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HIGHLIGHTS

CITIC 21CN Company Limited (the “Company”) and #gsbsidiaries (collectively referred to as the
“Group”) recorded a turnover of HK$286,057,000 tbe year ended 31st March 2007 representing a
decrease of 29.1%, compared with previous year,aasesult of the fall in revenue from
telecommunications/information value-added servisgstem integration and software development, and
Product Identification, Authentication and Trackigstem (“PIATS”) businesses.

The Group recorded share of profit from an asseawitHK$6,718,000 for the year ended 31st March
2007, representing a decrease of 30.9% when cochpdtle previous year. The share of profit of an
associated company represents the equity incontelmation from [ lﬁ[ﬁ[ﬁﬂ[ﬂﬁ ﬁj (Dongfang
Customs Technology Company Limited) (“Dongfang ©us”).

The Group recorded a loss before interest, taxeprediation and amortization, and after minority
interests of HK$45,684,000 for the current yearcaspared to the profit before interest, taxes,

depreciation and amortization, and after minornitgirests of HK$33,039,000 of last year.

Audited net loss attributable to shareholders arteziio HK$60,998,000 as compared to profit of
HK$9,153,000 of last year.

The basic loss per share for the current year wék. 84 cents as compared to basic earnings per share
HKO0.28 cents of last year.

The directors of the Company (the “Directors”) di recommend the payment of a final dividend.
The Directors is pleased to announce the auditedatimlated results of the Group for the year eriilesd

March 2007 and the audited consolidated balancet stseat 31st March 2007 together with the audited
comparative figures as follows:

*  For identification purposes only



CONSOLIDATED INCOME STATEMENT

For the year ended 31st March 2007

Turnover

Cost of sales and services

Gross profit

Other income

Distribution costs

Administrative expenses

Share option expense

Convertible bonds issue expenses
Change in fair value of convertible bonds
Change in fair value of loan receivable
Start up expenses of jointly controlled entity
Share of profit of an associate

Finance costs

(Loss) profit before taxation

Taxation

(Loss) profit for the year

Attributable to:
Equity holders of the Company

Minority interests

(Loss) earnings per share
Basic

Diluted

Notes

2

10

11

2007 2006
HK$'000 HK$'000
286,057 403,545
(221,127 (219,482)
64,930 184,063
27,098 7,492
(19 (13)
(139,143 (135,358)
(1,272 (16,046)
- (26,480)
(19,807 (1,420)
- (1,246)
- (1,207)
6,718 9,725
(721) (123)
(62,212 19,387
(2,353 (13,100)
(64,565 6,287
(60,998 9,153
(3,567 (2,866)
(64,565 6,287
HK cents HK cents
(1.84) 0.28
N/A 0.27




CONSOLIDATED BALANCE SHEET

31st March 31st March
2007 2006
HK$'000 HK$'000
Non-current assets
Property, plant and equipment 98,691 69,698
Intangible assets 72,013 -
Interest in an associate 93,276 86,387
Loan receivable 6 - 25,664
Available-for-sale investments 7,173 7,737
_____________ 271,153 189,486
Current assets
Inventories 1,110 1,532
Amounts due from customers for contract work 17,974 30,468
Debtors and prepayments 12 157,293 192,744
Taxation recoverable 522 -
Investments held for trading 15,395 -
Loan receivable 6 26,306 -
Bank balances and cash 453,984 592,978
_____________ 672584 817,722
Current liabilities
Creditors and accruals 13 68,692 97,633
Taxation payable - 8,957
Short-term bank loans 12,373 11,760
______________ 81,065 118,350
Net current assets 591,519 699,372
Total assets less current liabilities 862,672 888,858
Non-current liability
Convertible bonds 5 543,765 547,420
Net assets 318,907 341,438
Capital and reserves
Share capital 33,370 33,086
Reserves 284,870 304,679
Equity attributable to equity holders of the Compan 318,240 337,765
Minority interests 667 3,673
Total equity 318,907 341,438




Notes:

1. Significant accounting policies

@)

(b)

Basis of preparation

The consolidated financial statements have beepaped in accordance with Hong Kong Financial Répgrt
Standards (“HKFRSs”), Hong Kong Accounting StandaftHKASs”") and Interpretations (“INTs”) issued by
the Hong Kong Institute of Certified Public Accoants (“HKICPA”). In addition, the consolidated dincial
statements include applicable disclosures requiyetthe Rules Governing the Listing of SecuritiesTére Stock
Exchange of Hong Kong Limited and the Hong Kong @amies Ordinance.

The consolidated financial statements have beguaped on the historical cost basis except for reftaancial
instruments, which are measured at fair valueappsopriate.

Adoption of new and revised Hong Kong FinanBieporting Standards

During the year ended 31st March 2007, the Groupamplied, for the first time, a number of new HKFR
HKASs and INTs (hereinafter collectively referred as “new HKFRSs") issued by HKICPA, which are
effective for accounting periods beginning on delaflst December 2005, 1st January 2006 or 1stiM2006.
The application of the new HKFRSs has had no nadteffect on how the results and financial positionthe
current or prior accounting periods have been pezband presented. Accordingly, no prior periogistthent
has been required.

The Group has not early applied the following neMHARSs, HKASs and INTs that have been issued buhatre
yet effective:

HKAS 1 (Amendment) Capital disclosures

HKAS 23 (Revised) Borrowing costs

HKFRS 7 Financial instruments: Disclosufes
HKFRS 8 Operating segmerts

HK(IFRIC) - Int 8 Scope of HKFRS 2

HK(IFRIC) - Int 9 Reassessment of embedded devigai
HK(IFRIC) - Int 10 Interim financial reporting arichpairment®
HK(IFRIC) - Int 11 HKFRS 2: Group and treasury shemansaction$
HK(IFRIC) - Int 12 Service concession arrangeménts

! Effective for annual periods beginning on or aftet January 2007

2 Effective for annual periods beginning on or aftet January 2009

3 Effective for annual periods beginning on or aftst May 2006

4 Effective for annual periods beginning on or aftst June 2006

° Effective for annual periods beginning on or aftet November 2006
j Effective for annual periods beginning on or aftet March 2007

Effective for annual periods beginning on or aftet January 2008

The Directors anticipate that the application & #bove new HKFRSs, HKASs and INTs will have noariat
impact on the results and the financial positiothef Group.

Segmental information

Business segments

The Group is an integrated information and contsgvice provider. For management purposes, theugGis
organized into three operating divisions namelgdemmunications/information valued-added servits,provision
of PIATS, and system integration and software dguelent. These divisions are the basis on whiclGttoeip reports
its primary segment information.



Principal activities are as follows:

Telecommunications/ information -
value-added services

PIATS business -

System integration and -
software development

Unallocated results represent corporate income exmenses.

business segments are eliminated.

Year ended 31st March 2007

Turnover
Segment results

Other income

Interest income

Share option expense

Change in fair value of convertible bonds
Share of profit of an associate

Finance costs

Unallocated corporate expenses

Loss before taxation
Taxation

Loss for the year

ASSETS

Segments assets

Interest in an associate
Unallocated corporate assets

Consolidated total assets

LIABILITIES
Segment liabilities
Unallocated corporate liabilities

Consolidated total liabilities

Telecom-
munications
information
value-added
services
HK$'000
OTHER INFORMATION
Capital additions 6,168
Additions of intangible assets -
Depreciation 7,538

Amortization of intangible assets

operation of an exclusive platffonPIATS

provision of mdenmunications/information value-added services

provision of system ireéign and software development

Material sales or trading transactiaisiden the
A summary diubmess segments is set out as follows:

Telecom- System
munications/ integration
information and
value-added PIATS software
services business development Total
HK$'000 HK$'000 HK$'000 HK$'000
274,657 911 10,489 286,057
(2,339 (28,072 (5,529 (35,939)
3,707
23,391
(1,272)
(19,807)
6,718
(721)
(38,289)
(62,212)
(2,353)
(64,565)
120,787 121,015 86,841 328,643
93,276
521,818
943,737
31,694 13,766 15,500 60,960
563,870
624,830
System
integration
and
PIATS software
business development Others Total
HK$'000 HK$'000 HK$'000 HK$'000
31,809 - 25 38,002
72,925 - - 72,925
1,642 153 1,995 11,328
912 - - 912




Telecom- System
munications/ integration
information and
value-added PIATS software
services business development Eliminations Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Year ended 31st March 2006
Turnover 297,588 5,149 118,522 (17,714 403,545
Segment results 32,909 (2,953 64,753 (9,356 85,553
Other income 67
Interest income 7,425
Share option expense (16,046
Convertible bonds issue expenses (26,480
Change in fair value of
convertible bonds (1,420
Change in fair value of
loan receivable (1,249
Start up expenses of
jointly controlled entity (1,209
Share of profit of an associate 9,725
Finance costs (123
Unallocated corporate expenses (36,869
Profit before taxation 19,387
Taxation (13,100
Profit for the year 6,287
ASSETS
Segments assets 134,580 25,296 121,565 - 281,441
Interest in an associate 86,387
Unallocated corporate assets 639,380
Consolidated total assets __ 1,007,208
LIABILITIES
Segment liabilities 47,435 192 44,043 - 91,670
Taxation liabilities 8,957
Unallocated corporate liabilities 565,143
Consolidated total liabilities ___ 665770
Telecom- System
munications/ integration
information and
value-added PIATS software
services business development Others Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
OTHER INFORMATION
Capital additions 12,252 11,291 242 2,440 26,225
Depreciation 8,378 91 399 1,795 10,663

Geographical segments

All business segments are primarily carried outthe PRC. Accordingly, a separate summary of gedgcal

segment is therefore not presented.



Other income

2007 2006

HK$'000 HK$'000

Interest income from bank deposits 20,725 7,425
Interest income from other deposit 2,024 -
Imputed interest income from loan receivable 642 -
Change in fair value of held for trading investngent 3,236 -
Others 471 67
27,098 7,492

Share option expense

Share option expense represents a non-cash expmmweed by the Group in accordance with the requénts of
HKFRS 2 Share-based Payment. Under HKFRS 2 thevdiflie of share options granted to directors angleyees
of the Company are determined at the date of grhttie share options. Such fair value is expensexd the period
from the date of grant of the share options todidwe when the share options become exercisable.

The Group recognized expense of HK$1,272,000 ferytbar ended 31st March 2007 (2006: HK$16,046,000)
relation to share options granted by the Company.

Convertible bonds

The Company issued US$55 million and US$15 milieno coupon convertible bonds at a par value of LE® each
on 21st December 2005 and 11th January 2006 réapgonith a maturity date on 21st December 201dli¢ctively

referred to as the “Bonds”). The Group has adoptkéS 32 Financial Instruments: Disclosure and Pméstgon and
HKAS 39 Financial Instruments: Recognition and Meament, for the Bonds. The Bonds are carriediat/flue at
the balance sheet date and the changes in faie @dline Bonds are recognized in the income stateme

During the year ended 31st March 2007, a loss @angh in fair value of the Bonds of HK$19,807,0000&
HK$1,420,000) is recognized in the income statement

During the year ended 31st March 2006, the Groapried one-off professional fees and expenses &26i480,000
for the issuance of these convertible bonds.

Change in fair value of loan receivable

On 3rd March 2006, CITIC 21CN Telecom Company Lédi{a wholly owned subsidiary of the Group), erdargo
loan agreements with China Credit Information Tedbgy Company Limited ("CCIT") (a 50% owned jointly
controlled entity of the Group) in which CITIC 21CMlecom Company Limited granted a non-interestibgaand
unsecured two-year loan of US$6,900,000 to CClTtHerdevelopment of PIATS business.

As at 31st March 2007, the fair value of the Grsughare of the loan receivable was HK$26,306,0@Dg2
HK$25,664,000), determined based on the presenewaf the estimated future cash flows discountédgusffective
interest rate of 2.5%. Interest income of HK$64D,rom the loan receivable is recognized as oittesme in the
income statement for the year ended 31st March .200uring the year ended 31st March 2006, diffeeené
HK$1,246,000 between the fair value and the fadaevaf the loan receivable was recognized as aersgin the
income statement.

Start up expenses of jointly controlled entity

During the year ended 31st March 2006, the Groapried one-off start up expenses of HK$1,207,00ging to the
formation of CCIT, a joint venture between Inforinat Centre of General Administration of Quality ®uwysion,
Inspection and Quarantine (“AQSIQ") of the PRC, ihiTelecom and the Group, the operator of PIATShe jbint
venture has a term of 30 years commencing fromigbgance date of the business licence on 27th da0®5.
However, these start up expenses have not beertiaedoover the life of the joint venture, but irederecorded as a
one-off expense in the year ended 31st March 2006.



Share of profit of an associate

The Group recorded a share of net profit from a @@%ed associate, Dongfang Customs Technology Coynpa
Limited.

(Loss) profit before taxation

2007 2006
HK$'000 HK$'000
(Loss) profit before taxation has been arrivedftatr a&harging:
Directors’ remuneration 2,860 2,226
Other staff’s retirement benefits scheme contrimgi 1,503 3,045
Other staff costs 60,539 62,326
Share option expense 1,272 16,046
Total staff costs 66,174 83,643
Amortization of intangible assets (included in coksales
and services) 912 -
Depreciation 11,328 10,663
Cost of inventories recognized as an expense 7,210 34,907
Operating lease rentals in respect of buildings 13,107 10,589
Auditors’ remuneration 2,375 2,576
Loss on disposal of property, plant and equipment 1,489 832
Share of tax of an associate (included in shaprafft 445 108
of an associate)
Net exchange loss 1,070 1,019
Taxation
2007 2006
HK$'000 HK$’000
The charge comprises
PRC Enterprise Income Tax
The Company and subsidiaries
- current year - 6,061
- overprovision in prior years (819) -
(819) 6,061
Jointly controlled entities 3,172 7,039
2,353 13,100

No provision for Hong Kong Profits Tax has been mad the Group’s income neither arises in, noersvdd from,
Hong Kong.

The tax rate applicable for the subsidiaries amtljocontrolled entities in the PRC ranges fron¥d.&® 33%.



(Loss) earnings per share

The calculation of the basic and diluted (loss)negys per share attributable to the ordinary egbitiders of the
Company is based on the following data:

2007 2006
HK$'000 HK$'000
(Loss) earnings for the purposes of basic andetil(ibss) earnings
per share (60,998) 9,153
Number of shares
Weighted average number of ordinary shares foptlmposes of
basic (loss) earnings per share 3,310,874,619 3,307,490,057
Effect of dilutive potential ordinary shares:
Share options 137,911,873
Warrants 15,169
Convertible bonds -
Weighted average number of ordinary shares foptimposes of
diluted earnings per share 3,445,417,099

The diluted loss per share for the year ended @asth 2007 was not presented as the conversioneoCbmpany's
outstanding convertible bonds and the exercisbé@thare options and warrants outstanding wouldtriesa decrease
in loss per share.

The computation of diluted earnings per share lierytear ended 31st March 2006 does not assumetiversion of
the Company's outstanding convertible bonds sineie €xercise would result in an increase in egsiper share.

Debtors and prepayments

2007 2006

HK$000 HK$'000

Trade receivables 86,318 130,765
Other receivable§Note) 22,647 22,370
Deposits and prepayments 48,328 39,609
157,293 192,744

Note: Other receivables included an interest &@eance to AQSIQ, in order for AQSIQ to meet itarghof the capital
contribution to CCIT amounting to RMB18,000,000 {aglent to HK$18,180,000).

The Group provides an average credit period of &3 do its trade customers. The following is aadagnalysis of
trade receivables at the balance sheet date:

2007 2006

HK$000 HK$'000

0-90 days 37,066 100,808
90-180 days 25,932 20,281
180-360 days 6,891 6,003
Over 360 days 16,429 3,673
86,318 130,765




13. Creditors and accruals

2007 2006
HK$000 HK$'000
Trade payables 45,402 65,859
Other payables and accruals 23,290 31,774
68,692 97,633

The following is an aged analysis of trade payahteble balance sheet date:
2007 2006
HK$000 HK$’000
0-90 days 26,274 44,230
90-180 days 5,563 9,465
180-360 days 4,702 1,709
Over 360 days 8,863 10,455
45,402 65,859

FINAL DIVIDEND

The Directors do not recommend payment of a fimabtldnd for the year ended 31st March 2007 (2006:
nil).

_10_



FINANCIAL REVIEW

The key financial figures of the Group for the yeaded 31st March 2007 and the comparative figures
for the year ended 31st March 2006 were summasdsddllows:

2007 2006 Change
HK$'000 HK$'000 %
Turnover 286,057 403,545 (29.1)
Gross profit 64,930 184,063 (64.7)
Gross profit percentage 22.7% 45.6% N/A
Other income 27,098 7,492 261.7
Administrative expenses 139,143 135,358 2.8
Share option expense 1,272 16,046 (92.1)
Convertible bonds issue expenses - 26,480 N/A
Change in fair value of convertible
bonds 19,807 1,420 1,294.9
Change in fair value of loan receivable - 1,246 N/A
Start up expenses of jointly controlled
entity - 1,207 N/A
Share of profit of an associate 6,718 9,725 (30.9)
(Loss) profit before interest, taxes,
depreciation and amortization,
and after minority interests (45,684) 33,039 N/A
Net (loss) profit attributable to
shareholders (60,998) 9,153 N/A
(Loss) earnings per share
Basic (1.84) cents 0.28 cents N/A
Diluted N/A 0.27 cents N/A
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Results

Turnover

Turnover of the Group for the year decreased b$%%rom HK$403,545,000 to HK$286,057,000.
The decrease was mainly due to the following resison

(@)

(b)

?ﬁ}lwﬁ%}'flﬁ B,&f (Guangdong Grand Cycle Technology Company Limit¢@&yand
Cycle”), a whoIIy owned subsidiary of the Group,esgaged in software development and
system integration services and its turnover fog yrear ended 31st March 2007 was
HK$10,489,000 as compared with the turnover of HK&%22,000 for the year ended 31st
March 2006. In the year ended 31st March 2006n&r@ycle had more projects and
projects with larger contract sums for system irdggn services to telecom operators in
China. For the year ended 31st March 2006, aparh fproviding system integration
services to telecom operators in China, Grand Qyptgaded the call centres gf Fi 7%

5 Bl F L 1) (Beijing Honglian 95 Information Industries Companimited)
(“H[95”) and set up the database infrastructuretha product identification, authentication
and tracking system (“PIATS”) of|I{Z B4 (5 [F P e L F‘J (China Credit Information
Technology Company Limited) (“C(J;IT”) These largeojects were completed by March
2006 and no revenue relating to these large popas recorded during the year ended 31st
March 2007. Moreover, in the current year, Grangl€ was in a trough of its cyclical
business process as it had completed most of igsirex projects for telecom operators and
was seeking new long-term projects. During the,ybe departure of the Head of Sales, the
sales staff responsible for Southern China, andta8 from the technical department also
affected Grand Cycle’s business.

HL95, a 49%-owned jointly controlled entity othe Group, is engaged in
telecommunications/information value-added serviceEhe Group’s share of the turnover of
HL95 for the year ended 31st March 2007 decreased.® to HK$274,657,000 from
HK$297,588,000 for the year ended 31st March 200@e Group’s share of the turnover of
HL95 comprised HK$113,153,000 (2006: HK$164,193)0006m short messaging services
(“SMS”), HK$94,091,000 (2006: HK$73,099,000) fromed-line interactive voice response
system (“IVRS”), HK$17,567,000 (2006: HK$14,880,000from mobile IVRS,
HK$33,155,000 (2006: HK$31,112,000) from Internegtpcol (“IP") phone, HK$9,943,000
(2006: HK$5,863,000) from call centres, and HK$8,000 (2006: HK$8,441,000) from
other value-added services. The decrease in reweas mainly due to the decrease in SMS
revenue resulting from policies changes implemebte&hina Mobile and China Unicom to
regulate the short messaging service (“SMS”) markéh June 2006, the Ministry of
Information Industry (“MII”) promulgated new policdirectives to address a number of
issues, including reducing customer complaints,reiasing customer satisfaction and
promoting the healthy development for the servioavigler industry. In July 2006, China
Mobile implemented such policies changes for abssuiption on its Monternet platform,
followed by the similar polices changes implemeridgdChina Unicom in September 2006.
These policies had exerted significant negativeaictgp on all service providers in the PRC,
including HL95 since second half of 2006. The dase in SMS revenue was offset by
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increase in fixed-line and mobile IVRS revenues ttumcrease in tariffs and introduction of
popular games, and increase in IP phone and aaleceevenues due to increase in number of
corporate customers.

(c) CCIT, a 50%-owned jointly controlled entity tfie Group, is engaged in PIATS. The
Group’s share of the revenue of CCIT for the yeadeel 31st March 2007 decreased by
82.3% to HK$911,000 from HK$5,149,000 for the yeaded 31st March 2006. The PIATS
business was in a start-up phase during the cupest During the year, the rollout of
PIATS was slower than anticipated due to delaygamernment policies and procedures
related to PIATS and start-up and technical probleshating to the initial rollout of PIATS.

Gross profit percentage

The gross profit percentage of the Group during yitear ended 31st March 2007 decreased to
22.7% from 45.6% during the year ended 31st Mafifd62because of a decrease in the number of
large projects undertaken by Grand Cycle, a deergagross profit margins for HL95, and annual
support fees and amortization expenses for thel©database.

In the year ended 31st March 2006, there were @vget projects for China Mobile which
generated higher profit margins for that year. rm@dr&ycle’s projects for HL95 and PIATS were
also major projects during the year end 31st M&@D6. In general, Grand Cycle can generate
higher profit margins on larger projects since @r&ycle can negotiate a better price from its
suppliers of system integration equipment for laigentracts. During the year ended 31st March
2007, Grand Cycle had less projects and the cdnt@aes of system integration projects for
telecom operators were smaller and generated Ipnadit margins. Certain of Grand Cycle’s
expenses are fixed in nature and are allocatedbfeqts undertaken by Grand Cycle in determining
the gross profit. Grand Cycle’s gross profit mardeclined given the decrease in the number of
projects and the smaller contract values of prejectdertaken in the current year, and the fixed
nature of these expenses.

HL95’s gross profit percentage declined because giift in revenue sharing arrangements among
telecom operators, service providers and contemtigeers in the IVRS/SMS industries where the
telecom operators and content providers obtainkmjl@er share of revenue and service providers
like HL95 took a smaller share of the revenue. Berproviders like HL95 must work with telecom
operators and content providers in providing IVR®E content services to consumers and
consumers pay a fee for accessing such content95Bligross profit margin was also affected by
the increased rate of commissions to IP phone agemP phone agents introduce customers to
HL95 for IP phone service.

In May 2006, CCIT invested US$10,959,000 (RMB88,088) in an Oracle database comprising
annual support fees RMB15,885,000 and license RMB72,203,000. The Oracle database is
used for the PIATS platform. During the year en®ddt March 2007, HK$10,016,000 of the
annual support fees and amortization of the licéesg have been expensed.
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Other income

Other income principally comprised interest incoofi¢1K$23,391,000 and change in fair value of
held for trading investments of HK$3,236,000. He tyear ended 31st March 2006, other income
principally comprised interest income of HK$7,4Z8)0

Administrative expenses

Administrative expenses for the year ended 31stMa007 was HK$139,143,000, representing an
increase of 2.8% over HK$135,358,000 for the previgear. The increase was mainly due to
higher rental expenses for a full year’s officeta¢expense for PIATS in the year ended 31st March
2007 and additional office space in Beijing for tARATS operations. In the year ended 31st
March 2006, PIATS only incurred six months of réetgpense.

Share option expense

Share option expense of HK$1,272,000 (2006: HK$®@O0) represents a non-cash expense
recorded by the Group in accordance with the requénts of Hong Kong Financial Reporting
Standards (“HKFRS”) 2 Share-based Payment. UnddfRSE 2 the fair value of share options
granted to directors and employees of the Groupdatermined at the date of grant of the share
options. Such fair value is expensed over theoddrom the date of grant of the share options to
the date when the share options become exercisalblee Group recognized a share option
expense of HK$16,046,000 in the year ended 31stiMa006 because the fair value of 152.6
million options was expensed in that year. Dutimg year ended 31st March 2007, the Company
did not issue any new options and only the faiugadf 10.2 million options was expensed in the
current yeatr.

Change in fair value of convertible bonds

The Group recorded a loss on change in fair vafumovertible bonds of HK$19,807,000 for the
year ended 31st March 2007 (2006: HK$1,420,000he Tompany issued US$55 million and
US$15 million, zero coupon convertible bonds atayalue of US$1,000 each on 21st December
2005 and 11th January 2006 respectively with a ntatdate on 21st December 2010 (collectively
referred to as the “Bonds”). The Group has adoptedg Kong Accounting Standards (“HKAS”)
32 Financial Instruments: Disclosure and Presemtaand HKAS 39 Financial Instruments:
Recognition and Measurement, for the Bonds. ThedBare carried at fair value at the balance
sheet date and the changes in fair value of thal8detween 31st March 2006 and 31st March
2007 are recognized in the income statement duitiegyear ended 31st March 2007. The
increase in the change in fair value mainly represian imputed interest on the Bonds.

Share of profit of an associate
Share of profit of an associate represents theesifgprofit of a 30%-owned associaftg ¥ [ IH%|

LY ’F[J (Dongfang Customs Technology Company Limited) (iDfang Customs”), a joint
venture with the PRC Customs Department and Chalacdm, engaged in electronic customs
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processing and other electronic government servikdes share of profit of Dongfong Customs was
HK$6,718,000 for the year ended 31st March 200%earease of 30.9% as compared with
HK$9,725,000 for the year ended 31st March 2006ondfang Customs used to have three main
sources of revenue: electronic port project devalamt, sales of SIM cards and readers, and sales
of value-added cards. During the year ended 3latciM 2007, revenue from electronic port
project development decreased significantly sifesé projects were completed during the year.
Since then, Dongfang Customs has shifted its fe@wa@sncentrate on its SIM cards and readers, and
sales of value-added cards businesses. SIM cardeawlers are used by customers to get access
to the system for electronic custom filing and deafion. Value-added cards are purchased by the
customers to recharge the value for the use of &is. The management of Dongfang Customs
believe that the SIM cards and readers, and valdegacards businesses provide a stable revenue
stream and profitability in the long-term. Becawo$¢his shift in focus, the electronic port prdjec
development revenue decreased by HK$9 million ta&s2Kmillion while the revenues of sales of
SIM cards and readers increased by HK$22 milliorH&$25 million during the current year.
Dongfang Customs has adopted a new strategy icutrent year to be directly involved in the
sales of SIM cards and readers (rather than thratigér suppliers) and charge less for the SIM
cards and reader in order to increase the numbenstbmers in using electronic custom filing and
declaration. Selling and administration expenses iacreased because of the increased business
promotion, headcount and rental expenses to coipetin@ expansion in the SIM cards and readers,
and value-added cards businesses. As a result, \#s a reduction in the current year’s profit in
exchange for a larger customer base and long-tesmtly and profitability.

(Loss) profit before interest, taxes, depreciatamd amortization, and after minority interests

Loss before interest, taxes, depreciation and amatidn, and after minority interests for the year
ended 31st March 2007 was HK$45,684,000, as compaite a profit of HK$33,039,000 in the
previous year, because of the following reasons:

(@) Decrease in turnover and gross profit as empthabove; and

(b) Decrease in the share of net profit from a 3®fed associate, Dongfang Customs, as
explained above.

Net (loss) profit attributable to shareholders

Net loss attributable to shareholders for the yated 31st March 2007 was HK$60,998,000, as
compared with a profit of HK$9,153,000 in the poas year.

(Loss) earnings per share

Basic loss per share was HK1.84 cents for the grded 31st March 2007 as compared with the
basic earnings of HK0.28 cents per share for tbeipus year.
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FINANCIAL RESOURCES, LIQUIDITY AND FOREIGN EXCHANGE EXPOSURES

The financial positions of the Group as at 31stdi2007 and the corresponding comparative figuses a
at 31st March 2006 are summarized as follows:

31st March 31st March
2007 2006
HK$'000 HK$'000
Current assets 672,584 817,722
Including
- bank balances and cash (mainly denominated in
Hong Kong dollars, United States dollars and Rebifin 453,984 592,978
- debtors 108,965 153,135
Current liabilities 81,065 118,350
- including short-term bank loans 12,373 11,760
Current ratio (current asset/current liabilities) 8.30 6.91
Quick ratio (bank balances and cash & debtors/
current liabilities) 6.94 6.30
Shareholders’ equity 318,240 337,765
Convertible bonds 543,765 547,420
Gearing ratio (bank loans and convertible bonds/
shareholders’ equity) 174.75% 165.55%

Bank balances and cash decreased by 23.4% from ®K$B3,000 as at 31st March 2006 to
HK$453,984,000 as at 31st March 2007. The decr@asash was principally due to the development
of the PIATS project.

As at 31st March 2007, trade debtors aged over @@ths were HK$16,429,000 (31st March 2006:
HK$3,673,000), most of which were related to systatagration and software development business.
Of the trade debtors aged over 12 months, HK$60®®O, represents the Group’s share of trade
receivables due from jointly controlled entitiesAnother HK$2,987,000 has been settled after 31st
March 2007.

Bank loans on the consolidated balance sheets assatMarch 2007 and 31st March 2006 were the

Group’s share of HL95’s bank loans, which were shenm in nature, denominated in Renminbi and
repayable within one year, and carried interepretailing market rates.
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As at 31st March 2007, the current ratio improve®&.80 from 6.91 as at 31st March 2006, and thekqui
ratio also improved to 6.94 from 6.30.

Shareholders’ equity decreased from HK$337,76549@t 31st March 2006 to HK$318,240,000 as at
31st March 2007 mainly because of net loss of ttmuincurred during the year, offset by conversién
US$3,000,000 of convertible bonds into shares.

The Group’s gearing ratio increased from 165.55%ta31st March 2006 to 174.75% as at 31st March
2007 mainly because of increase of HK$19,807,00@iimvalue of the convertible bonds and net loss o
the Group incurred during the year, offset by cosiom of US$3,000,000 of convertible bonds into
shares.

The Group’s operations and transactions are prtigidocated in the People’s Republic of China
(“PRC"). Other than the convertible bonds which denominated in US dollars and the bank balances
and cash most of which are placed in fixed depasits liquid investments denominated in US dollars,
other assets and liabilities are mainly denominate@ither Hong Kong dollars or Renminbi. The
Directors believe that there will not be materiaicfuation in the exchange rate of US dollars agjain
Hong Kong dollars, the reporting currency, in tbeeteeable future, and the gradual and slight asere

in the exchange rate of Renmimbi against Hong Kawitars would result in exchange gain for the Group
as the net assets of the Group’s operating subgsiand jointly controlled entities in the PRC are
denominated in Renmimbi. Therefore, the operatiohghe Group are not subject to significant
exchange rate risk.

BUSINESS REVIEW

The Group is an integrated information and congemvice provider, emphasizing on innovation as well
as seeking ways to apply the latest informatiomnetogy to provide unique information service te th
PRC governmental departments, manufacturers ansbiomrs. The Group’s major clients are sizable
and prestigious PRC manufacturers. Our informaservice will also expedite the development of
small to medium sized manufacturers. As a rethudtGroup has received strong support from the PRC
government.

. CCIT

CCIT, a joint venture among the Information Centk General Administration of Quality
Supervision, Inspection and Quarantine (“AQSIQhirta Telecom and the Group, is principally
engaged in the provision of product quality supgon and enforcement information for the
relevant PRC authorities through the operation ITB; the provision of product information to
the manufacturers from the manufacturing to thé&ridigtion and sale of the product; the provision
of a simple, convenient and efficient way for tresumers to enquire product information, and
check whether the products are counterfeit prodacggoducts with poor quality or safety; and the
provision of an interactive channel for the constsrie report counterfeit products or products with
poor quality or safety. CCIT has established aliteg position in the PRC information service
sector by providing manufacturers and consumets thiise information value-added services.
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During the current year, CCIT was still in the sigp phase but has obtained strong support from
government departments such as AQSIQ, State Admatien of Industries and Commerce
(“SAIC”), Ministry of Commerce (“MOC”) and Ministryf Agriculture (*“MOA”). In July 2006,

an important signing ceremony was held at The Geeaiples’ Hall in Beijing where the 128 top
domestic brand name manufacturers such as Haientaidiquor, Wuliangye Liquor, Tsingtao
Beer, Shineway Group, Hainan Coconut Palm cocarce jetc signed up for PIATS. In the same
month, the Group announced a strategic partnevgitippOracle to develop the PIATS database and
platform. In August 2006, AQSIQ and SAIC issuedamges to give incentives to manufacturers
that join PIATS. Good track records in PIATS aomsidered favourably in applying for various
government certifications such as well-known copmide brand, exemption from government
quality inspection, etc. Government would alsoify the procedures for licence renewal if the
manufacturers have a good PIATS track record. Jamuary 2007, AQSIQ has formally
established a PIATS promotion work office[llaﬁ'@f‘gfﬁ#,@?ﬁl F?T‘%E?F'ﬁ[ﬁ%éj [EBE 4), in
which the members comprise, inter alia, the fumatidheads of AQSIQ comprising head of quality
management®( & ¥ fil Fil %), vice-head of product quality supervisiof Fﬁ#‘ ﬁig&f'ﬁﬁjﬁqﬁj

=), vice-head of monitoring food products product(étlfﬁ#,;i @Eﬁ?ﬁﬂﬂﬁjﬁ) and vice-head of
counterfeit products law enforcement and inspec(@wikf,‘g} ’F[JE'J’F[J;‘%). These functional
heads of AQSIQ are responsible for quality prodggsernment certification, exemption from
government quality inspection, food products lieengnewal and counterfeit products law
enforcement. The main responsibility of the woffce is to organise, co-ordinate and supervise
all AQSIQ provincial and branch offices for the inatwide roll out of PIATS. In May 2007,
AQSIQ issued a PIATS promotion work plan to schedui additional 20,000 manufacturers to join
PIATS in 2007. Since the initial roll-out of PIAT® the date of this announcement, over 19,000

manufacturers across China have joined PIATS.

In order to make PIATS more easily accessible lgysuacross the country, PIATS enquiry services
has been included in the nation-wide hotline/ Dimec Assistance Information Service 114, 116114
and 118114 of China Telecom and China Netcom #fieersigning of co-operation contracts with

China Telecom and China Netcom. Moreover, the cratpn contracts with China Telecom and

China Netcom cover the distribution of PIATS telepl terminals to be installed in the selected
supermarkets, shops, farm product supply statlorspitals and drug stores.

During the current year, the scope of PIATS busireso extended to drugs. In April 2006, the
State Food and Drug Administration (“SFDA”) apprdvwde use of PIATS platform for two kinds
of controlled drugs: anaesthetics and mental desotidugs. In July 2006, the Group has signed a
partnership arrangement with Microsoft to develoPIATS platform specifically for drugs. In
November 2006, after reviewing the success in uBIIRT'S for the initial two controlled drugs,
SFDA decided to extend the scope of the use of BI&T all types of controlled drugs. Since April
2007, the PIATS platform for controlled drugs haet completed on all testing for the daily
supervision functions as recognised by SFDA. la #ame month, the PIATS platform for
controlled drugs was launched for the trial rurlinselected provinces and it is expected that this
platform for controlled drugs will be launched atiwide in the next few months.
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Future prospect

Since the launch of PIATS, CCIT has experiencedtipesesponse from manufacturers, consumers,
AQSIQ, SFDA, SAIC, MOC and MOA and other governmdepartments. Senior government
officials have provided tremendous support for FBAEince it reduces counterfeit products,
improves product safety and foods and drugs sa#ety, protects consumers, manufacturers and
intellectual property rights. In the coming monttiee Group will continue to sign up manufacturers
to join PIATS, especially in the pharmaceuticalbaoco, liquor and food products industries.
Given that there are no other companies that cavige a similar service as PIATS and the strong
government support, the Directors believe thegrast potential for PIATS.

HL95

HL95 is a nationwide telecommunications/informatialue-added services (“VAS”) company in
the PRC and is licensed by the Ministry of Inforioatindustry (“MI11”) on the provision of SMS,
IVRS and other telecom services in the PRC. HLA%ides IVRS services through both fixed
telephone line network and mobile phone networkl 8MS services through the mobile phone
network (both in collaboration with the telecom mgers) which covers the whole country. HL95
offers governmental, commercial and entertainmerbrimation through its SMS and IVRS
services. HL95 also provides other telecommurocdtiformation VAS such as IP phone service
and customer care call centres services.

In June 2006, MII promulgated new policy directiiesaddress a number of issues, including
reducing customer complaints, increasing custonrsfaction and promoting the healthy
development for the service provider industry. Judy 2006, China Mobile implemented such
policies changes for all subscription on its Mon&rplatform, followed by the similar polices
changes implemented by China Unicom in Septembd)6.20 These policies had exerted
significant negative impacts on all service provide the PRC, including HL 95 since second half
of 2006. For the year ended 31st March 2007, tlueli@s share of SMS revenue from HL95 was
HK$113,153,000, a decrease of 31.1% compared Wwélptevious year. Despite the decrease in
revenue from SMS, HL95 experienced increased reagerftom fixed line and mobile IVRS
services, IP phone services and call centre sexvice

Future prospect

HL95 intends to enrich its service varieties andnpl to work with more content providers,
government departments and large corporations dgige more telecommunication/information
VAS and call centre services to ensure a stabletyréor its existing businesses. Following the
co-operation contracts entered into with variounaificial institutions and large corporations regentl
HL95 is now expanding its Shenzhen call centre cigpdrom 200 seats to 800 seats. HL95 is
also in preliminary discussions with the largestsourcing call centre operator in Australia to
explore joint business opportunities in China. 98lis an important platform for the Group since
it enables the Group to promote the informatiorvises of PIATS. For example, CCIT, in
providing the PIATS service, uses HL95's platfornenable consumers anywhere in the PRC to
enquire product information using HL95’s IVRS anil& systems. The Directors believe that
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HL95 has good potential since the information smwior content generated from the existing
business or new business of the Group can be dffesion-wide using HL95’s platform.
Moreover, the roll out of PIATS will have a pos#ieffect for HL95’s business.

Dongfang Customs

Dongfang Customs, a joint venture with the PRC @Qust Department and China Telecom, is
engaged in electronic customs processing and aleetronic government services. Dongfang
Customs provides customs filing and declaratiorgnidly authentication, online payments,
electronic customs tax and foreign exchange filifgBing and other customs related services.
Dongfang Customs’ users principally include mantifeers and import/export corporations.
Currently, Dongfang Customs has around 340,000susebsers are principally charged a
time-based telecommunication fee for accessingéitwork platform.

Future prospect

The PRC government has been encouraging manufectarel import/export corporations to
perform the customs declaration processing eleicmtip as it not only speeds up the customs
declaration procedures but also helps minimizirg tlandling costs involved in the declaration.
Given that there are only around 340,000 usersCinda is the manufacturing base for the world,
the Directors believe that there is great poteftiaDongfang Customs to increase its users base. |
addition, the Group anticipates that the numbeus#rs will increase in line with the economic
growth of the PRC. In the current year, DongfangtGms has begun to take a more active role in
marketing its services to manufacturers and imegpidrt corporations by advertising in magazines
and concentrating its efforts in the sales of SiMds and readers (by lowering their prices and
directly handling the sales instead of using tlpadties) which are required by users to access the
electronic customs declaration system, and salealoé-added cards.

Having a unique advantage of electronic custom&gasing platform and growing users base,
Dongfong Customs is now considering to extend teiotireas for future business development,
including the diversification into a nation-widesetronic logistics platform.

Grand Cycle

Grand Cycle is engaged in system integration aftavace development.

Future prospect

Grand Cycle will focus on the system integrationl aoftware development support for the rapid
and continuing expansion of the businesses of HIBEPIATS.
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EMPLOYEES AND REMUNERATION POLICIES

The numbers of full-time employees of the Compang #s subsidiaries, HL95, CCIT and Dongfang
Customs as at 31st March 2007 are detailed asimsilo

Entities

HL95 CCIT
(49%-owned (50%-owned Dongfanc
The Company jointly jointly Customs
and its controlled controlled (30%-ownec
Location subsidiaries entity) entity) associate
- Hong Kong 11 - - -
- The PRC 56 1,616 91 40%
Total 67 1,616 91 40F

Total staff costs of the Group for the year were $88174,000 in which HK$39,303,000 and
HK$6,371,000 were the portions attributable to@reup in HL95 and CCIT respectively. All the staff
employed in Hong Kong participated in the Mandatergvident Fund Scheme.

The Group’s policy is to maintain a competitive pstyucture and employees are rewarded on a
performance related basis.

The Group has also set up share option schemesgmirto which employees of the Group may be

granted options to subscribe for the Company’seshat their absolute discretion. The subscription

price, exercise period and the number of optionbaayranted are determined in accordance with the
prescribed terms of the schemes. During the ye@dad31st March 2007, no share options were granted
to employees or other eligible persons.

CORPORATE GOVERNANCE

In the opinion of the Directors, throughout the ryeaded 31st March 2007, the Company has complied
with the code provisions ("Code Provisions") setiaithe Code on Corporate Governance Practices (th
"CG Code") under Appendix 14 of the Rules (the tibig Rules™) Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the "St&sichange"), except for the following deviations:-

1. The Chairman of the Board of the Company is suiiject to retirement by rotation pursuant to
Clause 99 of the Company's Bye-Laws. Since ther@ha is responsible for the formulation and
implementation of the Company'’s strategies, whlesgsential to the stability of the Company’s
business and thus the Board considers that thatitavis acceptable.
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2.  All the Independent Non-Executive Directors wawie appointed for a specific term but were
subject to retirement by rotation at the annualegaéinmeeting in accordance with the Company’s
Bye-Laws. As such, the Company considers that sudvision is sufficient to meet the
underlying objectives of the relevant provisionshe CG Code.

3. The Chairman of the board did not attend inagheual general meeting of the Company held on
28th August 2006. The meeting was conducted inagl @nd proper manner.

MODEL CODE FOR DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the required standardsealings regarding securities transactions by
Directors as set out in the Model Code for Seasiffransactions by Directors of Listed Issuers (the
“Model Code”) of the Listing Rules. All the Diremts have confirmed that they complied with the
required standards as set out in the Model Codeigfimout the year.

PURCHASE, SALE OR REDEMPTON OF LISTED SECURITIES

Neither the Company nor any of its subsidiariespased or sold any of the Company’s listed seesriti
during the year ended 31st March 2007.

BOARD COMMITTEES

The Board established two committees, namely, gm@dheration Committee and the Audit Committee,
to oversee corresponding aspects of the Compafigissa

Remuneration Committee

The Company has set up an Remuneration Committeeprised of three independent non-executive
directors of the Company, namely Mr. Liu Hongru, Biui Ho Ming, Herbert, JP and Mr. Zhang Jian
Ming with Mr. Liu Hongru as Chairman of the Remusteyn Committee. The Remuneration
Committee reviewed the director’s fee paid to tbe-executive directors and one executive direcator i
accordance with the relevant terms of reference.

Audit Committee

The Audit Committee comprises the three Indepentliem-Executive Directors with Dr. Hui Ho Ming,
Herbert, JP as Chairman of the Committee. Theeduif the Audit Committee include, inter alia, the
review and supervision of the Group’s financialagprocess and internal control systems. The tAudi
Committee has reviewed the Group’s annual resoltdhfe year ended 31st March 2007 and has also
discussed auditing, internal control and financegorting matters including the review of accougtin
practices and principles adopted by the Group.
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DISCLOSURE OF INFORMATION ON THE WEBSITES

The information as required by Appendix 16 of thistibg Rules will be published on the Stock
Exchange’s website hftp://www.hkex.com.hk and the website of irasia.com Limited
(http://www.irasia.com/listco/hk/citic21cnin due course.

By Order of the Board
CITIC 21CN COMPANY LIMITED
Chen Xiao Ying
Executive Vice-Chairman

Hong Kong, 20th July 2007
As at the date of this announcement, the Board deegonine directors, of which (i) six are execativ
directors, namely Mr. Wang Jun, Ms. Chen Xiao YMg,Luo Ning, Mr. Sun Yalei, Mr. Zhang Lian Yang

and Ms. Xia Guilan; and (ii) three are independewin-executive directors, namely Dr. Hui Ho Ming,
Herbart, JP, Mr. Zhang Jian Ming and Mr. Liu Hongru
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