Directors’ Report

The directors hereby submit their annual report together
with the audited accounts for the year ended 31st
March, 2001.

PRINCIPAL ACTIVITIES AND GEOGRAPHICAL
ANALYSIS OF OPERATIONS

Particulars of the Group’s principal subsidiaries and
associated companies are set out in notes 33 and 17 to
the Accounts respectively.

An analysis of the Group’s turnover and contribution to
operating loss for the year by principal activity and
market is set out in note 4 to the Accounts.

RESULTS AND APPROPRIATIONS

The results for the year are set out in the consolidated
profit and loss account on page 48 of the annual report.

The directors do not recommend the payment of a
dividend.

SHARE CAPITAL

Details of the movements in share capital of the
Company are set out in note 22 to the Accounts.

RESERVES

Details of the movements in the reserves of the Group
and the Company during the year are set out in note
24 to the Accounts.

DISTRIBUTABLE RESERVES

At 31st March, 2001, the Company had no distributable
reserves, calculated under section 79B of the Hong Kong
Companies Ordinance.
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Directors’ Report

FIXED ASSETS

Details of the movements in fixed assets are set out in
note 15 to the Accounts.

FIVE YEARS FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities
of the Group for the last five financial years is set out
on page 107.

PURCHASE, SALE OR REDEMPTION OF
SHARES

The Company has not redeemed any of its shares during
the year. Neither the Company nor any of its subsidiaries
has purchased or sold any of the Company’s shares
during the year.

CONVERTIBLE NOTES

Details of the movements of convertible notes of the
Company are set out in note 27 to the Accounts.

BANK AND OTHER BORROWINGS AND
INTEREST CAPITALISED

Particulars of the Group’s bank loans and other
borrowings are set out in note 26 to the Accounts.

No interest was capitalised by the Group during the
year.

MAJOR CUSTOMERS AND SUPPLIERS

The five largest customers of the Group accounted for
approximately 27% of the Group’s turnover and the
five largest suppliers of the Group accounted for
approximately 26% of the Group’s total purchases for
the year. The largest customer of the Group accounted
for approximately 13% of the Group’s turnover and the
largest supplier of the Group accounted for
approximately 10% of the Group’s total purchases for
the year.

EFEHE

BlE&EE

BEEEZESFBHANKBEMES °

T FHBERE

AEFEBERAEAVBRFECEEREAEHRBEREFHR
£ 1078 °

==
=
=
il
il
pulB
i
[g]

ARABRAFRIL BB @A G 2 Bdn - MARRHZH
BRARANAFENBEEEARARA RN -

JRREE

AABABRREREZZHFBHNEKEMFE27 -

RITREMERRERNL 2B

AEEZRITERREMERFBHN KB ME 26 -

AEERAFELEBFEEARL -

ITREFRHER

AFEEARBBEARRFPZRZIBHAEEAEEED
27% F MAARBER 2 X SBAANEREEERBELY
26% - AFEAEERGARF 2R HBEAEEE
EEN13%  MEAHERsRZBAMLRER BT
BEA10% o



Directors’ Report

Two of the five largest customers, which accounted for
approximately 16% of the Group’s turnover, are
beneficially owned by a director of the Company.

Save as disclosed above, none of the directors, their
associates or shareholders who to the knowledge of
the directors own more than 5% of the Company’s share
capital, had an interest in any of the above mentioned
suppliers and customers.

DIRECTORS

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

Executive Directors:

Mr. Jimmy Lai Chee Ying (Chairman)
Mr. Andrew Chow On Kiu
Mr. Yeung Wai Hong
Mr. Stephen Ting Ka Yu
Mr. Peter Kok Hon Kay
Mr. Pieter Lodewijk Schats

(appointed on 10th November, 2000)
Mr. Otto Chan Chun Shing

(appointed on 10th November, 2000)
Mr. Morris Ho Kwok Fai

(resigned on 10th November, 2000)
Mr. Lim Tai Thong

(resigned on 10th November, 2000)

Independent Non-executive Directors:

Mr. V-nee Yeh
Mr. Gerald Hsu Chien-kuo
(appointed on 1st April, 2000)
Mr. Terry Fok Kwong Hang
(appointed on 21st June, 2000)
Mr. Ronald Lau Kin Hon
(resigned on 1st April, 2000)
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Directors’ Report

In accordance with Articles 79, 84 and 86 of the
Company’s Articles of Association, Mr. Pieter Lodewijk
Schats, Mr. Otto Chan Chun Shing and Mr. V-nee Yeh
retire at the forthcoming annual general meeting of the
Company and, being eligible, offer themselves for re-
election.

Each of the existing Independent Non-executive Directors
has been appointed for a fixed term to be expired on
31st March, 2003.

DIRECTORS’ SERVICE CONTRACTS

None of the directors who are proposed for re-election
at the forthcoming annual general meeting has a service
contract with the Group which is not determinable
within one year without payment of compensation, other
than statutory compensation.

CONNECTED TRANSACTIONS AND
DIRECTORS’ INTEREST IN CONTRACTS

Connected transactions

Transactions between the Group and the following
parties during the year constitute both related party
transactions under SSAP 20 and connected transactions
under the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”):

Mr. Lai

Next International and its fellow subsidiaries (collectively
“Next Private Group”)

ADL and its subsidiaries (collectively “Apple Daily
Group”)

AD Marketing Limited (“AD Marketing”)
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Directors’ Report

Significant transactions with these parties during the
year ended 31st March, 2001 are disclosed in note 32
to the Accounts. A waiver from strict compliance with
the relevant requirements under Chapter 14 of the
Listing Rules in relation to the following transactions
has been granted by the Stock Exchange:

1. the provision of printing services for the printing
of the Next Magazine, Sudden Weekly magazine
and Eat & Travel Weekly magazine by the Group
to Next Private Group. The aggregate printing
fees payable to the Group by Next Private Group
in respect of the provision of printing service by
the Group should not exceed HK$90 million for
a financial year, and

2. the placing of advertisements by the Group in
Apple Daily, Next Magazine, Sudden Weekly
magazine and Eat & Travel Weekly magazine. The
aggregate advertising fees payable by the Group
to ADL and Next Private Group for placing of
advertisements should not exceed HK$25 million
for a financial year.

During the year, press notices have been issued in
compliance with the relevant requirements under
Chapter 14 of the Listing Rules in relation to the
following transactions:

1. The provision of printing services for the printing
of various documents (excluding the printing of
magazines under the waiver granted by the Stock
Exchange) pursuant to four printing agreements
dated 22nd September, 2000 entered into
between Paramount Printing Company Limited
(“PPCL"), one of the subsidiaries of the Company,
and each of ADL, NMHL, AD Marketing and
eZVan Limited, which are companies controlled
by Mr. Lai, for a term of one year from 1st April,
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Directors’ Report

2000 with expected aggregate printing charges
not exceeding HK$10 million for the term of the
agreement. The aggregate printing income
received by PPCL amounted to approximately
HK$6.6 million for the year ended 31st March,
2001. Subsequent to the year end date, new
printing agreements were entered into between
PPCL and each of ADL and NMHL on 16th July,
2001 to replace the aforementioned agreements
for the continued provision of the said printing
services for a further period of one year from 1st
April, 2001.

The procurement of the pre-production output
and scanning services in respect of certain
publications of the Group pursuant to 3
production agreements dated 23rd January, 2001
entered into between three subsidiaries of the
Company, namely Easy Finder Limited, Easy Finder
Marketing Limited and Next Media Interactive
Limited, and Next Media Group Management
Limited ("NMGML"), a company controlled by
Mr. Lai, for a term of one year from 20th October,
2000 with expected charges for the contract
period not exceeding HK$4 million. The aggregate
service fee paid by the Group to NMGML
amounted to approximately HK$3.1 million for
the year ended 31st March, 2001.
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The directors (including the independent non-executive
directors) have reviewed all the connected transactions
for the year ended 31st March, 2001 and confirmed
that:

=ST-HLEFEMERERHALMRER

(a) all the connected transactions were in the (a)
ordinary and usual course of business of the
Group;
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(b) all the connected transactions were on normal
commercial terms or on terms no less favourable
than terms available to (or from) independent
third parties;

(c) all the connected transactions were fair and
reasonable so far as the shareholders of the
Group are concerned; and

(d) in respect of the connected transactions under
the waiver obtained from the Stock Exchange,
the requirements under the waiver have been
complied with.

Directors’ interests in contracts

Mr. Lai is interested in the transactions between the
Group and himself, and those between the Group and
the Next Private Group, Apple Daily Group and AD
Marketing to the extent that he is a beneficial
shareholder of Next International, ADL and AD
Marketing.

Except for the above, no other contracts of significance
in relation to the Group’s businesses to which the
Company, its holding company, its subsidiaries, its fellow
subsidiaries or associated companies 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 period from 1st
April, 2000 to the date of this report.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

None of the directors of the Company had any interest
in any business which competes with the Group.
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Directors’ Report

DIRECTORS’ INTERESTS IN EQUITY OR
DEBT SECURITIES

At 31st March, 2001, the interests of the directors and
their associates in the securities of the Company and its
associated corporations as recorded in the register
maintained by the Company under section 29 of the
Securities (Disclosure of Interests) Ordinance (the “SDI
Ordinance”) or as notified to the Company were as
follows:

(a) Interests in the ordinary shares of the
Company

Directors EE

Mr. Lai BELE

Mr. Andrew Chow On Kiu A&BxEE

Mr. Yeung Wai Hong BERLE

Mr. Stephen Ting Ka Yu TR#MEE

Mr. Peter Kok Hon Kay WEELE

Mr. Pieter Lodewijk Schats Pieter Lodewijk Schats %t 4

Mr. Otto Chan Chun Shing BREE K 5L

Mr. V-nee Yeh EHrELE

Notes:

(1) These shares are owned by Flagstone Assets Limited, Mr. Yeung

is deemed to be interested in these shares by virtue of the
100% interest in Flagstone Assets Limited owned by himself
and his family.

(2) These shares are held by VP Special Situations | Limited
(“VPSS") to which VP Private Equity Ltd. (“VPPE") is the fund
manager. Mr. Yeh is deemed to be interested in these shares
by virtue of the fact that he has more than one third of the
voting rights in VPPE and a 0.486% attributable interest in
VPSS.
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(b)  Interests in share options of the Company

A new share option scheme was adopted by the
Company on 29th December, 2000 (the “2000 Share
Option Scheme”) under which eligible employees
(including executive directors) of the Company or any
of its subsidiaries may be granted options to subscribe
for shares in the Company. The Scheme is to co-exist
with the share option scheme adopted by the Company
on 20th September, 1993 (the “1993 Share Option
Scheme”). Any further options are to be granted under
the 2000 Share Option Scheme and no further option
will be granted under the 1993 Share Option Scheme.
Details of the 1993 Share Option Scheme and the 2000
Share Option Scheme are set out in note 23 to the
Accounts.

As at the date of this report, none of the existing
directors has been granted any options under the 1993
Share Option Scheme and the 2000 Share Option
Scheme.

Same as disclosed above, none of the directors or chief
executive of the Company, or their associates, had any
interest in the equity or debt securities of the Company
or any associated corporation as defined in the SDI
Ordinance as at 31st March, 2001.
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SUBSTANTIAL SHAREHOLDERS

The register of substantial shareholders maintained under
section 16(1) of the SDI Ordinance shows that as at
31st March, 2001, the Company had been notified of
the following substantial shareholders’ interests, being
10% or more of the Company’s issued share capital.

Name of shareholder BRRERE
Mr. Lai REAE

Note:  These represent the same lot of shares as disclosed under
“personal interests” of Mr. Lai in the section headed “Interests
in the ordinary shares of the Company” under “Directors’
interests in equity or debt securities” above.

MANAGEMENT CONTRACTS

No contracts concerning the management and
administration of the whole or any substantial part of
the business of the Group were entered into or existed
during the year.

COMPLIANCE WITH THE CODE OF BEST
PRACTICE OF THE LISTING RULES

Throughout the year, the Company was in compliance
with the Code of Best Practice as set out in the Listing
Rules.

EFEHE

FERR

REAHBSEOE 16(RMARLZ EBZRRELMN =
EE-F-A=Z+-HZETH FAFEHEEUTIE
Rz (MEBEAABDHETRAE10%HINLE) -

Number of ordinary shares
ZEREE
1,749,237,123

it ZEBROBAERLY [EEREHRER2ER] HEH [ARF
B D] PAMENRREEN [EARS] OG-

BEEEHN

AERBIBITKCALEBARE A IABDESKZ
EERTRZAH -

B LmRKERATA

ARARRBEFEHET EMRAZREBRATA -



Directors’ Report

DISCLOSURE PURSUANT TO PRACTICE
NOTE 19

The following disclosure is made by the Company in
compliance with the continuing disclosure requirement
under Practice note 19 of the Listing Rules.

As at 31st March, 2001, the Company has a term loan
facility from an international bank (the “Bank”) in the
amount of HK$102,800,000 (the “Facility”) which
imposes specific performance obligations on the
controlling shareholder of the Company. The outstanding
amount of the Facility is to be repaid in nine further
installments with the last installment falling due in June
2003. It will constitute a breach of the terms of the
Facility if (1) Mr. Lai either (a) ceases to be the beneficial
owner, directly or indirectly, of a majority of the issued
voting shares of each of the Company, Next International
and NMHL, a wholly owned subsidiary of Next
International, or (b) ceases to exercise management
control of each of the Company, Next International and
NMHL or (2) neither Next International nor Mr. Lai is on
its or his own the beneficial owner (directly or indirectly)
of at least 51% of the issued share capital of the
Company.

AUDIT COMMITTEE

The current members of the audit committee are Mr. V-
nee Yeh, Mr. Gerald Hsu Chien-kuo and Mr. Terry Fok
Kwong Hang. The principal activities of the Audit
Committee include the review and supervision of the
Group’s financial reporting process and internal controls.

SUBSEQUENT EVENTS

Details of significant post balance sheet events are set
out in note 34 to the Accounts.
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AUDITORS

The accounts have been audited by
PricewaterhouseCoopers who retire and, being eligible,
offer themselves for re-appointment.

On behalf of the Board
Chow On Kiu, Andrew
Director

Hong Kong, 18th July, 2001
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