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	SING TAO HOLDINGS LIMITED

	
	(Incorporated in Bermuda with limited liability)


	ANNOUNCEMENT OF RESULTS FOR THE PERIOD OF 
NINE MONTHS FROM 1ST APRIL, 2001 TO 31ST DECEMBER, 2001


FINANCIAL RESULTS

The directors of Sing Tao Holdings Limited (the “Company”) announce that the audited consolidated results of the Company and its subsidiaries (the “Group”) for the period of nine months ended 31st December, 2001 (the “Period”) were as follows:

Following the change of the financial year end date of the Company from 31st March to 31st December, the results for the Period comprises a period of nine months, and as such the comparative amounts presented herein are not for a comparable time period.

CONSOLIDATED PROFIT AND LOSS ACCOUNT 

For the period from 1st April, 2001 to 31st December, 2001
	
	
	Period from 
1st April, 2001 to 
31st December, 2001
	Year ended 
31st March, 2001

	
	Notes
	HK$'000
	HK$'000

	
	
	
	

	Turnover
	
	932,908
	1,272,679

	Cost of sales
	
	(598,017)
	(857,446)

	
	
	
	

	Gross profit
	
	334,891
	415,233

	Other revenue
	
	6,713
	13,655

	Restructuring costs
	4
	(19,043)
	—

	Selling and distribution expenses
	
	(133,561)
	(162,438)

	Administrative expenses
	
	(199,742)
	(262,454)

	Other operating expenses
	
	(37,963)
	(27,545)

	
	
	
	

	Loss from operating activities
	5
	(48,705)
	(23,549)

	Finance costs
	6
	(424)
	—

	
	
	
	

	
	
	(49,129)
	(23,549)

	Share of profits and losses of:
	
	
	

	Jointly controlled entities
	
	(1,626)
	3,403

	Associates
	
	5,121
	766

	
	
	
	

	Loss before tax
	
	(45,634)
	(19,380)

	Tax
	7
	(20,133)
	(42,922)

	
	
	
	

	Loss before minority interests
	
	(65,767)
	(62,302)

	Minority interests
	
	3
	5

	
	
	
	

	Net loss for the period/year attributable to shareholders
	
	(65,764)
	(62,297)

	
	
	
	

	Dividend
	
	—
	—

	
	
	
	

	Loss per share — basic (cents)
	8
	(15.7)
	(14.8) 


NOTES TO THE ACCOUNTS

1.
Basis of Presentation

Except as described in Note 2, the accounting policies adopted in preparing these financial statements are consistent with those followed in the Group's annual financial statements for the year ended 31st March, 2001.

2.
IMPACT OF NEW AND REVISED STATEMENTS OF STANDARD ACCOUNTING PRACTICE (“SSAPs”)

The following recently-issued and revised SSAPs and related Interpretations are effective for the first time for the current period's financial statements:

●
SSAP 9 (Revised): “Events after the balance sheet date”

●
SSAP 14 (Revised): “Leases”

●
SSAP 18 (Revised): “Revenue”

●
SSAP 26: “Segment reporting”

●
SSAP 28: “Provisions, contingent liabilities and contingent assets”

●
SSAP 29: “Intangible assets”

●
SSAP 30: “Business combinations”

●
SSAP 31: “Impairment of assets”

●
SSAP 32: “Consolidated financial statements and accounting for investments in subsidiaries”

●
Interpretation 12: “Business combinations — subsequent adjustment of fair values and goodwill initially reported”

●
Interpretation 13: “Goodwill — continuing requirements for goodwill and negative goodwill previously eliminated against/credited to reserves”

These SSAPs prescribe new accounting measurement and disclosure practices. The major effects on the Group's accounting policies and on the amounts disclosed in these financial statements of those SSAPs and Interpretations which have had a significant effect on the financial statements, are summarised as follows:

SSAP 14 (Revised) prescribes the basis for lessor and lessee accounting for finance and operating leases, and the required disclosures in respect thereof. Certain amendments have been made to the previous accounting measurement treatments, which may be accounted for retrospectively or prospectively, in accordance with the requirements of the SSAP. The disclosure changes under this SSAP have resulted in changes to the detailed information disclosed for operating leases. There is no impact on the results for the Period and the year ended 31st March, 2001.

SSAP 26 prescribes the principles to be applied for reporting financial information by segment. It requires that management assesses whether the Group's predominant risks or returns are based on business segments or geographical segments and determines one of these bases to be the primary segment information reporting format, with the other as the secondary segment information reporting format.

The additional segment reporting disclosures under this SSAP have no impact on the results for the Period and the year ended 31st March, 2001.

SSAP 28 prescribes the recognition criteria and measurement bases to apply to provisions, contingent liabilities and contingent assets, together with the required disclosures in respect thereof. There is no impact on the results for the Period and the year ended 31st March, 2001.

SSAP 30 prescribes the accounting treatment for business combinations, including the determination of the date of acquisition, the method for determining the fair values of the assets and liabilities acquired, and the treatment of goodwill arising on acquisition. The SSAP requires the disclosure of goodwill in the non-current assets section of the balance sheet. It requires that goodwill is amortised to the profit and loss account over its estimated useful life. Interpretation 13 prescribes the application of SSAP 30 to goodwill arising from acquisitions in previous years which remains eliminated against consolidated reserves. 

The Group has adopted the transitional provision of SSAP 30 which permits goodwill in respect of acquisitions which occurred prior to 1st April, 2001 to remain eliminated against consolidated reserves. The adoption of the SSAP and Interpretation has not resulted in a prior year adjustment.

The balance capitalised as goodwill arising from the acquisition of a subsidiary during the Period in the consolidated balance sheet is HK$5,952,000.

SSAP 31 prescribes the recognition and measurement criteria for impairments of assets. The SSAP is required to be applied prospectively and therefore, has had no effect on amounts previously reported in prior year financial statements.

SSAP 32 prescribes the accounting treatment and disclosures for the preparation and presentation of consolidated financial statements, and has had no significant impact on the preparation of these financial statements.

3.
SEGMENT INFORMATION

An analysis of the Group's turnover and contribution to operating loss for the Period is as follows:

	
	Turnover
	Contribution to 
operating profit/(loss)

	
	Period from 
1st April, 2001 to 
31st December, 2001
	Year ended 
31st March, 
2001
	Period from 
1st April, 2001 to 
31st December, 2001
	Year ended 
31st March, 
2001

	
	
	
	
	

	By Business Segment
	
	
	
	

	
	
	
	
	

	Newspapers publishing
	578,315
	794,956
	(57,918)
	(101,332)

	Commercial printing
	347,444
	449,514
	43,568
	61,961

	Corporate and others
	7,149
	28,209
	(22,025)
	2,167

	
	
	
	
	

	
	932,908
	1,272,679
	(36,375)
	(37,204)

	
	
	
	
	

	Interest & dividend income
	
	
	6,713
	13,655

	Restructuring costs
	
	
	(19,043)
	—

	
	
	
	
	

	
	
	
	(48,705)
	(23,549)


4.
RESTRUCTURING COSTS

During the Period, the Group incurred a total cost of HK$19,043,000 for a series of restructuring exercises to streamline its operations which include the repositioning of Hong Kong iMail into a newspaper focusing on financial news in the Greater China region.

5.
LOSS FROM OPERATING ACTIVITIES

The Group's loss from operating activities is arrived at after charging/(crediting):

	
	Period from 
1st April, 2001 to 
31st December, 2001
	Year ended 
31st March, 
2001

	
	HK$'000
	HK$'000

	
	
	

	Depreciation
	29,340
	42,362

	
	
	

	Minimum lease payments under operating leases:
	
	

	Land and buildings
	5,069
	6,182

	Other equipment
	313
	1,806

	
	
	

	
	5,382
	7,988

	
	
	

	Loss on disposal/write-off of property, plant and equipment
	1,564
	4,672

	Auditors' remuneration
	2,200
	2,350

	
	
	

	Staff costs (including directors' remuneration)
	373,090
	510,934

	
	
	

	Impairment of goodwill*
	808
	—

	Impairment of land and buildings*
	12,858
	—

	Impairment of club memberships*
	885
	—

	Compensation to a jointly controlled entity
	—
	8,920

	Loss on disposal of associates
	—
	679

	Provision against amount due from a jointly controlled entity
	11,572
	1,360

	Provision/(write-back of provision) for properties held for sale
	1,000
	(2,320)

	Write-back of provision for long service payments
	(2,929)
	(4,051)

	Exchange losses/(gains), net
	(1,910)
	1,151

	
	
	

	Gross rental income
	(6,050)
	(7,836)

	Less:outgoings
	1,613
	2,420

	
	
	

	Net rental income
	(4,437)
	(5,416)

	
	
	

	Interest Income
	(4,381)
	(11,132)

	Write-back of provision against amounts due from associates
	—
	(1,949) 


*  The impairment of goodwill, impairment of land and buildings and impairment of club memberships are included in “Other operating expenses” on the face of the consolidated profit and loss account.

6.
FINANCE COSTS

	
	Period from 
1st April, 2001 to 
31st December, 2001
	Year ended 
31st March, 
2001

	
	HK$'000
	HK$'000

	
	
	

	Interest on bank loans wholly repayable within five years
	424
	—


7.
TAX

Hong Kong profits tax has been provided at the rate of 16% (year ended 31st March, 2001: 16%) on the estimated assessable profits arising in Hong Kong during the period. Taxes on profits assessable elsewhere have been calculated at the rates of tax prevailing in the countries in which the Group operates, based on existing legislation, interpretations and practices in respect thereof.

	
	Period from 
1st April, 2001 to 
31st December, 2001
	Year ended 
31st March, 
2001

	
	HK$'000
	HK$'000

	
	
	

	Group:
	
	

	Hong Kong
	5,417
	6,351

	Elsewhere
	15,886
	33,549

	Deferred
	(1,631)
	224

	
	
	

	
	19,672
	40,124

	
	
	

	Share of tax attributable to:
	
	

	Jointly controlled entities
	461
	2,735

	Associates
	—
	63

	
	
	

	
	461
	2,798

	
	
	

	Tax charge for the period/year
	20,133
	42,922 


8.
LOSS PER SHARE

The calculation of basic loss per share is based on the net loss attributable to shareholders for the Period of HK$65,764,000 (year ended 31st March, 2001: HK$62,297,000) and 419,619,246 shares in issue during the Period/year.

Diluted loss per share for the Period and year ended 31st March, 2001 have not been shown as the share options outstanding during the period/year had an anti-dilutive effect on the basic loss per share for the period/year.

9.
contingent Liabilities

(a)
As at 31st December, 2001, the Company had given an unlimited guarantee in favour of a bank for facilities of approximately HK$32 million (31st March, 2001: HK$32 million) granted to its subsidiaries which had not utilised such facilities (31st March, 2001: Nil).

A wholly-owned subsidiary of the Company had given a several guarantee in favour of a bank to secure 50% of the bank facilities granted to, and utilised by, a jointly controlled entity. As at 31st December, 2001, the Group's proportionate share of such utilised bank facilities was approximately HK$66,320,000 (31st March, 2001: HK$69,724,000).

(b)
The Group has an interest in a joint venture which, until December 1996, owned a property which was financed in part by a loan secured by a mortgage on the property. Each joint venturer is committed to the repayment of its proportionate share of the liability under the mortgage and this is reflected in a several guarantee given by the venturers to the mortgagee. During 1996, the property was sold by the mortgagee and the Group wrote off its investment in the joint venture and provided for its proportionate share of the mortgage liability under the guarantee. There is a contingent liability in respect of the remaining excess mortgage liability of approximately HK$110 million as at 31st December, 2001, in the event that the Group's obligations are determined to be joint and several, and the other venturers fail to honour their attributable portions. The Group had obtained legal advice which confirmed that such a claim, whilst possible, is unlikely to succeed. 

(c)
claims have been made against certain subsidiaries for damages in respect of alleged defamation. Based on legal opinion, the directors consider that the likelihood of the Group suffering any material loss in respect of these claims is remote and, accordingly, no provision has been made in the financial statements.

10.
Pledge of Fixed Assets

The Group's land and building with a net book value of approximately HK$64,291,000 was pledged to secure general banking facilities granted to the Group.

The Group's machinery with a net book value of approximately HK$6,583,000 was pledged to secure a term machine loan to a subsidiary of the Group.

LIQUIDITY AND FINANCING

The Group adopts a prudent approach in managing its liquidity and treasury function and sets out guidelines to achieve these objectives. These guidelines cover the Group's debt profile, financing horizon and currency exposure as well as interest rate risks management.

The Group's bank borrowings were denominated in US Dollars and Hong Kong Dollars for the Period. The annual interest rate of the borrowings as at 31st December, 2001 was about 5.3%.

The Group's gearing ratio as at 31st December, 2001 was 0.05 (31st March, 2001: no borrowing), based on bank borrowings of HK$36.5 million and shareholders' funds of HK$755.0 million. The directors consider the financial position healthy and solid in view of the above financial indicators.

The cash and bank balances decreased from HK$183.0 million as at 31st March, 2001 to approximately HK$174.2 million, which included the bank deposits pledged in favor of the banks as at the respective dates. Bank loans in total of HK$36.5 million were outstanding, which were in part secured by pledged time deposits and printing machinery with a carrying value of HK$32.8 million. The Group had no borrowings as at 31st March, 2001.

The Group had very limited exposure to movements in exchange rates. The majority of purchases were denominated in Hong Kong Dollars and US Dollars. Export sales were principally denominated in US dollars, Australian dollars and Sterling with sale receipts denominated in non-US dollar foreign currencies being hedged by forward foreign exchange contracts. The Group also had certain exchange rate movement exposure in connection with translation of net assets of overseas subsidiaries outside the U.S..

DIVIDENDS

No interim dividend was paid to shareholders during the Period (year ended 31st March, 2001: nil).

The directors do not recommend the payment of a final dividend for the Period (year ended 31st March, 2001: nil).

CLOSURE OF TRANSFER BOOKS

The Principal Register and Hong Kong Branch Register of Members of the Company will be closed from Monday, 27th May, 2002 to Tuesday, 28th May, 2002, both days inclusive, during which period no transfer of shares will be effected. In order to qualify for the attendance of the forthcoming annual general meeting of the Company, all properly completed transfer forms accompanied by the relevant share certificates must be lodged with the Company's Branch Share Registrars in Hong Kong, Central Registration Hong Kong Limited of Shops 1712–1716, 17th Floor, Hopewell Centre, 183 Queen's Road East, Wanchai, Hong Kong for registration not later than 4:00 p.m. on Friday, 24th May, 2002.

DISCUSSION AND ANALYSIS OF THE GROUP'S PERFORMANCE

During the Period, the Group's turnover amounted to HK$932.9 million (12 months ended 31st March, 2001: HK$1,272.7 million). The net loss attributable to shareholders was HK$65.8 million (12 months ended 31st March, 2001: HK$62.3 million). Loss per share was 15.7 cents (12 months ended 31st March, 2001: 14.8 cents).

During the Period, the Group incurred a total cost of HK$19.0 million for a series of restructuring exercises to streamline its operations among which included the repositioning of Hong Kong iMail into a newspaper focusing on financial news in the Greater China region. The other operating expenses also included a provision of HK$11.6 million (12 months ended 31st March, 2001: HK$1.4 million) for a receivable due from a jointly controlled entity and write-down of certain properties in total value of HK$12.9 million. Excluding these non-recurrent charges, the Group posted a net loss of HK$22.3 million for the Period.

OPERATIONS REVIEW

Newspaper Publishing

The newspaper publishing operations recorded an operating loss of HK$57.9 million (12 months ended 31st March, 2001: loss of HK$101.3 million) on a turnover of HK$578.3 million (12 months ended 31st March, 2001: HK$795.0 million) during the Period.

Hong Kong

The operating environment remained challenging during the Period with the performance of the Group's flagship newspapers, “Sing Tao Daily” and “Hong Kong iMail” being adversely affected by the continuing weakness in the local economy. To weather the cyclical advertising downturn, the Group has been actively engaged in business process re-engineering to improve productivity and reduce costs. Operations have been restructured to facilitate resource-sharing between the two newspapers while systems have been enhanced to simplify work flow. The number of staff of the editorial and editorial support departments has declined by over 20%. In addition, the Group has established a content production center in Shenzhen to lower production costs.

Despite a depressed local advertising market, Sing Tao Daily managed to mitigate the decline in advertising revenue. The drop in property-related advertising was partially offset by an increase in non-property advertising, which reflected the success of the Group's re-organization of the advertising sales team. On the back of steady growth in income from financial notices, Hong Kong iMail recorded a moderate growth in advertising revenue during the Period. JobMarket, however, saw a significant drop in revenue as the continued sluggish local economy led to more corporate down-sizing and depressed recruitment activity. Overall, the Group recorded a modest decline in advertising revenue in Hong Kong.

With a view to further strengthening the market position of the two newspapers, the Group continued to put in efforts to enhance its products. In particular, contents of the News and Education sections of Sing Tao Daily had been strengthened, to cater for the information needs of the professional reader segment with particular interests in business, education and family issues. Moreover, to capture an underserved segment in the English language newspaper market, Hong Kong iMail underwent a major restructuring in September 2001. The restructuring exercise involved a staff redundancy program which resulted in significant annual cost savings as well as the re-positioning of Hong Kong iMail as an English language business newspaper focusing on financial news in the Greater China region.

Overseas Newspapers

The Group's overseas newspaper publishing operations recorded a significant drop in operating profit to HK$4.3 million (12 months ended 31st March, 2001: HK$34.4 million). Although the operations in the U.K. recorded remarkable growth in profit on the back of higher circulation, the overall contribution from overseas operations was weighed down by lower contribution from the operations in the U.S. and Australia.

Multi-media Group

During the Period, a new business unit was formed to spearhead the Group's efforts in multi-media business development. This includes the utilization of technology solutions to improve business operations as well as content management. Moreover, the unit will also be responsible for the expansion of JobMarket through the on-line channel.

Commercial Printing

The Group's commercial printing operations recorded revenue and operating profit of HK$347.4 million (12 months ended 31st March, 2001: HK$449.5 million) and HK$43.6 million (12 months ended 31st March, 2001: HK$62.0 million) respectively.

On 25th January, 2002, the Group entered into a sale and purchase agreement to sell the commercial printing business (excluding the 50%-owned Premier Printing Group) comprising South China Printing, Roman Financial Press and Noble World for a total consideration of HK$428 million before adjustments. The transaction was completed on 19th April, 2002.

Profits Shared From Jointly Controlled Entities and Associates

The result shared from jointly controlled entities during the past nine months revealed a loss of HK$1.6 million (12 months ended 31st March, 2001: profit of HK$3.4 million). The unsatisfactory results were attributable to a pro-longed industrial action as well as additional costs incurred for an internal restructuring exercise to enhance operating efficiency.

OUTLOOK

During the Period, the Group's efforts were concentrated on product improvement, sales efforts enhancement, and cost rationalization. Although the local trading condition remains difficult, the Group will be well-positioned to benefit from any recovery in the local advertising market.

With a view to achieving the Group's long term strategic objective of becoming a premier information services aggregator and provider serving global Chinese communities, the Group has established the “Magazine Group”, which is headed by Mr. Morris HO, a veteran in Hong Kong's magazine arena. Two well-known magazines titles in Hong Kong were acquired in the first quarter of 2002 — “East Touch” and “Teens”. The two magazines have since been re-launched under new formats, and are experiencing encouraging improvement in both circulation and advertising. These magazines will serve as a springboard for the Group to further expand its presence in the magazine publishing market.

In the PRC, the Group has formed a joint venture to provide media services, including circulation and advertising sales, to an infotainment-focused magazine based in Beijing. A number of new ventures are currently under discussion which are expected to extend the Group's product offerings and geographic presence in the PRC.

The Group will continue with its divestment of non-core assets. The disposal of the commercial printing business had been completed. The sale proceeds are intended to be primarily used towards building up the Group's media related business in the PRC.

APPOINTMENT OF EXECUTIVE DIRECTOR

Mr. Morris HO Kwok Fai has been appointed an executive director of the Company with effect from 24th April, 2002. Mr. HO, a veteran in Hong Kong magazine industry, is now the Chief Executive Officer of the magazine group to oversee the publishing of magazines of the Group.

EXECUTIVE SHARE OPTIONS SCHEME

As at 31st December, 2001, a total of 11 options comprising an aggregate of 24,500,000 shares in the Company at the subscription price of HK$0.845 per share (representing about 5.84% of the total number of the Company's issued shares if fully exercised) were granted to the Company's directors and employees of the Group under the Company's executive share option scheme.

EMPLOYEES

As at 31st December, 2001, the Group had a total of 2,717 employees (31st March, 2001: 2,739).

The Group will continue with its prudent human resources policies to ensure that while managing an efficient cost base, the Group will be able to attract and retain quality staff. Apart from basic salaries, discretionary bonus and contribution to mandatory provident fund, the Group provides its staff with various fringe benefits such as provident fund schemes, long service awards, free medical insurance cover, and subsidized meals. In addition, share options were granted to certain senior executives.

DEALINGS IN THE COMPANY'S LISTED SECURITIES

The Company has not redeemed any of its shares during the Period. Neither the Company nor any of its subsidiaries has purchased or sold shares in the Company during the Period.

CORPORATE GOVERNANCE

Code of Best Practice

In the opinion of the directors, the Company has complied with the Code of Best Practice (the “Code”) as set out in Appendix 14 to the Listing Rules throughout the Period except that described under the heading “Non-executive Directors” below.

Non-executive Directors

The non-executive directors have not been appointed for a specific term as required by paragraph 7 of the Code and they are subject to retirement by rotation and re-election at the annual general meeting of the Company in accordance with the Company's Bye-laws.

Bye-law 109 of the Bye-laws of the Company provides that at each annual general meeting of the Company, with the exception of the executive chairman, one-third of the directors of the Company (or if their number is not three or a multiple of three, the then number nearest to but not exceeding one-third) who have been longest in office since their last election shall retire from office and the retiring directors shall be eligible for re-election.

Based on the present number of directors, a non-executive director will serve on the board for a term of about three years until he/she becomes due to retire from the board by rotation. In the opinion of the directors, this arrangement meets the same objective as the Code of Best Practice.

AUDIT COMMITTEE

The audit committee meets regularly to review the completeness, accuracy and fairness of the Company's financial statements. They consider the nature and scope of internal and external audit reviews. They also assess the effectiveness of the systems of internal control which the Company has established to allow the board to monitor the Group's overall financial position and to protect its assets.

The audit committee chairman prepares an annual report to the board covering its activities for the Period and highlighting any significant issues. The audit committee in 2001 met three times and comprised three non-executive directors.

PUBLICATION OF RESULTS ON THE WEBSITE OF THE STOCK EXCHANGE OF HONG KONG LIMITED (THE “STOCK EXCHANGE”)

All the information of the Group's results for the Period as required by paragraphs 45(1) to 45(3) of Appendix 16 to the Rules Governing the Listing of Securities on the Stock Exchange will be published on the website of the Stock Exchange in due course.

By Order of the Board
Charles HO Tsu Kwok
Executive Chairman
Hong Kong, 24th April, 2002

Please also refer to the published version of this announcement in the (Hong Kong iMail)
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