2006
—EBEBLE TEERE
HK$'000 HK$'000

BT T BT

Analysed for reporting purposes as: {EFRA®ZR Z DA -

Current liability nRBBIE 49,005 -
Non-current liability FERBAE - 37,541
49,005 37,541
Interest expense on the Note is calculated using the effective FENETARE-_TTAFAA
interest method by applying the effective interest rate of T=HZHNERXKAE miﬂ
19.64% per annum from the issue date to 13 May 2005 and 19.64% REBEFMEEE - R
28.50% per annum from 14 May 2005 to 31 March 2007 for —EERFRATMA i—gg’t
the liability component. F=ZA=1T—HEEBH 2L

HABRENE28.50%:1E -

Further, subsequent to the balance sheet date on 19 November BE  BEREEREN_ZT+F

2007, the Note holder had exercised its discretion to extend +—A+NH  BEEFEATEE

the maturity date of the Note to 31 March 2008. RS EEINHAREEE ST
NEFE=HA=+—H-
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27. DEFERRED TAXATION 27. IEEERIE

RARRRFEE MBERRFERER
ZEBREHIBGEH L EEB 27

The following are the major deferred tax balance recognised
and movements thereon during the current and prior reporting

year. W
The Group ALEE
Allowance
Accelerated  for bad and
tax doubtful Convertible
depreciation debts Tax losses note Total
m&
BBHE  REREG BEEE  TARRE @t
HK$'000 HK$000 HK$'000 HK$'000 HK$'000
BETT BT BETT BETT BETT
At 1 April 2005 RZZEZTRFEMA—H 6,563 (51) (6,512) - -
Charge to equity for the year AEE 8RR - - - 3,485 3,485
(Credit)/charge to consolidated A% (EEE) /H1k
income statement for the year BiraliEk (2,600) (144) 2,744 (1,385) (1,385)
At 31 March 2006 RZZE E=A=1+—H 3,963 (195) (3,768) 2,100 2,100
(Credit)/charge to consolidated KEE (EBREA) /N
income statement for the year BiralaER (754) (376) 3,199 (1,955) 114
At 31 March 2007 RZZELF=A=+—H 3,209 (571) (569) 145 2,214
The Company VNN
Convertible
note Total
TREBREE et
HK$°000 HK$'000
BT IT BT
At 1 April 2005 RZZEZTRFHA—H - -
Charge to equity for the year NEE R B 3,485 3,485
Credit to income statement REEERT KTAE
for the year (1,385) (1,385)
At 31 March 2006 RZZEERF=A=+—H 2,100 2,100
Credit to income statement REEHEBTHRE
for the year (1,955) (1,955)
At 31 March 2007 R_ZET+F=A=+—H 145 145

TETLEFR e EXHREBARAT
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27. DEFERRED TAXATION (Continued) 27. IEFEFIE (48)

98

For the purpose of balance sheet presentation, certain deferred
tax assets and liabilities have been offset. The following is the
analysis of the deferred tax balances for financial reporting
purposes:

AHEERBREINRE  HTE
ERBEELBECEE - A TR
FAEA TS A SR A ik 2 IR AR TR A Bk
#r

The Group
rEE

2007 2006
—EEtLHF —EENRE
HK$’000 HK$°000
BT T BT
Deferred tax assets RIETRIBE E 1,140 3,963
Deferred tax liabilities ELERIBEE (3.354) (6,063)
(2,214) (2,100)

At 31 March 2007, the Group has unused tax losses of
approximately HK$791,333,000 (2006: HK$714,454,000)
available for offset against future profits that may be carried
forward indefinitely. A deferred tax asset has been recognised
in respect of HK$3,251,000 (2006: HK$21,531,000) of such
losses. No deferred tax asset has been recognised in respect of
the amount of HK$788,082,000 (2006: HK$692,923,000) tax
losses due to the unpredictability of future profit streams.

At 31 March 2007, the Company has unused tax losses of
approximately HK$28,443,000 (2006: HK$2,682,000) available
for offset against future profits. No deferred tax asset has been
recognised in respect of such losses due to the unpredictability
of future profit streams.
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28. SHARE CAPITAL

28. IR

Authorised ordinary shares
of HK$0.05 each
BREEE®0.057T
ZEEEBRR
Number of shares

R E

HK$°000
BT

At 31 March 2006 and n=
31 March 2007 X

4,000,000,000 200,000

Issued and fully paid
ordinary shares
of HK$0.05 each
BREEBY0.057T
ZEBRITRHBEEER
Number of shares HK$'000
KRG BE BT T

At 31 March 2006 and w=
31 March 2007 &

29. RESERVES
(a) Group

The amounts of the Group’s reserves and the movements
thereon for the current and prior years are presented in
the consolidated statement of changes in equity on page
38 of the financial statements.

991,685,971 49,584

29. e
(a) x&EH
AEERBLEEEAEE Y
{2 RE I B B 2 5 A B 155

RFEIBAZIFERGEH K
EF' o
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29. RESERVES (Continued) 29. f## ()
(b) Company (b) &AF]
Convertible
note equity Shareholders’ Share Distributable  Contributed Accumulated
reserve contributions premium reserve surplus losses Total
TRRRE it
BiEfE BEiLE R EE DG BABH 2EER st

HKS000  HK$'000  HK$'000  HKS000  HKS'000 HK$'000  HKS'000
ARTR  BRTT  ERTR BRTm ERTR BETn BRTx

Balance at 1 April 2005 RZZZn%
WA—R2 & - 49,087 127,764 231,340 5,589 (528,054)  (114,274)
Recognition of equity component RARREEL
of convertible note R 19,917 - - - - - 19,917
Deferred tax liability on recognition R ARBREEZ
of equity component of ERihEEL
convertible note EREHEEE (3,485) - - - - - (3,485)
Loss for the year FERR - - - - - (73,104) (73,104)
Balance at 31 March 2006 WZEERE
SA=t-B7&#% 16,432 19087 127764 231340 558 (601,158)  (170,946)
Balance at 1 April 2006 eSS
mA-Bz# 16,432 19087 127764 231340 5589 (601,158) (170,946
Loss for the year FEFR - - - - - (68,171) (68,171)
Balance at 31 March 2007 e 3
ZA=t-Bz&# 16,432 19087 127764 231340 5589 (669329)  (239,117)
The contributed surplus of the Company represents the KRR ZBABERTIIEAR A T]
difference between the book value of the underlying net BEARNRRZEZEZTFRA
assets of the subsidiaries acquired by the Company under T+ =RHEZEREEZHT
the group reorganisation set out in the prospectus of the ZEBEEAMBERB AR
Company dated 23 May 2000 and the nominal amount HEFEEREEERKES
of the Company’s shares issued for the acquisition. HET 2 ARRROEER™Z
The Company did not have any reserves available for RIZEZLFRZZFTTRF=
distribution at 31 March 2007 and 2006. RA=4+—8 ' XARHEEM

AR 2 R o
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30. NOTES TO THE CONSOLIDATED CASH FLOW 30. mEHERERME

STATEMENT
(a) Disposal of subsidiaries (a) HEMB LT
On 8 November 2006, the Group had disposed of its entire RZZEERF+—HANB K
equity interest in Tech Merit Limited (“Tech Merit”) for a £ B LA 500,000t RE T
consideration of HK$500,000 to an independent third EEMTech Merit Limited
party. Tech Merit hold 80% equity interest in 3t A&k E (ITech Merit]) 2 2 #BAR#E T
BEREEAF. —ZIBILE=F ° Tech Merit
FELRFPHESEEBERETA
F180% A1 -
The details of net liabilities disposal of at the date of REE BHFTHE 2 FBEF
disposal were as follows: =3 CNE
2007
—EELHF
HK$'000
BETT
Net liabilities disposed of FrHEZFaE
Trade and other payables 8 5 Rk H AN FIE (76)
Amount due to the Group e AR B RIR (4,709)
(4,785)
Amount due from subsidiary written off  FEUHTE 2 &) ZUIBM 4,709
Gain on disposal of subsidiaries HERBA Rz e 576
Consideration KE 500
Satisfied by: XATE
Consideration receivable JEWAR BT IA 500
Net outflow of cash and PEMBARZRE R
cash equivalents in respect of ReFEEE FRL
the disposal of subsidiaries -
The results of the subsidiaries disposed of during the year RBE_ZTEZLF=-HA=*+—
ended 31 March 2007 have no significant impact on the HIEFEATEERHE R TR
Group's turnover or loss from operations before taxation FEHAEBRNBEE_TT+
for the year ended 31 March 2007. Fo-A=-+t—HILEFEZ&H¥

BEBRH A2 ERIBY EE KR

Bl 48R
%
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30. NOTES TO THE CONSOLIDATED CASH FLOW 30. mEHERERME (B

STATEMENT (Continued)
(b) Deconsolidation of a subsidiary (b) HBARTBIEEAR
The Group had 100% equity interest in a subsidiary, 377 i RZZEEF=A=+—H"
NEAREROER AT ("RAEANE") as at 31 March AEBERKWBARRSHNE
2006. The directors of the Company considered 5 J7 %% /7 AR IR AR AR ([R5
&7 was in the process of liquidation in prior year, and they NEMD HEB100%EHE o &
were unable to exercise control over the financial and RAIESRABRABEHENR
operating decisions of 575 i 71 & 51l. They were unable to BEFEETER  MEER
get access to the books and records together with supporting BERNR 7 Mk B A BT e 4%
documents. The directors of the Company considered they EORE LITEEGIE  RER
had lost control over 575 % /1 &5l and have deconsolidated EERERRM - 28 RFRAN
B #5145 with effect from 1 April 2006. o RRRIESRRR  KEFE
KRERFBNEM LG -
% 1R 5 B E RS A
BRR-TTNFOA—HEE
2007 2006
—EBLE —TTRF
HK$'000 HK$'000
BETFT BT T
Net assets deconsolidated FEENTHHEEARBRE
comprise
Property, plant and ME - BER&E
equipment - 13
Available-for-sale investments At HERE - 232
Inventories FE - 3
Trade and other receivables B 5 R H AR FIA 73 106
Bank balance and cash RITEBR LIRS 6 19
Trade and other payable 5 Rk HEMEN A - (177)
Amount due to the Group e T AREEFKIA (30,297) (187)
(30,218) 9
Amount due from S PNSIE L 6
subsidiary written off 30,297 -
Translation reserve realised HmEREER (2,304) -
Gain/(loss) on deconsolidation B A RITHBLEE
of a subsidiary ARz Wz (E18) 2,225 (9)
Net outflow of cash and WEBARTHLEE
cash equivalents arising on ANERFIEEZHE R
deconsolidation of a subsidiary:  IR&EEE B 7L F5E
Cash of a subsidiary MEBARTHEiEa ARZ
deconsolidated Re (6) (19)
Net outflow of cash and RehReFEIEE
cash equivalents T FEE (6) (19)
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30. NOTES TO THE CONSOLIDATED CASH FLOW 30. mEHERERME ()
STATEMENT (Continued)

(b) Deconsolidation of a subsidiary (Continued) (b) B AT TBLEZEE AR (@)
The deconsolidation of a subsidiary during the year did FRMB AR T BIRE AR
not have significant cash flows attributed to the Group. BUASBELEREREMN

2,

() Major non-cash transaction () FEFBRERSH
For the year ended 31 March 2006, the Group issued HE-_TTRF=-HA=1—H
HK$50,000,000 convertible note to Strategic Media IEFE  REERARRARZ
International Limited, a substantial shareholder of the FEZRHKStrategic Media
Company, in which HK$45,000,000 had been applied to International Limited 3 1T{E(E
repay loans and accrued interest due to SMIL. Net cash 75%50,000,0007T 2 AJ AR =
provided to the Group was HK$5,000,000. & - B )& #45,000,0007T

ERAREERENFSMILZER
LT FIB - REBERME 2
& F5 AB%5,000,000

5E o

31. CONTINGENT LIABILITIES 31. HAREE
There were several cases brought forward from prior years and BEFERERRMREEEE S
occurred during the financial year related to defamation and A THFRILRERG A FR7
infringement of copyright work that remained unresolved. All R FTEZERTIHEAEEZ
of them were brought against Sing Pao Newspaper Company 2EMBARIKBBTIER A AR
Limited, a wholly owned subsidiary of the Group. Court o EEFIREARETE - MREL
judgments have not been stated and the amounts claimed were SHEAEHETLRERS17,0007T ©
in aggregate totaling not less than HK$517,000. In the director’s EERA - AERYBEREL
opinion, the liabilities are unlikely to be crystallized and no Ut - BERREFERRELESE

provision had therefore been made in respect of these claims.
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31. CONTINGENT LIABILITIES (Continued) 31. ARG E (&)
During the year, the Group has received various claims in FA - $%H&§Uﬁ@§?@7lﬁ%ﬂz
relation to default payment including mandatory provident fund TRIEBR - ARG AERHK
contributions of HK$4,011,000, payment of provision of 7E%4,011,0007T HE%}E{#{W\
services of HK$2,234,000, tax payments of HK$185,000, FE12,234,0007T © BB RIEEEE
penalty for delay in salary payment of HK$90,000, literary 185,0007C * IEEXMHFHE B
contribution fee of HK$404,000 and salary and directors’ fee #90,0007T « Ta & &1 404,0007T
in relation to the previous accounting year of HK$1,596,000 FEBRE—EAerFEz2HENE
etc. All of the balances have been properly accounted for in %%@i%ﬁ@q 596,0007T% ° FTA
the financial statements. HEREEEME AR -
32. OPERATING LEASE COMMITMENTS 32. REMERIE
At the balance sheet date, the Group had commitments for REEEHR - NEBRTYFERH
future minimum lease payments which fall due as follows: AT 2 R IR AR & RIEAHE N
T
The Group
PN |
Office premises Machinery
WAEYME Heas
2007 2006 2007 2006

—RELFE ZTTNF ZRRLF ZTTRF
HK$'000  HK$'000  HK$'000  HK$'000
E®Tr  BETT  EETRT  BETT

Within one year —FR 3,129 4,441 398 398
In the second to fifth year F_FEZERF
inclusive (BHEEMTF) 1,294 - 597 996
4,423 4,441 995 1,394
Operating lease payments represent rentals payable by the KEHEFIBREAEEFEE T
Group for certain of its office premises and machinery. Leases NEMERMEEN 2 o K5
are negotiated for an average term of three years and rentals HMETZHANFHTFER=F " H
are fixed throughout the lease period. AHANME 2 EE °
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33. EQUITY-SETTLED SHARE-BASED TRANSACTIONS 33. RALZEWURMDAER 2

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

No consideration was received during the year ended 31 March
2007 and 31 March 2006.

X5

RZZEZEZF—HTHA  ARFA
K —IEE R RS (IR
gl]) - RIEZE - AR EEES
ANERMENES (BEIENTE
£)  THAE - BEERARAR
SHEWBRAREHNBEAN ([GERE
AT FEAR IR AR AT G R
Bt P2 BIZEIR EARAIE23E 2
RIBAD TR AR IR - IBARIE
FECEEENAEREERAT
HAEBERKRZEKRNER - 17T
BIR BB EIR H 2 BB AR
A BT 2 IR BB AT R B AL
Al BRI SHBARRRRN
AR AR R 2 B Hf 2 B 3T
ARZR 2 10% K2 5% BR 1 AT BE A AR BR R
SHRANTIREEF o BIRERTE
RZZEZ_F—-AT+HBRBER
ER T _F-ATHBTEF
AIE A7t o IBARERN BEER
ER S -

REE-STTLF=A=1+—AL
FERBE-FTAF=A=1T—
A SR RS HE -
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33. EQUITY-SETTLED SHARE-BASED TRANSACTIONS 33. RALEWURMDAER 2

(Continued) X5 (&)
The following table discloses details of the Company’s share TREBEEEESE EERANE
options held by the directors, employees and contracted ARBZARARIIBRIERZERR
celebrities to the Group and movements in such holdings during R EFRRE
the years:
Outstanding/ Outstanding/
exercisable exercisable
Name or Exercise balance Granted  Exercised Lapsed balance
category of Exercisable price as at during during upon as at
participant Date of grant  period per share 1/4/2006 the year the year resignation  31/3/2007
R® i
—EERE “BELE
MA—-B =R=t-H
SHEELR KTE/ KT/
HEH BEAH fTEHE BROME WIESEE FARE  FRTE BEBAR WUTEEE
HK$
BET
Employees 13/8/2003 13/8/2003 to 0395 9,651,600 - - 9,651,600 -
In aggregate 12/8/2013
ER#H 13/8/2003 13/8/2003% 0395 9,651,600 - - 9,651,600 -
12/8/2013
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33. EQUITY-SETTLED SHARE-BASED TRANSACTIONS 33. RALZEWURMDAER 2

(Continued) X5 (&)
Outstanding/ Outstanding/
exercisable exercisable
Name or Exercise balance Granted  Exercised Lapsed balance
category of Exercisable price as at during during upon as at
participant Date of grant  period per share 1/4/2005 the year the year resignation  31/3/2006
i i
—ZZIF ZBERF
MNA—-B =RA=1-H
SHEELR KTE/ KT/
HEH BB fTEHE BROME WIESEE FARE  FRTE BEBAR  WUTEEE
HK$
BET
Director
Lin Ning 13/8/2003 13/8/2003 to 0395 6,434,400 - - (6,434,400) -
12/8/2013
B%
hE 13/8/2003 13/8/2003% 0395 6,434,400 - - (6,434,400) -
12/8/2013
Employees 13/8/2003 13/8/2003 to 0.395 16,086,000 - - (6,434,400) 9,651,600
In aggregate 12/8/2013
EESY 13/8/2003 13/8/2003% 0.395 16,086,000 - - (6,434,400) 9,651,600
12/8/2013
22,520,400 - - (12,868,800) 9,651,600
As all grants of share options were vested on or before 1 January BRTEBRENR_ZZTAF—H
2005 and accordingly, no adjustment is made in the Group’s —H=ZRIEHEB - Bt - RA%
financial statements pursuant to the transitional provisions as Bz B ik R I AR IR B A R T
set out in HKFRS 2. WELERFE 258 2 3B R AE L T
B,
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34.

35.

108

RETIREMENT BENEFITS SCHEME

The Group operates a mandatory provident fund scheme (the
"MPF Scheme") for all qualifying employees in Hong Kong.
The assets of the scheme are held separately from those of the
Group in funds under the control of trustees. The Group
contributes 5% of relevant payroll costs to the Scheme, which
contribution is matched by employees.

The total cost charged to consolidated income statement of
HK$2,403,000 (2006: HK$2,937,000) represents contributions
payable to the above MPF Scheme in respect of the current
accounting period.

EVENTS AFTER THE BALANCE SHEET DATE
Litigations

Subsequent to the balance sheet date, the Group has received
following claims in relation to default payment:

During June and July 2007, the Group was claimed by Labour
Department and several individuals for outstanding salaries and
wages of approximately HK$400,000 for the period from
February 2003 to October 2004. The amounts have been
properly provided for in the financial statements.

During the period from May to December 2007, two
subsidiaries of the Group, Sing Pao Newspaper Company
Limited (“SPNCL") and Sing Pao Newspaper Management
Limited, were claimed by several individuals/corporations for
unpaid goods and services provided during the period from
April 2005 to September 2007 of approximately HK$1,086,000.
Relevant amounts of HK$482,000 have been properly
accounted for in the financial statements and the balance
remains outstanding up to 21 February 2008.

In July 2007, the Company was claimed by the Stock Exchange
for the outstanding annual listing fee for the years 2006/07
and 2007/08 of HK$300,000. The amounts have been properly
accounted for in the financial statements and fully settled in
October 2007.
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35. EVENTS AFTER THE BALANCE SHEET DATE 35. AE HEEE (8)

(Continued)
Litigations (Continued)

In August 2007, the Group received writ of summons issued
by District Court against SPNCL, regarding penalty for late
payment of wages and MPF contributions. The claim was made
by The Government of the Hong Kong Special Administrative
Region of the PRC (“HKSAR") of HK$228,000 and the balance
remains outstanding up to 21 February 2008.

During the period from May 2007 to February 2008, the
Mandatory Provident Fund Schemes Authority has applied to
the High Court of HKSAR (the “High Court”) to claim for default
contributions of HK$3,616,000 for the period from December
2006 to September 2007. Relevant amounts of HK$1,584,000
have been properly accounted for in the financial statements.

On 18 December 2007, a supplier of the Group has appointed
an arbitrator in relation to a trade dispute with SPNCL for the
early termination of a purchase contract in July 2007. The
supplier claimed a sum of HK$5,506,000 against the Group
for compensation. Judgment has not been stated up to 21
February 2008.

On January 2008, a winding up petition was filed by two
individuals against SPNCL Limited in the High Court in relation
to the unpaid literary contribution fee of HK$208,000 for the
period from November 2005 to August 2006. Such amount
has been fully provided for in the financial statements
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36. RELATED PARTY TRANSACTIONS 36. BEALRF
(a) Transactions with related companies (a) EHEEARIZR 5
In addition to the transactions and balances disclosed BRI ZE IR A D
elsewhere in these financial statements, the Group entered B2 RGREERI  NEEE]
into the following related party transactions. SNATEEALRS -
The Group
Name of Nature of REE
related parties transactions 2007 2006
BEALEE REME —EE2tF ZZTRF
HK$'000 HK$'000

BETT BETIT

Mr. Li Rong Wei Interest expenses on 21 21
amount due to a shareholder
Li Rong Wei%t 4 JER T IR FRIE 2 M BRI 21 21
Strategic Media Interest expenses on loans 7,948 2291
International Limited from a substantial shareholder
Strategic Media FERRERZMEFX 7,948 2291

International Limited

Star East Management Interest expenses on loans 91 103
Limited from related companies
RABNERERAA FEARIERZAEFRX 91 103
SMI Corporation Limited Interest expenses on loans 346 298
from related companies
EXEREBERAF RN R ERZFER 346 298
(b) Key management personnel remuneration (b) TEEEBAEME
Remuneration for key management personnel, including TEEBABMESBRREINT
amounts paid to the directors and individuals with highest EEREEH AT ZHE (W0
emolument as disclosed in note 12 is amounted to MIEE12FTIRER) - BB
approximately HK$5,072,000 (2006: HK$3,806,000) as 5,072,0007C (ZZZ/RF : 8
short term benefits. #3,806,0007T) * AR HIfE
i o
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37. HOLDING AND ULTIMATE HOLDING COMPANY 37. ER K&K ZER A A

At 31 March 2007, the directors consider the holding and (\\ TELF=A=+—H &%
ultimate controlling party of the Group to be Strategic Media RRAEE 2 1R N AR A 7]
International Limited, which is incorporated in the British Virgin ARRRBEZHBEETEMKLZ
Islands. This entity does not produce financial statements Strategic Media International
available for public use. Limited ° s B B8 AR R TSk
HAREKE -

38. COMPARATIVE FIGURES 38. LkEXEF
Certain comparative figures have been reclassified to conform ETHBRETLECENHLE - UK
with the current year’s presentation. EARFEZ2HAFR -
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IFUBRE

RESULTS ¥E

For the year ended 31 March
BEZA=+—-HLFE
2003 2004 2005 2006 2007
ZET=F TN ZTTRF ZTTRF ZBTLE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BEFT  BEFTT  BEFT  BETFTT BT

Turnover EER 170,846 116,882 108,696 84,051 67,754
Cost of sales SHERAR (201,068)  (149,469)  (147,437)  (129,331)  (101,356)
Gross loss BIEEHE (30,222) (32,587) (38,741) (45,280) (33,602)
Other operating income Hgg A 4,431 3,782 2,484 3,685 3,067
Advertising and promotion EEREBRX

expenses (16,051) (10,357) (18,555) (2,691) (2,162)
Administrative expenses THRAX (81,229) (53,916) (39,371) (40,635) (37,062)
Impairment losses recognised, net & R EE1EFEE (207,194) (1,764) - (828) (1,788)
Unrealised (loss) gain BHEREZAER

on investments in securities (E18) Wz (4,167) 250 (16) - -
Loss on disposal of available HERHRHEREEE

for sale investments - - - - (232)
Loss from operations REEE (334,432) (94,592) (94,199) (85,749) (71,779)
(Loss) gain on disposal of HEKB QA

subsidiaries (E18) Wz (282) (4,913) - - 576
(Loss) gain on deconsolidation of ~ HIB A B ~EiRE AR

a subsidiary 2 (B1#8) W - - - ) 2,225
Loss on dilution of interest bl NET v T

in an associate 2R (309) - - - =
Finance costs BTG AR (8,480) (3,882) (4,746) (15,733) (24,213)
Share of results of associates DR N B EE (232) (496) (1,755) (866) (579)
Loss before taxation BriAIEE (343,735)  (103,883)  (100,700)  (102,357) (93,770)
Taxation I8 - - - 1,385 (11,075)
Loss before minority interests Rt DERERAER  (343,735)  (103,883)  (100,700)  (100,972)  (104,845)
Minority interests DR F R - 18 8 - =
Net loss for the year FEBERFHE (343,735)  (103,865)  (100,692)  (100,972)  (104,845)
ASSETS AND LIABILITIES EERERE

As at 31 March
R=A=+—H
2003 2004 2005 2006 2007

ZET-F —TTMF ZTTRF ZFTERF ZBBRLF
HK$'000 ~ HK$000 ~ HK$'000 ~ HK$'000  HK$'000
BETT  EBETrT  BETT  BETT BT

Total assets BEE 190,575 122,149 81,705 49,893 32,722
Total liabilities BaE (104,424)  (106,198)  (142,737)  (195,545)  (285,390)
Minority interests DERIR R - (8) - - -

86,151 15,943 (61,032)  (145,652)  (252,668)

112 SMI Publishing Group Limited ¢ Annual Report 2007





