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Corporate Information

LAFEH
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Ms. Ng Ka Sim

AUDIT COMMITTEE
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Notice of Annual General Meeting
BRBFXEES

NOTICE IS HEREBY GIVEN THAT an annual general meeting (the
“Meeting”) of China Outdoor Media Group Limited (formerly known

as eCyberChina Holdings Limited) (the “Company”) will be held

at Conference Room A, Room 3203, 32 Floor, Tower 1 Admiralty

Centre, 18 Harcourt Road, Hong Kong on Monday, 8 December 2008

at 10:

00 a.m. for the following purposes:-

To receive and consider the audited consolidated financial statements

of the Company and its subsidiaries and the reports of the directors

(the "Directors”) and independent auditors of the Company for the
year ended 30 June 2008.

By Order of the Board
Ng Ka Sim
Company Secretary

Hong

Kong, 24 October 2008

Registered office:
Unit 2508, 25th Floor, Harbour Centre
No. 25 Harbour Road, Wanchai, Hong Kong

Notes:

Q)

@)

3

)

5)

A member entitled to attend and vote at the Meeting is entitled to appoint
one or more proxies to attend and, on a poll, vote instead of him. A proxy
need not be a member of the Company.

In order to be valid, the proxy form completed in accordance with the
instructions set out therein, together with the power of attorney or other
authority, if any, under which it is signed (or a notarially certified copy of
that power or authority), must be deposited at the registered office of
the Company situated at Unit 2508, 25th Floor, Harbour Centre, No. 25
Harbour Road, Wanchai, Hong Kong not less than 48 hours before the time
appointed for the Meeting or any adjournment thereof.

This form of proxy must be signed by you or your attorney duly authorised in
writing or, in the case of a corporation, must be under its seal or under the
hand of an officer or attorney duly authorised.

In the case of joint holders, the vote of the sender who tenders a vote,
whether in person or by proxy, shall be accepted to the exclusion of the votes
of the other joint holders, and for this purpose, seniority will be determined
by the order in which the names stand in the register in respect of the joint
holding.

The proxy need not be a member of the Company but must attend the
Meeting and at any adjournment thereof in person to represent you.
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Directors and Seniors Management'’s Biographies

EFAEREERBERE

EXECUTIVE DIRECTORS

Mr. LAU Chi Yuen, Joseph, aged 37, has appointed an executive
director and chief executive officer of the Company in November
2007. Mr. Lau has about 10 years’ experience in corporate finance
transactions and investments, and managerial position involving
listed and non listed companies in Hong Kong. He has now
carrying out business in media industry. He obtained a Master’s Degree
in Business Administration (Finance) from the Chinese University
of Hong Kong in 1995 and Bachelor of Electronic Engineering in
Computer (Hons) from the City University of Hong Kong in 1993.
He is an executive director and chairman of Intcera High Tech Group
Limited, which is a company listed on the Growth Enterprise Market
of The Stock Exchange of Hong Kong Limited.

Mr. CHAN Sing Fai, aged 53, was appointed an executive director
of the Company in August 2007 and Chairman of Remuneration
Committee in December 2007. He has about 26 years experience in
property development, management and listed company in Hong
Kong. He obtained a Bachelor of Arts Degree (major in Economics)
in 1979 and a Master Degree in Business Administration in 1981
from the Chinese University of Hong Kong. He has worked in Jones
Lang Wooten as an International Partner for over 16 years. He is an
Independent non-executive Director of Sino Prosper Holdings Limited
since 2002 and China Metal Resources Holdings Limited (previously
known as Glory Future Group Limited) in 2 April 2007, the shares of
which are listed on the main board of The Stock Exchange of Hong
Kong Limited.

Mr. LU Liang, aged 46, was appointed an executive director of
the Company in June 2002. Mr. Lu attained a Bachelor of Science
in Computer Science from the Harbin University of Science and
Technology and a Master’s Degree in Management of Information
System from the Harbin Institute of Technology. He had worked
in China Great Wall Industry Corporation, an affiliate of China
National Space Administration in the People’s Republic of China
("PRC™). He has over 14 years of extensive experience in an
information technology field in the PRC, specialising in development
of information technology and telecommunication network. Mr. Lu
has participated in property development projects in PRC, including
planning and design, construction, sales and marketing, and property
management. He has accumulated over more than 10 years valuable
experience in property development and management business.

Mr. NG Yan, aged 66, was appointed an executive director of the
Company in May 2003. Mr. Ng had been a lecturer in Shanghai
Engineering College for 11 years. Since 1990, Mr. Ng has been
specialised in import and export business and investment including
property development business.
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Directors and Seniors Management'’s Biographies

EFREREERBERE

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. CHENG Kwong Choi, Alexander, aged 61, was appointed as
an independent non-executive director of the Company in December
2003. He was the Business Development Manager of New York Life
Insurance Worldwide Limited. He had been appointed the Managing
Director of Sky Fortune Travel and the Assistant Manager—Japan
Project of Hong Kong Tourist Association.

Mr. CHENG Sheung Hing, aged 60, was appointed an independent
non-executive director of the Company in December 2003. Mr. Cheng
was awarded a Bachelor Degree in Economic by the Beijing Economic
College. He specialised in the field of foreign exchange in the PRC for
over 11 years and his authorities on economic and foreign exchange
was fully recognised when he had been appointed the Deputy
director of the office of the PRC Foreign Exchange Management
Bureau, the Director of non-trade Bureau GEZ 5 &z =), the Director
of Inspection Bureau (#225 & & &) and a senior economist, at around
1989.

Mr. LAW Tai Yan, aged 41, was appointed an independent non-
executive director and Chairman of the Audit Committee of the
Company in April 2005. He has over 17 years relevant experience in
accounting and auditing field. He is a fellow member of the Association
of Chartered Certified Accountants and an associate member of the
Institute of Chartered Secretaries and Administrators, the Hong Kong
Institute of Chartered Secretaries and the Hong Kong Institute of
Certified Public Accountants.

SENIOR MANAGEMENT

Mr. TANG Lap Chin, Richard, is the Chief Operating Officer
of the Company. He joined the Group in November 2007 upon
his retirement from the Government of the Hong Kong Special
Administrative Region. Mr. Tang had completed 34 years of public
service, including 3 years in the Fire Services Department and 31 years
with the Police Force. He was holding the rank of Chief Inspector of
Police before his retirement. During his service in the Police Force, he
had held key positions in different departments acquiring extensive
experience in the fields of investigation, operation, training, staff
relation, public relation and human resource management. Apart from
being the Chief Operating Officer, Mr. Tang has also been appointed
as director of all the subsidiaries of the Company responsible of
operations, human resources and administration functions.

Ms. NG Ka Sim, is the Chief Financial Officer, qualified accountant
and company secretary of the Company. She joined the Group
in January 2008. Prior to joining the Group, Ms. Ng worked in a
multinational accounting firm and has over 10 years’ experience in
auditing. She is a member of CPA Australia and an associate member
of the Hong Kong Institute of Certified Public Accountants. Ms. Ng
obtained a Bachelor of Accountancy in Australia.
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Management Discussion and Analysis

THEFWAS

SIGNIFICANT ACQUISITIONS

On 5 March 2007, the Company’s wholly owned subsidiary, First
Union Limited (“FUL") entered into an agreement with the Vendor
for purchasing a shopping arcade in Huhehaote, Inner Mongolia, the
People’s Republic of China (the “PRC") at a consideration of RMB58.0
million. The Vendor has guaranteed FUL an annual rental income
and net profit of the property not to be less than RMB9.0 million and
RMB4.0 million respectively up to 27 February 2010. The transaction
was completed on 30 June 2007, the Group commenced to enjoy the
rental income generated from this shopping arcade from 1 July 2007.

On 12 December 2007, the Group entered into an agreement for the
acquisition of the entire equity interest in Fadara Limited (“Fadara”).
The principal activities of Fadara are engaged in provision of media
management and consultancy services to advertising agencies in
the PRC. This transaction has been approved by shareholders at
an Extraordinary General Meeting held on 21 January 2008 and
completed on 28 January 2008. Further details of the transaction
were set out in the Company’s Circular dated 4 January 2008.

On 3 April 2008 (as supplemented on 14 April 2008), the Group
entered into an agreement for the acquisition of the entire equity
interest in L&L Partners’ Limited (“L&L Partners’”) at a total
consideration of HK$240.0 million. The transaction has been approved
by shareholders at an Extraordinary General Meeting held on 18 June
2008 and completed on 25 September 2008. Further details of the
transaction were set out in the Company’s Circular dated 23 May
2008 and announcement dated 25 September 2008.

BUSINESS AND FINANCIAL REVIEW

For the year ended 30 June 2008, the Group’s total turnover
amounted to HK$15.8 million, representing an increase of 40.9%
compared with that of in 2007. The total revenue for the year
was contributed from property investment and provision of media
management and consultancy services. The increase in turnover
during the year was mainly attributable to the contributions from
Fadara acquired in January 2008.

For the year ended 30 June 2008, loss attributable to equity holders
of the Company was approximately HK$55.1 million (2007: HK$11.9
million). The increase in loss was attributable to the recognition of
share option expenses of approximately HK$21.4 million (2007:
Nil) in respect of 88,812,700 share options granted during the year
and extraordinary expenses incurred in the year for the successful
resumption of trading of the Company’s shares on the Stock
Exchange of Hong Kong of approximately HK$20.4 million. Loss per
share for the year was HK8 cents (2007 (as restated): HK40 cents).
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Management Discussion and Analysis

THEFWAS

BUSINESS AND FINANCIAL REVIEW (cont'd)
The board of directors does not recommend the payment of any
dividend for the year ended 30 June 2008 (2007: Nil).

The performance of the property investment segment and provision
of media management and consultancy services segment during the
year is set out below:—

During the year, property investment segment remained as the core
business of the Group. The total turnover of property investment
segment amounted to approximately HK$10.1 million, representing
a decrease of 9.9% compared with that of in 2007. It comprised
sales of properties amounted to approximately HK$5.6 million (2007:
HK$10.1 million) and rental income amounted to approximately
HK$4.5 million (2007: HK$1.1 million). The decrease in turnover in
sales of properties by approximately 44.7% as compared with last
year was mainly attributable to three properties were sold in last year
whereas one property was sold in the year. Gross profit of the sales
of properties for the year was approximately HK$1.0 million. The
substantial increase in turnover in rental income by approximately
303.1% as compared with last year was mainly attributable to the
acquisition of a shopping arcade in Inner Mongolia (the “shopping
arcade”). Gross profit from leasing of properties for the year was
approximately HK$2.2 million. The shopping arcade is now being
renovated and re-constructed the floor area (the “Construction”) to
satisfy the requirements of a new tenant, It REAZ RIEEIEREE
BBRAF]. At the date of approval of these financial statements, the
Construction is not yet completed.

The Group completed the acquisition of Fadara in January 2008.
The media management and consultancy services income received/
receivable for the year ended 30 June 2008 was approximately
HK$5.7 million. The directors believe that the growth in the PRC
economy, the demand of advertisement will continue to keep growth.
Taking into consideration the prospect of the PRC advertising and
marketing business in future, the directors believe that the acquisition
of Fadara will allow the Group to have steady additional income in
the coming years.

PROSPECTS

In order to broaden the earnings base, the management will actively
explore potential investment opportunities in the PRC and Hong Kong
that can benefit the Group in the long term. The Group will also
place emphasis on the improvement of operational efficiency and cost
control in order to improve its financial performance and position.

8 China Outdoor Media Group Limited Annual Report 2008
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Management Discussion and Analysis

THEFWAS

MAJOR EVENT SUBSEQUENT TO THE YEAR

On 25 September 2008, the Group completed the acquisition of the
entire issued share capital of L&L Partners’, a company incorporated in
the British Virgin Islands, who holds the entire issued share capital of
Shanghai Winmedia Advertising Media Company Limited (“Shanghai
Winmedia”), an enterprise established in the PRC. L&L Partners’ and
Shanghai Winmedia are engaged in the provision of outdoor media
advertising services.

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

On 18 May 2007, the Company announced, amongst other things,
that it proposed to (i) consolidate every 100 issued and unissued
shares of HK$0.2 each into one consolidated share of HK$20 each in
the capital of the Company; (ii) cancel capital paid up to the extent of
HK$19.99 per consolidated share in issue and to reduce the nominal
value of all consolidated shares to HK$0.01 per share; and (iii) increase
the authorized share capital, after reduction, from HK$0.4 million to
HK$200.0 million by the creation of 19,960,000,000 new shares of
HK$0.01 each. A special resolution was passed by shareholders of the
Company at an extraordinary general meeting held on 25 June 2007
to approve the capital reorganization which was then sanctioned by
the court on 31 July 2007.

On 5 October 2007 and 23 November 2007, 860,250,000 and
44,000,000 new shares of HK$0.01 each were issued at a price of
HK$0.12 per share under an open offer and an arranger agreement
respectively from which a total fund of approximately HK$100.0
million was raised to strengthen the Company’s financial position for
future potential investments.

On 28 January 2008, the Company issued 36,360,000 new shares
of HK$0.01 each were issued at a price of HK$0.63 per share as
settlement of the consideration for the acquisition of the entire issued
share capital of Fadara.

On 3 April 2008, the Company entered into a placing agreement
for the placing of 80,000,000 ordinary shares of the Company to
independent placees at an issue price of HK$0.2 per share. The net
proceeds of approximately HK$15.7 million are used as general
working capital of the Group.

As at 30 June 2008, the Group has net current liabilities of
approximately HK$4.5 million (2007: HK$4.8 million) and equity
attributable to equity holders of the Company of approximately
HK$104.2 million (2007: deficit attributable to equity holders of the
Company of approximately HK$4.6 million). The significant increase
in equity attributable to equity holders of the Company as compared
with last year was mainly attributable to funding of approximately
HK$139.7 million generated from the issue of new shares throughout
the year, partially applied to the net loss of HK$55.1 million incurred
during the year. Bank and cash balances amounted to approximately
HK$7.1 million as at 30 June 2008 (2007: HK$4.2 million).
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Management Discussion and Analysis

THEFWAS

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE (cont'd)

As at 30 June 2008, the Group had short-term borrowings of
approximately HK$1.5 million (2007: HK$17.1 million) and no long-
term borrowings (2007: HK$13.4 million). The loans were subject to
interests at prevailing commercial lending rate. The gearing ratio of
the Group as at 30 June 2008, which was computed on the basis of
the aggregate borrowings divided by the amount of total assets, was
1.0% (2007: 100.0%)).

As the Group’s business transactions, assets and liabilities are
principally denominated in Hong Kong dollars and Renminbi, the
Group’s exposure to exchange rate risk is limited. It is the Group's
treasury policy to manage its foreign currency exposure only when
its potential financial impact is material to the Group. The Group will
continue to monitor its foreign exchange position and, if necessary,
utilise hedging tools, if available, to manage its foreign currency
exposure.

CHARGE ON ASSETS

As at 30 June 2007, the Group had pledged the shares of one
subsidiary and the interest of an investment property to be acquired
for the purpose of obtaining an interest bearing loan. During the year,
the aforesaid loan had been fully settled and the security had been
released. As at 30 June 2008, there was no charge on the Group’s
assets.

CONTINGENT LIABILITIES
Details of contingent liabilities are set in note 31 of the notes to the
financial statements.

COMMITMENTS
Details of commitments are set out in note 32 of the notes to the
financial statements.

EMPLOYEE AND REMUNERATION POLICY

The Group has 18 employees (including directors) as at 30 June 2008
(2007: 13). The Group recruits and promotes individuals based on
their performance and development potential in the positions held.
Remuneration package is determined with reference to an employee’s
performance and the prevailing salary scale in the market. In addition,
the Group adopts a share option scheme for eligible employees
(including directors) to provide incentives to participants for their
contributions and continuing efforts to promote the interests of the
Group.
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Directors’ Report
EFERE

The Directors are pleased to present the annual report and the
audited financial statements of the Group for the year ended 30 June
2008.

PRINCIPAL ACTIVITIES OF THE GROUP’S SUBSIDIARIES

The Company is an investment holding company. The principal
activities of its principal subsidiaries are set out in note 38 to the
financial statements.

CHANGE OF NAME

At an extraordinary general meeting of shareholders of the Company
held on 18 June 2008, a special resolution was passed to change the
name of the Company from eCyberChina Holdings Limited to China
Outdoor Media Group Limited and adopt the new Chinese name “#
B IMEBEB AR AT to replace “HHIEIREBAEARAR". The
change of name of the Company took effect on 4 July 2008.

RESULTS AND DIVIDEND
The results of the Group for the year ended 30 June 2008 are set out
in the consolidated income statement on page 27.

The directors do not recommend the payment of any dividend in
respect of the year.

FINANCIAL SUMMARY
A summary of the results and of the assets and liabilities of the Group
for the past five financial years is set out on page 100.

PROPERTY, PLANT AND EQUIPMENT
Movements in the property, plant and equipment of the Group during
the year are set out in note 14 to the financial statements.

PRINCIPAL PROPERTIES
Details of the major properties of the Group are set out on page 99.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the Company’s share capital and share
options during the year are set out in notes 26 and 29 to the financial
statements.

PRE-EMPTIVE RIGHTS
There is no provision for pre-emptive rights under the Company’s
Articles of Association (“Articles”) or the laws of Hong Kong.
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Directors’ Report
EFERE

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'’S
LISTED SECURITIES

There was no purchase, sale or redemption by the Company or its
subsidiaries, of the Company’s listed securities during the year ended
30 June 2008.

RESERVES

Details of movements in the reserves of the Company and the Group
during the year are set out in note 27 to the financial statements and
in the consolidated statement of changes in equity respectively.

MAJOR CUSTOMERS AND SUPPLIERS
In the year under review, sales to the Group’s five largest customers
accounted for HK$12,142,000 of the total sales for the year and sales
to the largest customer included therein amounted to HK$5,694,000.
Purchases from the Group’s five largest suppliers amounted for less
than 30% of the total purchase for the year.

None of the directors of the Company or any of their associates or
any shareholders (which, to the best knowledge of the directors,
own more than 5% of the Company’s issued share capital) had any
beneficial interest in the Group's five largest customers.

DIRECTORS
The directors of the Company during the year and up to the date of
this report were:—

Executive Directors

Mr. Lau Chi Yuen, Joseph (appointed on 27 November 2007)
Mr. Chan Sing Fai  (appointed on 21 August 2007)

Mr. Lu Liang

Mr. Ng Yan

Mr. Ho Chi Wing (resigned on 15 December 2007)

Mr. Lee Tsung Hei, David Chris (resigned on 14 August 2007)
Mr. Tao Wei Ming  (resigned on 23 November 2007)

Independent Non-Executive Directors
Mr. Cheng Kwong Choi, Alexander

Mr. Cheng Sheung Hing

Mr. Law Tai Yan
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Directors’ Report
EFERE

DIRECTORS (cont'd)

In accordance with Articles 94 and 102 (A) of the Company’s Articles
of Association, Messrs. Lau Chi Yuen, Joseph, Chan Sing Fai, Cheng
Kwong Choi, Alexander, Cheng Sheung Hing, Law Tai Yan, Lu Liang
and Ng Yan shall retire at the 2008 annual general meeting to be held
on Monday, 8 December 2008 (“AGM") and shall offer themselves
for re-election as directors of the Company at the AGM.

The terms of office of the independent non-executive directors are
subject to retirement by rotation in accordance with the Company’s
Articles of Association.

The Company has received annual confirmations of independence
from Messrs. Cheng Kwong Choi, Alexander, Cheng Sheung Hing
and Law Tai Yan, and as at the date of this report still considers them
to be independent.

Except Messrs. Lau Chi Yuen, Joseph and Chan Sing Fai, other
directors had no service contract with the Company or any of
its subsidiaries which is not terminable by the Group within one
year without payment of compensation, other than statutory
compensation.

DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES
Biographical details of the directors of the Company and the senior
management of the Group are set out on pages 5 to 6 to the annual
report.

DIRECTORS’ INTERESTS IN CONTRACTS

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, whether directly or indirectly, subsisted at the end
of the year or at any time during the year.
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Directors’ Report
EFERE

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING SHARES
At 30 June 2008, the interests and short positions of the directors
and chief executive in the share capital and underlying shares of the
Company or its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (the “SFO")) as recorded
in the register required to be kept by the Company pursuant to
Section 352 of the SFO, or as otherwise notified to the Company and
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to the Model Code for Securities Transactions by Directors
of Listed Issuers, were as follows:—

Long positions in ordinary shares of the Company:-

EERTRAZRRORAERD 2EER
xR

REZTN\EXAZTE  BEERTREHRRARA
AEBERA (ERLEFLAEGOI([BHRHE
11 1) EXVER) A R ABRIRR A th 15 A ZRRCER N A 2
R RS I 3521617 B 2 B fh 2 1
WAR - RERBELTETABERTESLRZHZE
EFUHNGADRAREEHAZIMERARA (B
AT ) 2 S RA AT

RAREBR 2GR :

Percentage of the
Number of shares held Company’s issued

personal interests share capital

BEZROEE EE NN
Name of director BEEER BARER ERITRATDL
Mr. Lau Chi Yuen, Joseph R R LA 271,171,900 25.84
Long positions in share options of the Company:- AATBREZITFR

Number of options
directly beneficially owned

Name of director EEEE BEEERSANEBRERE
Mr. Chan Sing Fai BRAIBA A 2,200,000
Mr. Lu Liang S e 3,200,000

5,400,000

Save as disclosed above, as at 30 June 2008, none of the directors
or chief executive had registered an interest or short position in the
shares, underlying shares of the Company or any of its associated
corporations that was required to be recorded pursuant to Section
352 of the SFO, or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers.
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Directors’ Report
EFERE

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in the section “Share option scheme” below, at
no time during the year were rights to acquire benefits by means of
the acquisition of shares in or debenture of the Company granted
to any director or their respective spouse or children under 18
years of age, or were any such rights exercised by them; or was the
Company, or any of its subsidiaries or fellow subsidiaries a party to
any arrangement to enable the directors to acquire such rights in any
other body corporate.

SHARE OPTION SCHEME

The Company operates a share option scheme (the “Scheme") for the
purpose of providing incentives and rewards to eligible participants for
their contribution to, and continuing efforts to promote the interest
of, the Group. Further details of the Scheme are disclosed in note 29
to the financial statements.

The directors have estimated the values of the share options granted
during the year, calculated using the Binomial option pricing model as
at the date of grant of the options:—

granted during the year

ESREROIESFHNER

BRI XAt 8) | — B EE  FAMEES
WK EE B REBS AW 185 T L EREEREAA
AR RES ML - HEEHETREMNZSE
M+ BN R SRR (AT B 8 B Sk R S B 8 8 A 3
2EEALHFHEETRERNTAEMEENZSE

o

o

Bk

fERR T &

ARAREBITRBEEE ([F3])  5EARE
BR2EFRTHEIRER  ARGRESAEEEL
M BEBE TS DA RA AR EBOME - SHEIFFER
B RS IR 291E R EE -

EREATEAER BEARBOBRERERH
B EEFL G

Number of options Theoretical value

of share options

Grantee ERA FRARHVBRERE BRENERER
HK$

BT

Mr. Chan Sing Fai PR R o A 2,200,000 720,940
Mr. Lu Liang SV Eea 3,200,000 1,048,640
Consultants B 70,032,700 16,318,399
Other employees Hibfgg 13,380,000 3,297,990
88,812,700 21,385,969

The binomial model is a generally accepted method of valuing
options. The significant assumptions used in the calculation of the
values of the share options are set out in note 29 to the financial
statements. The measurement dates used in the valuation calculations
were the dates on which the options were granted.
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Directors’ Report
EFERE

SHARE OPTION SCHEME (cont'd)

The values of share options calculated using the binomial model
are subject to certain fundamental limitations, due to the subjective
nature of and uncertainty relating to a number of assumptions of the
expected future performance input to the model, and certain inherent
limitations of the model itself.

The value of an option varies with different variables of certain
subjective assumptions. Any changes to the variables used may
materially affect the estimation of the fair value of an option.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’
INTERESTS IN SHARES AND UNDERLYING SHARES

At 30 June 2008, the following interests of 5% or more of the
issued share capital of the Company were recorded in the register of
interests required to be kept by the Company pursuant to Section 336
of the SFO:-

BT E (@)
BERBFRAERNES B RBEE S ARR 2
BERTHREE - A -ERERTENBREEE
ERETEARSMBRER  MERLFTAETRE
BRI o

BREBERE TIBRRNEHMED - IRAE
BEMNEHRSEBRBRIFENGHERERY
@,

FTERRRAEMATRRDREBRD 2
=
RZZZN\EXAZTAE  TINEARRDEITEA

HB3B5% < #e O RU SN A R BIRIBE 75 R B 156
SE336IRAFEZERECMA -

Number of Percentage of

ordinary the Company's

Capacity and shares held issued share capital

nature of interest fiEz ERDATBRIT

Name ®E/ B8 BoRERNE BEBEREA BREBEDL

Mr. Lau Chi Yuen, Joseph 28REAE Beneficial 271,171,900 25.84

B

Big Good Management Limited Beneficial owner 88,800,000 8.46
E=mEB A

Win Today Limited Beneficial owner 100,000,000 9.53
E=BEAA

Save as disclosed above, as at 30 June 2008, no person, other than & FXIRTEESN  RZFBEENEXA=1TH  BEARQ

the directors and chief executive of the Company, whose interests
are set out in the section “Directors’ and Chief Executive’s Interests
and Short Positions in Shares and Underlying Shares” above, had
registered an interest or short position in the shares or underlying
shares of the Company that was required to be recorded pursuant to
Section 336 of the SFO.
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Directors’ Report
EFERE

CONNECTED TRANSACTIONS

During the year and up to the date of this report, no connected
transactions were entered into between the Company or any of its
subsidiaries and a connected person as defined under the Listing
Rules.

SUFFICIENCY OF PUBLIC FLOAT

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

EVENTS AFTER THE BALANCE SHEET DATE
Details of the events after the balance sheet date are set out in note
33 to the financial statements.

AUDITORS

NCN CPA Limited, being appointed as auditors of the Company in
2007 upon the retirement of Patrick Ng & Company, retire and offer
themselves for re-appointment. A resolution for the re-appointment
of NCN CPA Limited as auditors of the Company will be proposed at
the forthcoming annual general meeting.

On behalf of the Board

Lau Chi Yuen, Joseph
Director

Hong Kong, 24 October 2008
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Corporate Governance Report

ERELIRS

CORPORATE GOVERNANCE REPORT

The Company has always recognised the importance of the
shareholders’ transparency and accountability. It is the belief of the
board that shareholders can maximize their benefits from good
corporate governance.

The Company has complied with the Code on Corporate Governance
Practices (the “Code") as set out in Appendix 14 of The Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) throughout the year ended 30 June
2008, except for the deviation from provisions A.4.1 of the Code.

Pursuant to A.4.1 of the Code, independent non-executive directors
should be appointed for a specific term, subject to re-election while
all directors should be subject to retirement by rotation at least once
every three years. Under the period of review, all independent non-
executive directors of the Company were not appointed for a specific
term but they are subject to retirement by rotation and re-election at
annual general meetings of the Company in line with the Company’s
Articles of Association. As such, the Company considers that sufficient
measures have been taken to ensure the Company’s corporate
governance practices are no less exacting than those in the Code.

BOARD OF DIRECTORS

The board is responsible for overseeing the Group's strategic planning
and development, and for determining the objectives, strategic and
policies of the Group while delegating day-to-day operations of
the Group to management. Besides, each member of the board is
expected to make a full and active contribution to the board's affairs
and ensure that the board acts in the best interests of the Company
and its shareholders as a whole.

As at 30 June 2008, the board comprises seven members including,
Mr. Lau Chi Yuen, Joseph as Chief Executive Officer, Mr. Chan Sing
Fai, Mr. Lu Liang and Mr. Ng Yan as executive directors and Mr.
Cheng Kwong Choi, Alexander, Mr. Cheng Sheung Hing and Mr.
Law Tai Yan as independent non-executive directors. Details of their
respective experiences and qualifications are included in the “Directors
and Senior Management's Biographies” section of this annual report.

18 China Outdoor Media Group Limited Annual Report 2008

EEERRE
AT —RARRREER S R E BT -
EERIE - RECREAEDRIEGRATE -

HE-ZZ/N\FAA=THIEE  ART-HET
EEMARZAERARER MR LR
B 1AFTE R ERE RS RI(T ST RI D B sF RIS
BR=FRMESCEA LV EBFTIREESD

RIEFANEEALNMG  BYFERTEFTNERERESR
EEEH  WATER RN EEFAELE=
FWESE—R - ROEFE - AARMAELIFN
TEENZTYEREEH  ERSARBERQRA
ARARRMBRFBAFAG LWESRAKLEE -
- ARAB B/ ERKMEAEEERARRNEEE
SAEREST AR R TR TR B

EXSRRREARENERRINER  IHEA
SEMER  KELTH  ARZREEEREARAS
EWHEBEE - Mo REFERBENERZARA
EFEEFF THREFETFNAAARLERR

R REN L

RZZBZNFRA=+TH EFShtEREEANX
BETBREREIDELSE  WTEERAELE - 3
BEERRMELE  URBIIFNTERLES K
£ BEBEEREWRELE - WEZEBNERKE
RENAFHEELSRERERE |



Corporate Governance Report

ERELSRE

BOARD OF DIRECTORS (cont'd)

The independent non-executive directors ensure the board accounts
for the interests of all shareholders and that all issues are considered
in an objective manner. The Company has received annual
confirmation of independence from the three independent non-
executive directors and as at the date of this report still considers
them to be independent.

To the best knowledge of the Company, there is no financial,
business, family relationship among the members of the board as
at 30 June 2008. All of them are free to exercise their individual
judgement.

BOARD MEETINGS

For the year ended 30 June 2008, there were 48 board meetings have
been held to discuss the Group’s development strategies, investment
projects and the operational and financial performance of the Group.
The attendance of the directors at the board meeting is as follows:—

EEgW
BUFHTEERRETSAMARENFIEAER
DRBEEEENESEE - AATBEE=RB Ik
HTERNFEEBINERE  YRARENARE
F5 B EIB B AL -

BARNBMFEN RZEZENFA=Z+H EF
KB BB EN S - EBERKRIKREE - RE2EHH
B 7T EE A HE -

EEggE
EETENFANAZTHIEFE  HBIT480FS
2% UiBRAEENEERR  REBEREE

Rk

KREITERE - ERHFEESSHHBERAT

Number of
attendance
HERE
Executive directors HITES
Mr. Lau Chi Yuen, Joseph (appointed on 27 November 2007) BB R&E (R = FEFLF—H =1+ HEZHF) 19/48
Mr. Chan Sing Fai (appointed on 21 August 2007) RAEBLRE (R -FFLFNA=—+—HEZT) 35/48
Mr. Lu Liang SY i 14/48
Mr. Ng Yan RRFEAE 11/48
Mr. Ho Chi Wing (resigned on 15 December 2007) MEREE(R=FELF+= A+ AAGE) 24/48
Mr. Lee Tsung Hei, David Chris (resigned on 14 August 2007) ZEMEELE (K= EE+F /1 H 1095 5HE) 0/48
Mr. Tao Wei Ming (resigned on 23 November 2007) PEBEER=_FELFF+— A=+ =HEHT) 5/48
Independent non-executive directors BYFEHITES
Mr. Cheng Kwong Choi, Alexander B S 7/48
Mr. Cheng Sheung Hing 8= 35 5/48
Mr. Law Tai Yan EWREE 9/48
The Company Secretary assists the Chairman and Chief Executive RARWERMEFERITRAEARBHESZZRE - UHER
Officer in preparing the agenda for meetings and ensures that all SFRRGRGIRRA - REMETBERETR

applicable rules and regulation are followed. The Company Secretary
also keeps detailed minutes of each meeting, which are available to
all directors for inspection. Draft and final versions of board minutes
have sent to all directors for their comment and records respectively
within a reasonable time after the board meeting.
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ERELIRS

BOARD MEETINGS (cont'd)

All directors have access to relevant and timely information, and they
can ask for further information or retain independent professional
advisors if necessary. They also have unrestricted access to the
advice and service of the Company Secretary, who is responsible for
providing directors with boards papers and related materials and
ensuring that board procedures are followed.

Should a potential conflict of interest involving a substantial
shareholder or director arise, the matter is discussed in an actual
meeting, as opposed to being dealt with by written resolution.
Independent non-executive directors with no conflict of interest are
present at meeting dealing with conflict issues. Board committees,
including the Audit, Remuneration and Nomination Committees, all
follow the applicable practices and procedures used in board meetings
for committee meetings.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Pursuant to Code A.2.1 of the Code, the roles of chairman and chief
executive officer should be separate and should not be performed
by the same individual. Prior to 15 December 2007, the chairman
of the board was Mr. Ho Chi Wing. After the resignation of Mr. Ho
Chi Wing on 15 December 2007, there is no specific designation of
chairman in the board. Following by the resignation of Mr. Lee Tsung
Hei, David Chris as chief executive officer on 14 August 2007, Mr. Lau
Chi Yuen, Joseph was appointed as the chief executive officer on 27
November 2007. In view of the simple structure of the Company, all
significant decision making is carried out by all executive directors of
the Company under the leadership of the chief executive officer. The
board believes that the present arrangement enables the Company
to make and implement decisions promptly, and thus achieve the
Company's objectives effectively and efficiently in response to the
changing environment. The board also believes that the Company
already has a strong corporate governance structure in place to ensure
effective oversight of management. The board will continually review
the effectiveness of the Group’s corporate governance structure to
assess whether any changes are necessary.
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ERELSRE

DIRECTORS’ TERMS OF APPOINTMENTS AND RE-ELECTION
In accordance with article 102(A) of the Company'’s articles of
association, one-third of the directors, shall retire from office by
rotation at each annual general meeting.

Articles 94 of the Company’s articles of association provides that
directors appointed either to fill a causal vacancy or as an addition
to the board shall hold office only until the next following general
meeting after their appointment, and shall be subject to re-election by
the shareholders.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 of the Listing Rules for securities transactions by directors
of the Company. All the directors of the board have confirmed,
following specific enquiries made by the Company, that they have
complied with the required standard as set out in the Model Code
throughout the year ended 30 June 2008.

DIRECTORS’ AND AUDITOR’S RESPONSIBILITIES FOR
FINANCIAL STATEMENTS

The board is responsible for presenting a clear, balanced assessment
of the Group’s performance and prospects. It is also responsible for
preparing financial statements that give a true and fair view of the
Group's financial position on a going-concern basis and other price-
sensitive announcements and financial disclosures. Management
provides the board with the relevant information it needs to discharge
these responsibilities.

The responsibilities of the auditor to the shareholders are set out in
the Independent Auditor’s Report on pages 25 and 26.
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ERELIRS

REMUNERATION COMMITTEE

The Remuneration Committee was established on 20 December
2005 with written terms of reference in compliance with the Code.
The principal responsibilities of the Remuneration Committee include
formulation of the remuneration policy, review and recommending
to the board the annual remuneration policy, and determination of
the remuneration of the executive directors and members of senior
management. Meetings of the Remuneration Committee shall be held
at least once a year. At 30 June 2008, the Remuneration Committee
comprised two independent non-executive directors, Mr. Cheng
Kwong Choi, Alexander and Mr. Law Tai Yan and one executive
director, Mr. Chan Sing Fai is the chairman of the committee. For
the year ended 30 June 2008, three meetings were held by the
Remuneration Committee. The attendance is as follows:—

FMEES

HMEZEGCR —EEAF T A +HKI > 1E
RTRIAEEATEBERE - FHEZESNTIERE
BEBFTHMEE R RAEESHBEFEHMEK
B UREERTEERESRERERENFHH -
WEEeREFEVBIT-REH - R-TENERX
A=1H ¥MEEShMEBLIFNTESEES
RERBGTBAER - BRTEFRAERE(ZE
BXF)EX -BE_ZENFAA=THILFE
FMZEgHBIT=REgH - HEBROT

Number of

attendance

HERE

Mr. Ho Chi Wing (resigned on 15 December 2007) MEREE(R-FELF+= A+ AAFE) 2/3

Mr. Chan Sing Fai (appointed on 15 December 2007) RAEBRE(R=FT+F+ A+ A HEST) 173

Mr. Cheng Kwong Choi, Alexander EEA 2/3

Mr. Law Tai Yan EWREE 3/3
NOMINATION COMMITTEE BEZEEE

The Nomination Committee was established on 7 July 2008 E£Zg8eR T /\E+A+HT @ WERFE]

with written terms of reference in compliance with the Code. M FrBESE HaspgiEgd ZIESERE

It is responsible for making recommendations to the board on
nominations, appointment of directors and board succession. Prior
7 July 2008, the power to nominate or appoint additional directors
is vested in the board according to the articles of associate of the
Company, in addition to the power of the shareholders to nominate
any person to become a director of the Company in accordance
with the articles of association of the Company. The nomination
procedures, prior Nomination Committee was set up, for appointment
of new directors would normally take into consideration of the
candidates’ past experience, qualifications and any other factors, if
any, which are relevant to the Company’s business. Then, shortlisted
candidates with their profiles would be brought to the board before
meeting for consideration as soon as it is practicable.
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ERELSRE

AUDIT COMMITTEE

The Company has had an Audit Committee since 2004. It is
responsible for reviewing the Group’s financial reporting, internal
controls and making recommendations to the board. At 30 June
2008, the Audit Committee comprised three independent non-
executive directors, Mr. Law Tai Yan, Mr. Cheng Kwong Choi,
Alexander and Mr. Cheng Sheung Hing. Mr. Law Tai Yan is the
chairman of the committee.

During the year ended 30 June 2008, three meetings were held by
the Audit Committee to (a) review the Group's internal control system
and (b) discuss the audited financial statements for the year ended 30
June 2007 and the unaudited financial statements for the six months
ended 31 December 2007 before recommending them to the board
for approval. The attendance is as follows:—

BEREES
AARA—TENFREKRIEREZES  HAEE
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Number of
attendance
HERE
Mr. Law Tai Yan BERELE 3/3
Mr. Cheng Kwong Choi, Alexander B S 3/3
Mr. Cheng Sheung Hing BREERE ST A 3/3
AUDITOR’S REMUNERATION BB AT &
A summary of fees for audit and non-audit services is as follows:— B NIEEZREM BB mT
2008
—EBN\F
HK$
BIT
Audit services: BERRE
Audit of the annual financial statements ERFREUBE®REK 330,000
Non-audit services: BRI
Review of disclosure requirement of EBF A E MR AR TRARTE
interim financial statements 110,000
Review of preliminary announcement of annual results ~ EHFEEENVIE DM 20,000
Very substantial acquisition of L&L Partners’ Limited L&L Partners’ Limited 89 3£ % & R Uk 300,000
Total of non-audit services FEE IR BT 430,000
FEIFIIMNERBEBERAT —TTN\FFR 23
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ERELIRS

INTERNAL CONTROL AND RISK MANAGEMENT

The board has overall responsibilities for introducing and continuously
maintaining sound and effective internal control systems of the
Group and reviews its adequacy and effectiveness. It is committed to
review and implement effective and sound internal controls systems
to safeguard shareholders’ interests. The board has delegated to
the management with defined structure and limits of authority, to
conduct reviews on and maintenance of all material controls including
proper financial and accounting records, operational and compliance
and risk management functions as well as the implementation of the
internal control system to ensure compliance with relevant legislations
and regulations.

The internal control systems will be reviewed on an ongoing basis by
the board in order to make it practical and effective.

COMMUNICATION WITH SHAREHOLDERS

The Company follows a policy of disclosing relevant information to
shareholders in a timely manner. Annual and interim reports offers
comprehensive operational and financial performance information
to shareholders and the annual general meeting (“AGM") provides
a forum for shareholders to exchange views directly with the board.
The Company regards the AGM as an important event and all
directors, senior management and external auditor make an effort to
attend the AGM of the Company to address shareholders’ queries.
All the shareholders of the Company are given a minimum of 21
days’ notice of the date and venue of the AGM of the Company. The
Company supports the Code’s principle to encourage shareholders’
participation. The Company has also complied with the requirements
concerning voting by poll under the Listing Rules. Details of the poll
voting procedures and the rights of shareholders to demand a poll
included in circulars to shareholders dispatched by the Company
where applicable.
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Independent Auditors’ Report

B XBENR S

TO THE SHAREHOLDERS OF
China Outdoor Media Group Limited
(incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of China
Outdoor Media Group Limited set out on pages 27 to 98, which
comprise the consolidated and company balance sheets as at 30
June 2008, 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 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.

AUDITORS’ 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, in accordance with section 141 of the Hong Kong Companies
Ordinance, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report.

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.
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BB S

AUDITORS’ RESPONSIBILITY (cont'd)

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

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Group and of the Company
as at 30 June 2008 and of the Group’s loss and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
Hong Kong Companies Ordinance.

NCN CPA LIMITED

Certified Public Accountants
20/F., Hong Kong Trade Centre,
161-167 Des Voeux Road,
Central, Hong Kong,

Hong Kong S.A.R., China

Hong Kong, 24 October 2008

NG Hoi Yue Herman
Practising Certificate Number: P0O1554
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Consolidated Income Statement

HaElaRR

For the year ended 30 June 2008 EHZEZ—ZT/\FA=1HILFE

2008 2007
—EENF —ETF
Notes HK$'000 HK$'000
KiaE FET FHET
Turnover L 5 15,811 11,224
Direct costs BB (7,480) (9,549)
Gross profit EF 8,331 1,675
Other revenue and net income E b as RFUA 5 6,216 4,143
Fair value gain on investment property HEMENTERE 7,289 -
Reversal of write-down of properties BoARBEELEYE
held for sale 7 OB = 414
Administrative and other operating TR M EMEER Y
expenses (69,796) (11,947)
Loss from operations LB ER (47,960) (5,715)
Finance costs BhE& Rk AN 6 (1,691) (5,057)
Loss before tax B R EE 7 (49,651) (10,772)
Income tax FTiS# 8 (5,445) (1,097)
LOSS FOR THE YEAR KEEEFA (55,096) (11,869)
Loss attributable to equity holders RAGIEREE AELER
of the Company (55,096) (11,869)
HK cents HK cents
AL B
(as restated)
(&&E7)
Loss per share: EikEE
Basic R 11 (8) (40)
Diluted e 11 N/ATEA N/ATiE B
FREFPINEEBEEARAR T N\FER 27



Consolidated Balance Sheet

FERERRR

As at 30 June 2008 HZ=ZTZENFA=1+H

2008 2007
—EENF —ETLF
Notes HK$'000 HK$’'000
st FHET FAT
NON-CURRENT ASSETS kRBEE
Property, plant and equipment ME - BENEE 14 14,190 222
Investment property BEME 15 73,345 -
Goodwill e 16 22,923 -
Deposit paid for purchase of BEREMEZENTS
investment property 17 - 13,371

110,458 13,593
CURRENT ASSETS REEE
Properties held for sale HIEHEME 20 5,278 9,586
Trade and other receivables FEU S TR % H b e Wk IE 21 27,914 3,032
Cash and bank deposits e NIRTTAETF 22 7,087 4,195

40,279 16,813
CURRENT LIABILITIES REEE
Trade and other payables FE TR E A e~ 5018 23 41,926 4,563
Borrowings == 24 1,523 17,057
Tax payable FER B 1,314 -

(44,763) (21,620)
NET CURRENT LIABILITIES nEBEEREE (4,484) (4,807)
TOTAL ASSETS LESS CURRENT LIABILITIES #EERABERSE 105,974 8,786
NON-CURRENT LIABILITIES FEREBEE
Borrowings == 24 - 13,371
Deferred tax IEIERLTA 25 1,822 -

(1,822) (13,371)

NET ASSETS/(LIABILITIES) BE/(AB)SE 104,152 (4,585)
CAPITAL AND RESERVES BAR#HE
Share capital &N 26 10,493 573,500
Reserves s 27 93,659 (578,085)
EQUITY/(DEFICIT) (B 104,152 (4,585)

Approved and authorised for issue by the board of directors on 24

October 2008.

Lau Chi Yuen, Joseph
2EE
Director

EF
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Balance Sheet
BEERARE

As at 30 June 2008 M=TZEN\F X A=1H

2008 2007
—EENF —TTLF
Notes HK$'000 HK$'000
k3 F#BxT FHET
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - R KR 14 16 21
Investments in subsidiaries R B AR ZIE 18 = -
Amounts due from subsidiaries A NG E e 19 92,688 52,707
92,704 52,728
CURRENT ASSETS RBEE
Trade and other receivables FEU S TR % H b pE W sk IE 21 415 304
Cash and bank deposits He RIRITER 22 3,051 121
3,466 425
CURRENT LIABILITIES RBAE
Trade and other payables PN E R R E A E Il 23 3,076 2,978
Borrowings == 24 1,523 1,523
(4,599) (4,501)
NET CURRENT LIABILITIES REaESE (1,133) (4,076)
NET ASSETS EEFE 91,571 48,652
CAPITAL AND RESERVES BRAER GHE
Share capital A& % 26 10,493 573,500
Reserves i 27 81,078 (524,848)
EQUITY R 91,571 48,652

Approved and authorised for issue by the board of directors on 24 EHREFER_ZTTNF+H - +MOAIEREET

October 2008. #*o
Lau Chi Yuen, Joseph Chan Sing Fai
28R BRAE
Director Director
EE EE

TREFIEREEAR AT —TTN\FFR 29



Consolidated Statement of Changes in Equity
FeERBER

For the year ended 30 June 2008 #HZEZ—ZZT/\FAA=1HILFE

Reserves
1]
Share-based
payment
reserve
Share Share  L\R#%H  Exchange Accumulated Total Total
capital  premium  EBE{H reserve losses  reserves equity
Bx  ROEE 2ffE ERRE  RHER ARE agR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FET FET FEL FEL FAL THET
At 1 July 2006 RZEERFtA-AH 573,500 103,257 - - (669,473)  (566,216) 7,284
Loss for the year REEER - - - - (11,869) (11,869) (11,869)
Total recognised income FERERRRAR
and expense for the year g - - - - (11,869) (11,869) (11,869)
At 30 June 2007 RIZZLFRA=TER
and 1 July 2007 S ) = 573,500 103,257 - - (681,342)  (578,085) (4,585)
Loss for the year REEER - - - - - (55,096) (55,096)
Total recognised income FERERRRAR
and expense for the year g - - - - (55,096) (55,096) (55,096)
Recognition of equity-settled AAREEE R A
share-based payments B2 508 - - 21,386 - - 21,386 21,386
Reduction of capital pursuant 1B AREH 7 RAHIH
to a capital reorganisation (573,213) 573,213 - - - 573,213 -
Shares issued pursuant to BEARZERTZRG
an open offer 8,602 87,574 - - - 87,574 96,176
Shares issued pursuant to BEZHEABZET2RG
an arranger agreement 440 4,479 - - - 4479 4919
Shares issued pursuant to BREEERZEET RN
a placing agreement 800 15,200 - - - 15,200 16,000
Shares issued for acquisition BAMNE—EHE AR
of a subsidiary 25 364 22,543 - - - 22,543 22,907
Cost attributable to issue of BRI 2R A
new shares - (320) - - - (320) (320)
Exchange differences arising ~ EX B EBELZEREE
on translation of foreign
operations - - - 2,765 - 2,765 2,765
At 30 June 2008 R-BENERA=TH 10,493 805,946 21,386 2,765 (736,438) 93,659 104,152
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Consolidated Cash
FeHanER

Flow Statement

For the year ended 30 June 2008 EHZEZ—ZT/\FA=1HILFE

2008 2007
—EENEF —ERRAF
Notes HK$°000 HK$'000
Mz FTE&x FHET
CASH FLOWS FROM OPERATING ACTIVITIES REEBCRERE
Loss before tax MRS RTE B (49,651) (10,772)
Adjustments for:— S THIIEB FERAE
Accruals written back B ol EstE A (63) (1,558)
Dividend income R EWA = (M
Gain on disposal of property, plant HEME - KE
and equipment PET -l (54) (90)
Fair value gain on investment property REYMEANFERE (7.289) -
Write-down of properties held for sale reversed — B$EIF{EH &SRR - (414)
Depreciation e 181 97
Equity settled share-based payments LA s 45 B0 DARR 9
RBERR 21,386 -
Finance costs & AR 6 1,691 5,057
Operating cash flows before changes HEESEHA
in working capital KERERE (33,799) (7,681)
Decrease in properties held for sale FEL MR 4,308 9,278
Increase in trade and other receivables JFEUR & 51 R H b FE USRI AE N (24,882) (2,550)
Increase in trade and other payables JEASH & T e B At JE A R IR N 15,098 1,516
Cash generated from/(used in) operations wEELE/(FBR)R: (39,275) 563
Interests and charges paid on bank and RITREMBERZ
other loans BENFERER (1,691) (5,056)
Taxes paid BAHE (2,309) (1,097)
Net cash used in operating activities BRI 2 ISR (43,275) (5,590)
FEIFIIMNERBEBERAT —TTN\FFR 31



Consolidated Cash Flow Statement
FeHanER

For the year ended 30 June 2008 BHZE—ZT/\FA=1HIFE

2008 2007
—EENF —ETLHF
Notes HK$'000 HK$'000
Mzt FET FAT
CASH FLOWS FROM INVESTING ACTIVITIES ®REZBHZ2HRELRE
Proceeds from disposal of property, plant HEWE - BEREE

and equipment S 5IE 175 90
Payment of deposit for purchase SRNBEEREME RS

of investment property - (13,371)
Payment for purchase of NHREEWME - BERRE

property, plant and equipment (14,270) (M
Payment of consideration for purchase of XNEEREMEZRE

investment property (28,939) -
Acquisition of a subsidiary WiE— R E AR 30 1 -
Dividend received IR S - 1
Net cash used in investing activities REZHFEA 2R FH (43,033) (13,281)
CASH FLOWS FROM FINANCING ACTIVITIES mEZB2RERE
Proceeds from borrowings BEMERE 20,842 13,371
Repayment of borrowings BREE (51,182) (17,667)
Payment of finance lease liabilities ERMEHE BB - )
Proceeds from issue of shares BITIRI PIIS TR 117,095 -
Payment of share issue expenses TR EITR (320) -
Net cash generated from/(used in) MEEDESL (FER) 2R FHE

financing activities 86,435 (4,304)
NET INCREASE/(DECREASE) IN CASH AND RERZERRLER 28,

CASH EQUIVALENTS (RD) =8 127 (23,175)
Effect of foreign exchange rate changes fEx@ ey & 2,765 -
CASH AND CASH EQUIVALENTS FHzBHeREFBRLER

AT BEGINNING OF THE YEAR 4,195 27,370
CASH AND CASH EQUIVALENTS FRZESREFBELER

AT END OF THE YEAR 7,087 4,195
ANALYSIS OF CASH AND ReRERRESER 22

CASH EQUIVALENTS
Cash and bank deposits Re RIBITER 7,087 4,195
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Notes to the Financial Statements
R SR R GE

For the year ended 30 June 2008 EHZEZ—ZT/\FA=1HILFE

GENERAL INFORMATION

China Outdoor Media Group Limited (the “Company”), formerly
known as eCyberChina Holdings Limited, was incorporated in
Hong Kong with limited liability and its shares are listed on the
Main Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). The trading of the Company’s shares on the
Stock Exchange has been suspended since 30 June 2003 and
resumed on 5 October 2007. During the period of suspension
of trading of the Company’s shares on the Stock Exchange, the
Company was subjected to delisting procedures which were
eventually released by the Stock Exchange.

The addresses of the registered office and principal place of
business of the Company are located at Room 2508, 25th Floor,
Harbour Centre, 25 Harbour Road, Wanchai, Hong Kong.

The principal activities of the Company and its subsidiaries (the
“Group”) during the year were investments in properties for
leasing and trading and the provision of media management
and consultancy services.

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

APPLICATION OF NEW AND/OR REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

In the current year, the Group has adopted the following
new and/or revised standard, amendment and interpretations
(the “new HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (""HKICPA'") which are effective
for annual reporting periods beginning on 1 July 2007. The
initial application of the new HKFRSs, which are relevant to the
Group's operations, has no significant effect on the Group'’s
accounting policies and the amounts reported for the current
and prior years in these financial statements.

HKAS 1 (Amendment)
HKFRS 7 Financial Instruments: Disclosures
HK(IFRIC)-Int 10
HK(FRIC)-Int 11

Capital Disclosures

Interim Financial Reporting and Impairment
HKFRS 2 - Group and Treasury Share Transactions
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34

APPLICATION OF NEW AND/OR REVISED HONG
KONG FINANCIAL REPORTING STANDARDS (cont'd)
The Group has not early applied the following new and/or
revised standards, amendments or interpretations that have
been issued but are not yet effective. The directors are in the
process of making an assessment of the expected impact
of these new and/or revised standards, amendments and
interpretations upon initial application but is not yet in a
position to state whether the application of these new and/or
revised standards, amendments or interpretations would have a
material impact on the results and the financial position of the
Group.

Presentation of Financial Statements®
Borrowing Costs®
Consolidated and Separate Financial Statements®
Puttable Financial Instruments and
Obligations arising on Liquidation

HKAS 1 (Revised)

HKAS 23 (Revised)

HKAS 27 (Revised)

HKAS 32 & 1 (Amendments)

HKFRS 2 (Amendment) Share-based Payment - Vesting Conditions and
Cancellations®

HKFRS 3 (Revised) Business Combinations®

HKFRS 8 Operating Segments®¥

HK(IFRIC)-Int 12 Service Concession Arrangements'”

HK(IFRIC)-Int 13 Customer Loyalty Programmes®

HK(IFRIC)-Int 14 HKAS 19 - The Limit on a Defined Benefit Asset,
Minimum Funding Requirements and
their Interaction

HK(FRIC)-Int 15 Agreements for the Construction of Real Estate®

HK(IFRIC)-Int 16 Hedges of a Net Investment in a Foreign Operation®

M Effective for annual periods beginning on or after 1
January 2008

@ Effective for annual periods beginning on or after 1 July
2008

@ Effective for annual periods beginning on or after 1
October 2008

@ Effective for annual periods beginning on or after 1
January 2009

®) Effective for annual periods beginning on or after 1 July
2009
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“EENFAA=THLFE

SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

(0

Statement of compliance

The financial statements have been prepared in
accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs"),
collectively all applicable individual Hong Kong Financial

which include

Reporting Standards, Hong Kong Accounting Standards
and Interpretations issued by the HKICPA, accounting
principles generally accepted in Hong Kong and the
requirements of the Hong Kong Companies Ordinance.
The financial statements also comply with the applicable
disclosure provisions of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited.

Basis of preparation of the financial statements

The financial statements have been prepared using the
historical cost convention, except for investment property
and certain financial instruments which are measured at
fair value, on a going concern basis.

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries
for the year made up to 30 June 2008.

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.

All intra-group transactions, balances, income and
expenses are eliminated on consolidation.
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36

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

()

(d)

Basis of consolidation (cont'd)

Minority interests in the net assets of consolidated
subsidiaries are identified separately from the Group's
equity therein. Minority interests 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.

Business combinations

The acquisition of subsidiaries is accounted for using the
purchase method. The cost of the acquisition is measured
at the aggregate of the fair values, at the date of
exchange, of assets given, liabilities incurred or assumed,
and equity instruments issued by the Group in exchange
for control of the acquiree, plus any costs directly
attributable to the business combination. The acquiree’s
identifiable assets, liabilities and contingent liabilities are
recognised at their fair values at the acquisition date,
except for non-current assets (or disposal groups) that
are classified as held for sale, which are recognised and
measured at fair value less costs to sell.

Goodwill arising on acquisition is recognised as an asset
and initially measured at cost, being the excess of the cost
of the business combination over the Group's interest in
the net fair value of the identifiable assets, liabilities and
contingent liabilities recognised. If, after reassessment,
the Group’s interest in the net fair value of the acquiree’s
identifiable assets, liabilities and contingent liabilities
exceeds the cost of the business combination, the excess is
recognised immediately in profit or loss.

The interest of minority shareholders in the acquiree is
initially measured at the minority’s proportion of the net
fair value of the assets, liabilities and contingent liabilities
recognised.
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3.

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

(e)

(f)

Goodwill

Goodwill represents the excess of the cost of acquisition
over the Group's interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities
of the subsidiary, associate or jointly controlled entity
recognised at the date of acquisition. Goodwill is initially
recognised as an asset at cost and is subsequently
measured at cost less any accumulated impairment losses.
Goodwill on acquisition of subsidiary or jointly controlled
entity is presented separately.

For the purpose of impairment testing, goodwill is
allocated to each of the Group’s cash-generating units
expected to benefit from the synergies of the acquisition.
Cash-generating unit to which goodwill has been
allocated is tested for impairment annually, or more
frequently when there is an indication that the unit may
be impaired. If the recoverable amount of the cash-
generating unit is less than the carrying amount of the
unit, the impairment loss is allocated first to reduce the
carrying amount of any goodwill allocated to the unit,
and then to the other assets of the unit pro-rata on the
basis of the carrying amount of each asset in the unit.
Impairment loss for goodwill is recognised immediately in
profit or loss and is not reversed in subsequent periods.

On subsequent disposal of subsidiary, associate or jointly
controlled entity, the carrying amount of attributable
goodwill is included in the determination of the gain or
loss on disposal.

Investments in subsidiaries

A subsidiary, in accordance with the Hong Kong
Companies Ordinance, is a company in which the
Company, directly or indirectly, holds more than half of
the issued share capital or controls more than half the
voting power or controls the composition of the board
of directors. Subsidiaries are considered to be controlled
if the Company has the power, directly or indirectly, to
govern the financial and operating policies, so as to obtain
benefits from their activities.
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38

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

(f)

(9)

(h)

Investments in subsidiaries (cont'd)

In the Company’s balance sheet, investments in
subsidiaries are stated at cost less any impairment losses,
unless the investment is classified as held for sale, in which
case it is accounted for under “HKFRS 5 Non-current Assets
Held for Sale and Discontinued Operations”.

Non-current assets held for sale

Non-current assets and disposal groups are classified as
held for sale if their carrying amount will be recovered
principally through a sale transaction rather than through
continuing use. This condition is regarded as met only
when the sale is highly probable and the asset (or disposal
group) is available for immediate sale in its present
condition.

Non-current assets (or disposal groups) classified as held
for sale are measured at the lower of the assets’ (disposal
groups’) previous carrying amount and fair value less costs
to sell.

Revenue recognition

Revenue is recognised when it is probable that the
economic benefits will flow to the Group and is measured
at the fair value of the consideration received or receivable
for goods sold and services provided in the ordinary
course of business, net of discounts and sales related
taxes, on the following bases:—

(i)  Rental income from operating leases is recognised
on a straight-line basis over the term of the relevant
lease.

(i) Income from sales of properties is recognised when
title has passed.

(i)  Income from sales of financial instruments is
recognised when title has passed on completion of
transfer of risks and rewards of ownership to the
transferee.

(iv) Income from provision of services is recognised
when the service is rendered.
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“EENFAA=THLFE

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

(h)

0}

@

Revenue recognition (cont’d)

(v)  Interest income is accrued on a time proportion
basis, by reference to the principal outstanding using
the effective interest method.

(vij Dividend income is recognised when the
shareholder’s right to receive payment is established.

Leases

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.

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 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.

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 also spread
on a straight-line basis over the lease term.

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

Foreign currencies

The individual financial statements of each group entity
are presented in the currency of the primary economic
environment in which the entity operates (its functional
currency). For the purpose of the consolidated financial
statements, the results and financial position of each
entity are expressed in Hong Kong dollars, the functional
currency of the Company and the presentation currency
of the consolidated financial statements.

3.

FESHER @)
(h) WEHER(E)
V) FLEUAKR BB R S R R b
st -

(@

)

TREPIMEBEEERAT

(vi)  PRBM AR AR R ER B
SBTER

B R

HA

A BRI R BB R A B D

Yo TAEA - BEOESBEARE
A - A RO BEREERY -

E@ﬁﬁ%%ﬁZﬁ?ﬁﬁ%ﬁ%%Z”
FEYHERAENFHRECREEER
REBMEE - ﬁﬁAZWEE@Féﬁﬁ
ERIIEREMLOAE - MENFIZLLH]
FW%%%&@%%W&“ZW%&
MR EZS A EEMNBESTHE
xEtt3§° W BEREEZENBEMER  HW
EEEHSEREERY MBS RIEAR
SEEBEEKRE T —RBEEBTEAR -

KERYzENEENEHEERRLE
OENBENE - ERITKEROESR
2 B R A 5 TR AR FAA B ARARERR
AEEHRED

HE T2 IR B A E SRS -

%m
EEEENERNSEHREGUZERE
$Fﬁﬁ$ﬁﬂ$ﬁ£iaiia’]i%%<Hlﬂﬁ&f
FE - BEREMBREME » SEBZE
BRI SABTTINE - BT AEAAR
ZIEEEE RITEVISHRER 2 25| EHE -

~

“TEN\FFR 39



Notes to the Financial Statements
R F SR R PG

For the year ended 30 June 2008 BHZE—ZT/\FA=1HIFE

3.

40

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

G

Foreign currencies (cont’d)

In preparing the financial statements of the individual
entities, transactions in currencies other than the entity’s
functional currency (foreign currencies) are recorded
using the rates of exchange prevailing at the dates of the
transactions. At each balance sheet date, monetary items
denominated in foreign currencies are retranslated using
the rates of exchange prevailing at the balance sheet
date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated using
the rates of exchange 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 retranslation of monetary
items, are included in profit or loss for the period in
which they arise, except for exchange difference arising
on a monetary item 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 exchange 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.

For the purpose of presenting consolidated financial
statements, the assets and liabilities of the Group's
foreign operations are expressed in Hong Kong dollars
using exchange rates prevailing at the balance sheet date.
Income and expenses are translated using the average
exchange rates for the period, unless exchange rates
fluctuated significantly during that period, in which cases,
the exchange rates at the dates of the transactions are
used. Exchange differences arising, if any, are recognised
as exchange reserve in equity. Such exchange differences
are recognised in profit or loss in the period in which the
foreign operation is disposed of.
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SIGNIFICANT ACCOUNTING POLICIES (cont'd)

G

(k)

0}

Foreign currencies (cont'd)

Goodwill and fair value adjustments on identifiable net
assets arising on the acquisition of a foreign operations
are treated as assets and liabilities of the foreign operation
and translated at the rate prevailing on the balance sheet
date. Exchange differences arising are included in the
exchange reserve in equity.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time
to get ready for their intended use or sale, are added
to the cost of those assets, until such time as the assets
are substantially ready for their intended use or sale.
Investment income earned on the temporary investment
of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
eligible for capitalisation.

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

Employee benefits

Salaries, annual bonuses, paid annual leave, contributions
to defined contribution retirement plans and the cost of
non-monetary benefits are accrued in the year in which
the associated services are rendered by employees. Where
payment or settlement is deferred and the effect would
be material, these amounts are stated at their present
values.

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

Share options granted to employees are accounted for in
accordance with the policies set out in note 3(t)(i)(1).
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42

SIGNIFICANT ACCOUNTING POLICIES (cont'd)
(m) 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 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 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.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in subsidiaries
and associates and interest in joint ventures, except where
the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference
will not reverse in the foreseeable future.

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 assets to be recovered.
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3.

SIGNIFICANT ACCOUNTING POLICIES (cont'd)
(m) Taxation (cont'd)

(n)

Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is settled
or the asset is realised, based on tax rates that have been
enacted or substantively enacted by the balance sheet
date. 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.

Property, plant and equipment

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

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

Furniture, fixtures and
office equipment

Motor vehicles

Computer equipment

9% to 20% per annum
25% per annum
9% to 20% per annum

Assets held under finance leases are depreciated over their
estimated 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
recognised in profit or loss for the period in which the asset
is derecognised.

Construction in progress represents buildings under
construction and is stated at cost less any impairment
losses.
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For the year ended 30 June 2008 BHZE—ZT/\FA=1HIFE

3.

44

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

(o)

(p)

Investment property

Investment property, which is property held to earn
rentals and/or for capital appreciation, is stated at its fair
value at the balance sheet date. Gains or losses arising
from changes in the fair value or from the retirement or
disposal of investment property are included in profit or
loss for the period in which they arise.

Impairment of tangible and intangible assets other
than goodwill

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 any such indication
exists, the recoverable amount of the asset is estimated in
order to determine the extent of the impairment loss (if
any). Where it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which
the asset belongs.

Recoverable amount is the higher of fair value less costs
to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects
current market assessments of the time value of money
and the risks specific to the asset.

If the recoverable amount of an asset (cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (cash-generating unit) is
reduced to its recoverable amount. An impairment loss
is recognised immediately in profit or loss, unless the
relevant asset is carried at a revalued amount under other
standard, in which case the impairment loss is treated as
revaluation decrease under that standard.
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Notes to the Financial Statements
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For the year ended 30 June 2008 EHZEZ—ZT/\FA=1HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

(p)

(a)

(r)

Impairment of tangible and intangible assets other
than goodwill (cont’d)

Where an impairment loss subsequently reverses, the
carrying amount of the asset (cash-generating unit)
is increased to the revised estimate of its recoverable
amount to the extent that the increased carrying amount
does not exceed the carrying amount that would have
been determined had no impairment loss been recognised
for the asset (cash-generating unit) in prior years. A
reversal of an impairment loss is recognised immediately
in profit or loss, unless the relevant asset is carried at a
revalued amount under other standard, in which case the
reversal of the impairment loss is treated as a revaluation
increase under that standard.

Impairment losses recognised in an interim financial report
prepared in compliance with “HKAS 34 Interim Financial
Reporting” are not reversed at the end of the financial
year to which the interim period relates even if no loss,
or a smaller loss, would have been recognised had the
impairment been assessed only at the end of that financial
year.

Properties held for sale

Properties held for sale are stated at the lower of cost
and net realisable value. Cost includes all development
expenditure and other direct costs attributable to bring
the properties to their present location and condition. Net
realisable value represents the estimated sales proceeds,
based on prevailing market conditions, less any further
costs expected to be incurred on disposal.

Financial instruments

Financial assets and financial liabilities are recognized
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 or
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 recognized
immediately in profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

(r) Financial instruments (cont'd)

46

(i)

Financial assets

The Group’s financial assets are classified into one of
the four categories, including financial assets at fair
value through profit or loss, loans and receivables,
held-to-maturity investments and available-for-sale
financial assets. All regular way purchases or sales of
financial assets are recognized and derecognized 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 marketplace.
The accounting policies adopted in respect of each
category of financial assets are set out below.

(1) Financial assets at fair value through profit or
loss
Financial assets at fair value through profit or
loss has two subcategories, including financial
assets held for trading and those designated
as at fair value through profit or loss on initial
recognition.

A financial asset is classified as held for trading
ifi—

o it has been acquired principally for the
purpose of selling in the near future; or

. it is a part of and identified portfolio
of financial instruments that the Group
manages together and has a recent
actual pattern of short-term profit-
taking; or

o it is a derivative that is not designated
and effective as a hedging instrument.
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For the year ended 30 June 2008 EHZEZ—ZT/\FA=1HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

(r)

Financial instruments (cont'd)

(i)

Financial assets (cont'd)

W)

Financial assets at fair value through profit or
loss (cont'd)

A financial asset other than a financial asset
held for trading may be designated as at
fair value through profit or loss upon initial
recognition if:—

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

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

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

At each balance sheet date subsequent to
initial recognition, financial assets at fair value
through profit or loss are measured at fair
value, with changes in fair value recognized
directly in profit or loss in the period in which
they arise. The net gain on loss recognized in
profit or loss includes any dividend or interest
earned on the financial assets.
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3.

48

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

(r)

Financial instruments (cont'd)

(i)

Financial assets (cont'd)

)

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 receivables,
loan receivables, other receivables and bank
balances) are carried at amortized cost
using the effective interest method, less any
identified impairment losses.

Held-to-maturity investments
Held-to-maturity investments are non-
derivative financial assets with fixed or
determinable payments and fixed maturities
that the Group’s management has the positive
intention and ability to hold to maturity. At
each balance sheet date subsequent to initial
recognition, held-to-maturity investments
are measured at amortized cost using the
effective interest method, less any identified
impairment losses.

Available-for-sale financial assets

A vailable-for-sale financial assets are non-
derivatives that are either designated or
not classified as financial assets at fair value
through profit or loss, loans and receivables or
held-to- maturity investments. At each balance
sheet date subsequent to initial recognition,
available-for-sale financial assets are measured
at fair value. Changes in fair value are
recognized in equity, until the financial asset
is disposed of or is determined to be impaired,
at which time, the cumulative gain or loss
previously recognized in equity is removed
from equity and recognized in profit or loss.
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For the year ended 30 June 2008 EHZEZ—ZT/\FA=1HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

(r) Financial instruments (cont'd)

(i)

(ii)

Financial assets (cont’d)

(4)  Available-for-sale financial assets (cont'd)
For available-for-sale equity investments that
do not have a quoted market price in an
active market and whose fair value cannot
be reliably measured and derivatives that
are linked to and must be settled by delivery
of such unquoted equity instruments, they
are measured at cost less any identified
impairment losses at each balance sheet date
subsequent to initial recognition.

Financial assets are derecognized 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 receivable and the
cumulative gain or loss that had been recognized
directly in equity is recognized in profit or loss.

Financial liabilities

The Group’s financial liabilities are generally
classified into financial liabilities at fair value through
profit or loss and other financial liabilities. The
accounting policies adopted in respect of financial
liabilities and equity instruments are set out below.

(1) Financial liabilities at fair value through profit
or loss
Financial liabilities at fair value through profit
or loss has two subcategories, including
financial liabilities held for trading and those
designated as at fair value through profit or
loss on initial recognition.
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3.

50

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

(r)

Financial instruments (cont’d)
(ii)  Financial liabilities (cont’d)
(1) Financial liabilities at fair value through profit
or loss (cont'd)
A financial liability is classified as held for

trading if-—

o it has been acquired principally for the
purpose of repurchasing in the near
future; or

. it is a part of and identified portfolio

of financial instruments that the Group
manages together and has a recent
actual pattern of short-term profit-
taking; or

o it is a derivative that is not designated
and effective as a hedging instrument.

A financial liability other than a financial
liability held for trading may be designated as
at fair value through profit or loss upon initial
recognition if:—

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

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

A 358 R I EE

For the year ended 30 June 2008 EHZE—ZT/\FA=1HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (cont'd)

(r) Financial instruments (cont'd)
(ii)  Financial liabilities (cont’d)

(1) Financial liabilities at fair value through profit

or loss (cont'd)

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

profit or loss.

At each balance sheet date subsequent to
initial recognition, financial liabilities at fair
value through profit or loss are measured
at fair value, with changes in fair value
recognized directly in profit or loss in the
period in which they arise. The net gain or
loss recognized in profit and loss includes any
interest paid on the financial liability.

(2)  Other financial liabilities

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

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

recognized in profit or loss.

(iii) Equity instruments

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

costs.

Repurchase of the Company’'s own equity
instruments is recognized and deducted directly
in equity. No gain or loss is recognized in profit or
loss on purchase, sale, issue or cancellation of the

Company’s own equity instruments.

3. FEEHEX®@
(n HBIAGH
(i) HHERE )
() RATVEIHABRZHBE

E16))
o HUHBBREAREE &
FAEBRARTET R

ZEHETED - ME
BERTERF39HA
AENDAHEN(BE
HAE)KBED REA
FEFABGZMBE
=

M ERRESESIER
B BRFEF ARG 2R
BRBENATFEFE  AF
BEEHELRBAMERAER
MR - REmERZ W
ZEEFREREVBAG
M2 HE -

(2 EulBaE
Hit B R E(BREIRITRE
wEE - BT RRR R E A E
[RIB) IR B AR A B F &=
EIRBHR A E -

BHEENERANTAZETE
fERR -~ BUBSE MR T A BUS B
R CBURMRZM B RE R
BEHEMNREZZHNERD TIA
TR ©

(i) KEITE
BARRETZRATRRE WA
SRR EREITRARALR -

BOARAAGRATATEER
Rm P T AR RAR - RIBE -
HE - BEITRFERRAR 2 ARFI
ARIAR  ER2ER I raRER
T LARERR o

TREFIEREEARR AT —ZTTN\FFR 51



Notes to the Financial Statements
R F SR R PG

For the year ended 30 June 2008 #HZE—ZT/\FAA=1+HIFE

3.

52

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

(s)

Financial guarantees, provisions and contingent
liabilities

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.
The Group has asserted to regard financial guarantee
contracts as insurance contracts and elect to apply “HKFRS
4 Insurance Contracts” to account for such contracts. The
election applies to all existing contracts and new contracts
on a contract-by-contract basis and is irrecoverable for
each contract elected.

Provisions are recognized when the Group has a present
obligation as a result of a past event, and it is probable
that an outflow of economic benefits will be required to
settle the obligation and a reliable estimate can be made.
Where the time value of money is material, provisions are
stated at the present value of the expenditure expected to
settle the obligation.

Present obligation is disclosed as a contingent liability
where it is not probable that an outflow of economic
benefits will be required to settle the obligation or the
amount of the obligation cannot be measured with
sufficient reliably. Possible obligation that arises from past
events and whose existence will only be confirmed by
the occurrence or non-occurrence of one or more future
event(s) is also disclosed as a contingent liability unless the
probability of outflow of economic benefits is remote.
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For the year ended 30 June 2008 EHZE—ZT/\FA=1HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (cont'd)
(t) Share-based payment transactions
(i) Equity-settled share-based payment

transactions

(M

Share options granted to employees

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 recognized in
profit or loss with a corresponding adjustment
to share options reserve.

At the time when the share options are
exercised, the amount previously recognized
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 recognized in share options reserve
will be transferred to retained profits.

Share options granted to suppliers

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 recognized as
expenses immediately, unless the goods or
services qualify for recognition as assets.
Corresponding adjustments have been made
to equity (share options reserve).
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3.

54

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

®

(u)

(v)

Share-based payment transactions (cont'd)
(i) Cash-settled share-based payment transactions

For cash-settled share-based payments, the Group
measures the goods or services acquired and the
liability incurred at the fair value of the liability. At
each balance sheet date, the liability is remeasured
at its fair value until the liability is settled, with any
changes in fair value recognized in profit or loss.

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 and form an integral part of the Group’s cash
management are also included as a component of cash
and cash equivalents for the purpose of the consolidated
cash flow statement.

Related parties
A party is considered to be related to the Group if:—

(i)  The party, directly or indirectly through one or
more intermediaries, (1) controls, is controlled by,
or is under common control with, the Group; (2)
has an interest in the Group that gives it significant
influence over the Group; or (3) has joint control
over the Group;

(i) The party is an associate;

(i)  The party is a jointly controlled entity;

(iv)  The party is a member of the key management
personnel of the Group or its parent;
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3.

“EENFAA=THLFE

SIGNIFICANT ACCOUNTING POLICIES (cont'd)

(v)

(w)

Related parties (cont’d)
(v)  The party is a close member of the family of any
individual referred to in (i) or (iv); or

(vi) The party is an entity that is controlled, jointly
controlled or significantly influenced by or for which
significant voting power in such entity resides, with
directly or indirectly, any individual referred to in (iv)
or (v).

Segment reporting

A segment is a distinguishable component of the Group
that is engaged either in providing products or services
(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
and geographical segment information as the secondary
reporting format for the purposes of these financial
statements.

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 property, plant and
equipment. 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
entities within a single segment. Inter-segment pricing is
based on similar terms as those available to other external
parties.
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3. SIGNIFICANT ACCOUNTING POLICIES (cont'd)
(w) Segment reporting (cont'd)

4,

56

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.

Unallocated items mainly comprise financial and corporate
assets, interest-bearing loans, borrowings, tax balances,
corporate and financing expenses.

CRITICAL ACCOUNTING JUDGMENTS AND ESTIMATES

(a)

Judgments

In the process of applying the Group’s accounting policies,
management has made the following judgments, apart
from those involving estimations as discussed below,
which have the most significant effect on the amounts
recognised in the financial statements.

(i) Impairment of assets

In determining whether an asset is impaired or the
event previously causing the impairment no longer
exists, the Group has to exercise judgment in the
area of asset impairment, particularly in assessing:
(1) whether an event has occurred that may effect
the asset value or such event affecting the asset
value has not been in existence; (2) whether the
carrying value of an asset can be supported by
net present value of future cash flows which are
estimated based upon the continued use of the
asset or derecognition; and (3) the appropriate
key assumptions to be applied in preparing cash
flow projections including whether these cash flow
projections are discounted using an appropriate rate.
Changing the assumptions selected by management
to determine the level of impairment, including the
discount rates or the growth rate assumptions in the
cash flow projections, could materially affect the net
present value used in the impairment test.
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For the year ended 30 June 2008 EHZEZ—ZT/\FA=1HILFE

4. CRITICAL ACCOUNTING JUDGMENTS AND ESTIMATES
(cont'd)

(a)

(b)

Judgments (cont’d)

(ii)

Income taxes

Deferred tax is provided using the liability method,
on all temporary differences at the balance sheet
date between the tax bases of assets and liabilities
and their carrying amounts for financial reporting
purposes.

Deferred tax assets are recognised for unused
tax losses carried forward to the extent that it is
probable that future taxable profits will be available
against which the unused tax losses can be utilised,
based on all available evidence. Recognition
primarily involves judgment regarding the future
performance of the particular legal entity or tax
group in which the deferred tax asset has been
recognised. A variety of other factors are also
evaluated in considering whether there is convincing
evidence that it is probable that all or part of the
deferred tax assets will ultimately be realised, such
as the existence of taxable temporary differences,
tax planning strategies and the periods in which
estimated tax losses can be utilised. The carrying
amount of deferred tax assets and related financial
models and budgets are reviewed at each balance
sheet date and to the extent that there is insufficient
convincing evidence that sufficient taxable profits
will be available within the utilisation periods to
allow utilisation of the carry forward tax losses, the
asset balance will be reduced and charged to the
income statement.

Estimation uncertainty

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 the Group's assets

and liabilities within the next financial year are discussed

below.
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CRITICAL ACCOUNTING JUDGMENTS AND ESTIMATES

(cont'd)

(b) Estimation uncertainty (cont'd)

(i)

(ii)

(iii)

Impairment test of assets

The Group determines whether an asset is impaired
at least on an annual basis or where an indication
of impairment exists. This requires an estimation of
the value in use of the asset. Estimating the value
in use requires the Group to make an estimate of
the expected future cash flows from the assets and
also to choose a suitable discount rate in order to
calculate the present value of those cash flows.

Income taxes

The Group reviews the carrying amount of deferred
tax assets at each balance sheet date and reduces
the amount to the extent that it is no longer
probable that sufficient taxable profits will be
available to allow all or part of the deferred tax assets
to be utilised. This requires an estimation of the
future taxable profits. Estimating the future taxable
profits requires the Group to make an estimate of
the expected future earnings from the Group and
also to choose a suitable discount rate in order to
calculate the present value of the earnings.

Depreciation of property, plant and equipment
Property, plant and equipment are depreciated
on a straight-line basis over their estimated useful
lives, after taking into account of their estimated
residual value. The determination of the useful
lives and residual values involve management's
estimation. The Group assesses annually the residual
value and the useful life of the property, plant and
equipment and if the expectation differs from the
original estimate, such a difference may impact the
depreciation in the year the estimate is changed and
the future period.
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5.

REVENUE 5. W&
(@) An analysis of the Group's turnover for the year is as (a)
follows:—

(b)

FEBMAFEZEXRBINWT

2008 2007
—EBENEF —ETLF
HK$'000 HK$'000
FER FHET
Sales of properties HEY 5,582 10,099
Property rental income LIEE A ON 4,535 1,125
Media management and consultancy g as s T8 K BARS ARFS UL A
service income 5,694 -
15,811 11,224
An analysis of the Group’s other revenue and net (b) AEEAFEZHMKZERBRAZHAN
income for the year is as follows:- T
2008 2007
—EBENE —ETLF
HK$'000 HK$'000
FER FHET
Accruals written back B olETEA 63 1,558
Bank interest income SRITFBURA 517 63
Dividend income BB A = 1
Forfeited rental payments YRR BT 1,039 -
Gain on disposal of property, plant HEME BEM
and equipment otz e 54 90
Guaranteed income related to BB ZIRFWA
investment property 4,249 -
Net investment gain from dealing in EESRMIAZIRE
financial instruments s - 62
Net investment gain from dealing in BEEINEZIRE
foreign currencies Wz FaE - 1
Other interest income E M F BUWA 293 1,438
Sundry income HIF UL A 1 930
6,216 4,143
RESINEBEEARART —TTN\FFR 59
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6. FINANCE COSTS 6. BEMRA
2008 2007
—EENF —ETLF
HK$’000 HK$'000
FET FAET
Interest on other loans and advances HiBER KRBT E 1,672 5,048
Interest and charges on bank loans and RITERRBIZFERER
advances 19 8
Interest on finance leases MEREF S = 1
1,691 5,057
7. LOSS BEFORE TAX 7. BRBABE
Loss before tax has been arrived at after charging/(crediting):— KRBTSRI (GTA)TSIIEE -
2008 2007
—2E\F —EBtE
HK$'000 HK$'000
FHET FHET
Properties held for sale recognised as BRAFE, (KA)H
expenses/(income): FHEHS 2 W%
Carrying amount of properties sold EEMEZREE 4,308 9,549
Reversal of write-down of properties WoR ) 2 2 B[O - (414)
Staff costs, including directors’ remuneration: ETIRANBHEESEME) :
Salaries and other benefits e MHEMEN 5,043 1,240
Equity-settled share-based payments DARER B W AR (D AERT R 5,067 -
Retirement scheme contributions RIRET B 66 30
10,176 1,270
Auditors’ remuneration ZEENEN S 330 440
Depreciation e 181 97
Net investment loss from dealing in EESRMIACZKRE
financial instruments Ei8FE = 1,281
Operating lease charges for land and buildings +ih RiEF 7 &&EHEMRT 1,305 395
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8. INCOME TAX 8. FriEHi
2008 2007
—EENE —ETLF
HK$'000 HK$'000
TEx FHT
Current tax: REATIE ¢
Hong Kong profits tax BENEH 2,025 -
PRC enterprise income tax PRI TSI R
and land appreciation tax T IR (EF 1,598 1,097
3,623 1,097
Deferred tax (note 25) RIERIA (f7E25) 1,822 -
Income tax expense for the year RNEEZFSHRAY 5,445 1,097
Hong Kong profits tax is calculated at 16.5% (2007: 17.5%) BTG RAF E fE R B FI AR =
of the estimated assessable profit for the year. Hong Kong 16.5% (ZFFLF : 17.5% )5t H - ZFTFN
profits tax for 2008 included an adjustment in respect of tax FHRENSHEERBERBRETZHBR
underprovided in previous years of approximately HK$1,997,000 & (AP EE3 () Pt ) T L A 1 F E BIRB  T
arising from a tax review carried out by the Hong Kong Inland RAEHEI%11,997,000/87T 2 FHEE ©
Revenue Department as mentioned in note 31(b).
PRC enterprise income tax is calculated basing on a statutory Bl (RS T TDOR B AN A B BB A Bl R
rate of 25% of the taxable income from operations of the BT 2 TS FE AR A (ARIR S 0 o B4R BA AT
Company’s subsidiaries carried on in the PRC as determined in BERAIBERETE ) VAT R E25% 5 -
accordance with the relevant income tax rules and regulations
of the PRC during the year.
PRC land appreciation tax is levied, in accordance with the land B 3 I (E B T IR SR R B+ I E RUA LR
appreciation tax law of the PRC, on the properties held by the SEFBELE 2 REYME - WRIBER
Group for sale in the PRC and is charged at progressive rates NT30%260%.2 REHKHE
ranged from 30% to 60% on the appreciated amount.
FEIFIIMNERBEBERAT —TTN\FFR 61
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Frig%ica)
REFE BT HESHEEBEENT

8. INCOME TAX (cont'd) 8.
The total charge for the year can be reconciled to the
accounting loss as follows:—

2008 2007
—EBEBN\F ZE2TLF
HK$'000 % HK$'000 %
THERT FAET

Loss before tax: BREATE R (49,651) (10,772)
Tax at the domestic income tax BRAMFEFH T E16.5%

rate of 16.5% (2007: 17.5%) (ZZZLF 1 175%)

SHEZHIE (8,192) (16.5) (1,885) (17.5)

Tax effect of income not assessable FE TE AR D& RIS 78

in determining taxable profit RAMZMAZ BB E (1,006) (2.0) (354) (3.3)
Tax effect of expenses not deductible BT R G AR AT

in determining taxable profit IR 22 11,702 23.6 1,319 12.3
Tax effect of other temporary KEERE MRS ERE

differences not recognised b 57 (21) (0.1) (1) (0.1)
Tax effect of additional tax losses KRIERREINRISE R Z

not recognised Ty e 2 0.1 1,017 9.5
Tax effect of loss not allowable T T%%Eﬁﬁzﬁi‘%%; (364) (0.7) 22 0.2
Effect of different tax rates of PREREEZHBER

subsidiaries operating in TEB Rz 728

the PRC 1,327 2.6 979 9.1
Tax underprovided in previous years RBEFERETRTN 1,997 4.0 - -
Tax expense and effective tax FRFERY RABH R

rate for the year 5,445 11.0 1,097 10.2
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9. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS 9. ESkEEM2
(i) Directors’ emoluments (i) EEM:
The directors’ emoluments paid or payable to each of the ERSgEMAFI0R(ZEE+F : 88)E
10 (2007: 8) directors are as follows:— EXEZEEMENT ¢
2008 —EENF
Equity-settled
Salaries share-based
and other payments  Retirement
benefits LEREE scheme
Fees H4R WK contributions Total
ik HigAl AERNR  BIRGEIH &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T TET TEL THx TEr
Executive directors: HITES -
Lau Chi Yuen, Joseph (a) 28 (3) 1,277 - - 7 1,284
Chan Sing Fai (b) PRAERE (b) 311 - 21 10 1,042
Lu Liang aig - 780 1,048 - 1,828
Ng Yan E37 26 - - - 26
Ho Chi Wing (¢) fal£% (© - 550 - 7 557
Lee Tsung Hei, David Chris (d) FEE () - - - - -
Tao Wei Ming (e) F1EH @ - - - - -
Independent non-executive directors: BAUIERTES -
Cheng Kwong Choi, Alexander BES 36 - - - 36
Cheng Sheung Hing HERE 18 - - - 18
Law Tai Yan g 36 - - - 36
1,704 1,330 1,769 24 4,827
(a) appointed on 27 November 2007 (a) R-TEELF+—A=-t+tHEZE
(b)  appointed on 21 August 2007 )  ® +ENAZT—BEZE
(0 resigned on 15 December 2007 () i +E+-A+RBEHE
(d) resigned on 14 August 2007 (d) I +EN\A+OEEHE
(e) resigned on 23 November 2007 (e) R-ZTTLF+—A=-+=HFT
2007 “EELF
Equity-settled
Salaries  share-based
and other payments Retirement
benefits  LAEREE scheme
Fees ek AR contributions Total
ik HibfgFl BEBRMAH  RINFEIER A&t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHEL FTET FHEL FTET TR
Executive directors: HTES:
Lu Liang afe - - - - -
Ng Yan 2% 52 - - . 52
Ho Chi Wing s - 180 - 8 188
Lee Tsung Hei, David Chris FEE 200 - - - 200
Tao Wei Ming VE{ERR 30 - - - 30
Independent non-executive directors: BYEHTES:
Cheng Kwong Choi, Alexander BEA 36 - - - 36
Cheng Sheung Hing HeEE - - - - -
Law Tai Yan el 36 - - - 36
354 180 - 8 542
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9.

10. LOSS FOR THE YEAR ATTRIBUTABLE TO EQUITY

64

DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS (cont'd) 9. EE=RESME @)

(i)

Employees’ emoluments (ii)
The 5 highest paid individuals included 3 (2007: 2)
director(s), details of whose emoluments are set out

above. The emoluments of the remaining highest paid

individual are as follows:—

BEME

EAKESEHZSHMEERE3R(ZF
TLF22)EBF AMESHBEN L
X - EpmmHERE e FBmT

2008 2007

—EENF —FTLF

HK$'000 HK$'000

THET FHET

Salaries and other benefits e REMEF 849 435
Equity-settled share-based payments AR 4B I PARR 1 AR 1,483 -
Retirement scheme contributions RIRE B 18 16
2,350 451

The emoluments of the non-director highest paid
individuals fell within the following band:—

REFIFEFZMEBENT

Number of individuals

BRIALTEE
2008 2007
—EENE —EEF
HK$ 0 to HK$1,000,000 07T % 1,000,00058 7T 1 3
HK$1,000,001 to HK$2,000,000 1,000,0018 7T & 2,000,000/ 7T 1 -
2 3

HOLDERS OF THE COMPANY

The consolidated loss for the year attributable to equity
holders of the Company included a loss of approximately
HK$56,283,000 (2007: a profit of approximately HK$228,000)

which has been dealt with in the financial statements of the

10. AEEXQTRESRHEARGEER

REEARAREZFEABLGABEEREY
56,283,000 L (ZTZEF : /& #49228,000
BIL)EER  ERAREFERERANEE -

Company.
2008 2007
—EEBNF —ETLF
HK$'000 HK$'000
FER THET
Amount of profit/(loss) attributable to RARNBFEHRREIE L
equity shareholders dealt with BB AEIEREN
in the Company’s financial statements (E5E) &8 (56,283) 228
Impairment losses on amounts due from BEEWHBARSEZ
subsidiaries written back BERE = (3,125)
Impairment losses on amounts due from PR B A R 58 2 R E
subsidiaries [ (61,866) -
Company's loss for the year (note 27(b)) REERNRZEIB(HE27(0b)) (118,149) (2,897)
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11.

12.

13.

“EENFAA=THLFE

LOSS PER SHARE

The basic loss per share is calculated based on the loss
attributable to equity holders of the Company of approximately
HK$55,096,000 (2007: HK$11,869,000) and the weighted
average number of 719,241,000 (2007: restated at 28,675,000
to reflect the consolidation of 100 shares into 1 share effected
on 4 October 2007) ordinary shares in issue during the year.

The diluted loss per share for the years ended 30 June 2008 and
30 June 2007 has not been disclosed as the potential shares
arising from the exercise of the Company’s share options would
decrease the loss per share of the Group for the years and is
regarded as anti-dilutive.

DIVIDEND
The directors do not recommend the payment of a dividend for
the year ended 30 June 2008 (2007: Nil).

BUSINESS AND GEOGRAPHICAL SEGMENTS

(a) Business segments
The Group is organised into 2 major business divisions,
(i) property investment and (ii) media management and
consultancy services, during the year ended 30 June 2008;
the Group was principally engaged in property investment
only during the year ended 30 June 2007. The following
operations are the basis on which the Group reports its
primary segment information. There are no sales or other
transactions between the business segments.

11.

12.

13.

BREE
BEREABBDNEREARAEZFTE AR
1l 185 18 %9 55,096,000 8 ;T ( — T T + F -

11,869,000 7T ) R A FE R BT L MR Z N
W19 80719,241,0000% ( Z T F (FF) ¢
28,675,000/% * EFABARBMN -_TELF
T AMBAEME 1000154 O B 1B D ET

B o)
Ean

HRTEALRBREMEE ZEERHSE
HAKEAFE 2 BREBE TR A RE
HEE AU EREEREE—TTNF A
= THREBEZZTELFARAA=THLEFEZ
FREEEIE

5]
EETEBRNBE_ZZN\FRA=THLL
FEZBRE(ZZZLEF  ®) -

ERRBEDE
@ ®BHE

AEBNEMEABREE _TT/\FH
=T REFES SMEEEXBHRE : )
MEARE M) ERE BT MR RS « N&
ERHE_TELFRA=THILFEE
ZEREMERE - UTEBRAEEIE

BETENEER 2 EE - EBDBRZMH
WEHEREMRZ S
TREFIEREEAR AT —TTN\FFR 65



Notes to the Financial Statements
R F SR R PG

For the year ended 30 June 2008 BHZE—ZT/\FA=1HIFE

13. BUSINESS AND GEOGRAPHICAL SEGMENTS (cont'd)

66

(a)

Business segments (cont'd)
Year ended 30 June 2008

13. ¥¥EHEDE@m)
() EBHE@E)

BE-_ZEN\FAAZTHLEFE

Income statement Yezs &
Media
management
and
consultancy
Property services
investment BEEER Total
RE& B RS At
HK$'000 HK$'000 HK$'000
FEx FER FTERx
Revenue e 10,117 5,694 15,811
Segment results DEEES 6,344 5,120 11,464
Unallocated corporate income N NG ON 8,213
Unallocated corporate expenses AOBEARL (67,637)
Finance costs RN (1,691)
Loss before tax B R ER (49,651)
Income tax FiS® (5,445)
Loss for the year FEREE (55,096)
Other information EEH
Media
management
and
consultancy
Property services
investment BEEER Others Total
3 BB R H |5t
HK$'000 HK$'000 HK$'000 HK$'000
FHET TR FTET BT
Capital expenditure EARY 65,008 22,923 512 88,443
Depreciation nE 7 - 174 181
As at 30 June 2008 R-BENFEANA=TH
Balance sheet BEBEX
Media
management
and
consultancy
Property services
investment BEEER Total
MERE BRI R a5t
HK$'000 HK$'000 HK$'000
TET FTHET FTHExT
Assets: BE
Segment assets DEEE 93,834 28,049 121,883
Unallocated corporate assets KO AREE 28,854
Total assets 1R E 150,737
Liabilities: B :
Segment liabilities NEAE 41,025 22 41,047
Unallocated corporate liabilities KO ATE 5,538
Total liabilities BaE 46,585
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13. BUSINESS AND GEOGRAPHICAL SEGMENTS (cont'd) 13. ¥¥EHEDE@m)
(a) Business segments (cont'd) (a) XXK2E(E

Year ended 30 June 2007

HE-TTLEAASHALEE

Income statement Wz
Media
management
and
consultancy
Property services
investment  fREEEIE R Total
MERE AR AR TS B
HK$'000 HK$'000 HK$'000
FEL FEL FEIT
Revenue s 11,224 - 11,224
Segment results DEE¥E 2,031 - 2,031
Unallocated corporate income ROEARRA 3,187
Unallocated corporate expenses IO ATITH (10,933)
Finance costs BE R R (5,057)
Loss before tax MR E IR (10,772)
Income tax FrisH (1,097)
Loss for the year FREE (11,869)
Other information B E#
Media
management
and
consultancy
Property services
investment  #XEEEIE Others Total
MERE B RS Hih B
HK$'000 HK$'000 HK$'000 HK$'000
FHT FHT FHIT FHEIT
Capital expenditure BAREY - - 1 1
Depreciation e - - 97 97
As at 30 June 2007 R_ZEZLFRA=1H
Balance sheet BEAREX
Media
management
and
consultancy
Property services
investment  HEEEIE R Total
MEHRE AR AR TS B
HK$'000 HK$'000 HK$'000
FEL FEL FET
Assets: BE
Segment assets DEEE 27,106 - 27,106
Unallocated corporate assets RORERAIEE 3,300
Total assets YR E 30,406
Liabilities: BfE:
Segment liabilities NEEE 13,581 - 13,581
Unallocated corporate liabilities AOBARIERE 21,410
Total liabilities FEN=Ery 34,991
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13. BUSINESS AND GEOGRAPHICAL SEGMENTS (cont'd) 13. ¥¥EHEDE@m)

68

(b)

Geographical segments (b) HEDE

The Group's operations are located in Hong Kong and REEZ EBAREERPEARATE
elsewhere in the People’s Republic of China (“PRC"). ([FRE ) Efbih[R o YR E T K e
The property investment and the provision of media BN B RS AR TR R BT o
management and consultancy services are carried out in

the PRC.

The following table provides an analysis of the Group's TR AEEZMWETSHE(THRE
turnover by geographical market, irrespective of the origin &t BRAG 2 AR ) 2 RO o

of the goods/services.

2008 2007
—BENF —EETLEF
HK$'000 HK$'000
FHExT FHET
Hong Kong 55 - -
PRC, other than Hong Kong FE (FBBRIN) 15,811 11,224
15,811 11,224
The following is an analysis of the carrying amount of TERRA/BEEMEMRETZ D REER
segment assets, and capital expenditure, analysed by the HERERFZ DN
geographical area in which the assets are located.
Carrying amount of
segment assets Capital expenditure
SEEEREE BEREX
2008 2007 2008 2007
—BEN\F —ETTAF —EENF —TTLF
HK$'000 HK$'000 HK$'000 HK$'000
THERr FET THET FAET
Hong Kong A 28,185 7,037 512 1
PRC, other than Hong Kong B (BBBRIN) 122,552 23,369 87,931 -
150,737 30,406 88,443 1
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14. PROPERTY, PLANT AND EQUIPMENT 14. ¥ BERRE

The Group REHE
Furnitures,
fixtures
and office
Construction equipment Motor Computer
in progress Rl - £ER vehicles equipment Total
EEIR WAERE AE B &5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT FET FET FAET TAET
Cost: A
At 1 July 2006 RZETRF+H—H - 152 1,112 43 1,307
Additions RE - 1 - - 1
Disposals He - - (822) - (822)
At 30 June 2007 RZBELFA=TH
and 1 July 2007 k-ZTZE+F+A—H - 153 290 43 486
Additions NE 13,680 80 475 35 14,270
Disposals HE - - (290) - (290)
At 30 June 2008 R-EZENFEAXA=TAH 13,680 233 475 78 14,466
Accumulated B E
depreciation and RGEEE -
impairment losses:
At 1 July 2006 RZEZRFLA—H - 87 894 8 989
Charges for the year KEESH - 16 73 8 97
Disposals HeE - - (822) - (822)
At 30 June 2007 RZBZLFRA=THR
and 1 July 2007 “TT+F+A—H - 103 145 16 264
Charges for the year KEESH - 23 143 15 181
Disposals HeE - - (169) - (169)
At 30 June 2008 R-EENFEXA=TH - 126 119 31 276
Net carrying amount: BREFE
At 30 June 2008 R-ZBENFAA=1H 13,680 107 356 47 14,190
At 30 June 2007 RZEELFA=1H - 50 145 27 222
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14. PROPERTY, PLANT AND EQUIPMENT (cont'd) 14. Y¥ - BERZE @R
The Company b /N
Computer
equipment
BiRE
HK$’000
FAET
Cost: HAE
At 1 July 2006 RZTTRFLA—H 27
Additions NE 1
At 30 June 2007 and 1 July 2007 RZET+FAA=TARZESTLFLA—H 28
Additions NE -
At 30 June 2008 R-ZENFEXA=TH 28
Accumulated depreciation and ZEHTER
impairment losses: SRS
At 1 July 2006 R-TEAFLA—B 1
Charge for the year AEFZH 6
At 30 June 2007 and 1 July 2007 RZZEE+FEANAZTER-TZ+HELA—H
Charge for the year AEEZH
At 30 June 2008 R-BENFXA=TH 12
Net carrying amount: AREFE
At 30 June 2008 R-BENFXA=TH 16
At 30 June 2007 RZZEE+FA=1H 21
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15. INVESTMENT PROPERTY 15. REYE
The Group
rEH

2008 2007
—EENF —ETLHF
HK$'000 HK$'000
TR iz
Fair value of investment property EYEZ N E 73,345 -
At beginning of the year F1) - -
Addition, at cost NE  IBRANE 64,621 -
Exchange adjustments FE 4, A% 1,435 -
Increase in fair value N EEE N 7,289 -
At end of the year FR 73,345 -

The Group's investment property comprised medium-term
leasehold land and buildings in the PRC.

The investment property was acquired at a consideration of
RMB58,000,000 pursuant to a sale and purchase agreement
which was signed by a subsidiary of the Company on 5 March
2007 with a company incorporated in the PRC (the “Vendor”)
and was approved by shareholders of the Company at an
extraordinary general meeting held on 29 June 2007. The
Group had paid RMB13,000,000 as deposit to the Vendor
during the year ended 30 June 2007 for the acquisition and
took possession of the investment property on 1 July 2007.
The Vendor provided an irrecoverable guarantee that the
annual rental income from the investment property shall not
be less than RMB9,000,000 and the net profit shall not be less
than RMB4,000,000 up to 27 February 2010. The Vendor will
transfer the legal title of the investment property to the Group
until the consideration is fully settled; 40% of the shares of the
Vendor has been registered under the name of a subsidiary of
the Company for security purpose.

AEENKREMEBRETHBENFTAZEE
THRET -

REAMERBEERAERBEARE
58,000,0007C 488 - ZBHEBALNF ZH B
RE—ERPEFEMARL AR ES R
ZE+F=-ARAFTTERARGBRERAE
SEFENAZTNABRTZERRERS L
e REBNBE-_ZT+FNA=ZTHILHF
EE X ES AR 13,000,000 FEFE
i - ER =TT LFLA—BEELRED
¥ BEARE-BETIHERE  REREY
¥EBE-_T-TFE_A-t++RILZEEHS
AR DR AR E9,000,0007T  MAEFIHEA
LA ARY4,000,0007T © B BEELEY
EZEEMEBRTASE HEEREEZ2EX
i BARMDZA0%EAARAFIMBARAE
BRAIEBIRE o
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15.

72

INVESTMENT PROPERTY (cont'd)

The cost of the investment property is determined as the
purchase consideration of RMB58,000,000 and expressed
in Hong Kong dollars, using the published market exchange
rate at the date of acquisition of the investment property,
at approximately HK$64,621,000 of which approximately
HK$13,371,000 is recognised from deposit paid and
approximately HK$51,250,000 is recognised as balance of
purchase consideration payable at a term of 2 years. During
the year ended 30 June 2008, a sum of RMB25,410,000
(approximately HK$28,939,000) was paid as part settlement
of the balance of the consideration. The remaining balance of
RMB 19,590,000 (approximately HK$22,311,000) will be paid by
30 June 20009.

The fair value of the investment property as at 30 June 2008
was determined according to a valuation conducted by an
independent valuer, RHL Appraisal Limited, on an open market
basis.

On 1 January 2008, the tenants vacated the investment
property at the request of the Vendor, which was appointed by
the Group to manage the affairs of the investment property,
for the purpose of undertaking a construction plan to build an
additional floor on the investment property (the "Construction”)
as a lease agreement (the "New Lease Agreement”) had been
signed by the Vendor, for the benefit of the Group, to lease
the investment property to a single tenant (the “"New Tenant”)
for a term starting on 1 July 2008 and ending on 31 December
2027. As the Construction could not be completed by 30 June
2008, the New Tenant has to occupy the investment property
at a later date when the Construction is completed. According
to the New Lease Agreement, the New Tenant is entitled to
receive RMB10,000 per day for the first 2 months arising from
delay in delivery of the investment property caused by the
Vendor; thereafter the New Tenant has the right to revoke the
New Lease Agreement or to enjoy additional rent-free period of
2 days for each day of delay. At the date of approval of these
financial statements, the Construction is not yet completed and
the Vendor is negotiating with the New Tenant to fix the terms
in respect of the delay in delivery of the investment property.

The Group had pledged the investment property to secure
certain loans granted to the Group from other parties. Those
loans were subject to interest charge of 8% per annum and had
been fully settled during the year ended 30 June 2008.

China Outdoor Media Group Limited Annual Report 2008

15.

REWE (&)

BV AR TR R E AR 58,000,000
TLETE - WRREMERB B PQ Mz THE
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F R FE A U BB X (B 45 #2 FE 3R 49 51,250,000 78
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XA £ AR 25,410,000 7T ( #928,939,000
BIL)LVEESDRELER - B TEBRARYE
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HHAR®10,0007T  E&FHEP AR
ez IHMSAZERMEEMAZ2HA
Hi o MBLEARTRBHE] - @BMATR  ME
FEEFHEEITARNBTEEREMES
RAFHERZ &K -

REBETEAEREYE - WMESBEMAL
BRYAKEzETERZER - ZFERZF
BXHEAEF8%  MEBEE_TZENFARA=T
HIFSFENE 2R -



Notes to the Financial Statements

A 358 R I EE

For the year ended 30 June 2008 EHZEZ—ZT/\FA=1HILFE

15. INVESTMENT PROPERTY (cont'd)

The income from the investment property and the direct
operating expenses relating to the investment property for the

year are as follows:—

15. BREWEE)
RER B E I E )5 B WA LA B8 1)
LER EESLESIT

The Group
EE
2008 2007
—BEN\E ZETLF
HK$'000 HK$'000
FERT FET
Income: L ONE
Rental income under ERMIET 2
operating leases WA 4,106 -
Guaranteed income RABHZ
from the Vendor FERIA 4,249 -
8,355 -
Direct operating expenses: HEKEEBR -
Management fees charged by BEHRBERER
the Vendor 1,171 -
Reimbursement of expenses, EHWEREER
including salaries and wages, (BRFERIE -
electricity, gas and water charges, BE - HRBRKE -
land use tax, real estate tax, etc., T AR
charged by the Vendor EHEHZE) 2,345 -
16. GOODWILL
The Group
FEE
2008 2007
—BENEF —ZETLF
HK$°000 HK$'000
FTHET FAT
At beginning of the year REEAT] - -
Goodwill arising from acquisition WE—MBAREEZ
of subsidiary (note 30) ER(H7E30) 22,923 -
At end of the year i 22,923 -

TREFIEREEAR AT —TTN\FFR 73



Notes to the Financial Statements

A 353 R I EE

For the year ended 30 June 2008 BHZE—ZT/\FA=1HIFE

16.

17.

74

GOODW.ILL (cont’d)

The goodwill was arisen from the business combination on
acquisition of a subsidiary, Fadara Limited, as mentioned in
note 30. The Group has allocated the goodwill to the business
of provision of media management and consultancy services
carrying on by Fadara Limited, being considered as a cash-
generating unit (“CGU"), that is expected to enhance the
Group's revenue base.

The recoverable amount of the aforesaid CGU is assessed basing
on a value in use calculation using cash flow projections based
on financial budgets covering a five-year period approved by
senior management. The discount rate applied to the cash flow
projections is 8% per annum. Cash flows beyond that five-year
period have been extrapolated at a steady growth rate of 15%
per annum.

DEPOSIT PAID FOR PURCHASE OF INVESTMENT
PROPERTY

16. BHE (@)
PR Ty sk 3% — M B A BlFadara Limited 2 %
BEMHmES - FFEHNME30 - ~EEE D
BC P2 FFadara Limited Tt BIR I IFEEEIE &
AR RIS 2 5% (WA ATEHRA RS NS B R
Bz BReEESBM([REEELEM])) -

bR eELEGZTRESBEIRBEERR
SREREMIERFRN  MBREERER
ReRnEBAZEMPEEZFEEMGR - B
SRETEZ R FER8% © HBiBZLAFHIMH
ZREREBCRBEFERERIS%EER -

17. BEREYEZEMATE

The Group
rEH
2008 2007
—BENF —ETTAF
HK$'000 HK$'000
FER FHET
Deposit paid for acquisition of RREAREMEEE
investment property in the KEYE BN -
People’s Republic of China:
At beginning of the year REH] 13,371 -
Additions NE - 13,371
Recognition as cost of RIS E Y ZER AN (13,371) -
investment property
At end of the year RELR - 13,371

The deposit was paid pursuant to a sale and purchase
agreement for the acquisition of an investment property as
mentioned in note 15.
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18.

19.

INVESTMENTS IN SUBSIDIARIES 18. RMIBARZIRE

The Company

RATF
2008 2007
—EENF —ERLF
HK$'000 HK$'000

FHExT FBT
Unlisted shares, at cost JEETHRRD - AR E 1 1
Impairment losses recognised EERREEE (1) M

Details of principal subsidiaries as at 30 June 2008, which
materially affected the Group’s results or net assets, are set out
in note 38.

AMOUNTS DUE FROM SUBSIDIARIES

REBENFRA=THEARBEELEE
FEAEATEZEEME R RIFIEHIIH M
38 -

19. EWHEQRRE

The Company

E VNS

2008 2007

—EENF —ETLF

HK$°000 HK$'000

FTHET FAT

Amounts due from subsidiaries FE U B B A B3R IE 256,690 183,627
Accumulated impairment losses: REHREEE -

At beginning of the year ==9)! (130,920) (134,045)

Provision for the year AN E (61,866) -

Write-back for the year N4 S R[] - 3,125

Write-off upon waiver of debts A (E RS I EE 28,784 -

At end of the year FR (164,002) (130,920)

Net carrying amount SR FAE 92,688 52,707

The amounts are unsecured and non-interest bearing. The FHETAREEMRLER - KARAREENESE

Company has no intention to demand repayment within 1 year A —FRESER - A& IESELIER

after the balance sheet date and the amounts are therefore
classified as non-current assets.
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20.

21.

76

PROPERTIES HELD FOR SALE 20. HEHEWX
The Group
EE
2008 2007
—EENF ZETLF
HK$'000 HK$'000
FERT FHET
Properties in the People’s Republic of i A R AT EHEH S
China held for sale 5,278 9,586
TRADE AND OTHER RECEIVABLES 21. BNERRHEMENRE
The Group The Company
iy 3| AT
2008 2007 2008 2007
—EENFE _—TTLF ZZTENE TTLF
HK$'000 HK$'000 HK$'000 HK$'000
FHET FAT FET FAT
Trade receivables JEW S 5,125 87 - -
Other receivables, deposits HipbEWFIE « e KB FIE
and prepayments 22,789 2,945 415 304
27,914 3,032 415 304
The aging analysis of trade receivables is as follows:— JEWEFERE DT -
The Group The Company
i 3| AT
2008 2007 2008 2007
—EENE C—TTHF ZBBNF CTTLF
HK$'000 HK$'000 HK$'000 HK$'000
FERT FHT THET TAT
0 - 3 months 0—3f8A 5,125 87 = -
Over 3 months BiE3fEA = - = -
5,125 87 - -
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22. CASH AND BANK DEPOSITS
Cash and bank deposits comprise cash held by the Group and
short-term bank deposits with an original maturity of three
months or less.

22. BERBTHEE

REPRITEFREAEERSEZRERRE
HIR MR = A 2 R HERITIF K

23. TRADE AND OTHER PAYABLES 23. ENAERRHMENRIE
The Group The Company
rER b /NG|
2008 2007 2008 2007
—EENFE C—TTLHF —EENE ZERELF
HK$'000 HK$'000 HK$'000 HK$'000
FTHERT FHIT FEx FHL
Other payables, deposits HMEMZUE - Re Rk
and accruals JEEHFUIB 41,926 4,563 3,076 2,978
Amount due for payment: BIHARE (3R -
Within 1 year —FR 41,926 4,563 3,076 2,978
After 1 year — 1% = - - _
41,926 4,563 3,076 2,978
24. BORROWINGS 24. fBE&
The Group The Company
EH b NN
2008 2007 2008 2007
—EENE 2T F —EENE —RELF
HK$'000 HK$'000 HK$'000 HK$'000
FTAET FExT FHET FET
Secured loans BERER - 13,371 - -
Unsecured loans EITLAER 1,523 17,057 1,523 1,523
1,523 30,428 1,523 1,523
Amount due for payment: B RUR -
Within 1 year —FR 1,523 17,057 1,523 1,523
After 1 year but within 5 years —E#FERER - 13,371 = -
1,523 30,428 1,523 1,523
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24. BORROWINGS (cont'd)

25.

78

The loans, which bear interest at prevailing market rates, are
borrowings from individual third parties. Loans amounting to
approximately HK$13,371,000 as at 30 June 2007, which were
secured by the shares of a subsidiary, It IR B EREAR A
FRAE] (“dbFFEN"), and the interest in an investment property
to be acquired by JER3EA, had been fully settled during the
year ended 30 June 2008.

DEFERRED TAX

The Group

The major deferred tax liabilities recognised by the Group and
movements thereon during the current and previous years are
summarised below:—

24,

25.

BEE (&)

EEFRTRBITTSMNEGTE - RREBL
FEZFZER - RZEELFA=ZTHBH
#713,371,0008 L2 B+ Ty LAMT B 2 &R
KB EERBEMARAR(TdERXA]) 2%
MARBIEFRANITE —BIREME 2w E
BR EREBEZZZEN\FRA=THLFE
BEUEE -

EEDE

FEE
AEENAFERBEFREZCHATERE
MBEEERESESHHAMT

Change in
fair value of
investment
property
REME
DNESD
HK$'000
FHT
At 1 July 2006 RZEZERFLA—-H -
Charge to income statement RERARKEE
for the year -
At 30 June 2007 and 1 July 2007 RZBZLFAA=THR
—Z2Z+F+A-R -
Charge to income statement RENMBRE R
for the year (1,822)
At 30 June 2008 R-ZZENEAA=tH (1.822)
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25.

DEFERRED TAX (cont'd)

The Group (cont’d)

The deferred tax assets/(liabilities) which have not been
recognised by the Group due to insignificant temporary
difference on accelerated tax depreciation and unpredictability

25. JEFEBIE(4)
7 2 8 ()

BRI ENIREAN IR AT BTN Z5E
VAR A TROR) B &5 AU RIR A B AR TR RS 18
WAEBY RBEREEREEE (AF) - I

of future profit streams to utilise the tax losses, are analysed as ST
follows:—
Difference in
depreciation
and tax
depreciation
allowances Tax
EEZER losses Total
BRI ERE HIEEE &5t
HK$'000 HK$'000 HK$'000
TFHT FAT FAT
At 30 June 2008 R-ZZBENFXA=TH (63) 17,408 17,345
At 30 June 2007 R-EZ+EF,A=+H (31) 12,271 12,240

The Company

No deferred tax assets and liabilities have been recognised by
the Company due to insignificant temporary difference on
accelerated tax depreciation and unpredictability of future profit
stream to utilise the tax losses.

The unrecognised deferred tax assets/(liabilities) of the Company
are analysed as follows:—

NN

BRI E N IRERN IR AT E TR E5E
VAR S8R TROR) B &8 A RIR A B R AR B 18
BARBLARERREEHAEENALE -

ARTLARR L ELHEAE, (A1E) A

L

Difference in
depreciation

and tax
depreciation
allowances Tax
FEZER losses Total
BETERE BIEEE &t
HK$'000 HK$'000 HK$'000
FET FHT FHBT
At 30 June 2008 R=-ZBENFAA=1+H 1) 8,847 8,846
At 30 June 2007 RZEZ+FA=1H (2) 2,803 2,801
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26. SHARE CAPITAL 26. B
Number of
ordinary shares Amount
ZEREA ot
'000 HK$'000
Fi FAT
Authorised: SEE
At 1 July 2006, 30 June 2007 and R-ZEFLA—B  —TTLF
1 July 2007 - Shares of HK$0.2 each NA=ZTER-ET+FELA—R
SRMEE.2BTHIRG 4,000,000 800,000
Consolidation of shares pursuant to R A EBE ARG (52 (@)

a capital reorganisation (note (a)) (3,960,000) -
Shares of HK$20 each BREE208 TR 40,000 800,000
Reduction of capital pursuant to BIERAEEEIRRE (HiEaE)

a capital reorganisation (note (a)) - (799,600)
Shares of HK$0.01 each FREE.0O1B TR 40,000 400
Increase of authorised capital pursuant to RIEAR AN E 40 IE h1)E E AR AN

a capital reorganisation (note (a)) (H1it(a)) 19,960,000 199,600
At 30 June 2008 R-ZENFENA=1+H:

— Shares of HK$0.01 each FIEE0.01B TR, 20,000,000 200,000
Issued and fully paid: BEBITRER
At 1 July 2006, 30 June 2007 and RIBERELA—H —TELHF

1 July 2007 - Shares of HK$0.2 each NAZTHR=ZZZELFtA—RH:

HRREE.2B MRS, 2,867,500 573,500
Consolidation of shares pursuant to RN ELR A FRD

a capital reorganisation (note (a)) (H1it(a) (2,838,825) -
Shares of HK$20 each B EE208 TR 28,675 573,500
Reduction of capital pursuant to RIERAREARE RN (@)

a capital reorganisation (note (a)) - (573,213)
Shares of HK$0.01 each BREEC.0IE ARG, 28,675 287
Shares issued pursuant to REBEARBERITZRG (H30)

an open offer (note (b)) 860,250 8,602
Shares issued pursuant to an BEZHEARREITZRG (b))

arranger agreement (note (b)) 44,000 440
Shares issued for acquisition of BT —BMB AR 2k (Hac)

a subsidiary (note () 36,360 364
Shares issued pursuant to RERESHERITZRG (Hi@)

a placing agreement (note (d)) 80,000 800
At 30 June 2008 R-ZZNEXA=1H:

— Shares of HK$0.01 each BRREE0.01VATHRG 1,049,285 10,493

80
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26. SHARE CAPITAL (cont'd)

Notes.—

27.

(a)

On 31 July 2007, the Company executed a capital reorganisation to (i)
consolidate every 100 issued and unissued shares of HK$0.2 each into
one consolidated share of HK$20 each in the capital of the Company;
(i) cancel capital paid up to the extent of HK$19.99 per consolidated
share in issue and to reduce the nominal value of all consolidated
shares to HK$0.01 per share; and (iii) increase the authorised share
capital, after reduction, from HK$400,000 to HK$200,000,000 by the
creation of 19,960,000,000 new shares of HK$0.01 each.

On 5 October 2007 and 23 November 2007, 860,250,000 and
44,000,000 new shares of HK$0.01 each were issued at HK$0.12
per share pursuant to an open offer and an arranger agreement
respectively.

On 28 January 2008, 36,360,000 shares new shares of HK$0.01
each were issued as part of the consideration for the acquisition of
a subsidiary. Fadara Limited, as mentioned in note 30. The value of
those 36,360,000 shares issued was determined by reference to the
published price of each share of HK$0.63 at the date of issue.

On 28 April 2008, 80,000,000 new shares of HK$0.01 each were
issued at the placing price of HK$0.20 per placing share pursuant to a
placing agreement entered into by the Company with a placing agent
for the purpose of obtaining general working capital for the Group.

RESERVES

(a)

The Group

The amounts of the Group's reserves and the movements
during the years ended 30 June 2007 and 2008 are
presented in the Consolidated Statement of Changes in
Equity on page 30.

26.

27.

e NE )
@ HR-BTLELAS+—R AATRGELE

(a)

TRPIMEBEEERAT

A () BEI1I00RAAFEFHITRARETERE
BB THRGA M AT REE 208 THE O
B&17 5 (VS BREEITA RN KB MR F
19.997%8 T8 « W B FTE A R BEERE
FHR0.018 T ¢ K (i) #5378 19,960,000,000 % & ix
EE0.01B TN - BE BN EERAR
400,000/ 7T 3 Z200,000,00077T

RZZEZE+LFET+ARAR=ZZZTLFE+—A
Z+=B  BEAFAEERRFEABZEAE
fi% 0.12 % 7T #) 8 & 5 5l % 17 860,250,000 fx &
44,000,000 FAREE0.01/8 TTEVFTARD -

RZZZN\F—A=+/\B - #4736,360,000%
EREEOIBTZHRG - ERKE —MHE
A F]Fadara Limited (ZnH{3E30F7E) 2 S DR (E ©
25 B #17H36,360,000 8 (0 2 BETIZER
BITAERBRGN 2B AHER0.63BITEE -

RZZEZNFOA=Z+N\H @ REAQ G HEER
ERERASEEEN—REELESMAI L 2B
Ea  REREERHK0.208 T BREEET
80,000,000 FAREEO0.01 87T 2 ¥ k(5 °

FEME
FEBERBEREEZE_ZETLFR-ZEN
FRA=ZTBRLEFEZERNEHHNE
A ZIARRERK -
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27. RESERVES (cont'd)
The amounts of the Company’s reserves and the
movements during the years ended 30 June 2007 and

(b)

(9]

82

2008 are presented below:—

27. REE@E)
ARRIEBRBE-SS+ER-TTN
EXNA=THIFE SEREHIIM

(b)

T

Share-based

payment
Share reserve Accumulated
premium RGP HER losses Total
BRORE ARzEE RitE#R &t
HK$'000 HK$'000 HK$'000 HK$'000
FHAT FHT FAT TAT

At 1 July 2006 RZBZRF+H—H 103,257 - (625,208) (521,951)
Loss for the year ANEEFEE - - (2,897) (2,897)
At 30 June 2007 and RZZZTEFAA=+TAR

1 July 2007 “TZ+F+A—H 103,257 - (628,105) (524,848)
Loss for the year KEEFER - - (118,149) (118,149)
Recognition of equity-settled RAREEE RN &

share-based payments Et 7 308 - 21,386 - 21,386
Reduction of capital pursuant RIEE RS 7 AR

to a capital reorganisation 573,213 - - 573,213
Shares issued pursuant to BEARABRERTZRG

an open offer 87,574 - - 87,574
Shares issued pursuant to RELHEABEET RN

an arranger agreement 4,479 - - 4,479
Shares issued pursuant to RIER ST 275

a placing agreement 15,200 - - 15,200
Shares issued for acquisition BT —REINB AR 2

of a subsidiary (beu) 22,543 - - 22,543
Cost attributable to issue of BITHR D 2 R

new shares (320) - - (320)
At 30 June 2008 R=-ZEZENFAA=1+H 805,946 21,386 (746,254) 81,078
Nature and purpose of the reserves are explained below:— (0 MEEZHEBEREMHINDAT :

Share premium

Share premium represents premium arising from the issue
of shares at a price in excess of their par value per share
and is not distributable but may be applied in paying
up unissued shares of the Company to be issued to the
shareholders of the Company as fully paid bonus shares
or in providing for the premiums payable on repurchase

of shares.
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27. RESERVES (cont'd) 27. FEE@)

() Nature and purpose of the reserves are explained below:—
(cont'd)
Share-based payment reserve
The share-based payment reserve represents the fair value
of the number of unexercised share options granted to
employees and consultants of the Group recognised in
accordance with the accounting policy adopted for equity-
settled share-based payments in note 3(t)(i).

Exchange reserve

The exchange reserve comprises all foreign exchange
differences arising from the translation of the financial
statements of foreign operations. The reserve is dealt with
in accordance with the accounting policies set out in note
3()-

28. CAPITAL DISCLOSURE

The Group's objectives when managing capital are:—

(i)  to safeguard the entity’s ability to continue as a going
concern, so that it can continue to provide returns for
shareholders and benefits for other stakeholders; and

(i) to provide an adequate return to shareholders.

The Group manages the capital structure and makes
adjustments to it in the light of changes in economic conditions
and the risk characteristics of the underlying assets. In order to
maintain or adjust the capital structure, the Group may adjust
the amount of dividends paid to shareholders, return capital to
shareholders, issue new shares, or sell assets to reduce debt.
No changes were made in the objectives, policies and processes
during the years ended 30 June 2007 and 2008.

The Group monitors capital on the basis of gearing ratio, which
is calculated as total borrowings over total assets. The Group'’s
strategy is to maintain the gearing ratio at an appropriate level.
The gearing ratio as at 30 June 2008 was 1% (2007: 100%).

28.

TRPIMEBEEERAT

(0 RFEZUEEBREMEIIWT : (&)

LRG RER 2Rz B

PARAD B ER 2 SR R R BN T
3(t) (i) Pir Bk it 4 2 4 SR DA BUST SRR A 2
FERTBR - RRTAEERE RERZ
RITEBRERE 2 A FEE -

B R

P& X R E R IEFTA EIE XSO E R B 7 3R
RFTEEZFEERZ5E - FERENTE
3()FTE 2 BT BRI o

EXRE
REFERNEREAZBRRS

() WEROCEMITE N  MEREIH
HABCRIR G O R A T2 AR E A
i R

(i) MERERFTEDR -

AEERBEE G ES MARBEEZRRE
HEREARBRHELRAE - SEFHH
BREARE  AEEAEARARRABRE
ZEE - MBRREER - BITHR - HBE
BENREEE BE_ZTHER-TIN
FRA=ZTHLEFE XERBFR  BERE

AEBBREEABLR(BEBRNBEE)AE
HEIRBRN c REB R AR EEARBL
EREBEZKFE - RZEZNFNA=ZTHZ
BEBGBHEAI%(ZEZLE : 100%) °
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29.

84

SHARE OPTIONS

Share option scheme adopted in 1999

On 19 July 1999, a share option scheme was adopted by the
Company (the “1999 Share Option Scheme”), pursuant to
which the board of directors of the Company may grant options
to any directors, officers or employees of the Company or of
any of its subsidiaries to subscribe for shares in the Company
at any price which is not less than the nominal value of the
shares nor 80% of the average closing price of the shares of
the Company on the Stock Exchange for the 5 trading days
immediately preceding the date of the grant of the options. The
maximum number of shares in respect of which options may be
granted under the 1999 Scheme shall not exceed 10% of the
issued share capital of the Company from time to time.

Share option scheme adopted in 2002

On 25 July 2002, the share option scheme adopted by the
Company on 19 July 1999 was terminated and replaced by a
new share option scheme (the “2002 Share Option Scheme”)
pursuant to an ordinary resolution passed at an extraordinary
general meeting of the Company held on the same day. In
accordance with the 2002 Share Option Scheme, the board of
directors of the Company may grant options to any employees,
directors, shareholders, suppliers, customers of the Group
and any other person or company who has contributed or
may contribute to the development and growth of the Group
to subscribe for shares in the Company at any price which
is at least the highest of (i) the closing price of the shares of
the Company on the date of the grant of the options; (ii) the
average closing price of the shares of the Company on the
Stock Exchange for the 5 trading days immediately preceding
the date of the grant of the options; and (iii) the nominal value
of the shares of the Company. The maximum number of shares
in respect of which options may be granted under the 2002
Share Option Scheme shall not exceed 10% of the shares in
issue as at the adoption date of the 2002 Share Option Scheme
or the date of approval by the shareholders in general meeting
where the limit is refreshed. The total number of shares issued
and to be issued upon exercise of the options granted to each
eligible person under the 2002 Share Option Scheme in any
twelve months period must not exceed 1% of the shares in issue
at the date of such grant unless approved by the shareholders
in general meeting.
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29.

SHARE OPTIONS (cont'd)

29. BREm@m

Details of the Company’s share options granted are as follows:— ARREHEABEIEFBOT -
1999 Share Option Scheme — A R B
Number of
Date of grant Exercise period share options granted Exercise price
BRHBEH T8 RHBRERR TEEE
(Note (a))
(Hit@)
HK$
BT
3 July 2001 3 July 2001-2 July 2011 1,652,750 20.00
“EE-FtA=H “ZZ-FtA=HE
“T—%tA-H
24 May 2002 24 May 2002-23 May 2012 920,250 20.20
“TE-FRA-TOA “ZT_FRAZTWAE
—E-_FRA-T=H
2002 Share Option Scheme ZEECFERETE
Number of
Date of grant Exercise period Share options granted Exercise price Fair value at grant date
BRHBEH T8 RHBRERR THEfE REHBHZATE
HK$ HK$
BT BT
29 November 2007 29 November 2007-28 November 2017 53,312,700 0.64 0.64
“ERLF “ERHET-AZTARZE
+—RAZ+hA I B I AN
27 June 2008 27 June 2008-26 June 2018 35,500,000 0.64 0.44
—EEN\E “ET)\EXAZTtAZE
ANAZTEH —Z-\FXAZTXA

Analysis of the number of share options granted by categories
of grantees is as follows:—

AR AR REOBRESE ST

Number of shares granted on

RT5 SR ZRAEE

3 July 24 May 29 November 27 June
2001 2002 2007 2008
—B22-F —BBCF —EELE —EENE
+HA=H EFA=+WA +—-BA=tAhH ARAZ=tT+tH

(Note (a)) (Note (a))

Grantee AFEA (Hiita@) (HiiHa)
Directors R 55,000 506,700 5,400,000 -
Employees == 1,597,750 413,550 8,850,000 4,530,000
Consultants AR - - 39,062,700 30,970,000
1,652,750 920,250 53,312,700 35,500,000
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29. SHARE OPTIONS (cont'd)

86

Details of the share options outstanding during the year are as

follows:—

29. BREm@m)

FARRTEBREZFBNT

2008 2007

—EENE TETLF

(Note (a))

(Hzt(a)
Weighted Weighted
average average
Number of exercise price Number of  exercise price
share options hi#E  share options e
BREHE TUTEE  BREHRE T9TEE
HK$ HK$
BT BT
Outstanding at the beginning of the year RAFHAITHE - - 259,350 20.20
Granted during the year FARL 88,812,700 0.64 - -
Cancelled during the year FNTH - = (259,350) 20.20
Outstanding at the end of the year RERBRITE 88,812,700 0.64 - -
Exercisable at the end of the year RELATITE 88,812,700 0.64 - -

The options outstanding at the end of the year have a weighted
average remaining contractual life of 9.6 years (2007:Nil) and
exercise price of HK$0.64 (2007:Nil). During the year ended 30
June 2008, options were granted on 29 November 2007 and
27 June 2008. The estimated fair values of the options on those
dates are HK$15,688,219 and HK$5,697,750 respectively. No

options were granted in the year ended 30 June 2007.

Notes:

(@) The number of share options and exercise price are adjusted to reflect (a)
the consolidation of 100 shares into 1 share effected on 4 October

2007.
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29. SHARE OPTIONS (cont'd)

(b) The closing prices of the Company’s shares immediately before the
dates of grant on 29 November 2007 was HK$0.64 and on 27 June

2008 was HK$0.44.

() The Company has used the Binominal option pricing model (“the
Model”) to value the share options granted during the year. The
value of an option varies with different variable of certain subjective
assumptions. Any change in the variables as adopted may materially
offset the estimation of the fair value of an option. For the year
ended 30 June 2008, 53,312,700 shares options were granted on 29
November 2007, and 35,500,000 shares options were granted on 27

June 2008.

The inputs into the Model were as follows:—

29. BREm@m

() EBEER-_ZETLF+-A-TARRZZEZENER
AZ+ERELRHAARE RO KT ED 5

R0.64BTTR044ETT °

©  AATRA-EABRETEER(EEER])
S AP S T AR (0 - BB
RS T EBEROSBTRMBE - R
MEEEHAEHBREATENGHEEAE
WEM - HE-TTNFAASTALER - 1
SETLEH-ASHABR-ETNFASA
— -+t B AR H53,312,70015 & 35,500,000 3

FERRE -
EEENERNEENT

Share options

Share options

granted on granted on

29 November 2007 27 June 2008

—BTLF —BEN\F

+—A=+hH AAZ=T+tA

RENERE R HBERE

Closing price on the date of grant B A BT E HK$0.64 HK$0.44
0.6438 7T 04438 7T

Expected volatility 131.31% 163.95%
Risk free rate 3.28% 3.56%
Expected dividend yield 0% 0%
Estimated fair value HK$15,688,219 HK$5,697,750
15,688,219 7T 5,697,7507%7T

Expected volatility was determined by calculating the historical volatility of
the Company’s share price over the previous 260 trading days.

30. ACQUISITION OF A SUBSIDIARY
On 28 January 2008, the Group acquired 100% of the issued
share capital of Fadara Limited by the issue of 36,360,000
shares of the Company as consideration. Fadara Limited
was engaged in the provision of media management and

consultancy services.

TEHR I8 A B = 260185 5 B AR AR BEARMIBEEE ©

30. WE—REMEBATR

RZZEENF—A=Z+NA KEBRKRE
Fadara Limited 2 882 BT IR A& + A E1T
36,360,000 & & 2~ R 15 1 /KB - Fadara
Limited e 1252 E 18 R AR AR TS o
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30. ACQUISITION OF A SUBSIDIARY (cont'd)

The fair value of the identifiable assets and liabilities of Fadara
Limited at 28 January 2008 (date of acquisition), which has
no significant difference from its carrying amount, and the
goodwill arisen from the acquisition, which is accounted for as
a business combination in accordance with “HKFRS 3 Business

Combinations”, are as follows:—

Identifiable assets and liabilities acquired:—

30. WeEE — R L R (@)
Fadara Limited A =ZZN\F— A=+ N\ B (K
AR #REERABEZ AFEEEKAEBEL
mEAER - MRS (RIEI BB 53HRE %8
BIREBAIF INEBEHAIRNINRITEEY
[EELENE

AEREERBEFE

HK$’000

FET

Cash and bank deposit Re RIBITER 1
Trade and other payables B 5 kEAFERFRIE (17)
(16)

Goodwill (note (a)) BEE(HiE(a)) 22,923
Total cost of business combination (note (b)) ¥EBA AR (HTZE®)) 22,907
Net cash inflow arising on business combination: EREHEEZRESRAFE -

Cash and bank deposit HWE RBITER 1

Notes:

88

The goodwill arising on the acquisition of Fadara Limited is
attributable to the anticipated profitability of the operations of Fadara
Limited and the anticipated future operating synergies from the
business combination.

Total cost of business combination represented the fair value of the
36,360,000 shares, which were issued to satisfy the consideration
for the acquisition, determined by reference to the published price of
each share of HK$0.63 at the date of issue in exchange for the shares
acquired as follows:

Bt -

(a)

1 % Fadara Limited F E 4 2 792 7Y (8 74 Fadara
Limited 238 2 AR S R R K B EB A2 TEH
RIRE B R AR EFTE -

¥BAMBRAEAINKBEREMET
36,360,000 10 2 AFE - ZEFEHELER
1T BIRERFT IR BE 2 B (n 2 SRR AR 15 $R 1B 0.6375
TERE °

HK$'000
FHET

Agreed consideration, calculated at an HENRE » LBETEER0.558TTE
issue price of HK$0.55 per share 19,998
Fair value adjustment AP ERAR 2,909
22,907

The vendor of Fadara Limited warranted and guaranteed that the
income or turnover from a management contract since 28 January
2008 to 31 December 2008, extendable to 31 March 2009 upon
consent by the Group, shall not be less than RMB13,000,000.

Fadara Limited contributed turnover of approximately HK$5,694,000
and profit before tax of approximately HK$5,102,000 to the Group
from the date of business combination to 30 June 2008.

The Group's total turnover for the year and loss for the year would
have no material changes if the acquisition had been completed
on 1 July 2007 because Fadara Limited did not have significant
operations during the period immediately before the date of business
combination since 1 July 2007.
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31. CONTINGENT LIABILITIES
At the balance sheet date, the Group and the Company had
contingent liabilities as follows:—

31. FAREE
REER  AEBRAATGUTHAARE

The Group The Company
P-4 | AT
2008 2007 2008 2007
—EENE —TTLHFE C—BENE _—TTLF
HK$'000 HK$'000 HK$'000 HK$'000
FHET FAT FHERT FHET
(@  Possible claims arising from:  (a) ﬁ%ﬁ UTERZ
Guarantee related to a former PIBEARE :
related company B ﬁﬁ? "TZHZ*W% 5,000 5,000 5,000 5,000
Indemnity related to a former B@ENNEA
subsidiary (note 36(b)) MERE 6%nf36ﬂ») 7,000 5,800 7,000 5,800
12,000 10,800 12,000 10,800

(b)  The Hong Kong Inland Revenue Department had carried
out a review in respect of the deductibility of management
fees paid by a subsidiary, First Union Limited (“First
Union"”), to the Company during the years of assessment
2000/01 to 2004/05 in the sum of HK$30,247,000 and
was of the opinion that the management fees paid were
excessive. First Union was asked to propose a basis for
adding back excessive management fees and adjust the
tax computations.

No provision had been made in the financial statements
for the year ended 30 June 2007 as the directors of First
Union were contesting the Hong Kong Inland Revenue
Department’s opinion and the result could not be
reasonably estimated.

The review was finalised by the Hong Kong Inland
Revenue Department during the year ended 30 June
2008 according to a proposal submitted by First Union,
resulting in a balance of Hong Kong profits tax payable of
approximately HK$1,997,000 charged as shown in note 8.

by BEAREREEEMNBARIZHERA
A([EH R _TTT /T—E-ZZT
N/ ERIARFERNARRZINAE
30,247,000 8 T EBER GBI - I
REENEEEERE - SBHESIEH
NEBEsERE  WARTHZHAES
e

HREMZESIREARBRZERLE
T BRIBRAEMATTEAER 81
BE_ZTLFRNAZTHILEFEMBR
KA AR AT -

EERERERBE_STN\FAA=T
BEFEARBSHREI ZEZTHE
B - BN TR B S F
B Fi491,997,0008 7T °
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32. COMMITMENTS 32. &g
(a) Capital commitments (a) EFERIE
At the balance sheet date, the capital commitment REER » EMERERALRIRTEEZ
outstanding not provided for in the financial statements RPNEFEAASEWT ¢
are as follows:—
The Group The Company
iy 4] Fi NG|
2008 2007 2008 2007
—EENE "TTLF ZEENFE C"TTLHF
HK$'000 HK$'000 HK$'000 HK$'000
THERr FET FTEx FAET
Acquisition of Wi B M
investment property - 59,334 - -
(b) Operating lease commitments (b) EEHENRIE
At the balance sheet date, the total future minimum lease REE B - BB A BUEGE SRR R
payments under non-cancelable operating leases are as BNz RERSLENAT : —
follows:—
The Group The Company
r5E NG|
2008 2007 2008 2007
—EENE "TTLF ZBENFE C"TTLHF
HK$'000 HK$'000 HK$'000 HK$'000
TERr FET FTEx FAET
Properties: M
Within 1 year —FR 2,673 552 991 300
After 1 year but —FRERFA
within 5 years 1,017 - 578 -
3,690 552 1,569 300
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33. EVENTS AFTER THE BALANCE SHEET DATE

(a)

Acquisition of subsidiaries

On 25 September 2008, the Group acquired the entire
issued share capital of L&L Partners’ Limited ("L&L
Partners'”), a company incorporated in the British Virgin
Islands, who holds the entire share capital of Shanghai
Winmedia Advertising Media Company Limited (“Shanghai
Winmedia"”), an enterprise established in the PRC.
L&L Partners’ and Shanghai Winmedia are engaged in the
provision of outdoor media advertising services.

The consideration for the acquisition of HK$240,000,000
was satisfied by (i) the allotment and issue of 250,000,000
new shares of the Company, credited as fully paid, in the
sum of HK$200,000,000; and (i) the issue of convertible
bonds, carrying no interest for a term of 5 years at a
conversion price of HK$0.8 for each new share of the
Company, in the principal amount HK$40,000,000.
Details of the acquisition are set out in a circular issued by
the Company on 23 May 2008.

Since the acquisition was completed on 25 September
2008, there is not sufficient time for the management
of the Company to prepare consolidated financial
statements of L&L Partners' and Shanghai Winmedia (the
“L&L Group”) in accordance with HKFRSs for business
combination purposes. According to the management
accounts of L&L Partners’, prepared in accordance with the
accounting principles applicable in Hong Kong, and the
management accounts of Shanghai Winmedia, prepared
in accordance with the accounting principles applicable in
the PRC, the estimated net asset value of the L&L Group
as at 30 September 2008 amounted to approximately
HK$8,225,000. The cost of business combination is
determined at HK$97,500,000, which is the sum of (i) the
shares issued for the acquisition, based on the published
closing price of the Company'’s shares at the date of issue
of HK$0.23 per share, valued at HK$57,500,000; and (ii)
the face value of the convertible bonds of HK$40,000,000
issued for the acquisition, The goodwill arising on business
combination at the best estimation of the directors is
approximately HK$89,275,000. The estimated net asset
value and goodwill are subject to adjustments for fair
value measurement of the identifiable net assets acquired
and for the adoption of HKFRSs.

33.

REBERER

(a)

TRPIMEBEEERAT

WEEH B AR
RZZEZENFANA-THAB  AEEWE
L&L Partners' Limited ([ L&L Partners' )2
2EE /TR » L&L Partners' BRHE
BRRESHMK 2 ERAT  BELE
BHESEEERAF( LEHRM)ZzE
BOARA o EmMARPBIKI 2% -
L&L Partners' AN B8R A EIRE S H1
B EE RS -

Y B 2 £ {8 240,000,000;8 TTE B T 51177
A ¢ ()200,000,0005% 7T bA Bt 3 K2 3%
77250,000,000 0% &KX R A BRI A#UE #7
BAD A » Reii)BETT AR € 5840,000,000/%
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33.

34.

35.

92

EVENTS AFTER THE BALANCE SHEET DATE (cont'd)

(b) Change of name of the Company
On 4 July 2008, the English and Chinese names of the
Company was changed from eCyberChina Holdings
Limited Y EBEAR AR to China Outdoor Media
Group Limited Bl F5MEREE B AR QA

RETIREMENT BENEFIT SCHEMES

The Group operates a Mandatory Provident Fund Scheme (the
“"MPF Scheme”) for all qualifying employees in Hong Kong. The
assets of the MPF Scheme are held separately from those of the
Group, in funds under the control of an independent trustee.

Under the rules of the MPF Scheme, the employer and its
employees are each required to make contributions at HK$1,000
or 5% of the relevant payroll costs, whichever is the lower, to
the scheme. The only obligation of the Group with respect to
the MPF Scheme is to make the required contributions under
the scheme.

The employees of the Group's subsidiary in the People’s Republic
of China are members of a state-managed retirement benefit
scheme operated by the local government. The subsidiary is
required to contribute a specified percentage of payroll costs
to the retirement benefit scheme to fund the benefits. The only
obligation of the Group with respect to the retirement benefit
scheme is to make the specified contributions.

The total contributions payable to the retirement benefit
schemes by the Group at rates specified in the rules of the
schemes and charged to profit or loss for the year amounted to
approximately HK$66,000 (2007: HK$30,000).

RELATED PARTY TRANSACTIONS

Transactions between the Company and its subsidiaries, which
are related parties of the Company, have been eliminated on
consolidation and are not disclosed in this note.

Save as disclosed elsewhere in these financial statements, the
Group had no material transactions with other related parties
during both years.
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36. LITIGATION
The Group had the following material claims:—

(a)

In September 2004, a Writ of Summons was served on
the Company by an individual third party demanding
immediate repayment of borrowings of approximately
HK$1.6 million together with the interest thereon. As the
Company had never borrowed money from that individual
third party, the directors were of the opinion that the
Company had no obligation to pay the demanded
amount. In January 2005, an Amended Writ of Summons
was served on the Company by the lender of the Group
(the “2nd Plaintiff”) to clarify that the individual third
party acted as an agent of the 2nd Plaintiff. The directors
have instructed the lawyer of the Company to handle this
matter. The loan advanced by the 2nd Plaintiff has been
fully accrued in the financial statements and has not yet
been settled, as at 30 June 2008.

The Court has granted an order to adjourn sine die the
Plaintiffs" application to set down this case on 15 March
2006. That is to say, the Plaintiffs have temporarily
withheld the proceedings against the Company. This claim
has not been settled up to the date of approval of these
financial statements.
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36. LITIGATION (cont'd)

94

(b)

According to an agreement entered into by the Company,
two of its subsidiaries and two independent third parties
in February 2003, the Group had disposed of a subsidiary,
World Giant Limited (“World Giant”), a company
engaged in property investment in the People’s Republic
of China (“PRC"). In this connection, the Company has
undertaken to indemnify World Giant for, among others,
any increase in the liabilities of World Giant as a result
of any claim for taxation arising from any transactions
effected on or before the completion date of the above
disposal. In October 2004, World Giant received a
payment request from the PRC tax authority in respect of
PRC property taxes relating to the property held by World
Giant, including the late payment surcharge levied by the
tax authority, of which approximately RMB6.1 million was
related to transactions on or before the completion date.
The existing management of World Giant had indicated
to the directors that the amount in respect of transactions
on or before the completion date should be paid by the
Company. In February 2005, a Writ of Summons was
served on the Company demanding the payment of
approximately RMB6.1 million. However, such amounts
are covered by the amount accrued in the accounts of
World Giant at the time of disposal. Accordingly, in the
opinion of the directors and having obtained an opinion
from the Company’s lawyer, the Group or the Company
has no obligation to pay the above taxes. Because of the
uncertainty of the outcome of this matter, the amount
involved of approximately RMB6.1 million, equivalent to
approximately HK$7 million (2007: HK$5.8 million), has
been shown as contingent liabilities in note 31.

Since the Writ of Summons was served on the Company
in February 2005, the Company has not received further
claims from the Plaintiff up to the date of approval of
these financial statements.

China Outdoor Media Group Limited Annual Report 2008

36.

EiNE )

(b)

RIBEA AR - EMEHE A 78R E 8
FZEN_TT=F RN HE K
EERHERFEARKMB(HE]DREE
MEREZHNBRAREZHBRAR([E
=) Bt ARBIDARE 0 (HPeE)
Higpt bt R E K B Hisk 2 AT 2 R
SEEZ B BRARMEREZEE
ZAERBENRER/ELEE - R_TZTW
FTA - EIRERBETGKE BtiiEs
PG o PEIMER 2 Az -
BIEBBGE BB B EEEH g -
Hep#) ARH6,100,0007T Ty 5 52k B H3
RZAZRGMEU - FE 2 REERE
ERERXRT ST BEZAZRS
Bz FBEBARRAEMN - RZZTTH
FZRH - ERARARIELERSNK - Bk
S AREEG,100,0007T © AT » 5% %F
SREENHERET AESZRE 258
EEE - Bt - EFERAQEEMTR
B AEESARBWEE TN Dl
o BERAERTERETEZAR W
B R 49 AR #6,100,0007T * HEHEREL
7,000,000 7L ( ZEZ 4 : 5,800,000
PBIL) ZHRIBE RV RALAE

B

—TEREANRARE LRERA
- BENFVHRERELEZ AARE
BARERNAEMRE -



Notes to the Financial Statements
R F SR R GE

For the year ended 30 June 2008 EHZEZ—ZT/\FA=1HILFE

36.

37.

LITIGATION (cont'd)
(©0 A Notice of Intention to Proceed after a Year's Delay

dated 22 October 2007 was received by the Company in
respect of a Writ of Summons previously served on the
company in August 2004 by an independent consultancy
company for repayment of outstanding consultancy fees
in the amount of approximately HK$2.2 million together
with interest thereon. As that consultancy company
had never been formally appointed as a consultant of
the Company, the directors are of the opinion that the
Company has no obligations to pay the aforesaid amount
to that consultancy company. In fact, an independent
third party controlling that consultancy company had
provided certain consultancy services to the Company
during the relevant period. The directors had negotiated
with that independent third party who agreed to take up
the responsibility of settlement of the aforesaid amount
owing to that consultancy company and the related legal
costs. Therefore, the directors are of the opinion that no
provision need to be made in view of such circumstances.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group is exposed to a variety of financial risks, which include
currency risk, interest rate risk, credit risk and liquidity risk, arising
from its operating and investing activities in the normal course of
business. The Group’s major financial instruments, including trade
and other receivables, trade and other payables and borrowings,
are disclosed in respective notes.

Because of the simplicity of the financial structure and the
current operations of the Group, no major hedging activities are
undertaken by management. Management regularly manages
the financial risks of the Group as described below:—

(a) Currency risk

RMB is not freely convertible into foreign currencies. All
foreign exchange transactions involving RMB must take
place through the People’s Bank of China (“"PBOC")
or other institutions authorised to buy and sell foreign
exchange. The exchange rate adopted for foreign
exchange transactions are the rates of exchange quoted
by the PBOC that would be subject to a managed float
against an unspecified basket of currencies.
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37.

96

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (cont'd)

(a)

(b)

Currency risk (cont'd)

Foreign currency payments, including the remittance of
earnings outside the PRC, are subject to the availability of
foreign currency (which depends on the foreign currency
denominated earnings of the Group) or must be arranged
through the PBOC with government approval.

Majority of the revenue-generating operations of the
Group are transacted in RMB. The Group is exposed
to foreign currency risk on financing transactions
denominated in currencies other than RMB. Depreciation
or appreciation of the RMB against foreign currencies can
affect the Group’s results.

The Group currently does not have a foreign exchange
rate hedging policy in respect of commercial transactions
denominated in foreign currencies. However, the directors
monitor exchange rate exposure and will consider hedging
significant exchange rate exposure should the need arise.

Interest rate risk
The Group's interest risk arises primarily from its
borrowings and bank deposits.

Certain bank deposits bear interest at various rates quoted
by banks.

The Group'’s variable rate borrowings are exposed to a risk
of change in cash flows due to changes of interest rates.
The interest rates of the Group’s borrowings are disclosed
in note 24.

At 30 June 2008, it is estimated that there would not
be a significant effect on the Group's loss after tax and
accumulated losses on the anticipated changes in interest
rates, with all other variables hold constant.
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37. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (cont'd)

(0

(d)

Credit risk

The Group's credit risk is primarily attributable to its trade
and other receivables. In order to minimise credit risk,
management monitors the collection of receivables and
reviews the recoverable amount of each individual debt
regularly. In this regard, management considers that the
Group's exposure to credit risk is significantly reduced.

At the balance sheet date, the Group had concentration
of credit risk as approximately 39% (2007: 72%) of the
total trade and other receivables was due from 1 (2007:
Nil) major customer and 3 (2007: 1) major debtor(s).

Liquidity risk

The Group will consistently manage the liquidity
risk prudently and ensure that sufficient cash and
cash equivalents are maintained to meet its liquidity
requirements. The management monitors the utilisation
of borrowings as well as ensures compliance with loan
covenants, if any.
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38. PARTICULARS OF PRINCIPAL SUBSIDIARIES 38. FEMBARFE
Particulars of the principal subsidiaries of the Company at 30 RIZEZENFEXNA=Z+H ' ARARETERBR
June 2008 are as follows:— RIZFIBMT
Place of Issued and Attributable percentage
incorporation/ paid up capital/ Class of of shares held Principal
operation registed capital”  shares Directly Indirectly activities
BERIR EERA
R BHERE/ EBEE
EEHY dftRE  RHER Hi B TEER
First Union Limited Hong Kong HK$2 Ordinary 100% - Investment holding
EHARAT] Bk 2T Lk REER
Ultra Union Limited # Hong Kong HK$2 Ordinary - 100%  Inactive
(formerly known as Bk 2ETL Lk E:E i
World Joy Limited)
(FIREHBRAR)
Fadara Limited British Virgin Islands Us$100 Ordinary - 100%  Provision of media
KRRLES 100%7T gl management and
consultancy services
REFRERLER
a7
Konmate Investments Limited Hong Kong HK$2 Ordinary 100% - Investment holding
BXREBRAF BE 28T LEk REER
Konwide Development Limited ~ Hong Kong HK$2 Ordinary 100% - Inactive
ERERERAR BE 28T EBk TEX
Noble City (Asia) Limited Hong Kong HK$2 Ordinary 100% - Investment holding and
BE (TN) BRAR 55 25T LRk provision of
management services
RERRRIRMH
EBRH%
Welchem Development Hong Kong/ HK$2 Ordinary - 100%  Property investment
Limited The People’s Republic 28T LA mERE
ERBERARAA of China
B/ PEARANE
EREAREER The People’s Republic - HK$10,000,000"  Registered - 100%  Property investment
ERARAT of China 10,000,000 &AMk NERE
hEARENE
# Company name has been changed to China New Media Company Limited subsequent to 30 # AAEHE —ZEN\FRA=THEEEHART
June 2008 BB AR AR
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Particulars of the Group’s Major Properties
EREEZVMRZFER

Particulars of properties held by the Group as at 30 June 2008 are as AEBRZZTENFAAA=-+TABE2WEFBE

follows:— ™
1. INVESTMENT PROPERTY 1. REYHE
Location Type Lease term
i 25 =il THERH
No. 139, Ding Ku Xi Street Commercial (held for investment) ~ Medium Lease
Xin Cheng District R (FHERE) HEITHE
Hohhot City, Inner Mongolia
PRC
&
N & RS ™
Tk =
REEFR{E 13957
2.  PROPERTIES HELD FOR SALE 2. BHEHEZYE
Location Type Lease term
ih 25 =il HERH
Units 904, 905, 9/F Commercial (held for sale) Medium Lease
Shanghai Charity Plaza RIS (FHERE) HHITEE

No. 120 Puxi Road

Shanghai, PRC
FE LG

TR 12058

LBEEES

912904 - 905 %
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Summary of Financial Information

MEBRHEE

The summarised consolidated results, assets and liabilities of the
Group for the last five financial years, as extracted from the audited

consolidated financial statements of the Group, are set out below:—

RMEAREGAMBHRRZASEBERENBFE
ZEEEE  BEMABRLRANT

RESULTS E 35
For the year ended 30 June
BEXNA=tHLEE
2004 2005 2006 2007 2008
—EENF —EERF —TTRF —TTHF ZTBENE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAET FET FHET FET FET
Turnover - 6,445 3,600 43,337 11,224 15,811
Profit/(loss) attributable to AARERFEEA
equity holders of the Company FE(DER](F518) (5,213) 15,208 (23,995) (11,869)  (55,096)
ASSETS AND LIABILITIES EEREE
At 30 June
RAB=t+H
2004 2005 2006 2007 2008
“TENFE —TERF —TTRF —_TTLF —BENF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FAET FAT FET FET
Total assets BEEE 153,541 188,925 47,491 30,406 150,737
Total liabilities BEEE (137,470) (157,646) (40,207) (34,991) (46,585)
Net assets/(liabilities) BE/(alE)FE 16,071 31,279 7,284 (4,585) 104,152
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