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Chairman’s Statement

Dear Shareholders,

We are pleased to report that the Xpress Group has delivered
an impressive set of results for the year ended 31 March 2007.

The Company has changed its English and Chinese name from
“China Credit Holdings Limited # Bz E&£B AR A A", to
“Xpress Group Limited & & B F R A 7 ”. This coincides with
the Group’s core focus in travel and hospitality businesses and
our vision of becoming a leading travel and hospitality service
provider serving global communities.

FINANCIAL PERFORMANCE

The Group achieved historic highs in turnover of HK$689 million,
representing an increase of HK$244 million or 55% from the
corresponding period last year. Net profit amounted to
HK$40.1 million, compared to HK$53.1 million for 2006. Earnings
per share amountfed to HK 2.35 cents (2006: HK 3.27 cents).

BUSINESS REVIEW

Travel Division

The travel division operates through a number of subsidiaries
including:

. Anglo-French Travel Pte Ltd (*Anglo-French”), a Singapore
company which focuses on corporate travel for small and
medium enterprises, government statutory boards, MNCs
and global companies’ leisure travel. These include land
packages and tours, "MICE” (Meetings - Incentives -
Conventions - Exhibitions) and wholesale agent airline
ticketing businesses. Anglo-French ranked number 11
amongst 209 Billing and Settlement Plan Agenfts in
Singapore (source: IATA). This ranking includes corporate
ficketing, leisure, "MICE” and wholesale agents. During
the year, Anglo-French contributed HK$481 million to the
Group’s turnover.

o Nihon Kotfsu Travel Service Co. Ltd. ("Nikko"), a Japan
company 100% acquired in June 2006, was established
and granted a first class travel agent license in 1962. Since
then, Nikko has developed and extended its businesses
including corporate travel and both domestic and
overseas leisure travel. Nikko’s package tour is operated
under the brand name “Try Tour” which is widely
recognized as a wholesale market leader for packages
tfo Hong Kong, Okinawa and Korea.

In 2003, Nikko was incorporated as a 100% subsidiary of
Nihon Kotsu Co. Ltd. and started frading as Nikko Travel
Service Co. Ltd. It is now responsible for all fravel related
businesses formerly undertaken by Nihon Kotsu Co. Ltd.
and has offices in Tokyo and Osaka.
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Chairman’s Statement

Makino Air Travel Service Ltd (*Makino”), a Japan
company 52% acquired in March 2007, is a well
established travel agency in Sapporo City, Hokkaido,
Japan founded in 1961. It has over 700 corporate clients
from the private sector to official bodies including
government offices in Hokkaido. In addition fo corporate
clients service, its major leisure product is FIT golf package
under product brand name ‘M-GOLF" which is well known
at Hokkaido. Makino holds IATA and Tst category license
in Hokkaido.

Hotels and Hospitality Division

The hotel and hospitality division operates through a number
of subsidiaries including:

04

Sapporo Holdings Co. Ltd. ("Sapporo”), a Japan company
100% acquired in July 2006, was established on 8 March
2004 for the purpose of operating investments, inns and
hotels. Its principal asset is a hotel known as Hamilton
Hotel located in Chuo Ward, Sapporo City, Japan.

Hamilton Hotel is an eight-storey building erected over a
one-level basement. It comprises a toftal of 103
guestrooms of various types including a Japanese room,
a meeting room, a haircut saloon, a Japanese restaurant
and esthetic saloon. The total gross floor area of Hamilton
Hotel is approximately 3,209 square meters.

After the year end date, the Group further expand its
hotel portfolio by acquiring two hotel holdings companies,
Aizuya Co. Ltd (“Aizuya”) and Hotel Plaza Miyazaki Co.
Ltd.("Hotel Plaza Miyazaki”)

Hotel Plaza Miyazaki is located at Southern side of Japan
Kyushu Island, Miyazaki City is the second largest city on
Kyushu Island. It is one of the well-known hotels situated
at the center of city, 10 minutes from Miyazaki Station
along Oyodogawa riverside. The hotel has 164 rooms
provides full service including 15 different size banquet
rooms, 4 meeting rooms, a river view sky restaurant/
lounge, 2 Japanese restaurants, 1 karaoke room, 1 bar
and 1 lobby lounge. In addition, the hotel has a natural
hot spring spa facility with in and out door hot spring
bath, sauna and massage service open to staying guest
and day use visitor.

Aizuya is a traditional Japanese hot spring inn located at
Nasu, Tochigi prefecture, a famous mountain resort area
which is approximately 2 hours drive from Tokyo
downtown. It has fotal 22 rooms including 2 rooms with
hot spring open bath. It can accommodate ftotal over 60
guests at one time. Facilities include 2 large hot spring
baths, 2 private hot spring open baths for staying guest
exclusive use at charter base, 2 massage rooms serve
female clients only, 1 restaurant server dinner & breakfast
and 1 souvenir shop including Aizuya private label item
such as Sake, Soba (Japanese noodle) etc.
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Chairman’s Statement

Credit Card Division

The credit card business of the Group is operated through
Xpress Finance Limited (“Xpress Finance”). The economy was
robust in the past one year, coupled with steady employment
and consumer spending propelled the business environment
to improve. As a result, the credit card holders tend to repay
the outstanding retail spending and the Credit Card business
recorded a turnover of approximately HKS$7.8 million,
representing a mild increase of 1.3% from 2006.

As of October 2006, the name of Online Credit Card Limited
has been changed to Xpress Finance Limited to better
represent our consumer finance business and the Group’s
direction. During the year, Xpress Finance rolled out a series of
marketing initiatives and launched its i Xpress MasterCard
(www.ixpresscard.com), the first fully customisable MasterCard
in the Asia Pacific region. This new and innovative credit card
allows customers to design the whole card face and select
their preferred interest/cash rebate combination. Xpress
Finance received "The Most Innovative Online Program Launch
in 2006” award from MasterCard Worldwide in recognition of
the success of the i Xpress program. By using the customized
card platform, Xpress Finance issues the first customized
MasterCard gift card in Hong Kong - i Xpress Gift Card.

On the sales and marketing frontier, we continue to run proven
programs such as product installment and cash installment
plans, merchant joint promotions, and bonus point promotions,
cash rebate incentives and various other initiatives that
stimulate consumer spending.

SINGXPRESS LTD

As at 31 March 2007, the Group held 45.68% of SingXpress Ltd
(formerly known as Futuristic Group Ltd.) ("SingXpress”), a
Singapore listed associate of the Group.

On June 2006, SingXpress entered info an agreement to sell its
entire direct and indirect shareholding in the companies which
conduct all its store fixtures and interior fit-out business, all the
assets, rights and liabilities owed by SingXpress used in the
conduct of the future store business for a consideration of
US$1.25 million. Following that, SingXpress has developed its
new fravel businesses and intfends to leverage on the Group’s
expertise, to develop consumer finance and spending
products such as credit cards and loyalty cards.

RSI INTERNATIONAL SYSTEMS INC.

The Group holds approximately 19% in RSI Infernational Systems
Inc. ("RSI”), a dynamic public company head-quartered in
North Vancouver, British Columbia. RSI has been providing
computerized property management and reservation systems
to the hotel & resort industry since 1978. Today, satisfied
customers across North America and Europe are using ifs
proven web-based software solutions for virtually every type of
property and accommodation management application
including real-time online reservations capability.
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Chairman’s Statement

The Group is working with RSI to take advantage of its hotel
industry and information technology expertise fo complement
our travel and hotel related businesses.

NOVENA HOLDINGS LIMITED

The Group holds approximately 16% in Novena Holdings Limited
(“Novena”), a Singapore based listed company that is known
as a consumer lifestyle player in furniture and beauty products.
Its range of furniture, marketed under the brands Novena,
Modern Living, The White Collection, Natural Living, Castilla
Design, Castilla Modern, Castilla Premium, Art of Living and
Living Lifestyle, caters fo the needs of different consumer
lifestyles. Novena’s comprehensive range of beauty products
and services, typically beauty and personal care items, are
marketed under the household name of Beaute Spring. Over
the years, Novena has received numerous awards in
recognition of their superior business operations. These include
the prestigious Superbrands Award which recognizes some of
the world’s greatest brands and the Singapore Promising Brand
Award which recognizes SMEs which have shown outstanding
performance in brand communication. Novena strives to
continuously upgrade its production and merchandising values
in order to provide the best retail experience, products and
services.

SKYWEST LIMITED

During the year, the Group disposed of its entire stake in
Skywest, by accepting an off market offer from Advent Air
Limited (*Advent”) for all the fully paid ordinary shares in
Skywest. The disposal was completed in August 2006.

PROPERTY INVESTMENT

During the year, the Group’s acquired HK$93.4 million property
investments in Singapore and Japan. Property investments
have performed well, with higher rents and increases in fair-
valuation changes of HK$78.4 million.

OUTLOOK

We will continue our business strategy of focusing on the travel,
leisure and hospitality businesses as well as our consumer
finance and the credit card business. The Board and
management will continue to focus on the strafegic
development of the Group through strategic partners and
alliances, the development of our own brand names to
achieve international recognition and achieving economies
of scale for our existing businesses.

The market outlook is expected to be strong in the year ahead.
Despite a competitive environment, the growth in consumer
spending and borrowing, lower unemployment rates and
changes in lifestyle will create an opportunity of growth for our
leisure and hospitality businesses and a demand for consumer
loans.
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Chairman’s Statement

The Group will continue in its direction fo diversify its business
risk through the expansion and development of its existing
businesses in corporate finance, consumer finance, credit
cards, and travel related activity outside of Hong Kong with a
strong focus on Singapore, the PRC and Japan. The Group
seeks to create synergies in the activities and businesses it
currently has and will undertake in future. The Group’s cash
position remains healthy which, together with the continued
growth of our core businesses and prudent investment
strategies, makes us highly competitive. We strive to take
advantage of new opportunities and develop new strengths
and strategies o thrive in a different world.

Japan Xpress Ltd, in addition to Nikko and Makino’s existing
businesses, intfends to open fravel stores nationwide in Tokyo,
Osaka and other cities in the next 12 to 24 months. Nikko also
plans to be the leading operator in outbound tour groups to
Hong Kong, the PRC and Singapore in addifion to its Korean
destinations.

In line with our hotel and hospitality business development, the
Xpress Hotels and Resorts division infends to aggressively
acquire hotel properties in Japan and develop links between
their businesses and our consumer finance and consumer
loyalty programs.

We have entered into a letter of confirmation with a security
house in Japan fo study the feasibility of applying for a
secondary listing of and a quotation for its shares on the Tokyo
Stock Exchange and looking forward fo increase the name
awareness of the Group and the shareholder value.

Xpress Finance will continue to design tailor made card
acquisition programs, spending and retention programs to
increase card base and card usage. The unique features of
i Xpress card customization have been widely accepted by
the customers, we will continue capture new market segments
and its distribution network by issuing affinity/co-branded credit
card using this customization platform. To satisfy different
demands in the consumer finance market, we also plan to
extend its credit services to personal loans to attract quality
customers by launching purpose loans program, such as travel
loans. The Group will also pursue a regional expansion of its
credit card and other consumer lending services.
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Chairman’s Statement

APPRECIATION

The record performance for the past year would not be
possible without the excellent teamwork, passion and
dedication of our staff worldwide. The Board therefore wishes
to extend its appreciation fo the team for their achievements
and looks forward to their continued commitment.

It is also my pleasure to thank all my fellow Board members for
the wisdom and guidance rendered so unstintingly throughout
a challenging year.

Yours sincerely,
For and on behalf of the Board
CHAN HENG FAI

Managing Chairman

Hong Kong, 26 July 2007
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Management Discussion and Analysis

FINANCIAL REVIEW

The Group recorded a turnover generated from continuing
operation of approximately HK$689 million for the year ended
31 March 2007, representing an increase of approximately
54.9% as compared to the year ended 31 March 2006. The
increase in furnover was mainly due to the acquisition of Nihon
Kotsu Travel Service Co. Ltd. (*Nikko”) and Sapporo Holdings
Co. Ltd ("Sapporo”) in June 2006 and July 2006 respectively
which contributed HK$157 million to the Group’s turnover. The
profit attributable to shareholders for the year ended 31 March
2007 was approximately HKS$40.1 million as compared to the
HK$53.1 million in 2006.

The earnings per share for the year was HK2.35 cents when
compared with HK3.27 cents in last year.

LIQUIDITY AND CAPITAL RESOURCES

During the period under review, the Company raised
approximately HK$19.2 million from the exercise of warrants
resulting in the issue of approximately 122.3 million shares. Bank
balance and cash amounted fo approximately HKS191.6
million (3.31.2006: HK$372.8 million).

As at 31 March 2007, the Group’s current ratio was 3.47
(3.31.2006: 6.8) and had a gearing ratio of 4.1%, defined as
the ratio of total borrowings less cash balances to total assets
when compare with the net cash of approximately HK$260.3
million in 2006.

MATERIAL ACQUISITIONS AND DISPOSAL FOR
MATERIAL INVESTMENTS

(a) Acquisition of properties
During the year, the Group entered intfo a sale and
purchase agreement to purchase a residential property
located in Singapore at a consideration of approximately
§$$3.75 million.

(b) Disposal of investment in Skywest

During the year, the Group sold its entire stake in Skywest
Limited ("Skywest”). It made an offer to Advent Air Limited
(“"Advent”), a UK listed company which indirectly holds
approximately 60.34% of Skywest’s tfotal issued shares, to
sell its shares in Skywest. Advent then announced that it
intended, through its wholly owned subsidiary, fo make
an off-market offer for all the fully paid ordinary shares in
Skywest. The Group accepted the offer and disposal was
completed in August 2006.

(c) Acquisition of a travel service company

During the year, the Group entered intfo a sale and
purchase agreement for the acquisition of the entire
equity inferest in Nihon Kotsu Travel Services Co., Ltd., a
fravel service company operating in Japan, at a
consideration of Japanese Yen 135 million.
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(d) Acquisition of a hotel holding company

During the year, the Group entered into a sale and
purchase agreement for the acquisition of the
shareholder’s loan and the entire equity interest in
Sapporo Holdings Co. Ltd., a hotel holding company
operating in Japan. The details of which can be referred
fo the circular of the Company dated 24 August 2006.

(e) Disposal of a property
During the year, the Group entered info an agreement
for the disposal of a property located in Singapore at a
consideration of approximately $$3 million.

() Acquisition of properties
During the year, the Group entered info agreements to
purchase 19 unifs and 1 retail shop of investment
properties located in Singapore at an aggregate
consideration of approximately $$13.5 million.

(9) Disposal of interior fit-out business of SingXpress Ltd

(formerly known as Futfuristic Group Ltd)
("SingXpress”)
The interior fit-out business was operated through
SingXpress, the Group’s Singapore listed associate, of
which as at 31 March 2007, the Group held a 45.68%
interest in.

During the year, SingXpress entered into a conditional
agreement to sell its entire direct and indirect
shareholding in the companies which conduct all its store
fixtures and interior fit-out business, all the assets, rights
and liabilities owned by SingXpress used in the conduct
of the future store business for a consideration of US$1.25
million. The transactions were completed in November
2006. SingXpress has developed its new travel businesses
and is infend to leverage on its tfravel business and on the
consumer finance expertise of its major shareholder,
Xpress Group Limited to develop consumer finance and
spending products such as credit cards and loyalty cards.

CAPITAL EXPENDITURE AND COMMITMENTS

At the balance sheet date, the Group had authorized and
contracted capital commitments of approximately HK$62.4
million, which was related to capital expenditure for the
acquisition of investment properties and approximately HK$35
million which was related to the rights issue of SingXpress Ltd.,
an associate of the Group, in which the Group has undertaken
fo fake up the Group’s enfitlements and fo subscribe for all
rights shares not subscribed for by the other shareholders of
SingXpress Ltd.

FOREIGN EXCHANGE EXPOSURE

Substantially all the revenues, expenses, assefs and liabilities
are denominated in Hong Kong dollars, U.S. dollars, Japanese
yen and Singapore dollars. Due to the currency peg of the
Hong Kong dollars to the U.S. dollars, the exchange rate
between these two currencies has remained stable and thus
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Management Discussion and Analysis

no hedging or other alternatives have been implemented by
the Group. The Group expected that there is no significant
exposure on foreign currency, but it cannot be assured
operating results in future will not be materially affected.

CREDIT RISK MANAGEMENT

The Group’s credit policy defines the credit extension criteria,
the credit approval and monitoring processes, and the loan
provisioning policy. The Group maintains tight control on loan
assessments and approvals and will continue to exercise a
conservative and prudent policy in granting loans in order to
maintain a quality loan portfolio and manage the credit risk
exposure of the Group.

HUMAN RESOURCES

Remuneration packages are generally structured by reference
to prevailing market terms and individual qualifications. Salaries
and wages are normally reviewed on an annual basis based
on performance appraisals and other relevant factors. Apart
from salary payments, there are other staff benefits including
provident fund, medical insurance and performance related
bonus. At the balance sheet date, there were approximately
250 employees employed by the Group. Share options may
also be granted fo eligible employees and persons of the
Group.

PLEDGE OF ASSETS

At the balance sheet date, the Group had pledged bank
balances of HKS4.4 million as a security for banking facilities
granted to a subsidiary and as securities for the credit card
business fransactions with MasterCard Worldwide. The Group’s
borrowings of HK$178 million were mainly secured by the
investment properties and land and buildings of the Group
with an aggregate carrying value of HK$295 million, bank
balance with carrying value of HK$4 million.

CONTINGENT LIABILITIES

At the balance sheet date, confingent liabilities of the Group
were as follows:

(a) Guarantees of HK$11.4 million (3.31.2006: HK$10.7 million)
given fo financial institutions in respect of banking facilities
granted to the Group’s suppliers.

(b) At the balance sheet date, the Company has given
guarantees to financial institutions in respect of banking
facilities granted to subsidiaries of HK$93 million.

(c) Actions were brought by Pricerite Stores Limited and CASH
Retail Management Group Limited (formerly known as
Pricerite Group Limited) (together referred to as
“Pricerite”) respectively, against a subsidiary of the
Company, in respect of the alleged breach of agreement
for damages which are not quantified. In the opinion of
the directors, it is not practicable at this stfage to
determine with certainty the outcome of the litigation.
The litigation has been standstill for more than 6 years.

Annual Report 2007 ¢ —ZTZT+HFFR
EEENWED N

BRI EmEERIMNERRE - HERERBEESE
BRBRIERIIEATE -

FEERKREE
AEBZEERRRELEREEZIESH - 5848
BREEREF  ULREREBEERE A£EHR
EEF G LI ZATEREETH - B ERIVR
TEERFHBER  UEEFEEEEEHRS @ I
EEAEEZEERR -

ANER

FOGE - R2ERTMSGERLEAEES
E e %ﬁﬁ&lﬁ ResFRERANEREM
HEERE =T - ﬁfﬁ%ﬁ@@l\ CAKRERBHEMET
w/A BREABES  BEARRKEARE BT
- NEER  AEBERN25088T - AKH
ZHRNEEREEREMA TR LBERE -

EEEH
Bé,u%"i H @ A& E A S R 1745 774,400,000/8
CEE—RNBAREREFETHREMNRE
Mos’rerCord Worldwide# TIE H REBR 5 2
K - KEE 2 (£ 5 178,000,000 T F BUAKRE
] 42 B T 18 295,000,000 7T 2 & & ¥ 3 0 1 b &
5 LAKBRMEE A4,000,000/% T 2 SRITEF1E
A o

W%E%
VR AEEZARAENT

% |

(@) AEEBERERMAER ZRITRE RBT B
HERETR 411,400,000 T (ZETRF=R=
+—H ! 10,700,000% 7t.) Z #E1R -

b) REER - ARANE R A PTERX
93,000,000/ 7T #R 17 BR & [7) HF 75 44 1 TR (1L 4
& o

(©) EEREESAERAFMEERTERER

AR (FEAEEEEERAR) (MEAIE
B ARIREBARR —HHEBARELM
A% AR B R AREEZEE
H-EBEERR CHBREBEESEHAE
ZAFAE FIEBINEF ©

}:‘-(

A

11



Xpress Group Limited ¢ $3EEBHR QA
Directors and Managment Profile

Brief biographical information of the directors and senior
management of the Group are as follows:

DIRECTORS

Mr. Chan Heng Fai, aged 62, is the Managing Chairman of the
Company. He has been a director of the Company since
September 1992. Mr. Chan is responsible for the overall business
development of the Group. His experience and expertise are
in the finance and banking sectors. He is the spouse of Ms.
Chan Yoke Keow.

Mr. Chan Tong Wan, Tony, aged 32, is the Managing Director
of the Company. Mr. Chan began his career by working in
two international companies as an investment banker
specialising in Asian equity financial products. Subsequently,
Mr. Chan worked for a finance and technology company in
the United States as the Chief Operating Officer with a focus
on ifs investment banking and merchant banking activities.
Mr. Chan joined the Group as a non-executive director in
January 2000, was appointed as an executive director in
September 2002 and was appointed as Managing Director in
August 2003. Mr. Chan holds a Bachelor of Commerce degree
with honours, with a Finance specialization, from the University
of British Columbia. Mr. Chan is the son of Mr. Chan Heng Fai
and Ms. Chan Yoke Keow.

Mr. Chan Tung Moe, aged 28, the Chief Executive Officer and
a Director of the Company, is responsible for the overall
management of the Group’s business. Previously, Mr. Chan
was in charge of the overall management of Xpress Finance
Limited (*Xpress Finance”), the Group’s credit card business,
and also has experience in technical and business
development in the finance and technology industries. He
holds a Bachelor’s Degree in Applied Science with honours
and a Master’s Degree in Electro-Mechanical Engineering with
honours. Mr. Chan is the son of Mr. Chan Heng Fai and Ms.
Chan Yoke Keow.

Ms. Chan Yoke Keow, aged 58, has been a director of the
Company since January 1992. She is responsible for the general
administration and financial planning of the Group. She has
over 25 years’ experience in financial management and
administration. Ms. Chan is a member of the Hong Kong
Securities Institute. She is the spouse of Mr. Chan Heng Fai.

Ms. Chan Sook Jin, Mary-ann, aged 36, has been a director of
the Company since 1995. Ms. Chan is involved with the
securities operations. Ms. Chan has previous experience with
one of the leading banks in Hong Kong where she was involved
in sales and marketing as well as relationship management for
the Regional Securities office. Ms. Chan is the daughter of Mr.
Chan Heng Fai and Ms. Chan Yoke Keow.

12

EESREBEAEEN

AEBEENEREBABEZHEERNAT

S

RIEBEE  BEA+ 5 BARRANTE
Be-BREEA - NN FALAREEARAE
E - RELAAGAAEEZERBEBERR
R ReEBERTEAELELRREZNM -
IR EBL L 2R -

RBEBERE BF=-t+_m BREARAEEL
IR o R AERMEMEEE AR TR ERT
X BEMBETMZREASHER - HE - RE
AEEXEB - ReBMABEARAEBREREER
E HERSRERTREAARTER - RELE
R-FTTF-AMAREBLEFRTES
RZBZ_FRARARTESE  TR_TF=
FNABZARAREFTLLEE RELEES
University of British Columbiam & (442) &4 &
i EEEH - HAREBEERREFLLZ
FF o

RERELE  RE_+T/\5K - BARBZITHRAE
BNEE BESECEEERE KA RiL
TEEBZERREBERMBERA R ([EHR
E5])  MRUBRERAMRITERERERE
BERRZER - FHEEANBELBEURETF
WM TIRBLTRT - REETDREBELEERRE
BrLtZRT -

RE/&L  RAFELTA\E B ANL=_F—H
REETARRES -RALTEEAKEZ B ETT
BERABRE - BEB =T HAFA EZEEGH
EERTBRER BRLIRBEESFEXREZ
B8 - RILRIBIERLEZES -

BRBELZL  RE=+ " B NANLAFEH
EARRES - MU ETBHEEFER - RLLZ
REB-RTERITER - 2HEBEE  WHHER
ERiEESHEREEAMIE - ROETR
EBEEEMREBLLIZTE -



Directors and Managment Profile

DIRECTORS (Continued)

Mr. Fong Kwok Jen, aged 58. Mr. Fong is a Director of Fong
Law Corporation, a legal practice. He is also Chairman of the
Disciplinary Committee of SGX-ST. Prior to that, Mr. Fong sat on
the Securities Industry Council between 1992 and 2003. He was
also a Council Member of the Law Society of Singapore from
1990 to 1992. He is a director of several public listed
companies.

Mr. Fong graduated from the University of Singapore with a
LL.B. (Honours). In 1976/77 he was awarded the Colombo Plan
Award fo attend the Government Legal Officer’s Course in the
United Kingdom. In 1986, he aftended the NITA (Natfional
Institute of Trial Advocates) Advocacy Programme at Harvard
Law School. Mr. Fong appointed to the Board in 1995.

Mr. Wong Dor Luk, Peter, aged 65, has over 31 years experience
in the fashion industry including disfribution, sourcing,
overseeing manufacturing and exporting to international
clients in France, the United Kingdom, Germany and the United
States. Mr. Wong was appointed as an independent non-
executive director in September 1998,

Mr. Da Roza Joao Paulo, aged 56, has over 20 years’
experience in human resources, China trade and real estates
industry. Mr. Da Roza was appointed as an independent non-
executive director of the Company in July 2004.

Ms. Chian Yat Ping, aged 42, obtained a Bachelor of Science
degree from the State University of New York at Albany. She is
a certified public accountant admitted to practise in USA and
had eight years working for international CPA firms. She is
an international affiliate of the Hong Kong Institute of
Certified Public Accountants. Ms. Chian was appointed as an
independent non-executive director in September 2006.
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Xpress Group Limited ¢ $3EEBHR QA
Directors and Managment Profile

SENIOR MANAGEMENT

Mr. Wong Shui Yeung, aged 36, is the qualified accountant
and Financial Controller of the Group and responsible for the
financial and management reporting of the Group, including
internal control and policy review, taxation, audit, legal and
regulatory affairs. He has 13 years in public accounting,
taxation, and financial consultancy and management in Hong
Kong. He worked with an international accounting firm prior to
joining the Group in 2001. He holds a Bachelor’s Degree in
Business Administration and is a Certified Public Accountant
(Practising). He is an associate member of the Hong Kong
Institute of Certified Public Accountants and a member of the
Hong Kong Securities Institute.

Mr. Yuen Ping Man, aged 43, is the joint Company Secretary
and the Senior Manager, Corporate Services of the Group
responsible for the corporate secretarial function of the Group.
Mr. Yuen is also the Chief Operating Officer of Xpress Finance
responsible for compliance, human resources, sales &
marketing, customer service and general administration of
Xpress Finance. Mr. Yuen has over 15 years’ experience in
corporate secretarial, business development, human resources
and general administration. Prior to joining Xpress Finance in
June 1997, Mr. Yuen worked in two listed groups and a financial
institution. Mr. Yuen holds a Master’s Degree in Business
Administration. He is a fellow member of the Institute of
Chartered Secretaries and Administrators and of the Hong
Kong Institute of Chartered Secretaries, a member of the Hong
Kong Securities Institute, the Hong Kong Institute of Human
Resource Management, the Hong Kong Institute of Marketing
and the Hong Kong Institute of Purchasing & Supply and an
associate member of Institute of Financial Planners of Hong
Kong and Society of Registered Financial Planners.

Mr. Oyama, Masahiro, aged 45, is the Managing Director of
Japan Xpress Limited (“Japan Xpress”). He has experience at
airlines sales & marketing as well as travel agent operation /
management since graduation. Subsequently, he has
extended his career with marketing service and entertainment
business in Japan, as the Managing Director. Mr. Oyama is
responsible for the business development in Japan.

Mr. Cheung Kai Yip, Frederick, aged 49, is an Executive Director
of Japan Xpress since its establishment in 2005. Mr. Cheung
began his career with then Hong Kong Tourist Association as
marketing & PR executive for Japan market. Subsequently, Mr.
Cheung worked for a 5-star hotel in Hong Kong and was a
director of a travel agent in Japan. Mr. Cheung has over 20
years experience in tourism industry and is fluent in Japanese.
Mr. Cheung is responsible for Japan Xpress’s overall operations
and liaison with Hong Kong head office.
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Directors and Managment Profile

SENIOR MANAGEMENT (Continued)

Mr. Sakamoto, Atsukuni, aged 44, is an Executive Director of
Japan Xpress since its establishment in 2005. He brings to Japan
Xpress his marketing communications expertise gained through
working at advertising/public relations agencies for both
Japanese and international clients. He has over 20 years
experience in event management, communication ftools
development and crisis communications management. He
earned a university degree with a major in Fine Art in the United
States in 1984,

Mr. Yamaguchi, Susumu, aged 60, joined Japan Xpress as an
Executive Director since June 2006. He is responsible for Japan
Xpress's travel business development.

He started his career with Nippon Travel Agency, the second
largest travel agent in Japan after graduation. He has vast
and broad experience in travel business, from negotiation with
airlines, hotels, to planning of wholesale product to destfination
all over the world. During his career with Nippon Travel Agency,
he had 2 major appointments: Deputy Director for East Japan,
which is the major market area in Japan and Managing
Director of Nippon Travel Agency Europe Company based in
London. He had engaged in establishing the European
company to develop inbound tour operation and outbound
business by setting up offices in all over Europe. His last
appointment before joining Japan Xpress was Managing
Director of Gullivers Travel Associates in Japan, a Europe base
worldwide tour operator.

Mr. Tuan Quang Tran, aged 51, joined as the Chief Executive
Officer of SingXpress Ltd., Singapore in June 2007. Mr. Tran has
over 30 years of experience covering global corporate business
management across the world, he is widely traveled and has
strong background in multicultural management.

Mr. Tran was from the airline service multinational SITA where
he joined in June 2001 as the Regional Vice President for North
Asia, based in Seoul, and was responsible for the development
and management of the business in Hong Kong, Taiwan, Korea,
Japan and Micronesia, with the sales force in these countries.
Mr. Tran and his family moved from Singapore to Seoul for this
posting.

In 2004 Mr. Tran returned to the SITA RHQ in Singapore fo
assume the position of Head of Business Sales, Asia Pacific,
with key focus on enabling SITA’s business strategy into the
aviation industry and was responsible for the new business sales
and revenue retention in the region.

Prior to SITA, Mr. Tran was from Cable and Wireless ("C&W") a
global Telecommunications mulfinational where he joined in
London, UK and was subsequently posted to Indonesia and
then Singapore in various roles, but lastly as the Regional
Director and General Manager for Solutions - Asia, responsible
for business and alliance development and the delivery of
advanced IP solutions particularly to the financial industry.
During his nine years career with C&W, Mr. Tran also managed
the technical and system architecture of the email network,
and developed the IT consultancy arm for Omnes, C&W'’s joint
venture in Indonesia. Prior to this, Mr. Tran was a senior
manager in charge of the network planning and
implementation at British Gas in the UK.

Of British nationality, Mr. Tran is currently based in Singapore.
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Xpress Group Limited ¢ $3EEBHR QA

Directors and Managment Profile

SENIOR MANAGEMENT (Continued)

Mr. Albert Hong Heng Chow, aged 45, is the Chief Executive
Officer of Anglo-French Travel Pte Ltd. ("AFT"). He began his
career with AFT since 1983 and has risen from the ranks
handling operations and sales to his present position
responsible for AFT’s entire business development and
operations. With over 24 years of experience in the fravel
industry, Mr. Hong has built an exceptional working relationship
with both local and overseas hoteliers, airlines and suppliers
and amassed a vast wealth of knowledge and experience in
both corporate business travel and leisure and M.I.C.E. business
where has has constantly, successfully orchestrated and
executed countless conferences, events (both local and
overseas), travel fairs and off-shore land arrangements for
berthing major cruise liners - a responsibility that requires much
detailing and co-ordination. Mr. Hong serves as a Deputy
Chairman of the G13 Travel Management Alliance, a
consorfium of 15 Travel Management companies in Singapore,
with a total annual turnover of S$900m. He is also an agency
representative on the Executive Council - Singapore
Internatonal Air Transport Association (IATA) under NATAS
(National Association Travel Agents Singapore) umbrella.

Mr. Lee Chun Ting, Alex, aged 50, is the Managing Director of
SingXpress Travel Pte Ltd. Mr. Lee is responsible for the strategic
planning and development, sales and marketing of the travel
services for Hong Kong and Singapore. Mr. Lee has 19 years’
practical experience in and solid understanding of a diverse
range of business management. Before joining the Group, Mr.
Lee worked as key management staff in several major travel
services companies both in Hong Kong and Singapore. Mr.
Lee was the Chairman of Outbound Tours Operators’
Association (OTOA) from 1998-2002 and a Director of the Hong
Kong Travel Industry Council (TIC) from 1996-2004.

Mr. Fujii, Michihiko, aged 45, is the Executive Assistant fo
Directors of Japan Xpress. He is responsible for the corporate
secretarial and compliance function of Japan Xpress. Mr. Fuijii
has over 20 years banking and real estate business experience
since graduation. He brings notary public, financial and real
estate expertise to Japan Xpress. He holds a Bachelor’s Degree
in economics and laws.

Mr. Chong You Hwa, aged 45, is the Information Technology
Manager of Xpress Finance in charge of the information
technology and electronic data processing functions since
October 1996. Prior to joining Xpress Finance, Mr. Chong has
worked as Technical Services Section Head for a credit card
company in Malaysia. Mr. Chong has over 12 years system
experience in the credit card industry.

Mr. Lui Wai Leung, Alan, aged 36, is the Senior Accountant of
the Group. He is responsible for the financial reporting of the
Group and focus on the credit card business. He holds a
Bachelor’s Degree in Business Administration and he joined the
Group in 1997.
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Report of the Directors

The directors present their annual report and the audited
financial statements of the Company for the year ended 31
March 2007.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company and
provides corporate management services fo its subsidiaries.
The activities of its principal subsidiaries and associate are set
out in notes 18 and 19 respectively to the financial statements.

RESULTS

The results of the Group for the year ended 31 March 2007 are
set out in the consolidated income statement on page 33.

PROPERTY, PLANT AND EQUIPMENT AND
INVESTMENT PROPERTIES

Details of movements in the property, plant and equipment
and investment properties of the Group and the Company
during the year are set out in note 15 and 17 to the financial
statements, respectively.

MAJOR PROPERTIES

Details of the major properties of the Group at 31 March 2007
are set out on page 132.

SHARE CAPITAL AND WARRANTS

Movements in the share capital and warrants of the Company
are set out in note 34 to the financial statements.

RESERVES

Details of movements during the year in the reserves of the
Group and the Company are set out in note 36 to the financial
statements.

DIRECTORS

The directors of the Company during the year and up fo the
date of this report were:

Executive directors:

Chan Heng Fai

Chan Tong Wan

Chan Yoke Keow

Chan Sook Jin, Mary-ann

Lee Ka Leung, Daniel (retired on 23 August 2006)
Chan Tung Moe (appointed on 3 July 2007)

Non-executive director;
Fong Kwok Jen

Independent non-executive directors:

Wong Dor Luk, Peter
Da Roza Joao Paulo
Chian Yat Ping (appointed on 25 September 2006)
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Alternate directors:

Lau Kwok Fai (alternate to Chan Heng Fai)
Wooldridge Mark Dean (alternate to Fong Kwok Jen)

In accordance with Articles 78 and 79 of the Company’s
Articles of Associatfion, Mr. Chan Tung Moe and Ms. Chian Yat
Ping retire by rotation and, being eligible, offer themselves for
re-election. The term of office of each non-executive director
and independent non-executive director is the period up to
his retirement by rotation and each one of them can be re-
appointed in accordance with the above arficles.

DIRECTORS" INTERESTS IN SECURITIES

At 31 March 2007, the interests and short positions of the
Directors and chief executive of the Company in the Shares,
underlying Shares and debentures of the Company or any of
its associated corporations (within the meaning of Part XV of
the Securities and Futures Ordinance ("SFO”)) which were
notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests or
short positions which they are taken or deemed to have under
such provisions of the SFO), or which were required, pursuant
to section 352 of the SFO, to be entfered in the register referred
to therein, or pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies contained in
the Listing Rules, to be notified to the Company and the Stock
Exchange, were as follows:

Long positions

(a) Ordinary shares of HKS0.01 each of the Company

Name of director Capacity
EEME 51

Chan Heng Fai Beneficial owner
SR BEmfEE A

Beneficial owner

BEmEAA

Held by trust (note 1)

EsEs A (Bat1)

Held by controlled
corporations (note 2)

Chan Yoke Keow
PR 15

FRES 2 AR FHE (Hat2)

Beneficial owner
EnEEA

Held by spouse (note 3)
HEEBEE (Kfit3)

Chan Sook Jin, Mary-ann

BROR =

18

EEERES

BEESE
ZEE (REBZETES)
Wooldridge Mark Dean (B EEz B TEEH)

BRBEARABZRBEBKERARNET8RTE - K
BREERE-FRIABESE  HAERA
PR IEEE - BIFATEZRBYFATESRL
THERE EA@ARmESRRLE - BHARIE
AR BERAE -

EENRF2ER
R-ZEZLF=A=+—"H EFREARQATE
TBRABRARB R EERBEER (EERES
EBEGD ([ExRBEGED]) EXVE) 2 K
n - HEROREST  BEREBEESRBERH
PIEXVE R 7R F8D BEME AR F KRBT
BELAR (BRESFREES RAEGIZSG
X EERRIEER 2 ERIAR)  AREES
KBRS 15 B 5 35216 /A B U N a& IR Pt B RO T 2 #
mERR - IRBELEWRAME LT RRESE
TEFRXZGNRETAAMNEARA RERZTZ
B SORRMT

7R

(o) FXRAREREEOOIETZEBER

Percentage of

Number of the issued
issued ordinary share capital
shares held of the Company
s &7 AR D R B #AT
ZERHAE [ =RV e
%

228,834,647 13.04
34,580,802 1.97
65,706,960 3.74
578,935,547 32.99
679,223,309 38.70
1,146,832 0.07
3.416,000 0.19
4,562,832 0.26
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Name of director

EEnS

Fong Kwok Jen
20 48

Chan Tong Wan
BR 4t &

Wong Dor Luk, Peter
EEH%

Da Roza Joao Paulo

Share options

Name of director

EEnS

Chan Heng Fai
(CREY

Chan Yoke Keow
R E 5

Chan Tong Wan
BR &t &

Chan Sook Jin,
Mary-ann
R &

Fong Kwok Jen
20 [ 48

Wong Dor Luk, Peter
&%

Da Roza Joao Paulo

Chian Yat Ping
B—F

Date
granted

i B8

11.1.2004
11.15.2004
5.22.2006

11.1.2004
11.15.2004

11.15.2004

5.22.2006

11.15.2004

11.15.2004

11.15.2004

5.27.2005
12.21.2006

Capacity

515

Beneficial owner
EnEA A

Beneficial owner

BEDEEA

los)

eneficial owner
E A A

i

\

Beneficial owner
E=mfEAA

Held by spouse (note 4)
HEBEE (Kfitd)

Exercisable
period

AT AT EHR

11.1.2004 -5.8.2013
11.20.2004 - 5.8.2013
5.22.2006 -5.8.2013

11.1.2004 -5.8.2013
11.20.2004 - 5.8.2013

11.20.2004 - 5.8.2013

5.22.2006 -5.8.2013

11.20.2004 - 5.8.2013

11.20.2004 - 5.8.2013

11.20.2004 - 5.8.2013

5.28.2005 -5.8.2013

1.30.2007 -5.8.2013

Annual Report 2007

ESEREE

(b) BRE

Exercise
price per
share

BR
TEE
HKS
BT

0.1600
0.1616
0.1566

0.1600
0.1616

0.1616
0.1566

0.1616

0.1500
0.1566

=

Number of

issued ordinary

shares held
e T
ZERHE

3,828,000

5,423,837

280,000

4,800

460,000

464,800

922,617,425

Number of

share options
outstanding

as at the Latest
Practicable Date

—BRLEER

Percentage of
the issued
share capital

of the Company
HARD RS BT
RAEHE

%

0.22

0.31

0.02

0.00

0.03

0.03

52.57

Percentage of
the issued
share capital of
the Company

RE&E®RTTAS RN
& RAITHEZ 2 BITRA
BRERE Aokt

%

15,000,000 0.85
147,000,000 8.38
120,000,000 6.84
15,000,000 0.86
35,000,000 2.00
15,000,000 0.86
5,000,000 0.28
5,000,000 0.28
8,000,000 0.46
3,000,000 0.17
2,000,000 0.11
2,000,000 0.11
372,000,000 21.20
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(c) Warrants
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Name of director
EEHE

Chan Heng Fai
fR 1B

Chan Yoke Keow
[

Capacity

514

Beneficial owner
EmBEA A

Beneficial owner
Em#EB A

EEERES

(c) RREE

Percentage of

Chan Sook Jin, Mary-ann
(9 =1

Fong Kwok Jen
B0 [ 48

Chan Tong Wan
Bk 47 38

Wong Dor Luk, Peter
T E%

Da Roza Joao Paulo

Held by frust (notfe 1)

EREFRE (Hat1)

Held by controlled
corporations (note 2)

Frizdlz A al4s A (HfF2)

Beneficial owner
EREAA

Held by spouse (note 3)
HREBEE (MfiE3)

Beneficial owner
Em#EE A

Beneficial owner
EmEa A

Beneficial owner
Em#EE A

Beneficial owner
EmEA A

Held by spouse (nofe 4)
mERBFE (Hitd)

Notes:

1.

These shares/warrants are owned by a discretionary trust,
HSBC Trust (Cook Island) Limited. Mrs. Chan Yoke Keow (“Mrs.
Chan”) is one of the discretionary objects. Mrs. Chan is the
spouse of Mr. Chan Heng Fai.

These shares/warrants are owned by First Pacific
International Limited and Prime Star Group Co. Ltd., in which
Mrs. Chan has 100% equity interests.

These shares/warrants are owned by Mr. Wooldridge Mark
Dean, the spouse of Ms. Chan Sook Jin, Mary-ann.

These shares/warrants are owned by Ms. Josephina B.
Ozorio, the spouse of Mr. Da Roza Joao Paulo.

Number of Issued share
Number of underlying Capital of the
warrants held shares Company, %
s HARDE D BT
RBEFHE HEROHE BRAEG
191,714,622 191,714,622 10.93%
3,222,727 3,222,727 0.18%
5,973,360 5,973.360 0.34%
56,336,460 56,336,460 3.21%
65,532,547 65,532,547 3.73%
2,564 2,564 0.00%
341,600 341,600 0.02%
344,164 344,164 0.02%
382,800 382,800 0.02%
525,214 525,214 0.03%
28,000 28,000 0.00%
480 480 0.00%
46,000 46,000 0.01%
46,480 46,480 0.01%
258,573,827 258,573,827 14.74%
M et

1.

ZERG R EFE B — I8 2 5 5EHSBC
Trust (Cook Island) Limited# A& © MR E
Bt ([Rad]) HZEEEREAZ —
BRZ T RREERE M -

ZERDG / RREBHRLLHEA PR
1 z= 2 First Pacific International Limited &
Prime Star Group Co. Ltd. & -

ZERG, RREFARNE Z L 2EB
Wooldridge Mark Deanst £ # A -

ZERD R EZEBDA Roza Joao
Paulost &£ 7 Fi B Josephina B. Ozorio# 4
A -



(2) Options
Particulars of the Company’s and subsidiary’s share option
schemes are set out in note 35 to the financial statements.

The following fable discloses details of the Company’s

Report of the Directors

share opfions in issue during the year:

Name of director

E3nt

Category 1: Directors

Chan Heng Fai

Chan Yoke Keow

Chan Tong Wan

Chan Sook Jin,

Mary-ann

Fong Kwok Jen

Wong Dor Luk, Peter

Da Roza Joao
Paulo

Chian Yat Ping

Total for directors
Category 2: Employees

Total for employees

Total for employees

Total for all categories

The closing price of the Company’s shares immediately
before 22 May 2006 and 15 November 2006, the dates on
which the share options were granted, were HK$0.155 and

F-B E%

RER

RE®

RAE

RRE

BE

I5%

Da Roza Joao
Paulo

ERAH

RV

HK$0.146 respectively.

At 31 March 2007, the number of shares in respect of
which options had been granted and
outfstanding under the Share Option Scheme was
419,200,000, representing 23.89% of the share of the

Date granted

RAAH

11.1.2004
11.16.2004
5.22.2006

11.1.2004
11.16.2004

11.16.2004
5.22.2006

11.16.2004

11.16.2004
11.15.2004

5.27.2005

12.21.2006

11.15.2004
5.22.2006

Company in issue at that date.

Exercisable period

AT EAR

11.1.2004 - 5.8.2013
11.20.2004 - 5.8.2013
5222006 - 58.2013

11.1.2004 - 5.8.2013
11.20.2004 - 5.8.2013

11.20.2004 - 5.8.2013
5222006 - 58.2013

11.20.2004 - 5.8.2013

11.20.2004 - 5.8.2013
11.20.2004 - 5.8.2013

5.28.2005 - 58.2013

1.30.2007 - 5.8.2013

11.20.2004 - 5.8.2013
5222006 - 58.2013

Exercised

price

per share

=2
e
HKS
AT

0.16
0.1616
0.1566

0.16
0.1616

0.1616
0.1566

0.1616

0.1616
0.1616

0.15

0.1566

0.1616
0.1566

remained

ESEREE

&)
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AR R KB AR AR B H N
TR M RE35 -
TREBEARFARFAD BT ZBBRER

I‘E.
=

Outstanding Granted Exercise Cancelled Outstanding
at during during during at
4.1.2006 the year the year the year 3.31.2007
RZBERE RZBELE
A-H =R=1-H
WATE ERRE ERfTE EREH HATE

HKS

BT
15,000,000 - - - 15,000,000
147,000,000 = = = 147,000,000
- 120,000,000 - - 120,000,000
15,000,000 = = = 15,000,000
35,000,000 - - - 35,000,000
15,000,000 = = = 15,000,000
- 5,000,000 - - 5,000,000
5,000,000 = = = 5,000,000
8,000,000 = = = 8,000,000
3,000,000 - - - 3,000,000
2,000,000 - - - 2,000,000
- 2,000,000 - - 2,000,000
245,000,000 127,000,000 - - 372,000,000
37,200,000 = (6,000,000) = 31,200,000
- 18,000,000 - (2,000,000) 16,000,000
37,200,000 18,000,000 (6,000,000 (2,000,000) 47,200,000
282,200,000 145,000,000 (6,000,000) (2,000,000) 419,200,000

ARAROREE _ZTEZSFRAA-+T-HBE=
ZEXRF+—A+HAB (BREZELESH) A
W H B Bl A&0.1557% jt % 0.1467 It °

R-ZTLF=A=+—H REBEKEFIC

BRHEAD A 18 R AT 6 2 8 e

NZBMEB R

419,200,000 * B AR RN % B 2 B &7
23.89% °
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In addition, the following outstanding options to subscribe
for shares in the capital of a subsidiary of the Company,
granted to certain directors of the Company under the
share option schemes of this subsidiary were as follows:

eBanker USA.Com, Inc. (“eBanker”)

The following table presents details of share optfions in
issue during the year.

Category 1: Directors E—H EZE
Chan Heng Fai [ERER

Fong Kwok Jen B B 48

Total held by directors EEMIFHAH
Category 2: Others F_f: Hit AL
Total held by others b AL RE
Total FoEy

There was no movement in the share options granted by
eBanker during the year.

Other than as disclosed above, at no time during the
year was the Company or any of its subsidiaries, a party
fo any arrangements to enable the directors of the
Company to acquire benefits by means of the acquisition
of shares in, or debentures of, the Company or any other
body corporate.

EEERES

BN - AT AR AR A — MM B A R R AR AR
102 mMARITE B AR i Ty IR R 5% Bt B A R 2 B AR 4
FEIRTARGETES FRHAOT :
eBanker USA.Com, Inc. ([eBanker])

TRODFANECETERBEZFSE -

Number of
Exercise share options
price per share at 3.31.2007
RIEZLHF
=BA=+—H=Z
BRITEE BREHE
uss
E
3.00 500,000
3.00 100,000
600,000
3.00 20,000
620,000

eBankerX iz BB IR F AL EAEMEF o

B EXXREEE SN - AR R S E AR B QRN E
REFERERESEERLYE  BREAARAES
AR E AR R SERNEMEABEZ KORE
HimEs o
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DIRECTORS" SERVICE CONTRACTS
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@D

(iii)

On 25 February 2005, a service contract was entered into
between the Company and Mr. Chan, for a term of three
years expiring on 31 January 2008. The service contract
provides for the payment of a salary of HK$2,100,000 per
month. In addition, Mr. Chan is also entitled to receive an
accommodation allowance of HK$30,000 per month.

In the event that the Company should tferminate Mr.
Chan’s employment following the change of conftrol of
the Company, as defined in the service contract, or for
any reasons not specifically excluded in the service
confract, Mr. Chan shall be entitled fo receive as
liquidated damages a lump sum equal to the sum which
would have been payable by the Company as gross
salary (excluding bonus, if applicable), not to exceed 12
months of salary, in respect of the unexpired tferm of the
Service Contract on the date notice of tfermination is
given.

On 3 July 2007, a service contract was entered into
between the Company and Mr. Chan for a term of two
years commencing from 1 February 2008. The service
contract provides for the payment of a salary of HK$185
per month. In addition, Mr. Chan is also enfitled to receive
an accommodation allowance of HK$160,000 per month.

On 22 April 2002, a service contract was entered into
between the Company and Mrs. Chan for a term of 5
years expiring on 1 February 2007. This service confract
provides for the payment of a salary of the greater of (a)
an annual salary equal to 1% of the net asset value of the
Company as shown in its consolidated audited accounts
at each financial year end, or (b) 110% of the basic salary
as mentioned in the service contract with Mrs. Chan. In
addition, Mrs. Chan is also entitled fo receive an
accommodation allowance of HK$30,000 per month. After
1 February 2007, the Service Contract is continued on a
month fo month basis

On 3 July 2007, a service contract was entered into
between the Company and Mr. Chan Tong Wan (“Tony
Chan”) for a term of three years and faken effect on
1 April 2007. The service contract provides for the
payment of annual salary of HK$2 million, HK$2.1 million
and HK$2.2 million for the first, second and third years of
services and Tony Chan shall be entitled to an incentive
bonus equivalent to 2.5% of the audited consolidated
profit of the Group before tax at the end of every financial
year or at such other rates or on such other terms as may
be determined and approved by the Board. In the event
that either party terminate the service contract, the
terminated party shall be entitled to receive, and the
tferminating party shall pay and transfer to the terminated

Annual Report 2007 ¢ —ZTZT+HFFR
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party, as liquidated damages, a lump sum equal to the
sum which would have been payable by the Company
to Tony Chan as gross salary (excluding bonus, if
applicable), not to exceed 12 months of salary, in respect
of the unexpired term of the service contract on the date
notice of fermination is given.

On 3 July 2007, a service contract was entered into
between the Company and Mr. Chan Tung Moe (*Moe
Chan”) for a term of three years expiring on 2 July 2010.
The service contract provides for the payment of annual
salary of HKS1 million, HKS1.1 million and HK$1.2 million for
the first, second and third years of services and Moe Chan
shall be entitled o an incentive bonus equivalent to 2.5%
of the audited consolidated profit of the Group before
tax at the end of every financial year or at such other
rates or on such other terms as may be determined and
approved by the Board. In addition, Moe Chan is also
entitfled fo receive an accommodation allowance of
HK$20,000 per month. In the event that either party
tferminate the service contract, the terminated party shall
be entitled to receive, and the terminating party shall
pay and transfer to the terminated party, as liquidated
damages, a lump sum equal to the sum which would
have been payable by the Company to Moe Chan as
gross salary (excluding bonus, if applicable), not to
exceed 12 months of salary, in respect of the unexpired
term of the service conftract on the date notice of
termination is given.

Ofher than as disclosed above, none of the directors has a
service contfract with the Company which is not determinable
by the Company within one year without payment of
compensation, other than statutory compensation.

DIRECTORS" INTERESTS IN CONTRACTS

No confract 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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Report of the Directors

SUBSTANTIAL SHAREHOLDERS

As at 31 March 2007, according to the register of interest in
shares and underlying shares and short positions kept by the
Company pursuant to Section 336 of the SFO and so far as is
known to or can be ascertained after reasonable enquiries by
the directors, the persons (other than the Directors of the
Company or their respective associate) who were interested
in 5% or more in the issued share capital of the Company are
as follows:

Name Nature of interest
£ EEME
Prime Star Group Co., Ltd. Beneficial owner
EREAA
Kingsway Lion Spur Technology Beneficial owner
Limited (note 1) (K1) EmBEaA A

Corporate interest
NGIE: 3
Corporate interest
NGIE: 3
Corporate interest
NEIE:
Corporate interest
NGIE: 3
Corporate interest
NGIE: £
Corporate interest
YNGR
Corporate interest
NGIE: 3

Festival Developments Limited

SW Kingsway Capital Holdings Limited
World Developments Limited
Innovation Assets Limited

Kingsway Intfernational Holdings Limited
Jonathan Choi Koon Shum

First Pacific Intfernatfional Limited

Note:

(1) Kingsway Lion Spur Technology Limited is a company 100%
controlled by Festival Developments Limited which in turn is 100%
conftrolled by SW Kingsway Capital Holdings Limited. SW Kingsway
Capital Holdings Limited in turn is 74% controlled by World
Developments Limited which in turn is 100% controlled by
Innovation Assets Limited which in turn is 100% confrolled by
Kingsway International Holdings Limited. Kingsway Intfernational
Holdings Limited is 46% controlled by Jonathan Choi Koon Shum.
Thus, the aforesaid interests in the Company duplicate each
other.

Save as disclosed above, as at 31 March 2007, no person other
than the directors of the Company whose inferests are set out
in the section headed "Directors’ and chief executives’
inferests in shares and underlying shares” above, had
registered an interest of 5% or more in the issued share capital
of the Company, and short positions in the shares and
underlying shares that was required to be recorded in the
register of interest pursuant to Section 336 of the SFO.
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Number of shares/
underlying shares held %

PR 4D AEBE IR 10 B B B
518,195,207 29.53
206,800,000 11.78
206,800,000 11.78
206,800,000 11.78
206,800,000 11.78
206,800,000 11.78
206,800,000 11.78
206,800,000 11.78
114,546,800 6.530
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(1) Kingsway Lion Spur Technology Limited% —
fh Festival Developments Limited & # #l 2 A
7] - ifi Festival Developments Limitedfl] f§ SW
Kingsway Capital Holdings Limitedse & #2 | »
SW Kingsway Capital Holdings Limitedfl g
World Developments LimitediZ &l 74% -
World Developments Limited8l] g Innovation
Assets Limitedst 2 # §l - i Innovation Assets
Limitedfl f Kingsway International Holdings
Limited7 & % il - Kingsway International
Holdings Limited Jonathan Choi Koon Shum
EH46% c Bt - AR AR R Z BT EREE
g o
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MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 March 2007, the aggregate amount of
turnover and purchases attributable to the Group’s five largest
customers and suppliers respectively accounted for less than
30% of the Group’s total furnover and purchases.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed
securities.

POST BALANCE SHEET EVENTS

Details of significant post balance sheet events are set out in
note 43 to the financial statfements.

CORPORATE GOVERNANCE

In the opinion of the directors, the Company has complied
throughout the year ended 31 March 2007 with the Code of
Best Practice as sef out in Appendix 14 of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited ("Listing Rules”), with exception of a few deviations.
Detailed information on the Company’s corporate governance
practices is set out in the Corporate Governance Report
contained in pages 27 to 30 of the Annual Report.

PUBLIC FLOAT

As at the date of this report, the Company has maintained the
prescribed public float under the Listing Rules, based on the
information that is publicly available tfo the Company and
within the knowledge of the Directors.

AUDITORS

A resolution will be submitted to the annual general meeting
fo re-appoint Messrs. Grant Thornton as auditors of the
Company.

On behalf of the Board

CHAN TONG WAN
MANAGING DIRECTOR

26 July 2007
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Corporate Governance Report

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining high standards of
corporate governance and strives to continually improve on
its governance processes as arficulated in the Code on
Corporate Governance Practices as set out by The Stock
Exchange of Hong Kong Limited.

BOARD OF DIRECTORS

The Board of Directors (the “Board”) is presently composed of
nine members, comprising five executive Directors, one non-
executive Director and three independent non-executive
Directors. The Directors are, collectively and individually, aware
of their responsibilities to the shareholders. The Directors’ profile
are set out on pages 12 and 13 of this Annual Report. The
relationship among members of the Board are also disclosed.

The Board members as at 31 March 2007 were:

Executive Directors

Mr. Chan Heng Fai (Managing Chairman)
Mr. Chan Tong Wan (Managing Director)
Ms. Chan Yoke Keow

Ms. Chan Sook Jin, Mary-ann

Non-executive Director
Mr. Fong Kwok Jen

Independent Non-Executive Directors ("INEDs")

Mr. Wong Dor Luk, Peter
Mr. Joao Paulo Da Roza
Ms. Chian Yat Ping

The Board is responsible for directing the Group to success
and enhancing shareholders’ value by formulating the Group’s
overall strategy, key objectives and policies. The Board
monitors and oversees the operating and financial
performance of the Group pursuant to these objectives.

To assist the Board in its functions, the Board established and
delegated specific responsibilities to two Board Committees,
namely the Audit Committee and fthe Remuneration
Committee. The respective roles and responsibilities of each
Board committee, their work and activities are included in this
Report.

The Board has also delegated the day-to-day management
and operation of the Group’s business to the management
team.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The roles of Chairman and Chief Executive Officer are
segregated and their positions held by different individuals to
ensure their respective independence, accountability and
responsibility. The Chairman is responsible for providing
leadership to and overseeing the function of the Board while
the Chief Executive Officer is responsible for implementing the
Board’s strategy and managing the Group’s business and
operations.

NON-EXECUTIVE DIRECTORS

There are currently four non-executive Directors on the Board,
three of whom are independent. They have been appointed
for a specific term and subject to retirement by rotation in
accordance with the Company’s Articles of Association and
thus submit themselves, on a rotation basis, for re-election by
shareholders.

AUDIT COMMITTEE

The Audit Committee was established on 27 February 1995 and
comprises the three INEDs:

Mr. Wong Dor Luk, Peter
Mr. Joao Paulo Da Roza
Ms. Chian Yat Ping

The terms of reference of the Audit Committee was formulated
in accordance with the requirements of the new Code on
Corporate Governance Practices. The primary duties of the
Audit Committee include the review of financial information,
overseeing the financial reporting system and internal control
procedures as well as maintaining a working relationship with
the external auditors.

During the year ended 31 March 2007, the Audit Committee
met 2 times to review, consider and discuss: the appointment,
scope, plan and fee of the external auditors; the external
auditors’ audit findings covering infernal control and risk
management issues; the inferim and annual financial results
and statements and other financial reporting matters.

INTERNAL CONTROLS

The Directors have conducted an annual review of the
effectiveness of the system of infernal control of the Company
and its subsidiaries, which has covered major and material
conftrols in areas of financial, operations, compliance and risk
management of the Company.

REMUNERATION COMMITTEE

The Remuneration Committee was established on 30
September 2005 and currently comprises of the one executive
Director and two INEDs:

Mr. Da Roza Joao Paulo
Mr. Wong Dor Luk, Peter
Ms. Chan Yoke Keow
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Corporate Governance Report TEERRS
The terms of reference of the Remuneration Committee was FTNE B BEHECRENITICEERER
formulated in accordance with the requirements of the new SFRIZ R ESIE © %’T@Ni BEARNTEERS
Code on Corporate Governance Practices. The Remuneration TMERE Z HBR

Committee is responsible for developing the remuneration
policies of Directors and senior management.

During the year ended 31 March 2007, one Remuneration REBEE_ZTLFZA=Z1+—HLEFE ' BT
Committee meeting was held. —AEMHNEERERE -

ATTENDANCE RECORD AT BOARD AND REZERZESEE2HELE
COMMITTEE MEETINGS

The Directors’ attendance at Board meetings, Audit Committee FRN BFEFREFSLE  ERZESRETM
and Remuneration Committee meetings during the year are ZEERRIEREBEARKIAT -

set out below:

Number of meeting attended/
Number of meeting held
HESRRE BTERRY

Audit Remuneration
Board Committee Committee
Directors E EFEE EREESE FMzEEE
Mr. Chan Heng Fai Bk 18 98 5 £ 6/6 N/A 135 A N/A 1 iE A
Mr. Chan Tong Wan PR 47 38 o5 £ 6/6 N/A i A N/A 38 A
Ms. Chan Yoke Keow BREBZ L 6/6 N/A 7~ A 1/1
Ms. Chan Sook Jin, Mary-ann PR B8 22 4 5/6 N/A 7T~ i@ A N/A T~ iE A
Non-Executive Director HHITEFE
Mr. Fong Kwok Jen B8 B 48 5E A 6/6 N/A 7~ i A N/A 7~ A
Independent Non-Executive BUFHTEF
Directors
Mr. Wong Dor Luk, Peter FErkE 6/6 2/2 1/1
Mr. Joao Paulo Da Roza Joao Paulo Da Rozat 4 6/6 2/2 1/1
Mr. Lee Ka Leung, Daniel ! TRBEAE 3/3 1/1 0/0
Ms. Chian Yat Ping 2 #— 12 3/3 /1 N/A 138 A
Number of meeting held FRABTZERRHY
during the year 6 2 1
Notes: HtaE -
1. Mr. Lee Ka Leung, Daniel retired as Director and member of the 1. FRBEER_ZTAEFREBFRAGEREBEML
Audit Committee and Remuneration Committee upon conclusion EEREZZESLTHNEZESKERK -
of the 2006 AGM.
2. Ms. Chian Yat Ping was appointed as Director and members of 2. B—FLZIR-_TTRFNA-THBEZERE
the Audit Committee on 25 September 2006. ERBZLZEGKE °
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DIRECTORS" SECURITIES TRANSACTIONS

The Company has adopted a code for securities fransactions
by directors (the "Code of Conduct”) on tferms no less exacting
than the required standard of the Model Code for Securities
Transactions by Directors of Listed Issuers (the *Model Code”)
as set out in Appendix 10 of the Listing Rules.

Having made specific enquiry, all Directors have confirmed
compliance with the Code of Conduct throughout the year
ended 31 March 2007.

DIRECTORS’
ACCOUNTS

The Directors acknowledge their responsibility for the
preparation of the accounts of the Group and that the
accounts are issued in accordance with statutory requirements
and applicable accounting standards.

RESPONSIBILITY FOR THE

AUDITORS" REMUNERATION

For the year ended 31 March 2007, the external auditors
provided the following services to the Group:

% 2R 75

Audit services
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Independent Auditors’ Report

To the members of Xpress Group Limited
(formerly known as China Credit Holdings Limited)
(incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of
Xpress Group Limited (formerly known as China Credit Holdings
Limited) (the "Company”) set out on pages 33 to 130, which
comprise the consolidated and company balance sheets as
at 31 March 2007, and the consolidated income statement,
the consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended,
and a summary of significant accounting policies and other
explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The directors of the Company are responsible for the
preparation and the frue 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 conftrol relevant to the preparation
and the frue 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 and to report our opinion solely
fo 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 Audifing 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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Independent Auditors’ Report

An audit involves performing procedures to obtain audif
evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditors’
judgement, 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 confrol. 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
frue and fair view of the state of affairs of the Company and
of the Group as at 31 March 2007 and of the Group’s profif
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.

Grant Thornton

Certified Public Accountants
13th Floor, Gloucester Tower
The Landmark

15 Queen’s Road Central
Hong Kong

26 July 2007
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Consolidated Income Statement

For the year ended 31 March 2007

Continuing operations
Revenue
Cost of sales

Gross profit
Other operating income
Fair value gain on financial assets
at fair value through profit or loss
Fair value gain on
investment properties
Bad debt recovered
Administrative expenses
Other operating expenses
Impairment losses on
available-for-sale financial assets

Profit from operations

Finance costs
Share of results of associates

Profit before income tax

Income tax expense

Profit for the year from
continuing operations

Discontinued operations
Profit for the year from
discontinued operations

Profit for the year

Atftributable to:
Equity holders of the Company
Minority interests

Profit for the year

Earnings per share for profit
attributable to the equity holders
of the Company during the year
- Basic

From confinuing and
discontinued operations
From confinuing operations

- Diluted
From continuing and
discontinued operations
From continuing operations
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Notes
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—BRLEER

2007 2006
—ETLE —TEAA
HK$°000 HK$"000
FET FET
689,184 445,005
(631,820) (405,290)
57,364 39,715
21,205 2,234
55,476 100,745
78,351 4,956
943 20,206
(142,692) (111,613)
(11,390) (10,531)
- (186)

59,257 45,526
(17,453) (13,734)
(1,249) (13,159)
40,555 18,633
(24,474) (229)
16,081 18,404

- 84,140

16,081 102,544
40,112 53,138
(24,031) 49,406
16,081 102,544

HK2.35 cents& {lli
HK2.35 centsi il

HK3.27 centsi 1l
HK1.46 centsi# {ll

HK2.24 centsi il
HK2.24 centsi& i

HK3.15 centsi# il
HK1.40 centsi# il
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Balance Sheets
As at 31 March 2007

ASSETS AND LIABILITIES

Non-current assets

Property, plant and equipment
Prepaid land leases
Investment properties

Interests in subsidiaries

Interests in associates

Long term deposits
Available-for-sale financial assets
Goodwill

Loans receivable

Pledged bank deposits

Current assets

Inventories

Trade and other receivables,
deposits and prepayments

Financial assets at fair value
through profit or loss

Loans receivable

Amounts due from subsidiaries

Amounts due from associates

Pledged bank deposits

Cash and cash equivalents
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511,981 504,421 455,113 415,935




Balance Sheets
As at 31 March 2007

Current liabilities

Trade and other payables
Borrowings

Finance lease payables
Taxes payable

Amounts due to subsidiaries

Net current assets

Total assets less current liabilities

Non-current liabilities
Borrowings

Finance lease payables
Convertible debentures
Amounts due to associates
Deferred taxation

Net assets

EQUITY

Equity attributable to
Company’s equity holders

Share capital

Reserves

Minority interests

Total equity

Chan Heng Fai
Managing Chairman
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¢ SEBLEEH

Group Company
K& KA FE

2007 2006 2007 2006
TEELE | ZETRF| ZBELE | ZTTRF
HK$°000 HKS’000 HK$°000 HKS’000
FET FET FEx FAET
100,288 34,573 7,587 2,255

43,333 28,389 -
605 610 - -
3,526 11,073 - -
- - 56,075 46,001
147,752 74,645 63,662 48,256
364,229 429,776 391,451 367,679
775,831 576,211 407,617 384,421
134,623 34,672 - -
972 303 - -
50,234 48,577 - -
236 - - -
22,159 2,810 196 196
208,224 86,362 196 196
567,607 489,849 407,421 384,225
17,548 16,265 17,548 16,265
511,035 412,852 389,873 367,960
528,583 429,117 407,421 384,225
39,024 60,732 - -
567,607 489,849 407,421 384,225

Chan Tong Wan
Managing Director

EFMEE
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Consolidated Cash Flow Statement et
= el

For the year ended 31 March 2007

Cash flows from operating activities
Profit before income tax

From continuing operations
From discontinued operations

Adjustments for:

Depreciation
Amortisation of prepaid land leases
Amortisation of infangible assets
Impairment losses on
- available-for-sale financial assets
- frade and other receivables,
deposits and prepayments
Loss on disposals of property,
plant and equipment
Loss on disposals of other
infangible assets
Gain on disposals of subsidiaries
Gain on deemed disposals of a subsidiary
Gain on disposal of an investment
property with deposit paid
Fair value gain on
investment properties
Equity settled share based
payment expenses
Inferest income
Interest expenses on borrowings
and convertible debentures
Finance lease interest expenses
Share of results of associates
Write off of goodwill
Excess of the Group’s interests in the net
fair value of acquiree’s identifiable
assets, liabilities and confingent
liabilities over cost

Operating (loss)/profit before

working capital changes
Increase in loans receivable
Decrease/(Increase) in inventories
Increase in amounts due
from an associate
Decrease/(Increase) in tfrade and other
receivables, deposits and prepayments
(Increase)/Decrease in financial assets at
fair value through profit or loss
(Decrease)/Increase in trade
and other payables
increase/(Decrease) in amounts
due to an associate
Decrease in provision

Cash (used in)/generated from operations
Tax paid

Net cash (used in)/generated from

36
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2007 2006
—EBLE —ETAF
HK$°000 HK$ 000
FET F&T
40,555 18,633

= 94,519

3,590 3,368
530 530

= 101

- 186

26 8,354

416 4

= 16
- (94,332)
- (553)

(3,884) -
(78,351) (4,956)
1,049 1,587
(15,719) (10,223)
17,411 13,658
42 76
1,249 13,159
652 -
(360) -
(32,794) 44,127
(880) (1,964)
77 (169)
(3,354) (3,223)
448 (13,558)
(135,528) 200,062
(2,672) 15,374
236 (3,240)
- (6,739)
(174,467) 230,670
(18,972) (6)
(193,439) 230,644




Consolidated Cash Flow Statement

For the year ended 31 March 2007

Cash flows from investing activities
Decrease in pledged
bank deposits
Increase in available-for-sale
financial assets

Proceeds from disposals of property,

plant and equipment
Purchases of property,

plant and equipment
Purchase of investment properties

Proceeds from disposal of an investment

property with deposit paid only
Acquisition of subsidiaries
Proceeds of disposal of a subsidiary
Interest received
Payment of long term deposits

Net cash (used in)/generated
from investing activities

Cash flows from financing activities

Drawdown/(Repayment) of borrowings
Proceeds from issuance of share capital

Issuance of warrants

Capital injection from minority
shareholders of subsidiaries

Interest paid

Increase in/(repayment of)
finance lease payables

Finance lease interest expenses

Net cash generated from/(used in)
financing activities

Net (decrease)/increase in
cash and cash equivalents

Cash and cash equivalents
at beginning of year

Effect of foreign exchange rate
changes, on cash held

Cash and cash equivalents at
31 March

Analysis of the balance of cash
and cash equivalents

Bank balances and cash

Bank overdraft

Annual Report 2007
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2007 2006
—gELE —FTRE
HK$’000 HKS 000
FETT FHET
4,605 58,786
- (3,353)

67 1,784
(3,647) (4,357)
(93,366) -
10,561 -
(15,393) (84)
- 88,379

15,719 10,223
(7,664) (6,677)
(89,118) 144,701
100,763 (62,953)
20,170 43
5,160 -
1,316 1,861
(15,754) (12,648)
664 (588)
(42) (76)
112,277 (74,361)
(170,280) 300,984
363,083 61,300
(4,620 799
188,183 363,083
191,573 372,816
(3,390) (9,733)
188,183 363,083
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SERRRF

Consolidated Statement of Changes in Equity

For the year ended 31 March 2007

GERBE2BDR

BE-FTLF=A=t+-BLEE

Minority Total
Equity atfributable fo equity holders of the Company interests equity
ARAREREAREER SERREE  EREE
Employee
Assets  Investment share-based
Share Share Warrant  revaluation  revaluation  Translation compensation Accumulated
capital premium reserve reserve reserve reserve reserve losses Total
NR
ARER 13 2fi7EE
Bx  RBEE RE  EfERE REEMRR EXRE ZRERE  ZHEE @it
HKS 000 HK$ 000 HK$000 HK$000 HK$ 000 HKS 000 HK$ 000 HK$000 HK$000 HK$ 000 HK$ 000
AT TAT FAL TATL T AT T FAL AT T AT
At 1 April 2005 R-ZFZ0%F
NA-A 16,261 704,622 - - - 16,985 546 (371,345) 366,969 10,000 376,969
Revaluation surplus upon KERRELHR
tronsfer of owner-occupied ~ EFERZRE
leasehold land and buildings M5 2 Ef &%
fo investment properties - - - 9,743 - - - - 9,743 - 9,743
Deferred fax licbiliies arising ~ EENEEEZ
on revaluation of properties  EREHEBAE - - - (1,705) - - - - (1,705) - (1,705)
Fair value losses on IREESHEE
available-for-sale JATEER
financial ossefs - - - - (1,806) - - - (1,806) - (1,806)
Exchange difference on RAEBNEH
translation of overseas EEZERZE
operations - - - - - 1,148 - - 1,148 - 1,148
Net income/(expense) ERNERERL
recognised directly in equity B A/ (1) - - - 8,038 (1,806) 1,148 - - 7,380 - 7,380
Profit for the year FEER = = = = - - - 53,138 53,138 49,406 102,544
Total recognised income EEEERL
and expense for the year BRART - - - 8,038 (1,806) 1,148 - 53,138 60,518 49,406 109,924
Issue of new shares upon RTEF2R
exercise of bonus worants  ERMETHR 4 3 - - - - - - Ik} - 8
Avrising from acauisition RRENELR
of subsidliories ]33 - - - - - - - - - 18 18
Capital contribution from —AHBRARZ
minority shareholder PURF L E
of a subsidiary - - - - - - - - - 1,308 1,308
Employee share-based ERURA A
compensation expenses TEEZ
recognised BERX - - - - - - 1,587 - 1,587 - 1,587
At 31 March 2006 RZZE/E
=A=1-A 16,265 704,561 - 8,038 (1,806) 18,133 2133 (318,207) 429117 60,732 489,849
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Consolidated Statement of Changes in Equity

For the year ended 31 March 2007

At 31 March 2006

Fair value gain on
available-for-sale financial
assets

Exchange differences on
franslation of overseas
operations

Share of reserve of
an ossocaite

Net income/(expenses)
recognised directly in equity
Profit for the year

Total recongised income and
expenses for the year

Exercise of 2009 and 2006
warrants subscription rights
(notes 34(b) & (c))

Exercise of share options
(note 35)

Issue of warrants

Transfer fo reserves upon
exercise of share option

Transfer fo reserves upon
cancelation of share option

Share of reserve of an
associate

Arising from acaquisition of a
subsidiary

Capital contribution from
minority shareholder of a
subsidiary

Employee share-bosed
compensation expenses
recognised

At 31 March 2007

FEBERL
BRARSH

i
(H#34b)R ()
ffERRE

(K 35)
FIRRIER
AfnEEREES
B
AEEREES
X1
AEBERRRE

BRERBAR
)3

~HHEARZ
HURFHE

UEHX A TER
LHRRX

n
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EREZE2H X

BE-STLFAST-ALFE

—ETLEEH

Minority Total
Equity attributable to equity holders of the Company interests equity
ANAREREARLES LERREE  ERER

Employee

Assets  Investment share-based

Share Share Warrant  revaluation  revaluation  Translation compensation Accumulated
capital premium reserve reserve reserve reserve reserve losses Total
R
DRER BE xfiTEE
kx  BRBEE B EfiGG REEMEE  EXRE <RERE  ZHER &3t

HK$000 HK$ 000 HK$000 HK$000 HK$ 000 HK$ 000 HK$ 000 HK$000 HK$ 000 HK$ 000 HK$ 000
FiET T T T T T T AT AT T FiAT
16,265 704,561 - 8,038 (1.806) 18,133 2133 (318,207) 49,117 60,782 489,849
- - - - 26918 - - - 26918 - 25918
- - - - - 7,261 - - 7,267 - 7,261
- - - - - (192 - - (192) - (192)
- - - - 26918 7,075 - - 32,993 - 32,993
- - - - - - - 40,112 40,112 (24,031) 16,081
- - - - 26918 7,075 - 40,112 73,106 (24,081) 49,074
1,223 17977 - - - - - - 19,200 - 19,200
60 910 - - - - - - 970 - 970
- - 5,160 - - - - - 5160 - 5,160
- 21 - - - - 2n - - - -
- - - - - - (22) 2 - - -
- - - - - - (18) - (18) - (18)
- - - - - - - - - 1,007 1,007
- - - - - - - - - 1,316 1,316
- - - - - - 1,049 - 1,049 - 1,049
17,548 723,469 5,160 8,038 24112 25,208 3121 (278,073) 528,583 39,024 567,607
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Notes to the Financial Statements
For the year ended 31 March 2007

40

GENERAL INFORMATION

Xpress Group Limited (formerly known as “China Credif
Holdings Limited”) (the "Company”) is a limited liability
company incorporated and domiciled in Hong Kong. The
name of the Company was changed from “China Credit
Holdings Limited” to “Xpress Group Limited” with effect
from 28 May 2007. The address of the Company’s
registered office and principal place of business is 5th
Floor, Island Place Tower, 510 King’s Road, North Poinft,
Hong Kong. The Company’s shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

The principal activities of the Company and its subsidiaries
(tfogether referred to as the "Group”) include investment
holding, property investment, travel related services, hotel
operations, securities investments, treasury investment and
credit card business.

The acquisitions of subsidiaries, Makino Air Travel Service
Co. Ltd., Nikko Travel Service Co. Ltd. and Sapporo
Holdings Co. Ltd. described in note 41 are in line with the
Group’s strategy to expand its travel, leisure and
hospitality business.

The financial statfements on pages 33 to 130 have been
prepared in accordance with Hong Kong Financial
Reporting Standards ("HKFRSs”) which collective tferm
includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
("HKASs”) and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants ("HKICPA") and
the requirements of the Hong Kong Companies
Ordinance. The financial statements also include the
applicable disclosure requirements of the Rules Governing
the Listing of Securities on the Stock Exchange ("Listing
Rules”).

The financial statements for the year ended 31 March
2007 were approved for issue by the board of directors
on 26 July 2007.

ADOPTION OF NEW OR AMENDED HKFRSs

From 1 April 2006, the Group has adopted all the new
and amended HKFRSs which are first effective on 1 April
2006 and relevant fo the Group. The adoption of these
HKFRSs has resulted in changes in the Group’s accounting
policy on financial guarantee confracts. Other than this,
the adoption of these new and amended HKFRSs did not
result in significant changes in the Company’s and the
Group’s accounting policies but gave rise fo additional
disclosures.
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Notes to the Financial Statements
For the year ended 31 March 2007

2. ADOPTION OF NEW OR AMENDED HKFRSs
(continued)

2.1

Amendments fo HKAS 39 Financial Instruments:
Recognition and Measurement - Financial
Guarantee Contracts

The amendments to HKAS 39 require an entity to
account for certain financial guarantee contracts in
accordance with that standard. To comply with the
requirements of the amended HKAS 39, the Group
has adopted a new accounting policy to recognise
financial guarantee contracts. On initial recognition,
these confracts are measured at fair value and they
are subsequently stated at the higher of:

- the amount initially recognised less where
appropriate, cumulative amortisation
recognised in accordance with the Group’s
revenue recognition policies; and

- the amount of the obligation under the
contract, as determined in accordance with
HKAS 37 “Provisions, Contfingent Liabilities and
Contfingent Assets”.

Details of this new accounting policy are set out in
note 3.22.

Prior to this new accounting policy, the Group
disclosed the financial guarantees issued as
contfingent liabilities in accordance with HKFRS 4
“Insurance Conftracts” and HKAS 37. Provisions for the
Group’s liabilities under the financial guarantee
contracts were made when it was more likely than
not that the guaranteed party would default and
the Group would incur outflow of resources
embodying economic benefits.

This new accounting policy has been applied
retrospectively to the extent that the financial
guarantee contracts were in existence at 1 April 2005
(i.e. the date when HKAS 39 was initially adopted by
the Group). The adoption of this new accounfing
policy has no material impact on the financial
statements reported in the current and prior
accounting periods, thus, no adjustment to prior
periods has been made.
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Notes to the Financial Statements
For the year ended 31 March 2007

2. ADOPTION OF NEW OR AMENDED HKFRSs

42

(continued)

2.2 New or amended HKFRSs that have been issued
but are not yet effective

The Group has not early adopted the following
HKFRSs that have been issued but are not yet
effective. The directors of the Company is currently
assessing the impact of these HKFRSs but are not yet
in a position to state whether they would have
material financial impact on the Group’s financial

B R R MR

BE-FTLF=A=t+-BLEE

2. RMHFTREET 2 BRI HR

HER (&)

2.2 BEMERERERZHET BT
BRYHREEL
A5 3 IR IR A T E M2 Mok
SR EBHBRELR  ARTEE
REFERSEERGRELL 2 Y
£ EMRERTRSENGTHAE
EHGREEREANBLE -

statements.

Amendment to HKAS 1 “Presentation of Financial Statements” - Capital Disclosures !
CHEN - Ak [k z 25 — B REE

HKAS 23 (Revised) “Borrowing Costs” 2

&g et 2RI 235 (K EET) [fEERA 2

HKFRS 7 “Financial Instruments: Disclosures” !
BEMBREERIE 75 [T A : #E&]

HKFRS 8 “Operating Segments” 2

H 7 B i 22 B F 85 [#e & Ek]2

HK(IFRIC) Interpretation 8 “Scope of HKFRS 2” 3

BB (MBRERELZE]) RESLHR (BB EERE25% 2 & E ]2

HK(IFRIC) Interpretation 9 “"Reassessment of Embedded Derivatives” 4
58 MBEREREZES) REFESR [EfmAXITET A

HK(IFRIC) Interpretation 10 “Interim Financial Reporting and Impairment” ®
EE (MBRERBEZEG) REFI05% [ HA BT 75 3R 5 RORl B ®

HK(IFRIC) Interpretation 11 “Group and Treasury Share Transactions” ¢
EE(MBHREREZES) REF1IR [EEREFRHRZ S

HK(IFRIC) Interpretation 12 “Service Concession Arrangements” ’

ER (MBHREREZEE) 2B 125 (ARG ERZ Y]

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

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

9 Effective for annual periods beginning on or after 1
May 2006

d Effective for annual periods beginning on or after 1
June 2006

9 Effective for annual periods beginning on or after 1
November 2006

© Effective for annual periods beginning on or after 1
March 2007

7 Effective for annual periods beginning on or after 1

January 2008

} R F-F-ARZRARZ
FEHREN -

2 RZZBZEAF A —BARZRARZ
FREBARER -

3 R-ZBERFRAA-—BHZ2EMBZ
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° R-ZZBERF+ A —BRZERAR
ZEFEHEENR -

6 R-FEELF=ZA—BHZ2EHBEZ
FEBPRAER -
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Notes to the Financial Statements
For the year ended 31 March 2007

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

3.1

3.2

3.3

Baisis of preparation

The significant accounting policies that have been
used in the preparation of these financial statements
are summarised below. These policies have been
consistently applied to all the years presented unless
otherwise stated.

The financial statements have been prepared on the
historical cost basis except for the investment
properties and certain financial assets and liabilities,
which are stated at their fair value. The measurement
bases are fully described in the accounting policies
below.

It should be noted that accounting estimates and
assumptions are used in preparation of the financial
statements. Although these estimates are based on
management’s best knowledge and judgement of
current events and actions, actual results may
ultimately differ from those estimates. The areas
involving a higher degree of judgement or
complexity, or areas where assumptions and
estimates are significant to the financial statements,
are disclosed in note 4.

Baisis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and its
subsidiaries made up to 31 March each year.

Subsidiaries

Subsidiaries are entities over which the Group has
the power to control the financial and operating
policies so as to obtain benefits from their activities.
The existence and effect of potential voting rights
that are currently exercisable or convertible are
considered when assessing whether the Group
confrols another entity. Subsidiaries are fully
consolidated from the date on which confrol is
transferred to the Group. They are excluded from
consolidation from the date that control ceases.
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Notes to the Financial Statements
For the year ended 31 March 2007

3. SUMMARY OF SIGNIFICANT ACCOUNTING

44

POLICIES (continued)

3.3 Subsidiaries (continued)

Business combinations (other than for combining
entities under common control) are accounted for
by applying the purchase method. This involves the
revaluation at fair value of all identifiable assets and
liabilities, including contingent liabilities of the
subsidiary, at the acquisition date, regardless of
whether or not they were recorded in the financial
statements of the subsidiary prior fo acquisition. On
initial recognition, the assets and liabilities of the
subsidiary are included in the consolidated balance
sheet at their fair values, which are also used as the
bases for subsequent measurement in accordance
with the Group’s accounting policies.

Intra-group transactions, balances and unrealised
gains on fransactions between group companies are
eliminated in preparing the consolidated financial
statements. Unrealised losses are also eliminated
unless the transaction provides evidence of an
impairment of the asset transferred.

In the Company’s balance sheet, subsidiaries are
carried at cost less any impairment loss. The results of
the subsidiaries are accounted for by the Company
on the basis of dividends received and receivable
at the balance sheet date.

Minority interest represents the portion of the profit
or loss and net assets of a subsidiary attributable to
equity interests that are not owned by the Group
and are not the Group’s financial liabilities.

Minority interests are presented in the consolidated
balance sheet within equity, separately from the
equity attributable to the equity holders of the
Company. Profit or loss attributable to the minority
interests are presented separately in the
consolidated income statement as an allocation of
the Group’s results. Where losses applicable fo the
minority exceeds the minority interests in the
subsidiary’s equity, the excess and further losses
applicable to the minority are allocated against the
minority interest to the extent that the minority has a
binding obligation and is able to make an additional
investment fo cover the losses. Otherwise, the losses
are charged against the Group’s inferests. If the
subsidiary subsequently reports profits, such profits are
allocated to the minority interest only after the
minority’s share of losses previously absorbed by the
Group has been recovered.
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Notes to the Financial Statements
For the year ended 31 March 2007

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.4 Associates

3. FESHHERBE (&)

3.4 BE QT

Associates are those entities over which the Group is
able to exert significant influence, generally
accompanying a shareholding of between 20% and
50% of voting rights but which are neither subsidiaries
nor investment in a joint venture. In consolidated
financial statements, investment in associates is
initially recognised at cost and subsequently
accounted for using the equity method. Under the
equity method, the Group’s inferest in the associate
is carried at cost and adjusted for the post-
acquisition changes in the Group’s share of the
associate’s net assets less any identified impairment
loss, unless it is classified as held for sale (or included
in a disposal group that is classified as held for sale).
The consolidated income statement includes the
Group’s share of the post-acquisition, post-tax results
of the associate for the year, including any
impairment loss on goodwill relating to the
investment in associate recognised for the year.

When the Group’s share of losses in an associate
equals or exceeds ifs interest in the associate, the
Group does not recognise further losses, unless it has
incurred legal or constructive obligations or made
payments on behalf of the associate. For this
purpose, the Group’s inferest in the associate is the
carrying amount of the investment under the equity
method together with the Group’s long-term interests
that in substance form part of the Group’s net
investment in the associate.

Any excess of the cost of acquisition over the Group’s
share of the net fair value of the idenfifiable assets,
liabilities and contingent liabilities of the associate
recognised at the date of acquisition is recognised
as goodwill. The cost of 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,
plus any costs directly atfributable to the investment.

The goodwill is included within the carrying amount
of the investment and is assessed for impairment as
part of the investment. After the application of equity
method, the Group defermines whether it is
necessary to recognise an additional impairment loss
on the Group’s investment in ifs associates. At each
balance sheet date, the Group determines whether
there is any objective evidence that the investment
in associate is impaired. If such indications are
identified, the Group calculates the amount of
impairment as being the difference between the
recoverable amount (see note 3.11) of the associate
and its carrying amount.
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Notes to the Financial Statements
For the year ended 31 March 2007

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

46

3.4

3.5

Associates (continued)

Any excess of the Group’s share of the net fair value
of the identifiable assets, liabilities and contfingent
liabilities over the cost of acquisition, after
reassessment, is recognised immediately in the
income statement in the determination of the
Group’s share of the associate’s profit or loss in which
the investment is acquired.

Unrealised gains on transactions between the Group
and its associates are eliminated to the extent of the
Group’s interest in the associates. Unrealised losses
are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred.
Where the associate uses accounting policies other
than those of the Group for like transactions and
events in similar circumstances, adjustments are
made, where necessary, to conform the associate’s
accounting policies to those of the Group when the
associate’s financial statements are used by the
Group in applying the equity method.

In the Company’s balance sheet, investment in an
associate is stated at cost less any impairment losses.
The results of associates are accounted for by the
Company on the basis of dividends received and
receivable.

Foreign currencies translation

The financial statements are presented in Hong Kong
Dollars ("HKS$"), which is also the functional currency
of the Company.

In tfhe individual financial statements of the
consolidated entities, foreign currency fransactions
are franslated intfo the functional currency of the
individual entity using the exchange rates prevailing
at the dates of the transactions. At balance sheet
date, monetary assets and liabilities denominated in
foreign currencies are franslated at the foreign
exchange rates ruling at the balance sheet date.
Foreign exchange gains and losses resulting from the
settlement of such transactions and from the
balance sheet date retranslation of monetary assets
and liabilities are recognised in the income
statement.
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Notes to the Financial Statements
For the year ended 31 March 2007

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.5 Foreign currencies translation (contfinued)

3. FESHHERBE (&)

3.5 ‘M E (&)

Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated
at the rates prevailing on the date when the fair
value was determined and are reported as part of
the fair value gain or loss. Non-monetary items that
are measured in terms of historical cost in a foreign
currency are not retranslated.

In the consolidated financial statements, all
individual financial statements of foreign operations,
originally presented in a currency different from the
Group’s presentation currency, have been
converted intfo HKS. Assets and liabilities have been
franslated intfo HK$ at the closing rates at the
balance sheet date. Income and expenses have
been converted into the HK$ at the exchange rates
ruling at the transaction dates, or at the average
rates over the reporting period provided that the
exchange rates do not fluctuate significantly. Any
differences arising from this procedure have been
dealt with separately in the franslation reserve in
equity.

Goodwill and fair value adjustments arising on the
acquisition of a foreign operation on or after 1 April
2005 have been treated as assefs and liabilities of
the foreign operation and franslated into Hong Kong
dollars at the closing rates. Goodwill arising on the
acquisitions of foreign operation before 1 April 2005
is translated at the foreign exchange rate that
applied at the date of acquisition of the foreign
operation.

Other exchange differences arising from the
tfranslation of the net investment in foreign entities
and of borrowings are taken to shareholders’ equity.
When a foreign operation is sold, such exchange
differences are recognised in the income statement
as part of the gain or loss on sale.
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POLICIES (continued)

3.6 Revenue recognition

Revenue comprises the fair value for the sale of
goods, rendering of services, the use by other of the
Group’s assets yielding interest, royalfies and
dividends, net of rebates and discounts. Revenue is
recognised when it is probable that the economic
benefits will flow to the Group and when the revenue
and costs, if applicable, can be measured reliably,
on the following bases:

(a) Sales of goods are recognised upon fransfer of
the significant risks and rewards of ownership to
customer. This is usually tfaken as the time when
the goods are delivered and the customer has
accepted the goods.

(b) Sales of air tickets are recognised upon issuance
of the air tickefts.

(c) Sales of tours are recognised upon departure of
the tour group.

(d) Revenue from hotel accommodation is
recognised upon issuance of the hotel vouchers.

(e) Consultancy service income and credit card
service income are recognised when services
are provided.

(f) License fees are recognised over the license
period.

(g) Dividend income is recognised when the right
to receive payment is established.

(h) Rental income, including rentals invoiced in
advance from properties under operating
leases, is recognised on a straight line basis over
the term of the lease.

() Interest income from credit card receivables is
recognised in the consolidated income
statement on an accrual basis, except where a
debt becomes doubftful, in which case
recognition of interest income is suspended until
it is realised on a cash basis.

() Ofther interest income is recognised on a time-
proportion basis using the effective interest
method.
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Notes to the Financial Statements
For the year ended 31 March 2007

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.7

3.8

3.9

Borrowing costs

All borrowing costs are expensed as incurred during
the year.

Goodwill

Set out below are the accounting policies on
goodwill arising on acquisition of a subsidiary.
Accounting for goodwill arising on acquisition of
investment in an associate is set out in note 3.4.

Goodwill represents the excess of the cost of a
business combination or an investment over the
Group’s interest in the net fair value of the acquiree’s
identifiable assefts, liabilities and contingent liabilities.
The cost of the business combination 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, plus any costs directly attributable to the
business combination or investment.

Goodwill is stated at cost less accumulated
impairment losses. Goodwill is allocated to cash-
generating units and is tested annually for
impairment (see note 3.11).

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

On subsequent disposal of a subsidiary, the
attributable amount of goodwill capitalised is
included in the determination of the amount of gain
or loss on disposal.

Prepaid land leases and property, plant and
equipment

Prepaid land leases represents up-front payments to
acquire long term interest in the usage of land. They
are stated at cost and charged to income statement
over the remaining period of the lease on a straight-
line basis net of any impairment losses.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING

50

POLICIES (continued)
3.9 Prepaid land leases and property, plant and

equipment (continued)

Buildings held for own use which are situated on
prepaid land leases, where the fair value of the
building could be measured separately from the fair
value of the prepaid land leases at the inception of
the lease, and other items of plant and equipment
are stated at cost less accumulated depreciation
and impairment losses.

Assets held under finance leases are depreciated
over their expected useful lives or the term of the
relevant lease, if shorter.

Depreciation is provided to write off the cost over
their estimated useful lives, on the following bases
and at the following rates per annum:

Buildings
Over the shorter of the lease term or 2% on straight-
line method

Leasehold improvements
Over the term of the lease or 6.67%-20% on straight-
line method, whichever is the shorter

Furniture, fixtures and motor vehicles
20%-25% on reducing balance method

The assets’ estimated useful lives are reviewed, and
adjusted if appropriate, at each balance sheet date.

The gain or loss arising on retirement or disposals is
determined as the difference between the sales
proceeds and the carrying amount of the asset and
is recognised in the income statement.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that fufure
economic benefits associated with the item will flow
to the Group and the cost of the item can be
measured reliably. All other costs, such as repairs and
maintenance are charged to the income statement
during the financial period in which they are
incurred.
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Notes to the Financial Statements
For the year ended 31 March 2007

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.10Investment properties

3. FESHHERBE (&)

3.10REW

Investment properties are land and/or buildings
which are on freehold land/owned or held under a
leasehold inferest fo earn rental income and/or for
capital appreciation. These include land held for a
currently undetermined future use.

When the Group holds a property intferest under an
operating lease to earn rental income and/or for
capital appreciation, the inferest is classified and
accounted for as an investment property on a
property-by-property basis. Any such property interest
which has been classified as an investment property
is accounted for as if it were held under a finance
lease.

On initial recognition, investment property is
measured at cost, including any directly attributable
expenditure. Subsequent to initial recognition,
investment property is stated at fair value. The
carrying amounts recognised in the balance sheet
reflect the prevailing market conditions at the
balance sheet date.

Gains or losses arising from either changes in the fair
value or the sale of an investment property is
included in the income statement for the period in
which they arise.

Property which is held by the Group for use in the
production or supply of goods or services or for
administrative purposes is classified as owner-
occupied property. The Group accounts for such
property in accordance with the policy stated in
note 3.9 for buildings and prepaid land lease
elements of the owner-occupied property
respectively. When the owner-occupied property
subsequently becomes an investment property that
will be carried at fair value, any decrease in the
carrying amount of the property is recognised in the
income statement. However, to the extent that an
amount is previously included in revaluation surplus
for the owner-occupied property, the decrease is
charged against that revaluation surplus. Any
increase in the carrying amount is recognised in
income statement to the extent that such increase
reverses a previous impairment loss and any
remaining part of increase is credited directly to
assets revaluation reserve.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING

52

POLICIES (continued)

3.10Investment properties (continued)

On subsequent disposal of the investment property
which was previously an owner-occupied property,
the revaluation surplus included in assets revaluation
reserve is transferred to retained earnings.

For properties held for sale which subsequently
become investment properties that will be carried at
fair value, any difference between the fair value of
the property at the date of change in use and its
previous carrying amount will be recognised in
income statement.

3.11 Impairment of assets

Goodwill arising on an acquisition of subsidiary,
property, plant and equipment, and inferests in
subsidiaries and associates are subject to impairment
testing.

Goodwill is fested for impairment at least annually,
irrespective of whether there is any indicatfion that
they are impaired. All other assets are ftested for
impairment whenever there are indications that the
asset’s carrying amount may not be recoverable.

An impairment loss is recognised as an expense
immediately for the amount by which the asset’s
carrying amount exceeds its recoverable amount,
unless the relevant asset is carried at revalued
amount under the Group’s accounting policy. The
recoverable amount is the higher of fair value,
reflecting market conditions 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 assessment of time value of money
and the risk specific fo the asset.

For the purposes of assessing impairment, where an
asset does not generate cash inflows largely
independent from those from other assets, the
recoverable amount is determined for the smallest
group of assets that generate cash inflows
independently (i.e. a cash-generating unif). As a
result, some assets are tested individually for
impairment and some are tested at cash-generating
unit level. Goodwill in particular is allocated to those
cash-generating units that are expected to benefit
from synergies of the related business combination
and represent the lowest level within the Group at
which fthe goodwill is monitored for internal
management purpose.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. TESTHRMUE (B

POLICIES (continued)

3.11 Impairment of assets (continued)

SNEERE (&)

Impairment losses recognised for cash-generating
units, fo which goodwill has been allocated, are
credited initially to the carrying amount of goodwill.
Any remaining impairment loss is charged pro rata
to the other assets in the cash-generating unit,
except that the carrying value of an asset will not be
reduced below its individual fair value less cost to
sell, or value in use, if determinable.

An impairment loss on goodwill is not reversed in
subsequent periods. In respect of other assefs, an
impairment loss is reversed if there has been a
favourable change in the estimates used to
determine the asset’s recoverable amount and only
to the extent that the asset’s carrying amount does
not exceed the carrying amount that would have
been defermined, net of depreciation or
amortisation, if no impairment loss had been
recognised.

3.12 Leases

An arrangement, comprising a fransaction or a series
of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to
use a specific asset or assets for an agreed period of
time in refurn for a payment or a series of payments.
Such a determination is made based on an
evaluation of the substance of the arrangement and
is regardless of whether the arrangement takes the
legal form of a lease.

()  Classification of assets leased to the Group

Assets that are held by the Group under leases
which tfransfer to the Group substantially all the
risks and rewards of ownership are classified as
being held under finance leases. Leases which
do not fransfer substantially all the risks and
rewards of ownership to the Group are classified
as operating leases, with fthe following
exceptions:

- property held under operating leases that
would otherwise meet the definition of an
investment property is classified as an
investment property on a property-by-
property basis and, if classified as
investment property, is accounted for as if
held under a finance lease (see note 3.10);
and
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@

@

(i)

POLICIES (continued)

3.12 Leases (confinued)

Classification of assets leased to the Group
(continued)

= land held for own use under an operating
lease, the fair value of which cannot be
measured separately from the fair value of
a building situated thereon, at the
inception of the lease, is accounted for as
being held under a finance lease, unless
the building is also clearly held under an
operating lease (see note 3.9). For these
purposes, the inception of the lease is the
tfime that the lease was first entered into
by the Group, or taken over from the
previous lessee.

Assets acquired under finance leases

Where the Group acquires the use of assets
under finance leases, the amounts representing
the fair value of the leased asseft, or, if lower,
the present value of the minimum lease
payments, of such assefs are included in fixed
assets and the corresponding liabilities, net of
finance charges, are recorded as finance lease
payables.

Subsequent accounting for assetfs held under
finance lease agreements corresponds to those
applied to comparable acquired assets. The
corresponding finance lease liability is reduced
by lease payments less finance charges.

Finance charges implicit in the lease payments
are charged to income statement over the
period of the leases so as to produce an
approximately constant periodic rate of charge
on the remaining balance of the obligations for
each accounting period.

Operating lease charges as the lessee

Where the Group has the use of assets held
under operating leases, payments made under
the leases are charged o the income statement
on a straight-line basis over the lease ferms
except where an alternative basis is more
representative of the pattern of benefits to be
derived from the leased assets. Lease incentives
received are recognised in the income
statement as an infegral part of the aggregate
net lease payments made.
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Notes to the Financial Statements
For the year ended 31 March 2007

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FEGHBEBE (&)
POLICIES (continued)

3.12Leases (continued) 31254 (&)

(iv) Assets leased out under operating leases as the
lessor

Assets leased out under operating leases are
measured and presented according to the
nature of the assets. Initial direct costs incurred
in negotiating and arranging an operating lease
are added to the carrying amount of the leased
asset and recognised as an expense over the
lease ferm on the same basis as the rental
income.

Rental income receivable from operating leases
is recognised in profit or loss on a straight-line
basis over the periods covered by the lease
term, except where an alternative basis is more
representative of the pattern of benefits to be
derived from the use of the leased asset. Lease
incentives granted are recognised in profit or
loss as an integral part of the aggregate net
lease payments receivable.

3.13 Financial assets

The Group’s accounting policies for financial assets
other than investments in subsidiaries and associates
are set out below.

Financial assets are classified into the following
categories:

- financial assets af fair value through profit or
loss

- loans and receivables
- available-for-sale financial assets

Management determines the classification of its
financial assetfs at initial recognition depending on
the purpose for which the financial assets were
acquired and where allowed and appropriate, re-
evaluates this designation at every reporting date.

All financial assets are recognised when, and only
when, the Group becomes a party fo the contractual
provisions of the instrument. Regular way purchases
of financial assets are recognised on trade date.
When financial assets are recognised initially, they
are measured at fair value, plus, in the case of
investments not at fair value through profit or loss,
directly aftributable transaction costs.
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POLICIES (continued)

3.13 Financial assets (continued)

Derecognition of financial assets occurs when the
rights to receive cash flows from the investments
expire or are transferred and substantially all of the
risks and rewards of ownership have been
fransferred. At each balance sheet date, financial
assets are reviewed to assess whether there is
objective evidence of impairment. If any such
evidence exists, impairment loss is determined and
recognised based on the classification of the
financial assef.

() Financial assets at fair value through profit or
loss

Financial assets at fair value through profit or
loss includes financial assets held for trading
which are acquired for the purpose of selling in
the near term. Derivatives, including separated
embedded derivatives are also classified as
held for trading unless they are designated as
effective hedging instruments or financial
guarantee contracts.

Subsequent to initial recognition, these are
measured at fair value with changes in fair value
recognised in income statement.

(i) Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. These are subsequently measured at
amortised cost using the effective interest
method, less any impairment losses. Amortised
cost is calculated taking info account any
discount or premium on acquisition and includes
fees that are an intfegral part of the effective
interest rate and fransaction cost.
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Notes to the Financial Statements
For the year ended 31 March 2007

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.13 Financial assets (continued)

(i)  Available-for-sale financial assets

Available-for-sale financial assets include non-
derivative financial assets that are either
designated to this category or do not qualify for
inclusion in any of the other categories of
financial assetfs. These are subsequently
measured at fair value. Gain or loss arising from
a change in the fair value is recognised directly
in equity, except for impairment losses (see the
policy below) and foreign exchange gains and
losses, until the financial asset is derecognised,
at which time the cumulative gain or loss
previously recognised in equity would be
recognised in the income statement. Interest
calculated using the effective inferest method
is recognised in the income statement. Upon
disposal, the cumulative gain or loss previously
recognised in equity is fransferred to the income
statement.

For available-for-sale investments in equity
securities that do not have a quoted market
price in an active market and whose fair value
cannot be reliably measured, they are
measured at cost less any identified impairment
losses at each balance sheet date subsequent
to initial recognition.

Impairment of financial assets

At each balance sheet date, financial assets other
than at fair value through profit or loss are reviewed
to determine whether there is any objective
evidence of impairment. If any such evidence exists,
the impairment loss is measured and recognised as
follows:
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

3.13 Financial assets (continued)

58

®

(i)

Financial assets carried at amortised cost

If there is objective evidence that an
impairment loss on loans and receivables has
been incurred, the amount of the loss is
measured as the difference between the asset’s
carrying amount and the present value of
estimated future cash flows (excluding future
credit losses that have not been incurred)
discounted at the financial asset’s original
effective interest rate (i.e. the effective interest
rate computed at initial recognition). The
amount of the loss is recognised in the income
statement in the period in which the impairment
occurs.

If, in subsequent period, the amount of the
impairment loss decreases and the decrease
can be related objectively to an event
occurring after the impairment was recognised,
the previously recognised impairment loss is
reversed to the extent that it does not result in a
carrying amount of the financial asset
exceeding what the amortised cost would have
been had the impairment not been recognised
at the date the impairment is reversed. The
amount of the reversal is recognised in the
income statement in the period in which the
reversal occurs.

Available-for-sale financial assets

When a decline in the fair value of an available-
for-sale financial asset has been recognised
directly in equity and there is objective
evidence that the asset is impaired, an amount
is removed from equity and recognised in the
income statement as impairment loss. That
amount is measured as the difference between
the asset’s acquisition cost (net of any principal
repayment and amortisation) and current fair
value, less any impairment loss on that asset
previously recognised in the income statement.

Reversals in respect of investment in equity
instruments classified as available-for-sale are
not recognised in the income statement. The
subsequent increase in fair value is recognised
directly in equity. Impairment losses in respect
of debt securities are reversed if the subsequent
increase in fair value can be objectively related
to an event occurring after the impairment loss
was recognised. Reversal of impairment losses
in such circumstances are recognised in the
income statement.
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Notes to the Financial Statements
For the year ended 31 March 2007

3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FEGHBEBE (&)
POLICIES (continued)

3.13Financial assets (continued) J3EWMEE (&)

(iii)  Financial assets carried at cost

The amount of impairment loss is measured as
the difference between the carrying amount of
the financial asset and the present value of
estimated future cash flows discounted at the
current market rate of return for a similar
financial asset. Such impairment losses are not
reversed in subsequent periods.

3.14 Inventories

Inventories are carried at the lower of cost and net
realisable value. Cost is determined using the
weighted average basis. Net realisable value is the
estimated selling price in the ordinary course of
business less the estimated cost of completion and
applicable selling expenses.

3.15 Accounting for income taxes

Income tax comprises current fax and deferred tax.

Current income tax assets and/or liabilities comprise
those obligations to, or claims from, fiscal authorities
relating to the current or prior reporting period, that
are unpaid at the balance sheet date. They are
calculated according to the fax rates and tax laws
applicable to the fiscal periods to which they relate,
based on the taxable profit for the year. All changes
to current tax assets or liabilities are recognised as a
component of income tax expense in the income
statement.

Deferred tax is calculated using the liability method
on temporary differences at the balance sheet date
between the carrying amounts of assets and liabilities
in the financial statements and their respective tax
bases. Deferred tax liabilities are generally
recognised for all taxable temporary differences.
Deferred tax assets are recognised for all deductible
temporary differences, tax losses available to be
carried forward as well as other unused tax credits,
to the extent that it is probable that taxable profit
will be available against which the deductible
temporary differences, unused tax losses and unused
tax credits can be utilised.

Deferred tax assets and liabilities are not recognised
if the temporary difference arises from goodwill or
from initial recognition (other than in a business
combination) of assets and liabilities in a fransaction
that affects neither taxable nor accounting profit or
loss.
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POLICIES (continued)

3.15 Accounting for income taxes (confinued)

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

Deferred tax is calculated, without discounting, at
tax rates that are expected to apply in the period
the liability is settled or the asset realised, provided
they are enacted or substantively enacted at the
balance sheet date.

Changes in deferred tax assetfs or liabilities are
recognised in the income statement, or in equity if
they relate to items that are charged or credited
directly to equity.

3.16 Cash and cash equivalents

Cash and cash equivalents include cast at bank and
in hand, demand deposits with banks and short ferm
highly liquid investments with original maturities of
three months or less that are readily convertible intfo
known amounts of cash and which are subject to an
insignificant risk of changes in value. For cash flow
statement presentation, cash and cash equivalents
include bank overdrafts which are repayable on
demand and form an intfegral part of the Group’s
cash management.

3.17 Share capital

Ordinary shares are classified as equity. Share capital
is determined using the nominal value of shares that
have been issued.

Share premium includes any premiums received on
the issue of share capital. Any fransaction costs
associated with the issuing of shares are deducted
from share premium (net of any related income tax
benefit) to the extent they are incremental costs
directly attributable to the equity tfransaction.
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Notes to the Financial Statements
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FEGHBEBE (&)
POLICIES (continued)

3.18 Retirement benefit costs and short term JIBENREBEFA AR IEHEERA

employee benefits

Retirement benefits to employees are provided
through several defined conftribution plans.

Retirement benefits scheme

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

The employees of the Group’s subsidiaries operate in
Singapore and Japan are required to parficipate in
the defined confribution plans regulated and
managed by the local government. The contributions
to the defined contribution plans are charged to the
income statement in the period to which the
confributions relate.

Short term employee benefits

Employee entitlements to annual leave are
recognised when they accrue to employees. A
provision is made for the estimated liability for annual
leave as a result of services rendered by employees
up to the balance sheet date.

Non-accumulating compensated absences such as
sick leave and maternity leave are not recognised
until the time of leave.

3.19 Share-based employee compensation

All share-based payment arrangements granted
after 7 November 2002 and not vested on 1 April
2005 are recognised in the financial statements. The
Group operates equity-settled share-based
compensation plans for remuneration of its
employees.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
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POLICIES (continued)

3.19Share-based employee compensation

(continued)

All employee services received in exchange for the
grant of any share-based compensation are
measured at their fair values. These are indirectly
determined by reference to the share options
awarded. Their value is appraised af the grant date
and excludes the impact of any non-market vesting
conditions (for example, profitability and sales growth
targets).

All share-based compensation is ultimately
recognised as an expense in the income statement
with a corresponding increase in equity (employee
share-based compensation reserve). If vesting
periods or other vesting conditions apply. the
expense is recognised over the vesting period, based
on the best available estimate of the number of
share options expected to vest. Non-market vesting
conditions are included in assumptions about the
number of options that are expected to become
exercisable. Estimates are subsequently revised, if
there is any indication that the number of share
options expected to vest differs from previous
estimates. No adjustment to expense recognised in
prior periods is made if fewer share options ultimately
are exercised than originally vested.

At the time when the share options are exercised,
the amount previously recognised in employee
share-based compensation reserve will be fransferred
to share premium. When the share options are
forfeited or are still not exercised at the expiry date,
the amount previously recognised in share option
reserve will be transferred to retained earnings.

3.20 Financial liabilities

The Group’s financial liabilities include trade and
other payables, borrowings, finance leases payables
and convertible debentures.

Financial liabilities are recognised when the Group
becomes a party to the contractual agreements of
the instrument. All interest related charges are
recognised as an expense in finance costfs in the
income statement.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. FEGHBEBE (&)
POLICIES (continued)

3.20 Financial liabilities (continued)

320&mAE (&)

A financial liability is derecognised when the
obligation under the liability is discharged or
cancelled or expires.

Where an existing financial liability is replaced by
another from the same lender on substantially
different terms, or the terms of an existing liability are
substantially modified, such an exchange or
modification is tfreated as a derecognition of the
original liability and the recognition of a new liability,
and the difference in the respective carrying amount
is recognised in the income statement.

Finance lease payables

Finance lease payables are measured at initial value
less the capital element of lease repayments (see
note 3.12).

Borrowings

Borrowings are recognised initially at fair value, net
of fransaction costs incurred. Borrowings are
subsequently stated at amortised cost; any
difference between the proceeds (net of tfransaction
costs) and the redempftion value is recognised in the
income statement over the period of the borrowings
using the effective interest method.

Borrowings are classified as current liabilities unless
the Group has an unconditional right to def