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Results of operations

The Group's turnover for the year ended 31 December 2006 (the
"Period") was HK$5.4 million. Consolidated loss attributable to equity
holders of the Company was HK$39.6 million, compared with a loss
of HK$32.5 million in the same period last year.

Operating expenses increased to HK$43.8 million in 2006 from HK$19
million in 2005. Increase in operating expenses was attributable to
additional professional and other expenses incurred by the Company
in relation to the acquisition of subsidiary company, investment in Macau
projects and placement of new shares.

Other income increased by HK$5 million to HK$8.5 million in 2006
from HK$3.5million in 2005. Other income was mainly represented
by rental income received from the Group's investment properties
and interest income from fixed deposits in banks.

Business review

Signal Media completed the acquisition of Jovian Financial
Communications Ltd (“Jovian”) on 12 April 2006. For the year under
review, turnover was mainly contributed by Jovian amounting to HK$5.4
million. After the change in ownership, Jovian maintained its retainer
client base while securing additional projects during the year. The
Company has been making strategic investments in Jovian to expand
its capacity and capability to offer a complete range of PR services to
its clients. In the second half of the year, Jovian expanded its office
space and PR team resulting in an increase of rental and staff cost.
This investment was expensed during the second half of the year. In
addition, 2006 was a tight year for the small to medium size IPO and
the necessary change in service mix to non-IPO projects impacted the
margin.

Signal Media and Communications Holdings Limited

BRAXEREZERERAF

EEXE

HE_ZZAFT_A=T—HLEFE(XR
HAf]) - AEE 2% %% /55,400,000
T e ARAIZEGRRELGEBER
39,600,000 T + M L 4 [A B B &5 18
32,500,000 JT °

RS A =T HF 19,000,000 751 10
T T T ;NF43,800,000/8 7T © LRI 1T
MRERAABBEENE QR - RE KR
288 RECEFROMEEEINEEREA
BRAM -

H b A B = F 4 3,500,000/ 701 A
5,000,000/ 7T 2= — T F 754 8,500,000/
TC o AMAE B AREAEBEIREMED
WA - LARIRITEHTFHOFBUWA -

®BEOE

BXEER T XFEA+TZAZRK
BREMCERERAG(NRE]) - RE
BEEEAN YEEFERERE  ©EA
5,400,000/ 7T « REEERER - HERN
AEEHBERERPERREEEIING
B o ARRNEEEITREEIEIRE RA
HESMEERD  BRAERFREE
W AEBERRE c RAFET¥F &
EBRETEBLAZTEHRAHLBEEE - &
BHESRBIRALEH - ZWESERA
FETEFIN o o - ZFTRFHF
PRERAREEMs AR#E—F B
MU EKRBEHEES ZERREFERA
FEEEEFEMNEEX -



MANAGEMENT DiscussiON AND ANALYSIS

On 26 May 2006, Performing Investments Limited (“Performing
Investment”), a wholly owned subsidiary of the Company, made a
HK$100 million investment in a landmark luxury residential
development project in Macau. The project is on a south-facing site
situated on the prime waterfront area at Baia de Praia Grande (Nam
Van Lakes District). The remarkable location is opposite the Macau
Tower and within 10 minutes walk from Wynn Macau and Lisboa. This
super-luxury project is being designed to the highest international
standard and will be amongst the tallest buildings in Macau at 54
floors.

On 11 September 2006, Winning Elite Investments Limited (“Winning
Elite”), a wholly owned subsidiary of the Company, entered into a
subscription agreement whereby Winning Elite agreed to subscribe for
and purchase an interest in LCF Macau Co-Investors, L.P, (“LCF Macau"),
a limited partnership formed under the Partnership Act 1996 of the
BVI, at a total capital commitment of HK$100 million, which has been
fully drawn. Details of the aforesaid subscription are set out in the
announcement dated 14 September 2006. Since the announcement,
LCF Macau has invested in a prime site on the Taipa strip suitable for
development into a large scale residential and/or commercial project
over the next several years.

On 24 November 2006, the Company announced a HK$30 million
investment into CMM International Group (“CMM International”), the
cosmetics and beauty business founded by Professor Cheng Ming
Ming. Professor Cheng had already built the CMM brand into a widely
recognised and respected name in the PRC and it was felt that the
business was ready for an expansion phase. Subsequent to the period,
the Company was pleased to announce on 15 February 2007 that it
had agreed to a closer partnership with Professor Cheng by purchasing
the entire share capital of CMM International for 670 million new shares
in the Company and HK$33 million cash. Subject to completion,
Professor Cheng will become the Company’s second largest shareholder
at 19%, will join the Company's Board and will continue to oversee
CMM International for a number of years. Completion of the revised
agreement is expected within several weeks and plans are well
advanced for a very significant expansion of the business.
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The Company has been actively developing a number of other high
growth consumer spending related investments in the PRC and Macau.

On 5 June 2006, the Company announced a HK$62 million investment
into the XS-EXES brand of smart casual wear. Management believed
XS-EXES smart casuals were ideal for the fast expanding white collar
workforce in the PRC and sales were increasing at more than 50% per
annum. The transaction failed to complete as all the waivers of right of
first refusal could not be obtained and the deposit has been fully
returned.

On 11 September 2006, the Company entered into a subscription
agreement whereby the Company agreed to issue to LCF Il Holdings
Limited (“LCF II") warrants to subscribe for new shares at the price of
HK$0.1999 each provided LCF Il successfully introduced high-quality
investments to the Company according to set performance criteria.
The performance criteria were designed for sustainable growth of the
Company's earnings and share price. Details of the aforesaid placing
are set out in the announcement dated 13 September 2006.

The pesticide business continued to operate but failed to make any
financial contribution.

The Period has seen significant activity in the Company’s transformation.
The increasingly proactive growth strategy has attracted new funding
from international investors. The Group successfully conducted a fund
raising exercise in April 2006 with the placing of new shares, which
raised HK$191.8 million.

Prospects

In the search for high growth consumer related sectors, the PRC
continues to provide the bulk of the opportunities and the run up to
the Beijing Olympics will provide exceptional growth. Our management
team continues to select, assess and negotiate business opportunities
with a view of gaining exposure to the growth trends in the PRC over
the next several years and deliver superior returns to shareholders.

Signal Media and Communications Holdings Limited
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Liquidity and Financial Resources

As at 31 December 2006, the Group had cash and bank balances of
HK$112 million placed in bank mainly as fixed deposits and one of
the subsidiaries of the Group had an overdraft facility of HK$0.8 million.
The directors believe that the Group has sufficient working capital to
meet its present requirements.

Capital structure of the Company

The Group is financed by the issue of convertible bonds shares issued
during the Period and the Group's cash reserves. In April 2006, as part
of the consideration for the Acquisition of Jovian, the Company issued
an aggregate of 28,441,949 Shares. In May 2006, the Company issued
an aggregate of 959,000,000 new Shares to independent investors
to raise an aggregate of HK$191.8 million in cash. Save as the aforesaid,
there was no change in the capital structure of the Company during
the Period.

Material acquisitions and disposals of investments
During the Period, the Group acquired a financial communications
services provider Jovian and invested in Macau property projects. Other
than these investments, the Group had no other material acquisitions
or disposals of subsidiaries or affiliated companies during the Period.

Significant capital expenditures

Save as mentioned above, there were no significant capital expenditures
during the Period.

Details of charges on the Group's assets

The Group had a charge on the fixed deposit of HK$7 million made to
a bank for a guarantee granted by that bank to the landlord of one of
the Group's rental premises.

Contingent liabilities

The Group had no material contingent liabilities at 31 December 2006.
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Indebtedness
Borrowings and Gearing ratio

As at 31 December 2006, one of the subsidiaries of the Group had an
overdraft facility of HK$0.8 million in place. HK$189,000 of the facility
had been utilized by the subsidiary and there were no other bank
borrowings outstanding. The Group's gearing ratio, measured by total
borrowings to the shareholders’ fund, was nearly zero (2005: Zero).

Foreign exchange exposure

The directors believe that the exchange rate risk of the Group is minimal
because the Group's business transactions are principally denominated
in Hong Kong Dollars, which is the reporting currency of the Group.

Employees

As at 31 December 2006, the Group had 30 employees. Employees
receive competitive remuneration packages including salary and medical
benefits. Key staff may also be entitled to performance bonus and
share options to provide extra incentive to increase shareholder value.

Audit Committee

The Audit Committee aims at providing an independent and objective
review of the financial reporting process, internal controls, and the
audit functions of the Group. The current members are Mr. Sun Juyi,
Ms. Hin Yat Ha and Ms. Chiu Ching, Katie and they all have extensive
experience in accounting, commercial and probate matter. The
Committee held periodic meetings to review the accuracy of the interim
and annual financial results before the reports were sent to Board for
approval.

The Committee has reviewed the Group's annual results for the year
ended 31 December 2006.

Signal Media and Communications Holdings Limited
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