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GENERAL

The Company is incorporated in Hong Kong with
limited liability and its shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock
Exchange”). The ultimate holding company of the
Company is Jade Forest Limited (“Jade Forest”), a
limited liability company incorporated in the British
Virgin Islands.

The Company is an investment holding company. The
activities of its principal subsidiaries at 31st March,
2004 are set out in note 43.

ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARD AND CHANGE IN
ACCOUNTING POLICY

In the current year, the Group has adopted, for the
first time, the following Hong Kong Financial
Reporting Standard (“HKFRS") issued by the Hong
Kong Society of Accountants (“HKSA"), the term
HKFRS is inclusive of Statements of Standard
Accounting Practice (“SSAP"”) and Interpretations
approved by the HKSA:

SSAP 12 (Revised) “Income taxes”
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ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARD AND CHANGE IN
ACCOUNTING POLICY (CONTINUED)

The principal effect of the implementation of SSAP
12 (Revised) is in relation to deferred taxation. In the
previous years, partial provision was made for
deferred taxation using the income statement liability
method, i.e. a liability was recognised in respect of
timing differences arising, except where those timing
differences were not expected to reverse in the
foreseeable future. SSAP 12 (Revised) requires the
adoption of a balance sheet liability method, whereby
deferred taxation is recognised in respect of all
temporary differences between the carrying amounts
of assets and liabilities in the financial statements
and the corresponding tax bases used in the
computation of taxable profit, with limited exceptions.
In the absence of any specific transitional
requirements in SSAP 12 (Revised), the new
accounting policy has been applied retrospectively.
The adoption of SSAP 12 (Revised) has resulted in a
decrease in the net profit for the year ended 31st
March, 2004 of HK$181,000, but has no material
effect on the results for prior accounting periods.
Accordingly, no prior period adjustment has been
required.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under
the historical cost convention and in accordance with
accounting principles generally accepted in Hong
Kong. The principal accounting policies adopted are
as follows:

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its
subsidiaries made up to 31st March each year.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Basis of consolidation (Continued)

All significant intercompany transactions and balances
within the Group have been eliminated on
consolidation.

The results of subsidiaries acquired or disposed of
during the year are included in the consolidated
income statement from the effective date of
acquisition or up to the effective date of disposal, as
appropriate.

In the circumstances where a company is a subsidiary
but the Group does not have unilateral control over
it nor is able to exercise significant influence over
the financial and operating policy in that subsidiary,
the interest in that subsidiary is accounted for as
investment in securities.

Goodwill

Goodwill arising on consolidation represents the
excess of the cost of acquisition over the Group's
interest in the fair value of the identifiable assets
and liabilities of a subsidiary or an associate at the
date of acquisition.

Goodwill is capitalised and amortised on a straight-
line basis over its useful economic life of not more
than twenty years. Goodwill arising on the acquisition
of an associate is included within the carrying amount
of the associate. Goodwill arising on the acquisition
of subsidiaries is presented separately in the
consolidated balance sheet as a separate intangible
asset.

On disposal of a subsidiary or an associate, the
attributable amount of unamortised goodwill is
included in the determination of the profit or loss on
disposal.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Negative goodwill

Negative goodwill represents the excess of the
Group's interest in the fair value of the identifiable
assets and liabilities of a subsidiary or an associate at
the date of acquisition over the cost of acquisition.

Negative goodwill is presented as a deduction from
assets and is released to income based on an analysis
of the circumstances from which the balance resulted.

To the extent that the negative goodwill is
attributable to losses or expenses anticipated at the
date of acquisition, it is released to income in the
period in which those losses or expenses arise. The
remaining negative goodwill is recognised as income
on a straight-line basis over the remaining average
useful life of the identifiable acquired depreciable
assets. To the extent that such negative goodwill
exceeds the aggregate fair value of the acquired
identifiable non-monetary assets, it is recognised in
income immediately.

Negative goodwill arising on the acquisition of an
associate is deducted from the carrying value of that
associate. Negative goodwill arising on the acquisition
of a subsidiary is presented separately in the
consolidated balance sheet as a deduction from
assets.

Property, plant and equipment

Property, plant and equipment are stated at cost less
depreciation and amortisation, and any impairment
losses.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Property, plant and equipment (Continued)

Depreciation and amortisation are provided to write
off the cost of assets over their estimated useful lives
and after taking into account the estimated residual
value, using the straight-line method, at the following
rates per annum:
Leasehold land Over the unexpired term of
the relevant lease
Buildings Over the estimated useful
life of 20 years, or the
unexpired term of the
relevant lease, whichever
is shorter

Plant and machinery 10%-20%

Leasehold Over the estimated useful
improvements life of 5 years or the
unexpired term of the
relevant lease, whichever
is shorter
Furniture, fixtures and  20%-33":%
equipment
Motor vehicles 20%

Assets held under finance leases are depreciated over
their expected useful lives on the same basis as owned
assets.

The gain or loss arising from disposal or retirement
of an asset is determined as the difference between
the sale proceeds and the carrying amount of that
asset and is recognised in the income statement.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Investments in subsidiaries

Investments in subsidiaries are included in the
Company’s balance sheet at cost less any identified
impairment losses.

Investments in associates

The consolidated income statement includes the
Group's share of the post-acquisition results of its
associate for the year. In the consolidated balance
sheet, interest in an associate is stated at the Group's
share of the net assets of its associate plus
unamortised goodwill (less negative goodwill) arising
on acquisition, less any identified impairment losses.

Investments in securities

Investments in securities are recognised on a trade
date basis and are initially measured at cost.

All securities other than held-to-maturity debt
securities are measured at subsequent reporting dates
at fair value.

Where securities are held for trading purposes,
unrealised gains and losses are included in net profit
or loss for the period. For other securities, unrealised
gains and losses are dealt with in reserves, until the
security is disposed of or is determined to be
impaired, at which time the cumulative gain or loss
is included in net profit or loss for the period.

Club debentures

Club debentures are stated at cost less any identified
impairment losses.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Impairment

At each balance sheet date, the Group reviews the
carrying amounts of its assets to determine whether
there is any indication that those assets have suffered
an impairment loss. If the recoverable amount of an
asset is estimated to be less than its carrying amount,
the carrying amount of the asset is reduced to its
recoverable amount. Impairment loss is recognised
as an expense immediately.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the
revised estimate of its recoverable amount, such that
the increased carrying amount does not exceed the
carrying amount that would have been determined
had no impairment loss been recognised for the asset
in prior years. A reversal of an impairment loss is
recognised as income immediately.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the first-in,
first-out method.

Research and development expenditure

Expenditure on research activities is recognised as an
expense in the period in which it is incurred.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Research and development expenditure
(Continued)

An internally-generated intangible asset arising from
development expenditure is recognised only if it is
anticipated that the development costs incurred on a
clearly-defined project will be recovered through
future commercial activity.

When no internally-generated intangible asset can
be recognised, development expenditure is recognised
as an expense in the period in which it is incurred.

Leases

Leases are classified as finance leases whenever the
terms of the leases transfer substantially all the risks
and rewards of ownership of the assets concerned
to the Group. Assets held under finance leases are
capitalised at their fair values at the date of
acquisition. The corresponding liability to the lessor,
net of interest charges, is included in the balance
sheet as a finance lease obligation. Finance costs,
which represent the difference between the total
leasing commitments and the fair value of the assets
acquired, are charged to the income statement over
the period of the relevant lease so as to produce a
constant periodic rate of charge on the remaining
balance of the obligations for each accounting period.

All other leases are classified as operating leases and
the rentals are charged to the income statement on
a straight-line basis over the relevant lease term.

Taxation

Income tax expense represents the sum of the tax
currently payable and deferred taxation.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Taxation (Continued)

The tax currently payable is based on taxable profit
for the period. Taxable profit differs from net profit
as reported in the income statement because it
excludes items of income or expense that are taxable
or deductible in other periods and it further excludes
items that are never taxable or deductible.

Deferred taxation is the tax expected to be payable
or recoverable on differences between the carrying
amount of assets and liabilities in the financial
statements and the corresponding tax bases used in
the computation of taxable profit, and is accounted
for using the balance sheet liability method. Deferred
taxation liabilities are generally recognised for all
taxable temporary differences, and deferred taxation
assets are recognised to the extent that it is probable
that taxable profits will be available against which
deductible temporary differences can be utilised. Such
assets and liabilities are not recognised if the
temporary difference arises from goodwill (or negative
goodwill) or from the initial recognition (other than
in a business combination) of other assets and
liabilities in a transaction that affects neither the
taxable profit nor the accounting profit.

Deferred taxation liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries and associates, except where the
Company is able to control the reversal of the
temporary difference and it is probable that the
temporary difference will not reverse in the
foreseeable future.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Taxation (Continued)

The carrying amount of deferred taxation assets is
reviewed at each balance sheet date and reduced to
the extent that it is no longer probable that sufficient
taxable profit will be available to allow all or part of
the asset to be recovered.

Deferred taxation is calculated at the tax rates that
are expected to apply in the period when the liability
is settled or the asset is realised. Deferred taxation is
charged or credited to the income statement, except
when it relates to items charged or credited directly
to equity, in which case the deferred taxation is also
dealt with in equity.

Revenue recognition

Sales of goods are recognised when goods are
delivered and title has passed.

Revenue from sale of newspapers and other
publications is recognised when the products are
delivered and title has passed to distributors or dealers
and the Group retains no significant obligation.
Allowances for estimated future returns and
exchanges are recorded in the period in which the
related revenue is recognised.

Advertising income is recognised on the publication
date.

Income from provision of printing services is
recognised when the services are rendered.

Management fee is recognised when the services are
rendered.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Revenue recognition (Continued)

Royalty income is recognised on a straight line basis
over the terms of the relevant leases.

Dividend income from investments is recognised when
the Group’s rights to receive dividend payment have
been established.

Interest income is accrued on a time basis, by
reference to the principal outstanding and at the
interest rate applicable.

Foreign currencies

Transactions in currencies other than Hong Kong
dollars are translated at the rates ruling on the dates
of the transactions. Monetary assets and liabilities
denominated in currencies other than Hong Kong
dollars are re-translated at the rates ruling on the
balance sheet date. Gains and losses arising on
exchange are dealt with in the income statement.

On consolidation, the assets and liabilities of the
Group’s operations outside Hong Kong are translated
at exchange rates prevailing on the balance sheet
date. Income and expense items are translated at
the average exchange rates for the year. Exchange
difference arising, if any, are classified as equity and
transferred to the Group’s translation reserve. Such
translation differences are recognised as income or
expenses in the period in which the operation is
disposed of.

Retirement benefits costs

Payments to defined contribution retirement benefit
plans, state-managed retirement benefit schemes and
the mandatory provident fund scheme are charged
as an expense as they fall due.
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TURNOVER 4. HEEHR
2004 2003
—EEmNE 2 —_TE=
HK$'000 HK$'000
TERT FET
Turnover for the year comprises: RFERZEXTE
BIEATEIE:
Continuing operations FBISE 2 KT
Sales of digital consumer products HEHTBEEEM 570,235 94,804
Discontinuing operations mIbRE 2 R
Apparel trading KENE 5 42,824 151,172
Marine product trading KEEBS - 48,980
Sales of newspapers and publications & HE K& T - 70,048
Advertising income EBEUWA - 65,082
Printing income EN il e A - 7,178
Management fee income EREEBRA - 1,117
42,824 343,577
613,059 438,381
BUSINESS AND GEOGRAPHICAL SEGMENT 5, EBRHMWEDE
Business segments EF ]
The Group currently has one business segment of AEEBMRE—EHEBEEEERR
development and sale of digital consumer products. BERHEERBDE - AEFEN AEE
In the current year, the Group was also involved in TRERMEGEKER_TT=F
the apparel trading operations which was WA Z+RB&LE (M9 -REE
discontinued since 26th September, 2003 (note 9). SEE=Ff= A= HIEEE A
For the year ended 31st March, 2003, the Group S B IR F VR K hi 26 75 K EE B
was also involved in printing and publishing operation S WHZMBEEBEEE ST _F
and marine product trading. These two operations tAZ+ZBE=ZZETE=F—H=+
were discontinued since 22nd July, 2002 and 28th N BRI (H7E9) »

January, 2003 respectively (note 9).
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5.

BUSINESS AND GEOGRAPHICAL SEGMENT 5. ¥XKLEDE(E)
(CONTINUED)
Business segments (Continued) X% HE (#E)

Segment information about these businesses for the
year ended 31st March, 2004 is set out as follows: REXEBDEERNMOT:

For the year ended 31st March, 2004

HE-FEME=A=+-ALFE

BHE-—ZENFE=ZA=1+—HILEE

Continuing
operations
FESEXH
Development Discontinuing
and sale of operations
digital consumer I EEEK
products Apparel
YEHEEM trading  Consolidated
RERHE K#HE S ®E
HK$'000 HK$'000 HK$'000
TER TER TER
TURNOVER 2XE
External sales HINEE 570,235 42,824 613,059
RESULT Ed:
Segment result R CES 77,842 (2,763) 75,079
Interest income MEKA 859
Unallocated corporate expenses APEARRAX (3,418)
Profit from operations K& R 72,520
Finance costs MKER (3.872)
Gain on discontinuing operations B E B W E - 10,083 10,083
Profit before taxation B % Al 4 7l 78,731
Taxation WA (7,653)
Profit before minority interests ARET D BUIR R A &5 AL A 71,078
OTHER INFORMATION AR
Capital additions B 186,417 722 187,139
Depreciation and amortisation TEREH 8,880 492 9,372
Loss on disposal of property, HEME He
plant and equipment REEE 57 - 57
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BUSINESS AND GEOGRAPHICAL SEGMENT ). EXRWESDE (&)
(CONTINUED)
Business segments (Continued) X% HE (#)
At 31st March, 2004, the Group has only one R-ZBEENF=A=+—H K&EH
business segment of development and sale of digital WE BB EEE MR Ffﬁ?‘&fﬁﬁﬁ
consumer products and therefore no analysis of B MAREROIHEERBED
segment assets and liabilities is presented. A
Segment information about these businesses for the HE_ZTT=F=-A=1+—HILFE
year ended 31st March, 2003 is set out as follows: REEBDEERNOT:
For the year ended 31st March, 2003 BE-_SE=F=A=1+—HILEE
Continuing
operations
FEEEER
Development Discontinuing operations
and sale of BIERE %
digital consumer Marine
products Apparel Printing and product
YBEBEM trading  publishing trading Consolidated
REREE KHiEH DRkLER KEES e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET Tt T T
TURNOVER EXE
External sales HIMHE 94,804 151,172 143,425 48980 438,381
RESULT L |
Segment result DEEER 15,981 (975) (14,351) (417) 238
Interest income FIEHA 682
Unallocated corporate expenses AOERAIFAY (354)
Profit from operations BERF 566
Finance costs MEER (2,976)
Gain on discontinuing operations BIEEB WA - - - 1,263 1,263
Loss on disposal of subsidiaries HEMRBRARMESL 2 EE (61)
Allowance for doubtful recovery of SEE D RRK
amounts due from associates fEH 2 REREE - - (217) - (217)
Share of results of associates EEMERARER - - (100) - (100)
Loss before taxation R AIEE (1,525)
Taxation WA (1,071)
Loss before minority interests Rt P BRRE AR (2,596)
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For the year ended 31st March, 2004 &% = FEZE/F=H =+ —HILFZ

5.

BUSINESS AND GEOGRAPHICAL SEGMENT 5. XBRHMEZDHE (E)
(CONTINUED)
Business segments (Continued) X% HE (#E)
Continuing
operations
HEKEEK
Development Discontinuing operations
and sale of BRIEGEER
digital consumer Marine
products Apparel Printing and product
HEHBEM trading  publishing trading Others Consolidated
REREE KHiEH DRRkEER KEES HAh e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET TR THT THT THT THET
At 31st March, 2003 A\—EE=F=A=+—H
ASSETS BE
Segment assets PEEE 141,735 60,256 - - = 201,991
Interests in unconsolidated RAREHHBAR
subsidiaries 2R - - - - 7,525 7,525
Unallocated corporate assets AAEAREE 42,547
Consolidated total assets REBEE 252,063
LIABILITIES =h
Segment liabilities PEERE (9,821) (12,762) - - = (22,583)
Amounts due to unconsolidated REEHHER A
subsidiaries TR - - - - (7,525) (7,525)
Unallocated corporate liabilities APEARBE (76,121)
Consolidated total liabilities RAEBAE (106,229)
OTHER INFORMATION Hi B &
Capital additions BARER 60,875 890 1,582 108 - 63,455
Depreciation and amortisation TEREH 1,782 1,364 9,285 159 - 12,590
Loss on disposal of property, HEME He
plant and equipment RREER - 79 137 127 - 343
Impairment losses recognised ERARESR 380 - - 140 - 520
Allowance for doubtful recovery — FLE2 A @ RF1EH
of amounts due from associates ZRERER - - 217 = - 217
Allowance for doubtful receivables & Ut R 1 BR £ 4 - 42 1,044 446 (262) 1,270
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BUSINESS AND GEOGRAPHICAL SEGMENT 5, XBRHEEDE (&)
(CONTINUED)
Geographical segments WESE
The Group’s operations are mainly located in Hong REBEGEEBAIENETBR
Kong and other regions of the People’s Republic of REARKEFE ([FE]) i
China (the “PRC"). The following table provides an ET- U TRIBREER, RS KR
analysis of the Group’s sales by geographical market, MR W58 5 2 N BHE
irrespective of the origin of the goods/services. DA
Turnover by
geographical market
RiWETHE DT ZEXR
2004 2003
—EENmE —TT=F
HK$'000 HK$°000
FTHER FAET
The USA EE 228,970 -
Other regions in the PRC A B H i i [ 347,016 160,267
Hong Kong BB 36,898 278,114
Other regions H fth i [ 175 -
613,059 438,381
Revenue from the Group’s discontinuing apparel REFRIELRE 2 KEOEZHRAKE
operations has derived from Hong Kong (2004: BEA(ZET T M4 23,935,000 7T
HK$23,935,000; 2003: HK$103,647,000) and other —EE=4:103,647,0008 T) K H
regions in the PRC (2004: HK$18,889,000; 2003: HmE (ZFTZF M F :
HK$47,525,000). Revenue derived in Hong Kong of 18,889,000 L — T & = F
2003 included revenue from discontinued printing 47,525,0008 7)) c — T =F K H
and publishing operations of HK$143,425,000. BB Z WA BIED & IEZ BRI & AR

% 75143,425,000% 7T

—EEns T RAERERERAR J
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For the year ended 31st March, 2004 &% = FEZE/F=H =+ —HILFZ

5. BUSINESS AND GEOGRAPHICAL SEGMENT
(CONTINUED)

Geographical segments (Continued)

The following is an analysis of the carrying amount
of consolidated total assets and additions to property,
plant and equipment analysed by the geographical
areas in which the assets are located:

EBRHEDE (F)

&7 8 ()
NTREEEMEHESD 2HE 4
BERMEMENDE BENMKRE
DT

2004 2003
—EENME —TT=F
HK$’000 HK$'000
FTET FAET
Carrying amount of consolidated REHEE
total assets REE
The USA EH 78,742 -
Other regions in the PRC R E At b [ 545,930 70,501
Hong Kong B 154,641 181,562
Other regions H b it [2 1,923 =
781,236 252,063
Additions to property, plant and BAME-RERRRE
equipment and intangible assets REREE
Other regions in the PRC FR [ E At b [ 180,355 59,316
Hong Kong B 5,943 4,139
Other regions H b b [2 841 -
187,139 63,455
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OTHER OPERATING INCOME

Other operating income for the year includes the

Notes to the Financial Statements
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For the year ended 31st March, 2004 &= = FEE/ME=F =+ —HILFZF

6. HMELEWA

FAZEMEEWABTEATRIA:

following:
2004 2003
“BRENFE 2 —_TE=F
HK$'000 HK$000
FTER FAET
Interest received on bank deposits RATF U 2 A B 859 652
Royalty income i WL A 663 1,984
Other loans waived by former —FHWNB AR ZRIRE
shareholders of a subsidiary e HMER - 3,605
Negative goodwill released BEEEL - 237
Interest received on advances to ME=ZEREBR
third parties WHR 2 F & - 30
OTHER OPERATING EXPENSES 7. HEEXWH
2004 2003
—EENE 2 —ZE=F
HK$’000 HK$'000
TERT FAT
Allowance for doubtful trade receivable U E SRR 2 REEE - (1,270)
Amortisation of intangible assets BEEESHE - (253)
Amortisation of publishing library R 3 75 & e 2 6 - (725)
- (2,248)

—rEmaa s REERMERERAT J
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8.

PROFIT FROM OPERATIONS 8. &R A
2004 2003
—EENE 2 —_ZTE=
HK$'000 HK$'000
TERT FET
Profit from operations has been arrived #& &% 72 IR A T
at after charging: K|
Auditors’ remuneration % ST BN 2 1,042 1,076
Depreciation and amortisation of M MR REEZ
property, plant and equipment e REH 9,372 11,612
Loss on disposal of property, plant HEME #eSR&E
and equipment 51 22 B 18 57 343
Operating lease rentals in respects of A EWE ZELHY
rented premises e 7,166 17,352
Royalty expenses e #E & 52 1 2,949 3,092
Research and development costs ot & pR X 127 =
Staff costs, including directors’ BEIXNKN BREEH:
emoluments 28,443 91,724
and after crediting: WEFARTEIE:
Net foreign exchange gain HME W 2R F 5R 761 656
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DISCONTINUING OPERATIONS 9. RIREXK
For the year ended 31st March, 2004 BE-_ZTNEF=A=+—HLEFE
On 26th September, 2003, the Group entered into a R-EBEZE=FNA_+H A&EE
sale agreement to dispose of the entire equity 5137 885 i B B H M Hamlet Profits
interests in Hamlet Profits Limited and its subsidiaries Limited 2 E Kt B 2 7] ( [ Hamlet
(“Hamlet Profits Group”). On 6th February, 2004, Profits Group] ) 2 & MEE’WB/\:%?
the Group entered into another sale agreement to TMOE-_ARNB AKEFTZS—1E
dispose of the entire interests in Future Blossom 8 & % & - B & Future Blossom
Limited and its subsidiaries (“Future Blossom Group”). Limited & H Kt B & & ( [ Future
Both Hamlet Profits Group and Future Blossom Group Blossom Group]) ) 2 & & # & °
were engaged in apparel trading operations. The Hamlet Profits Group X Future
disposals were completed on the same date of which Blossom Group¥J (¢ =X &M E 5 F 75 o
the respective sale agreements were entered, on HESFHECERI Y AEBIEE =R B
which dates control of respective operation passed TR BBEBZEGETNE B &S
to the purchasers. BERER
The results of the apparel trading operations for the ﬁﬁf’f%%f“b”\_? T=FMH—H
period from 1st April, 2003 to 6th February, 2004 —EENMFE A SNBHECES
which have been included in the consolidated (’@%E@zifggmizﬂ =+—
financial statements for the year ended 31st March, AIEFEGEVBRER) AT
2004, were as follows:
1.4.2003 Year ended
to 6.2.2004 31.3.2003
—EE=F HE
A—H=Z& —EE=F
—EENME —/f=+—H
—HXH IEFE
HK$'000 HK$'000
TER FET
Turnover S 42,824 200,152
Other operating income Hib g A 398 8,860
Operating costs 1 R (45,982) (208,801)
(Loss) profit from operations e (B8E) &7 (2,760) 211
Impairment loss of assets recognised WREERME - (140)
Goodwill written off 727 2 1 85 - (67)
Finance costs M ER (970) (1,686)
Net loss for the period/year HE/ FEEBEBRFE (3.730) (1,682)
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C) DISCONTINUING OPERATIONS (CONTINUED) 9.

For the year ended 31st March, 2004 (Continued)

During the year, Hamlet Profits Group and Future
Blossom Group used HK$8,703,000 in operations,
used HK$25,946,000 in investing activities and used
HK$2,022,000 from financing activities.

The carrying amount of the assets and liabilities of
Hamlet Profits Group and Future Blossom Group at
the dates of their disposals and at 31st March, 2003,

were as follows:

BRIEREEK (E)
BE-_ZSENE=A=1+—HILEE
(&)

A AN £ & » Hamlet Profits Group &
Future Blossom Group A 4% & % 7%
FNIE 48,703,000 T BRIRE /& E)
425,946,000 T R AR B EZE B
2,022,000/% Jt °

Hamlet Profits Group X Future
Blossom Group R EHE R K =F
T=F=A=+—HZEERBERK
HER:

2004 2003
“EENFE 2 —_TE=F
HK$'000 HK$'000
THERT FH&T
Total assets 188 E 94,904 75,270
Total liabilities, including amount due B & & & F A £ B fE I
to the Group of approximately FXIE 49332,004,000/% 7T
HK$332,004,000 (ZEE=%F:
(2003: HK$332,004,000) 332,004,000/ JT ) (431,551) (413,527)

A profit of HK$10,083,000 arose on the disposals of
Hamlet Profits Group and Future Blossom Group. No
tax charge or credit arose from these transactions.

J Matsunichi Communication Holdings Limited Annual Report 2004
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DISCONTINUING OPERATIONS (CONTINUED) 9.

For the year ended 31st March, 2003

Notes to the Financial Statements
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On 22nd July, 2002 and 28th January, 2003, the
Group discontinued its printing and publishing

operations and marine product trading at the time

of disposal of its subsidiaries,

Island Gold

Development Limited (“Island Gold”), Grand Allied
Profits Limited (“GAPL”) and their subsidiaries
respectively.

(i)

The results of the printing and publishing

operations for the period from 1st April, 2002
to 22nd July, 2002 which had been included
in the consolidated financial statements for the

year ended 31st March, 2003, were as follows:

RIEREEK (E)
BE_ZZE=F=A=1+—-HLEE
RZFE-FHA-T-HR-FT
= -—AZ+N\B XEEHFLE
H f} 8 2 Allsland Gold Development
Limited ( [Island Gold] ) * Grand
Allied Profits Limited ( [ GAPLI) K 1%
ZE7MBAT R & IEEENR
REBKMKEES

(i) H-ZEZT-_FWOA—HEE=
TE_F+tAZ+-HILHE
Wk R ENRI %7 2 2EE
BIEEBE-_ZTT=F=A=
T—RILEFEZEEVRERS
AR

HK$'000

FET

Turnover o 143,425
Other operating income H A& & EB WA 2,750
Operating costs S DN (160,504)
Loss from operations KB (14,329)

Allowance for doubtful recovery of BZEBE D E RRED

amounts due from associates 2 RBERER (217)
Finance costs MBER (149)
Share of results of associates BiEZRBE RAREE (100)
Minority interests LEREER 31
Net loss for the period HE B S8 (14,764)

During the year ended 31st March, 2003, Island
Gold Group used HK$33,789,000 in
operations, used HK$1,657,000 in investing
activities and generated HK$38,018,000 from

financing activities.

¢ A - Island Gold& E B R &

&% 2 IE /33,789,000
T FARKEEEH 2 HREAR
1,657,000 7t * K B BF 7% % &)
= 438,018,000/ It °
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9. DISCONTINUING OPERATIONS (CONTINUED) 9. HKRIEREXTK(E)

For the year ended 31st March, 2003 (Continued) BEz—

(%)

The carrying amount of the assets and liabilities
of Island Gold Group at 22nd July, 2002, date

PE=FE=A={—ALEE

Island GoldE B R H & B KR
—EE_FLA-+-HZE&

of disposal, was as follows: ERAEERAAWNT:
HK$°000
FHET
Total assets WBEE 201,032
Total liabilities, including amount due BAGE BRERASEREK
to the Group of approximately FXIB#9709,021,0007% 7T
HK$709,021,000 (831,870)

No gain or loss arose on the disposal of Island

Gold. No tax charge or credit arose from this

transaction.

H & Island Goldif £ & 4 {F {7]
Wtk BB -EHTBER H R
EEATMARE BEE-

(i) The results of the marine product trading for (i BZTETE_FHA-—RBAEEZ
the period from 1st April, 2002 to 28th ZE=F— A -+ /\HI-HH
January, 2003 which have been included in NZKEESHEBEEBRBER
the consolidated financial statements for the ZE_TE=F=-A=+—HI
year ended 31st March, 2003, were as follows: FEZREUVMBREAN RA

LU

HK$°000

FH&T

Turnover EXH 48,980
Other operating income H A& & A 3,183
Operating costs 1 R (52,578)
Loss from operations KB (415)
Finance costs M ER (23)
Taxation 18 110
Net loss for the period HE/ FEEBEBRFE (328)
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9. DISCONTINUING OPERATIONS (CONTINUED) 9. HKRIEREXTK(E)

For the year ended 31st March, 2003 (Continued) BE-_ZET=F=A=+—HILEE
(&)
During the year ended 31st March, 2003, GAPL FA GAPLEB AR E XK E
Group generated HK$959,000 from operations, A4959,000% 7T ANIEE %1
used HK$1,171,000 in investing activities and 1,171,000 7t X B R B 7% &
used HK$189,000 in financing activities. &) 189,000/ It
The carrying amount of the assets and liabilities GAPLEEREERRRZE
of GAPL Group at 28th January, 2003, date of Z=F-—HAZ+tNBZEEK
disposal, was as follows: BEEREEWNT:
HK$°000
FH& T
Total assets EEE 3,257
Total liabilities, including amount due REE PREAEEENNRIE
to the Group of approximately #9178,274,0007% It
HK$178,274,000 (181,096)
A profit of HK$1,263,000 arose on the disposal H & GAPLM E &£ 2 & 7
of GAPL, being the release of translation 1,263,000/ JT 78 BN 7E & FY
reserve upon disposal of the subsidiaries. No B AR AR 2 E Ko Ut
tax charge or credit arose from this transaction. HR S EEFEMHIEX
ek o

—EEns T RAERERERAR J
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10. DIRECTORS’ AND FIVE HIGHEST PAID 10. EERANVESEE#MS
EMPLOYEES' EMOLUMENTS
2004 2003
—EENF —ETE=F
HK$'000 HK$'000
FHET THB T
Directors’ emoluments EEWE:
Directors’ fees EE8e
— Executive —HITESE 2,640 2,303
- Independent non-executive —BUFHITESE 200 411
2,840 2,714
Other emoluments H b i - -
Total emoluments B <& 48 58 2,840 2,714
Emoluments of the directors were within the EEMeE D 2EBELT

following bands:

Number of directors

EEHAH
2004 2003
—EENEF —ETE=F
Nil-HK$ 1,000,000 Z 3% £ 2 1,000,000 7T 3 8
HK$1,000,001-HK$ 1,500,000 1,000,001 7t &= 1,500,000 7T 2 1
5 9
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DIRECTORS" AND FIVE HIGHEST PAID 10.
EMPLOYEES’ EMOLUMENTS (CONTINUED)

Employees’ emoluments

Of the five individuals with the highest emoluments
in the Group, two (2003: two) were directors of the
Company whose emoluments are included in the
disclosures above. The emoluments of the remaining
three (2003: three) highest paid individuals were as
follows:

ESkAUBERENE (HF)

BEMS

AEBhERERFEEFR ME (=
TE=ZF MB) REARAIZEF K
EVHMEeEREXEE- T =4

—EE=F =) EaHEE 2
Cap UNNE

2004 2003
—EENE —_TE=F
HK$'000 HK$'000
FB T FE T
Salaries and other benefits = =4 2,178 3,257
Retirement benefits scheme R ORAE F EH 2 3R
contributions 12 33
2,190 3,290
Their emoluments are within the following bands: EEMEE D cBEMT:

Number of employees

EE®E
2004 2003
—EENE —_TT=F
Nil-HK$ 1,000,000 =¥ 5T % 1,000,000 7T 3 2
HK$1,500,001-HK$2,000,000 1,500,001 7T & 2,000,000 7T - 1
3 3
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10. DIRECTORS’ AND FIVE HIGHEST PAID 10.

EMPLOYEES’ EMOLUMENTS (CONTINUED)

During the year, no emoluments were paid by the
Group to the directors or the five highest paid
individuals as an inducement to join or upon joining
the Group or as compensation for loss of office. None
of the directors has waived or agreed to waive any
emoluments during the year.

ESkRAUBERENE ()

FARKELEX M TEFHR
i 5= = Fr Bl B 1F R I AR5 BlRS 5
WEIMAREE 2 & SRR ER
BZBEE-FANEESHRARE
MEERBME -

11. FINANCE COSTS 1. MBER
2004 2003
—EENME —TT-F
HK$'000 HK$000
FTER FET
Interest on: THEEZHE:
Bank borrowings wholly repayable ARATFABBEERZ
within five years RITEK (3.431) (1,814)
Other borrowings wholly repayable HaERAFANBE
within five years BEZER (240) (1,106)
Finance leases B &4 (201) (56)
(3,872) (2,976)
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TAXATION 12. B1E
2004 2003
—EBEENE —TT=F
HK$'000 HK$’000
TER FHET
The charge comprises: MEXHBEE:
The Company and subsidiaries: ZAN/NESTDS Yol
Hong Kong: Ek
— Current year —KEE (7.362) (1,231)
— (Under) overprovision in prior years —EFE (ME) B
B (110) 160
(7,472) (1,071)
Deferred taxation for current year REFRELETRIE
(note 31) (KfaE31) (181) =
(7,653) (1,071)

Hong Kong Profits Tax is calculated at 17.5% (2003:
16%) of the estimated assessable profit for the year.

Taxation arising in other countries or regions in the

PRC is calculated at the rates prevailing in the relevant

jurisdiction.

BEFERIBBEREE 2 (G5 ER
BB FIZ175% (CTEE=%F:16%)
ZREGFE-RREMME 2 FHIETD
REBHEMRAZRITHETE-

—rEmaa s REERMERERAT J
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12.

TAXATION (CONTINUED)

The taxation charge for the year can be reconciled to
the profit (loss) before taxation per the consolidated

income statement as follows:

12. BiE (&)

AEERBAX HRGE
AT A (E51R) 3 TEEZZDT-

mRAHIZ

2004 2003
—EENE —TT=F
HK$’000 HK$'000
TERT FAT
Profit (loss) before taxation WAl A (E1R) 78,731 (1,525)
Tax at the domestic income tax rate BRI E1T 5% &
of 17.5% (2003: 16%) Z A
(ZEZT=F:16%) (13,778) 244
Tax effect of income not taxable FERRBU A 2 TS
for tax purpose T2 1,765 220
Tax effect of expenses not deductible ~ FA[HE S H 2
for tax purpose BT E (575) (669)
Tax effect of tax losses not recognised RIERFIAEIEZ
MR8 (2,055) (2,468)
Utilisation of tax losses previously not  f# LB R HER Z
recognised T IE g B 100 -
Effect of tax exemptions granted to FENEARIRE
PRC subsidiaries MIA 2 % & 7,000 1,442
(Under) overprovision in prior years BEFE (TRE) BEEE (110) 160
Taxation attributable to the Company  AFE AR B &
and its subsidiaries for the year M E A~ E BRI (7,653) (1,071)
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13.

EARNINGS (LOSS) PER SHARE

The calculation of the basic and diluted earnings (loss)
per share is based on the following data:

Notes to the Financial Statements
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13. BREF (FH8)

THERHE:

BREANEERN (HE) DRE

2004 2003
“BRENFE 2 —_TE=F
HK$’000 HK$'000
FTER FHET
Earnings ZR
Profit (loss) for the purpose of basic MAETREAREE
and diluted profit (loss) per share AR (EE) 2 &F
(net profit/loss for the year) (B 18) (REEF
BFE8) 71,078 (2,565)
2004 2003
—EENME _—_TT=F
Number of shares R 8B
Weighted average number of ordinary izt E &R EAREF|
shares for the purpose of basic (E18) 2 B @Rt
earnings (loss) per share 19 8 337,061,107 128,566,520
Effect of dilutive potential BEEEET BRI XZE
ordinary shares
— Share options — R 700,701 N/AT 38
Weighted average number of ordinary Bt E &R E E AT
shares for the purpose of diluted (B8R 2 EdRmME
earnings (loss) per share EHE 337,761,808

No diluted loss per share for 2003 as there were no

BR=

=

TE-_FERNUEDHITRAA

dilutive potential ordinary shares outstanding in that
year.

The weighted average number of ordinary shares in
issued for the year 2003 was restated as if the share
consolidation and the right issue as described in note
28 have taken place on 1st April, 2002.

AR AR 2 E R
W% eRERET

—EE-_FEASHTERBNET
B EO5 M EE 28R 2 B D & BF B it
BEENR—_ZEE_FMA—HmEL
&le
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14.

PROPERTY, PLANT AND EQUIPMENT

14. Y% EBILRRE

Furniture,
Leasehold fixtures
land and Plant and  Leasehold and
buildings  machinery improvements  equipment Motor
HEL BER HEnE & vehicles Total
kETF B3] % REEREN RE ag
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TAT TAT TAT TAT TAR
THE GROUP r&E
AT COST KA
At 1st April, 2003 R-ZEZ=FNA—-AH - 58,734 8,945 4,434 601 72,114
Currency realignment ERHRE - (41) - - - (41)
Acquisition of subsidiaries (Note) WEKBAR (M) 78,000 - - - - 78,000
Additions =10 - 97,271 4,633 3,110 4,125 109,139
Disposal of subsidiaries HENBE A - (1) (9,159) (3,375) (24) (12,559)
Disposals e - (336) - = - (336)
At 31st March, 2004 R=Z2EME=A=+-8 78,000 155,627 4,419 4,169 4,702 246,917
DEPRECIATION AND HEREH
AMORTISATION
At 1st April, 2003 RZZTE=FNMA—-H - 1,209 8,184 3,198 119 12,710
Currency realignment AR = (6) - = = (6)
Provided for the year RERRE - 6,819 1,344 737 472 9,372
Eliminated on disposal of &N 2 AR
subsidiaries i 38 - (1) (8,284) (3,110) (24) (11,419)
Eliminated on disposals & e 3 - (12) - - - (12)
At 31st March, 2004 RZZBEMF=A=+-A - 8,009 1,244 825 567 10,645
NET BOOK VALUES AR H B
At 31st March, 2004 R=Z2EMF=A=+-8 78,000 147,618 3,175 3,344 4,135 236,272
At 31st March, 2003 RZZEE=F=A=1—-H - 57,525 761 1,236 482 60,004
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14. PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)

Note: On 31st July, 2003, the Group entered into a purchase
agreement to acquire the entire equity interests in Best
Concord Group Limited, which beneficially owns the land
and plant construction situated at Shenzhen, the PRC, from
Matsunichi Communications (Hong Kong) Limited, a
company which is wholly and beneficially owned by Mr.
Pan Su Tong, a director and a substantial shareholder of
the Company, at a consideration of HK$78,000,000, which
is included in the land and building under property, plant
and equipment. The remaining balance payable outstanding
as at 31st March, 2004 of HK$11,700,000 was included
in the amount due to a related company in the current
liabilities (see note 24) which shall be payable upon
completion of due registration of the title of the plant in
the name of Best Concord Group Limited, with all necessary
licences for commencing operation of the plant by Best
Concord Group Limited having been obtained. According
to the legal advices obtained by the Company, such

registration of the title was completed in December 2003.

The land and buildings are held under medium term
lease and are located in the PRC.

The net book value of the Group’s property, plant
and equipment includes an amount of approximately
HK$36,511,000 (2003: HK$348,000) in respect of
assets held under finance leases.

14. Y% - BBERFRE (E)

Ma: RZZBEZE=FtA=+—H KxEE]
Y—HBEHH RRBEM ()
A PR A Al Y fEBest Concord Group
Limitedz £ SR #E 1R B & (F8)
ERARDNARAEFTREEREE
mBEEMEZEERHEA ° Best
Concord Group Limited Bl & 25 # A iz
R AR FEMBRIN T 2 43 & 5
ERME-B /KB 578,000,000
B -BRMEDIAYE  HaE KRR
HWIEE T2 L REF-R-TTMF
A=t BENMANZHBRR
11,700,000 7T EFI AREN A EH /&
R EE A AR IE (R E24) - & B
il /% %% 5 3% # LA Best Concord Group
Limited# 2= IE =\ & & - LA J2 BX 45 Best
Concord Group Limited#& % = #% & Ft
A2 — YR B Mo RIBAR R B P
B ERER ZERBTERZEE
=F+ZAxEKe

ST i R T AR R A
AR o o

AEBERTYE HERRBZERR
FEPUBEROBE CEEMGEN
B4 A36,511,0008 L (T =
4 :348,000/8 7T ) °

—TTESR MBBRERERAR s
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B & 3Rk & KM &

For the year ended 31st March, 2004 &% = FEZE/F=H =+ —HILFZ

15. INTERESTS IN SUBSIDIARIES 15. R B AIER

THE COMPANY

b NN

2004 2003
—ZEEWE —EE=F
HK$'000 HK$'000
FTET TETT
Unlisted shares, at cost FEEMARG - AR 78,000 -
Unlisted capital contributions, at cost JEEMIEE KA 158,061 55,001
236,061 55,001
Amounts due from subsidiaries (Note) Mt B A &R (Hf:E) 214,010 =
450,071 55,001
Particulars of the Company’s principal subsidiaries at RZEENF=A=+—HARA=E

31st March, 2004 are set out in note 43. ZMB AR ERERHIFE4L3 -
Note: The amounts are unsecured, non-interest bearing and have Kizt: ZRBELEEMR 2LHEEEEER
no fixed terms of repayment. In the opinion of directors, B EERAZAETIEREERR
the amounts are unlikely to be repaid within the next 12BR AER MIIABEABRY I

twelve months from the balance sheet date and therefore MENIEH ©

are shown in the balance sheet as non-current.

J Matsunichi Communication Holdings Limited Annual Report 2004
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Bt % & K &=

For the year ended 31st March, 2004 &= = FEE/ME=F =+ —HILFZF

INTERESTS IN UNCONSOLIDATED
SUBSIDIARIES AND AMOUNTS DUE TO
UNCONSOLIDATED SUBSIDIARIES

AT AGEREZHBE QR E
BRENRFTAGERE ZH

I NCE /e

THE GROUP
rEE
2004 2003
—EEME _—_TT=F
HK$'000 HK$’000
TET FAT
Interests stated at carrying value NEEEBEARZ #x= - 12,201
Less: Impairment losses recognised BB HERZIBE - (4,676)
- 7,525
Amounts due to unconsolidated KT AGZERE 2
subsidiaries RIEEI/NETE /@] - 7,525

The interests in unconsolidated in subsidiaries in prior
year represented interests in Beijing Capital Asia
International Bonded Affairs Development Co., Ltd.
(“Bonded Affairs”) It R KBIBR R ERBR A A
and Shanghai Fu Da Jewellery Company Limited (“Fu
Da") L BRBEKBEEMAMR DA, which are
registered and operated in the PRC, in which the
Group held equity interests of 70% and 57%
respectively. Throughout the prior year, the Group
had been unable to exercise its rights as a major
shareholder of Bonded Affairs and Fu Da. Accordingly,
the Group had been unable either to control the
assets and operations or to exercise significant
influence over the financial and operating policy
decisions of both Bonded Affairs and Fu Da. For this
reason, the financial statements of Bonded Affairs
and Fu Da had not been consolidated in prior year’s
financial statements of the Group. The interests in
unconsolidated subsidiaries and amounts due to
unconsolidated subsidiaries were disposed of upon
disposal of subsidiaries during the year.

FFERFALGRRE ZH BRI
SmERIERFARERERHERBRA
Al (TRHER]) R EEBRERER
EARAR ([18E]) 2 LR E
RAEGR P BEMARL R EE K&
BRER DR FET0%KR57% .2 Ik
i -NEFREFE AREIREE
TEEESRTERLREBEZETER
RFT A 2R H Ut AR RIRBEL R
MR MABE L BE R EITHEZE
RAHRMERIBEZHREE
RRBITERZEN -ENALER
REERENBEZMBBRELREGES
AAAREE EFEFBEBE - RFHA
Ak B 2B A FES MR ARG
MNRERAZHMBRARRERAFEE
HEMBARKEHL-

—rEmaa s REERMERERAT J
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For the year ended 31st March, 2004 &% = FEZE/F=H =+ —HILFZ

17. INTERESTS IN ASSOCIATES 17. BERTHER
THE GROUP
rEE

2004 2003
—EEME 2 _—_TT=F
HK$'000 HK$'000
FTER FET
Share of net assets BIEEEFR - -
Amounts due from associates RN N4 - 21,620
Less: Impairment losses recognised B EERZBERRE - (21,620)

The interests in associates was disposed of upon
disposal of subsidiaries during the year.

18. INVESTMENTS IN SECURITIES 18. BHERE
THE GROUP
rEHE
2004 2003
—EENME —TT=F
HK$'000 HK$°000
FTET FAET
Other securities, non-trading: FEFEEZEMBS:

Unlisted equity securities FELTRAES - 16,869
Investment fund KERES - 6,077
- 22,946
Less: Impairment loss recognised B HER 2 REE B - (22,946)

The investments in securities were disposed of upon
disposal of subsidiaries during the year. In the opinion
of directors, the fair value of interest in securities in
2003 was negligible.

J Matsunichi Communication Holdings Limited Annual Report 2004
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19.

20.

Notes to the Financial Statements

Bt % & K &=

For the year ended 31st March, 2004 &= = FEE/ME=F =+ —HILFZF

OTHER ASSETS 19. HMEE
THE GROUP
AND THE COMPANY
AEBRAAD T
2004 2003
—EENE —TT=F
HK$’000 HK$'000
THET FAT
Club debentures 2HES 610 610
Less: Impairment losses recognised B B R B 18 (520) (520)
20 90
INVENTORIES 200 ®&
THE GROUP
KEH
2004 2003
—EENE —TT=F
HK$’000 HK$'000
THET T8
Digital consumer products HWEEEM
Raw materials JR# 44,978 6,644
Work in progress  BURK i 4,415 3,701
Finished goods RIAK oh 37,749 14,074
87,142 24,419
Apparel X £ - 39,422
87,142 63,841
At 31st March, 2004, finished goods of approximately R-ZZBEZENFE=A=+—H L4

HK$5,122,000 (2003: HK$20,782,000) included
above were carried at net realisable value.

5,122,000/ Tt ( = &
20,782,000/ 7T ) <~ RLAK fm LA AT 23R

=2 TE §|J 3

T = F:

SmEmEs R ERRERERA T
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For the year ended 31st March, 2004 &% = FEZE/F=H =+ —HILFZ

21. TRADE AND OTHER RECEIVABLES 21.

The Group allows credit periods ranging from 30
days to 180 days to its trade customers.

An aged analysis of trade receivables at the balance
sheet date is set out as follows:

FE Wi B R K% H b FE I BR K
AEBGETEPZHERANF=1H
E—A/N\tH-

NTREZEE R ARSI D 2B
R AT

THE GROUP
rEH

2004 2003

—EENE —TT=F

HK$’000 HK$'000

FTERT FET

0-30 days TZ=1H 35,246 18,801

31-90 days =+—ZEATH 124,216 40,457

91-180 days nt+—=2—8/N\+H 29,282 4,564

Over 180 days —BNATHMRE 275 5,403

189,019 69,225

Other receivables H b & U ZX 18 38,175 11,634

227,194 80,859

J Matsunichi Communication Holdings Limited Annual Report 2004
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23.

24.

Notes to the Financial Statements

Bt % ) & K &

For the year ended 31st March, 2004 &= = FEE/ME=F =+ —HILFZF

TRADE AND OTHER PAYABLES 22.

An aged analysis of trade payables at the balance
sheet date is set out as follows:

FE Y BRI H b B 3 BR X

NTREZEE B URKE D 2 A
BR A AT

THE GROUP
REH
2004 2003
—RENFE -TT=
HK$'000 HK$'000
FER FAT
0-90 days ZENTH 17,150 4,469
91-180 days ht+—=—8B/N\+H 3,895 167
Over 180 days —BATBEMRE 1,550 3,686
22,595 8,322
Other payables H fth FE 1< 5RIB 45,114 12,715
67,709 21,037
AMOUNT DUE TO ULTIMATE HOLDING 23. EBEfRAKAERNIE
COMPANY
THE GROUP REE
The amount is unsecured, interest free and repayable FAIEEEEE - £ 8 RANEE
on demand. o
AMOUNT DUE TO A RELATED COMPANY 24, EN—EBEARNE

THE GROUP AND THE COMPANY

The amount represented amount due to Matsunichi
Communications (Hong Kong) Limited of which Mr.
Pan Su Tong, a director of the Company, is the
ultimate shareholder and director (note 14).

The amount is unsecured and interest free.

FEBRARQF
HEXRBLSERNRBER (FE) A
RARZHB-RNABEREFHBE
ERMBEM(BR) AERABIZK
RERRESE (fE14) -

BREFBRDBERR 28-

—EEmess RABRERERAD s @r



Notes to the Financial Statements

Bt %% W OE MR

For the year ended 31st March, 2004 &% = FEZE/F=H =+ —HILFZ

25. BANK BORROWINGS 25. RITER
THE GROUP
rEH
2004 2003
—EENF —EET=F
HK$'000 HK$'000
F#& T THB T
Bank loans RITEK - 42,453
Trust receipt loans ERIEE K 80,744 21,787
80,744 64,240
Analysed as: ST :
Secured A K1 - 53
Unsecured 4 41 45 80,744 64,187
80,744 64,240
The bank borrowings bear interest at prevailing ZERITERZHNEBRER Z2TIHE
market rates and are repayable within one year. RHE WAR—FRNEER-
26. OTHER BORROWING 26. HfER
THE GROUP AEE

The amount was unsecured and bore interest at Hong
Kong prime interest rate.

J Matsunichi Communication Holdings Limited Annual Report 2004
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Bt % & K &=

For the year ended 31st March, 2004 &= = FEE/ME=F =+ —HILFZF

27. OBLIGATIONS UNDER FINANCE LEASES

27.

MEHENEE

Present value of

Minimum lease payments  minimum lease payments

BEXNHESE BEXNHESEZRE
2004 2003 2004 2003
“EEME -—TT=-F CZEENFE -ITT=
HK$’'000 HK$'000 HK$'000 HK$'000
TEx TET TER TET
THE GROUP rEE
Amounts payable under finance  BIEBERNER 2
leases: 28
Within one year —FR" 13,384 97 12,030 79
In the second to fifth year E_ZEERF
inclusive (BREEMF) 26,304 289 24,395 267
39,688 386 36,425 346
Less: Future finance charges BARREER (3.263) (40) N/A N/A
Present value of lease obligations F#AEH 2 RE 36,425 346 36,425 346
Less: Amount due for settlement  J5: —FREIHEERE
within one year (12,030) (79)
Amount due for settlement after —F % 3|HEBHE
one year 24,395 267

The lease terms are three years. Interest rates are
fixed at the contract date. All leases are on a fixed
repayment basis and no arrangements have been
entered into for contingent rental payments.

HOFHR=F -EXRFTILEHHE
HIER - O RBEEERE
B WETLEMNEAINHARS
Z &

—rEmaa s REERMERERAT @r
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For the year ended 31st March, 2004 &% = FEZE/F=H =+ —HILFZ

28.

SHARE CAPITAL

28.

Number of shares

RN

Share capital

RAEE B &
2004 2003 2004 2003
—ZEMF ZET=F —ZEME —T%=
Notes HK$'000 HK$'000
i3 T#Ex THT
Authorised: R
At st April RIUA—R 50,000,000,000  50,000,000,000 500,000 500,000
Consolidation of shares BHRH €) (40,000,000,000) - - -
At 31st March R=A=+—-H 10,000,000,000  50,000,000,000 500,000 500,000
Issued and fully paid: BEEARAR:
At 1st April REA—H 707,057,804 589,257,804 7,071 5,893
Issue of new shares by way NEE AR ETHR
of placement (b) 141,400,000 - 1,414 -
Issue of new shares on RFEERERTHIR
exercise of share options (c) 20,001 - - -
Issue of new shares BT (e) - 117,800,000 - 1,178
848,477,805 - 8,485 -
Consolidation of shares B 1n & B (a) (678,782,244) = - -
169,695,561 - 8,485 -
Rights issue of shares HRETRD (d) 339,391,122 - 16,969 -
At 31st March R=A=+—8 509,086,683 707,057,804 25,454 7,071
(@)  Pursuant to ordinary resolutions passed at the (@) WERZZEZTE=FHLANBE

special general meeting of the Company held
2003, the
consolidation was effected that every five

on 8th September, share
issued and unissued then existing shares were
consolidated into one consolidated share. The
nominal value of issued shares in the share
capital of the Company was increased from
HK$0.01 to HK$0.05 each.

Matsunichi Communication Holdings Limited Annual Report 2004
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For the year ended 31st March, 2004 &= = FEE/ME=F =+ —HILFZF

28. SHARE CAPITAL (CONTINUED)

(b)

On 9th April, 2003, Jade Forest Limited (“Jade
Forest”), a substantial shareholder of the
Company, agreed to place 141,400,000 shares
of HK$0.01 in the Company to
independent investors at a price of HK$0.18

each

per share. The placing price represented a
discount of 10% to the closing price of
HK$0.20 per share as quoted on the Stock
Exchange on 9th April, 2003.

On the same date, Jade Forest agreed to
subscribe for 141,400,000 new shares of
HK$0.01 each in the Company at a price of
HK$0.18 per share. The shares to be subscribed
amounted to 20% of the then existing share
capital and 16.67% of the enlarged issued
share capital of the Company. The shares were
allotted and issued on 22nd April, 2003. All
shares issued rank pari passu with the then
existing shares in issue in all respects.

The net proceeds of the subscription of
approximately HK$25 million were used for the
expansion of the Group’s communication-
related business and for general working
capital purposes of the Group.

Pursuant to an ordinary resolution passed at
the directors meeting of the Company held on
25th August, 2003, the Company granted
20,001 share options to an employee and the
employee exercised the share options on the
same date at a price of HK$0.2518 per share.
All shares issued rank pari passu with the then
existing shares in issue in all respects.

28. KA (#8)

(b)

R-ZZEZ=FWANLB AR
&) & Z % % Jade Forest Limited
([Jade Forest]) R E M BLI%
& & B & 141,400,0000 & A
RIRAEREE0.01E T 2 %
SRR EERI18E T
REEBSEKR_ZT=FMNAA

HE X FT ATk & R U T E0.20
BITYTE10% ©

[E B - Jade Forest[d &= & & i%
0188 L 2 B 1§ - R B
141,400,000/ KR &) g N &
IREEO0.01 T 2 #AR - #§ T
REZBOERRRIERER
BRAN220% K 4&E R E BT
K216.67% - BEARMGHERZ
TE=FOA-+-ARER

oﬁﬁﬁeﬁfﬁﬂxfﬁi’ﬂﬁﬁﬁ
ﬁﬁﬁ/\mﬁjzfﬁﬁﬂxf
H—r* m ©

REAMBEREFEY
25,000,000 - 2 A{EER
AEEZBAMEBEESR UK
ERAGEE - EEE®-

BRERZZEZE=FNA=Z+H
HERcESER AR A
TRAZER ARAIM—HAE
8 & H20,00117) B8 Ak # - ™ 2%
EERFBZEER0.2518% T
ZEBITEERERE-FTA
EERTRODHEEMEIEREE
HeRERODEEREED-

SmEmEs R ERRERERA T
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For the year ended 31st March, 2004 &% = FEZE/F=H =+ —HILFZ

28.

SHARE CAPITAL (CONTINUED)

(d)

Rights issue of 339,391,122 shares of HK$0.05
each at a subscription price of HK$1 per rights
share were allotted on 30th September, 2003
to the shareholders of the Company in the
proportion of two rights shares for every
consolidated share then held. All shares issued
rank pari passu with the then existing shares
in issue in all respects.

The net proceeds of the rights issue of
approximately HK$334 million were applied for
expanding the Group’s communication-related
business and for general working capital
purposes. All shares issued rank pari passu with
the then existing shares in issue in all respects.

Pursuant to a subscription agreement dated
3rd October, 2002, on 17th October, 2002,
117,800,000 new shares in the Company were
allotted and issued to Jade Forest, a substantial
shareholder of the Company at the time of
allotment, at a price of HK$0.2 per share. All
shares issued rank pari passu with the then
existing shares in issue in all respects.

The proceeds were used to expand the Group’s
activities in communication-related business
and used as general working capital of the
Group.

J Matsunichi Communication Holdings Limited Annual Report 2004
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B2 ()

(d)

(e)

i A% 8 17 2 339,391,122 &
IREE0.05% T 2 kfn B R
—EE=FhLA=Z+HEZR
HBRRM1EBIT 2 RBERE
FTARARIRR RELHAEE
RERE —REHRNHEHRM
BRERKRD -FABEEZEITRG
HEMETRHEER 2RER

BEERSMES

WP SR FEE BIEER
AEBZBAMEERES AR
ERAKBEZEEES A
ERTENES TEHEAZRD
BUTZREBRNDEERSE
m-FTEERITRDBYERE
THEERZREBRNDEER

%%

KE—ERZET=_F+A=
ARl v RBEBHZE - R_TF
“HF+A+EBH - AQFME
Jade Forest (AR Az —fEE
P& 3R ) B 3 K #17117,800,000
BRKGD SRRMNERE2E
T BERITRNHBERE
THEERZBERNERR

JE N s

Eheame

PIERERERAAEB 2R
AMBEEEBERBEARE 22
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For the year ended 31st March, 2004 &= = FEE/ME=F =+ —HILFZF

SHARE OPTIONS

The Company operates a share option scheme for
the purpose of providing incentives or rewards to
participants.

Under the share option scheme, the board of directors
of the Company may grant options as an incentive
to eligible employees, including directors of the
Company and its subsidiaries, to subscribe for shares
in the Company at the price determined by the
directors, but shall not be lower than the higher of
(i) the closing price of the Company’s shares on the
Stock Exchange of on the date of grant; (ii) the
average of the closing prices of the Company’s shares
on the Stock Exchange for the five trading days
immediately preceding the date of grant; and (iii)
the nominal value of the Company’s shares. The
maximum number of shares in respect of which
options may be granted under the share option
scheme is not permitted to exceed 10% of the issued
share capital of the Company from time to time. An
option may be exercised at any time within ten years
from the date of grant of the relevant options.

The offer of a grant of share options under the
scheme may be accepted within 28 days from the
date of the offer by the grantee. The vesting and
exercise period of the share option granted is
determinable at the entire discretion of the board of
directors but the exercise period will not exceed a
period of ten years immediate after acceptance of
grant.

At 31st March, 2004, the number of shares in respect
of which options had been granted and remained
outstanding under the share option scheme were
20,000,000 shares, representing 3.9% of the shares
of the Company in issue at that date.

29.

Bk

ARRIBE—BBREE UEA
/,\%T')IT i%ﬂi?]uﬂ

REBERESS ARAREEESAM
EERER (BRARRARENMER
AIZER) ROBEREFESHAER
1@?\23&@0/*\%%&1@%5”&%%%

ZERRBEARBED EEHE
T“TT1EEBA(|)$’/} AR 7 R AR AR

B HATE BB B R FT 2 W T (B 5 3k (i)
RAFRMDNEZBRER LD B HA
FERXSBEBBE R FHWH
Bk AFIRN 2EEBE =& N
=B A% REERER S M
ERETERTETZIRNESEE
THBAARD TN 2 D BEITRAZ
10% - BREA AR L B@ABREZ
B+ EREREEITE

REAESRIBREZZZTNER
HHIREET28H AAARAZR B
HEREZ RBRRTENRESS
ERET BTEMIEBAZAR
H&R+FHR

R-ZZEENMF=A=+—08 REE
IREETEIE B R RITHE 2 AR
Bt & 2 B& 7 81 B /&20,000,0008%
HERAARRZBEZETRMNDZ
39% °
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For the year ended 31st March, 2004 &% = FEZE/F=H =+ —HILFZ

29. SHARE OPTIONS (CONTINUED) 29. BRE (&)
No charge is recognised in the income statement in FRERE 2 BREGEIT AN
respect of the value of options granted during the RNTER
year.
The following tables disclose details of the Company’s TRINTFARRAEREZFER
share options of the Group and movements in such FRABREEZZE:

holding during the year:

(i) Employees (i) B8

Number of share options

BREHE

Outstanding Outstanding

Subscription at 01.04.2003 Granted Exercised at 31.03.2004

Date price Exercise R-ZBE=F during during =—ZENE

of grant per share period A—AH the year the year ZA=+—H

RiiAH SRABE fTREHE HATE FRERYE FRAETE e R AT

HK$ (Note b)
BT (Hizth)

25.08.2003 0.2518  25.08.2003 to = 20,001 (20,001) =
—ETT-F 24.08.2013
NAZ+AH —TT=E
NRZ+HBZE
—T-=%
NAZ+mA

05.02.2004 1.3000  05.02.2004 to - 7,700,000 - 7,700,000
—TIMF 04.02.2014
—ARH e S i3
“AaRz
—T-mF
—AMmB

- 7,720,001 (20,001) 7,700,000

J Matsunichi Communication Holdings Limited Annual Report 2004
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29. SHARE OPTIONS (CONTINUED) 29. B (#E)
(i) HibsHEE

(ii) Other participants

Subscription

Number of share options

BREHE

Outstanding
at 01.04.2003 Granted

Outstanding

Exercised at 31.03.2004

Date price Exercise R-BB=F during during Z—ZTTMF
of grant per share period A—H the year the year =A=+—H
Rt AH BERABE THEEH e R AT ERERY FREFTE R AT B
HK$
BT
05.02.2004 1.3000 05.02.2004 to 12,300,000 - 12,300,000
i S Uk 04.02.2014
—RER “TTNE-ARAE
—E-WE-AMA

Notes: B ot :

(a) The closing prices of the Company's shares (a) RARROREEREBH =
immediately preceding the date of grant of 25th ZE=FNAZT+HBER=F
August, 2003 and 5th February, 2004 were TNFE-_ARAMZEMED
HK$0.248 and HK$1.300, respectively. 7 430.24878 7T }.1.3008 T °

(b) The options were exercised on 25th August, 2003 (b) ZEBBREER_ZZE=F/\

with closing price of HK$0.250 of the Company's
shares at the date of exercise.

No options were granted to or held by directors
of the Company during the year.

No options were granted or outstanding in
prior year.

On 20th April, 2004, the Company further
granted 30,000,000 new share options under
the share option scheme to its participants at
a subscription price of HK$1.540 per share.
The closing price of the share at the date of
grant was HK$1.480. Up to date of this report,
these new share options had not been
exercised.

AZ+RBTE R17ERH
AR BN 2 Wi 8 40.250
BT

FAARREFTEER
B B TR A o

FFEI BRI EARITEL
B A o

RZZETEFMA=Z+H K
NERRERETEI M E 2 E
& — 2P 1% 1130,000,0000% %1
B REERSRKRI1.5408
T ROMRITE BB ZKmE
B1.480B T -BEEAWER
B ZENERELEETE

TSR RBBMRERERAR
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30. RESERVES 30. f##
THE GROUP b
Details of changes in reserves of the Group are set rEERBEDAFBHEAN2IEES
out in the consolidated statement of changes in equity Bm#EHk-
in page 23.
Capital reserve represents the loans waived by former BEXf#mishE2ERB AT 2/
minority shareholders of a wholly-owned subsidiary BRRE R 2 ER-BBAMIRA 5%
in the PRC. Pursuant to local regulations, this amount HBEEREWB AR 2IkFHE
has been transferred to a non-distributable reserve Ao
of the subsidiary.
Share Special Accumulated
premium reserve losses Total
R 5 E 15l % 6 RitE# nE
HK$'000 HK$'000 HK$'000 HK$'000
FAT TAT TET TR
THE COMPANY VNN
Balance at 1st April, 2002 RZBEE-_FWNA—HETF 329,237 44,932 (253,427) 120,742
Issue of new shares BIOHR 22,382 - - 22,382
Expenses incurred in connection B E{TRH M3 Bz T
with issue of shares (606) - - (606)
Net loss for the year AEEBEEFSE - - (13,784) (13,784)
Transfer as required under BEZFERIZHAEM
the Order on Petition (note (3))  E# (Kf#()) = 223 (223) =
Balance at 31st March, 2003 R-EE=F=A=+—H
e 351,013 45,155 (267,434) 128,734
Issue of new shares (note 28) BATHRR (B #28) 346,464 = = 346,464
Expenses incurred in connection  EE TR 3| B2 X it
with issue of shares (6,326) - - (6,326)
Net profit for the year KEE @A - - 674 674
Transfer as required under REZFEERILATM
the Order on Petition (note (3))  B#& (Kt () - 100 (100) =
Balance at 31st March, 2004 R=-ZENE=HA=+-H
&R 691,151 45,255 (266,860) 469,546
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RESERVES (CONTINUED)

THE GROUP (Continued)

Notes:

(a)

As part of a share capital reorganisation (the
“Reorganisation”) (details of which are set out in a circular
dated 10th August, 1998), an order dated 2nd March,
1999 confirmating the reduction of the capital of the
Company (the “Order”) was made by the High Court of
the Hong Kong Special Administrative Region (the “Court”)
in connection with the reduction of the capital and of the
share premium account of the Company pursuant to which
the Company undertook to the Court that any sum received
by the Company in respect of the investments or loans or
transactions, as more fully described in the Order, whether
by reasons of realisation or repayment or recovery of the
whole or any part of such investments or loans or
transactions or the payment of dividends or interest or
otherwise howsoever, up to a maximum amount of
HK$497,509,863.52, would be credited to a special reserve
in the accounting records of the Company and that for so
long as there remained any debt of or claim against the
Company outstanding at the date when the reduction of
capital and of the share premium account became effective
which, if such date were the date of the commencement
of the winding up of the Company, would have been
admissible in proof against the Company and the persons
entitled to the benefit thereof had not have agreed

otherwise, such reserve:

(i) should not be treated as realised profits; and

(i) should, for so long as the Company remained a
listed company, be treated as an undistributable
reserve of the Company for the purposes of
Section 79C of the Companies Ordinance or any
statutory re-enactment or modification thereof.

It was also provided in the Order that, notwithstanding
the above undertaking, the amount standing to the credit
of the special reserve might be reduced by the aggregate
of any increase in the issued share capital or in the share
premium account of the Company resulting from an issue
of shares for cash or other new consideration or upon a
capitalisation of distributable reserves after the reduction
of capital and of the share premium account became
effective.

30.
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R—AANENA+BRHEZBE) 2
—BH KBRS FNTRER S AR
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B ERZEREEEAER N ERKA
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30.

RESERVES (CONTINUED)
THE GROUP (Continued)

Notes: (continued)

Since the Reorganisation, the Company increased its issued
share capital and share premium account by ways of rights
issue, share placement for cash consideration and exercise

of share options. Details of such increases are as follows:

30.

it (&)
AEE (5)
ECD

BETEAFEZ FAARAERASK
B AR & ¥ AR - BC AR 77 =0 e 17 {68 B AR
EMEHTRARKMDEER FEW
T

Up to Up to

31st March, 31st March,

2004 2003

BEZE BE

—®EmE  —TT=F

=A=+—-HB =RA=+—H

HK$ HK$

& 7T BT

Increase in issued share capital #Z BT IR A 25,104,185.87 6,720,429.87

Increase in share premium account,

net of expenses incurred

180 2 R A9 o fE B - B 0 % A

568,899,209.42 228,761,360.42

594,003,395.29 235,481,790.29

Accordingly, based on legal opinion, the maximum amount
of HK$497,509,863.52 to be credited to the special reserve
of the Company as required by the undertaking in the
Order is achieved through the cumulative increase of share
capital and premium of HK$594,003,395.29 and the special
reserve of HK$45,255,059.82 up to 31st March, 2004.

As at 31st March, 2003, the Company credited
HK$45,155,059.82 to the special reserve, thus keeping
the maximum amount to be credited to the special reserve
to HK$216,873,013.41.

In the opinion of the directors, the Company did not have
any reserves available for distribution to shareholders at

the balance sheet date.
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(b)

Bt RIBERER KIBZEL AR
HEFEABARRARIZERIGEEZ
£ = 3% 88 497,509,863.52/% It Jh &
BRAREMEZ R ENE
594,003,395 298 T R EE T ZT N
F=ZA=+—HAzZ2% 8 &FE
45,255,059.82/8 T i EX 5 ©

R-ZZ=F=A=+—R0 ARQ7FE
#%45,155,059.82% 7T # A &% 5 5l f#
B EERAZER @B Zm R
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31.

DEFERRED TAXATION

The following is the major deferred taxation liability
recognised and movements thereon during the

current and prior years:

Notes to the Financial Statements

Bt & 3R & M &=

For the year ended 31st March, 2004 &= = FEE/ME=F =+ —HILFZF
31. EEHIE

ATRRAFERBEFEEERZ
TERERERELREES:

Accelerated
tax depreciation

BREMEFTE
HK$'000
FHET

At 1st April, 2002 and 1st April, 2003 RZZEZTZFHA—B R
—TF=FDWA—A -
Charge to income statement for the year R AN E U z5 X WK% 181
At 31st March, 2004 R-ZEBEENFEF=ZA=1+—H 181

At the balance sheet date, the Group has unused tax
losses of approximately HK$61,194,000 (2003:
HK$63,846,000) available for offset future profits.
No deferred taxation asset has been recognised in
respect of the tax losses due to the unpredictability
of future profit streams. There were no other
significant temporary differences arising during the
year or at the balance sheet date.

The Company has no significant temporary differences
arising during the year or at the balance sheet date.

REER AEBRBH 2 HIBEE
#761,194,0008 L (Z T T = F:
63,846,000/ 7t) A] AR K 88 B 18 )%
Flo P B 1835 K SR < A~ °] T8I 1% -
W R EE B RERET(ELERIEE
E-FRNIREEATEEMERE
RrERo

FARREEALBEEAERER -

—EEns T RAERERERAR J
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32. ACQUISITION OF SUBSIDIARIES

32. WEKHEB-A A

2004 2003
—EENME —TT=F
HK$’000 HK$'000
FTER FET
Net assets (liabilities) acquired BAZEEFE
comprise: (BEFE) 81
Property, plant and equipment M HBERZE 78,000 59,125
Inventories FE - 3,511
Trade and other receivables JE WA B K K% HL At 8 s SR I8 - 4,151
Bank balances and cash RITHEFLRES - 23,406
Trade and other payables JiE 151 BR 3k Ko E Ath JE A< 3RIE - (7,955)
Other loans H i B &K - (27,001)
78,000 55,237
Negative goodwill arising on acquisition WHEEEL - BEE - (237)
78,000 55,000
Satisfied by: SNV
Cash b 66,300 55,000
Amount due to a related company &t — R #&E A Rl IE 11,700 =
78,000 55,000
Net cash outflow arising on acquisition: FEUWEMmEL 2R &
T SRR
Cash consideration paid X zBEERE (66,300) (55,000)
Bank balances and cash acquired BAZRITEFTRE® - 23,406
Net outflow of cash and cash RekBReZEEYRE
equivalents ek (66,300) (31,594)
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ACQUISITION OF SUBSIDIARIES
(CONTINUED)

The subsidiaries acquired during the year contributed
insignificant turnover, profit from operations and cash
flow to the Group (note 14).

The subsidiary acquired during the year ended 31st
March, 2003 generated HK$8,129,000 from
operations, used HK$60,259,000 in investing activities
and generated HK$56,605,000 from in financing
activities during 2003.

The subsidiary acquired during the year ended 31st
March, 2003 contributed approximately
HK$18,965,000 to turnover, and a profit of
approximately HK$4,827,000 to the Group's profit
from operations.

DISPOSAL OF SUBSIDIARIES

As explained in note 9, on 26th September, 2003
and 6th February, 2004, the Group discontinued its
apparel trading operations at the time of disposal of
its subsidiaries, Hamlet Profits Group and Future
Blossom Group, respectively. On 22nd July, 2002 and
28th January, 2003, the Group discontinued its

32.

33.

W BB B 1B 2 =] (&)

FRNEAZHBAREARER &
B REHFRBEREZERTA
(fFzE14) ©

HE_ZETE-F-A=+—HILEE
NBEZMBRARIZEBE_TT=
FEHS,129,0008 0 AILEEEH)
F360,259,0007% 7T & A B 15 /& B EE A
56,605,000/ Jt °

HE_ZEE=-F=-A=+—HILEE
RUYHE 2 i B A RN F R AR BE
1 4918,965,000% 7T 2 & =R A Bl &
HAEB Z2EBENTRL
4,827,000/ 7T 2 Wz ©

HEREA R

Mt R—EE=FNA -+
ANEBRZZETENFZASNH KKHE
5 Bl & E K B 22 5] Hamlet Profits
Group M Future Blossom GroupfF 4% [F
KEKEPEBK - R_TET_FtA=
+-_HE_ZBEZE=F—HF_+N\H"
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33. DISPOSAL OF SUBSIDIARIES (CONTINUED) 33

printing and publishing operations and marine
product trading at time of disposal of its subsidiaries,
Island Gold and Grand Allied, respectively. The net
liabilities of these subsidiaries disposed of during the
year were as follows:

& B A R (8

£ 5 Bl (& EH M B 2 Flisland Gold &
Grand Allied® 78— ff 4% |E H iR K& E)
BIEBRKEBSEK - FALE
ZEMB ARSI B cBEFEAOT

2004 2003
—EENMFE —TT-F
HK$’000 HK$'000
FER FAT

Net liabilities disposed of comprise: HECZEEFHEBE:
Property, plant and equipment M HBERZE 1,140 85,750
Publishing library R 26 75 & KB - 19,945
Interest in unconsolidated subsidiaries KA 4RA M B A FIfERE - -
Interest in associates Bt ARl Em - -
Investments in securities BEHERE - -
Other assets Hih&E - 535
Intangible assets mEEE - 6,947
Inventories e~ 44,549 1,918
Trade and other receivables JiE I BR 3k Ko EL Ath g Uk 3k 18 21,246 75,795
Amounts due from related companies  F& Y B85 1 &) ;E - 12
Amounts due from associates JE L B & X R FRIB - 190
Pledged bank deposits EEAERITHER 25,220 -
Bank balances and cash BRITEERIES® 2,749 14,049
Trade and other payables JRE A5F BR 5K B HL Ath 8 {5 R IR (35,347) (73,769)
Tax payable JE B IE - (3,191)

Amount due to immediate holding JEN B EER A RIRIE

company (332,004) (891,855)
Amounts due to related companies JE 1) R 38 A R R - (12)

Amounts due to minority shareholders & KB 2 7] L Ei%
of subsidiaries FIA - (2,225)
Minority interests DB R A - 2,225
Obligations under finance leases MEMNER - (385)
Bank borrowings RITIE (64,200) (46,968)
Bank overdraft RITE X - (1,345)
(336,647) (812,384)
Translation reserve realised SPIMEHEE - (1,263)
Gain on disposal HEREE 2 W 10,083 1,202
(326,564) (812,445)
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DISPOSAL OF SUBSIDIARIES (CONTINUED) 33. HEWEAXT (&)
2004 2003
—EENE 2 —ZE=F
HK$'000 HK$'000
TER FET
Satisfied by: FENDIEE
Cash b 5,440 79,410
Debt assignment BEBES (332,004) (891,855)
(326,564) 812,445
Net cash inflow arising on disposal: HEMEA RS :
Cash consideration received BHRBREKE 5,440 79,410
Bank balances and cash disposed of EHECZRITEBR LR S (2,749) (14,049)
Bank overdraft disposed of EHEZRITESX - 1,345
2,691 66,706
The subsidiaries disposed of during the year RERHEZHBARYHAERZ &
contributed approximately HK$42,824,000 (2003: ¥BEERY 542,824,000 (=ZF
HK$192,405,000) to the Group's turnover, and a T = 4 :192,405,000% 7T ) * M (b A
profit of approximately HK$6,353,000 (2003: a loss FEASERFN (BB ORAEF
of HK$14,744,000) to the Group's profit (loss) for 6,353,000 T =F:F#E
the year. 14,744,0007% 7T ) °
MAJOR NON-CASH TRANSACTIONS 34. FEFRERS
During the year, the Group entered into finance lease FR AEEVZERBYE #es
arrangements in respect of property, plant and M MERNTEE ERET LM
equipment with a total capital value at the inception A5 2 #E R{E 4 A37,183,0008 7T
of the leases amounted to HK$37,183,000 (2003: —ZEZE =4:600,000/7T) °

HK$600,000).

—rEmaa s REERMERERAT J
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35.

36.

OPERATING LEASE ARRANGEMENTS 8.

The Group as lessee

At the balance sheet date, the Group had entered
into certain non-cancellable operating leases in
respect of rented premises. The future minimum lease
payments committed by the Group in respect of the

leases fall due as follows:

RERORH

AEBBEBEA

REEB ARBEFTYETHERM
EMEZAAIBEHRER G -AEE
Pz EFEAMAR B RAE N RE
Hef HeXMNHOT:

THE GROUP
rEH
2004 2003
—BEONFE 2 _—_TE=F
HK$'000 HK$'000
TER FHET
Within one year —FR 3,022 6,578
In the second to fifth year inclusive FE_EZEFRF
(BREEREMEEN) 1,431 5,056
4,453 11,634

Leases are negotiated for a term ranged from 2 to 3

years.

The Company had no significant operating lease

commitments at the balance sheet date.

BERCHOFHNIFRE=5F"-

ARAPREEB U EEREALEH
MR-

CAPITAL COMMITMENTS 36. EAREIE
THE GROUP
rEE
2004 2003
—EENME _—TT=F
HK$’000 HK$°000
THET FET
Capital expenditure contracted for EETH ERNMERE
but not provided in the financial RYEL B AR X B HE
statements in respect of: ZIEH
— acquisition of properties under —BABKARZ
development in Malaysia (Note) BRPME (HT) - 105,281
— acquisition of property, plant and —BAME KRR
equipment B 1,176 1,334
1,176 106,615
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CAPITAL COMMITMENTS (CONTINUED)

Note: After disposal of the Hamlet Profits Group, then was no

capital commitment for the acquisition of properties under

development in Malaysia at 31st March, 2004.

The Company had no significant capital commitments
at the balance sheet date.

OTHER COMMITMENTS

At 31st March, 2003, the Group had entered into
certain licensing arrangements. The future minimum
licensing payments committed by the Group in respect
of the arrangement are as follows:

36.

37.

EAREE (&)

Kiat: R_TETWF=A=+—H BHLE
Hamlet Profits Group 2 & BEBAH
PG 2B R Y EE A A

RRRNEE B I EEAERE A&

= ©

H & e
WN_EE=F=-ZRA=+—H A&EH
AVETHEEALHE -AEBRZE
ZHMBR BB AES N2 &ZERS
AR

THE GROUP
rEEH
2004 2003
—BRENFE 2 —ZTE=
HK$'000 HK$°000
FERT FAT
Within one year —F R - 3,560
In the second to fifth year inclusive F_EFRF

(BEEEMFEA) - 5,992
- 9,552

At 31st March, 2003, the Group had entered into an

agreement in relation to the research and
development of a new product. The contract sum
committed by the Group, net of the deposit paid,
was approximately HK$10,687,000 and would fall
due within one year. During the year ended 31st
March, 2004, the Group terminated part of the
agreement due to unsatisfactory services rendered
by the vendor. Accordingly, no commitment in respect
of that research and development was outstanding

at 31st March, 2004.

MN-ZET=F=ZF=+—H KA&EH
E—ERAERRAEFESMILZ
@ AEEARLBZANRENRE
S 2% &%4%510,687,000% T
AR—FAXZN - RBE-TTNF
“A=+—BHLFE AHEBZR
BRLARE NEEC KIS W
B R_TTNF=A=+—8H
PR REE 2 B A

SmEmEs R ERRERERA T
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37.

38.

39.

OTHER COMMITMENTS (CONTINUED)

The Company had no significant other commitments
at the balance sheet date.

CONTINGENT LIABILITIES
THE GROUP

The Group had no significant contingent liabilities at
the balance sheet date.

THE COMPANY

The Company has provided a guarantee to banks in
respect of credit facilities of finance leases granted
to a subsidiary amounting to approximately
HK$664,000 (2003: HK$420,000). The amount of the
credit facilities utilized as at 31st March, 2004
amounting to approximately HK$469,000 (2003:
HK$346,000).

In addition, at 31st March, 2004, the Company
provided an unlimited guarantee to a bank in respect
of credit facilities granted to a subsidiary. The amount
utilized by that subsidiary at 31st March, 2004 was
approximately HK$80,744,000 (2003: HK$3,859,000).

PLEDGE OF ASSETS

At the balance sheet date, certain borrowings of the
Group were secured by the bank deposits of
approximately HK$600,000 (2003: HK$600,000). In
2003, certain borrowings of the Group were also
secured by property, plant and equipment with
carrying value of HK$135,000.

J Matsunichi Communication Holdings Limited Annual Report 2004

37.

38.

392

ARRRNAEE B I EAEATERHE &

FREE
N
REBRE

F o

BRYEEIMAEARARE

AT

ARR HET —HMBRARIZEE
MEMMMMBPBITELHER BEHR
664,000/ 7T (= F Z = £ : 420,000
/ETE) nggmﬁ:ﬂ_‘f’*a’
ZHMBRAREHACBEBARBLOHR
469,000/ 7T (== T = 5 : 346,000
HIT) °

VA ZEENMF=ZA=+—H 'K
AR —HM B AR ERE ZEEM
M —ERITIEL —BERER N
TENFE=ZA=+—H ZHNBQAA
BB 2 B B FREE L) 80,744,000/
T (ZZTZE=4:3,859,0008T) °

EEEH

REER AKB 2B TEENRTT
17 # #1600,0008 T (Z T = F:
600,000 7T) {EEF - Z T T =F K
SECETHEENUNEAREA
135,000 T 2 W % 5 R & @ 1E
o



40.

Notes to the Financial Statements

Bt % & K &=

For the year ended 31st March, 2004 &= = FEE/ME=F =+ —HILFZF

RETIREMENT BENEFIT SCHEMES 40. BAKRBEF S
Retirement benefits scheme contributions B IR E R
2004 2003
—EENE T =F
HK$'000 HK$'000
FHB T FETT
Retirement benefits scheme HAREE 2 R EHRE 2
contributions to the Group's 2 R IRE R E B 5K
defined contribution scheme 795 4,068
Less: Forfeited contributions R R Uk R - (23)
795 4,045
Contributions to mandatory provident %38 &l 14 A& & 5+ 2
fund scheme (“MPF Scheme") ([T Ell)
2 R 193 2,347
Contributions to PRC state-managed HEREERKREF
retirement benefit scheme T2 2 5 212 42
Amount charged to income statement B RING 2 58 1,200 6,434

The Group participates in both a defined contribution
scheme which is registered under the Occupational
Retirement Scheme Ordinance (the “ORSO Scheme)
and the MPF Scheme established under the
Mandatory Provident Fund Ordinance in December
2000. The assets of the schemes are held separately
from those of the Group, in funds under the control
of independent trustees. Employees who were
members of the ORSO Scheme prior to the
establishment of the MPF Scheme were offered a
choice of staying within the ORSO Scheme or
switching to the MPF Scheme, whereas all new
employees joining the Group on or after 1st
December, 2000 are required to join the MPF Scheme.

7N £2 B ) B 22 B AR 4 BB 2R AR KR T &1 i
BIFEM 2 FE # a8 (TR RIK
AED) MR -ZFTEFE T - ARE
Rl AEERFBIRPIRL 2 BESR
Bl EHECEERASEZE
ENREE YAESHEAFALRR
HBZEEAER ARBRE D2
RIUABHEEARFEKEZETY
AERREERERRAGTEARE M
2MBEEEAEMER_FTTTF+
— R BEAEIMAREE 2 A #
BTHYESMRETE-

—EEns T RAERERERAR @r
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40.

41.

42.

RETIREMENT BENEFIT SCHEMES
(CONTINUED)

Retirement benefits scheme contributions
(Continued)

The retirement benefit cost charged to the income
statement represents contributions payable to the
funds by the Group at rates specified in the rules of
the schemes. Where there are employees who leave
the ORSO Scheme prior to vesting fully in the
contributions, the amount of forfeited contributions
under the ORSO Scheme is used to reduce the
contributions payable by the Group under the ORSO
Scheme.

At the balance sheet date, there were no forfeited
contributions which arose upon employees leaving
the ORSO Scheme and which are available to reduce
the contributions payable in the future years.

POST BALANCE SHEET EVENT

Subsequent to 31st March, 2004, the Group entered
into a sale and purchase agreement and a letter of
intention with outsiders to dispose machinery with
carrying value of HK$38,378,000.

RELATED PARTY TRANSACTIONS

During the year, the Group had the following
transactions with related parties:

(a) On 31st July, 2003, the Group entered into a
purchase agreement with Matsunichi
Communications (Hong Kong) Limited, a
company which is wholly and beneficially
owned by Mr. Pan Su Tong, a director of the
Company, to acquire the entire equity interests
in Best Concord Limited and its subsidiary (“the
Best Concord Group”), which beneficially owns
the land and building situated in Shenzhen,
the PRC, with carrying value of HK$78,000,000
at a consideration of HK$78,000,000.
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42. RELATED PARTY TRANSACTIONS 42. BEAETXRZ (&)

(CONTINUED)

(b)  On 9th December, 2002, the Group entered (b) RZZEZEZF+=ZAAAB XK
into two deeds with Matsunichi International SESREMNBEREEAFR
Holdings Limited, and with BRI B EEAE NEERRNEBARER S
PR A & (Guangdong Matsunichi Electronics BERAFRERDBBARK
Limited) and BRI B BB RGO BR A A B AERRDGR (FKB T
(Guangdong Matsunichi Communications 1) FIMERZL - KRAFZ
Technology Company Limited) (collectively the ESEHBAERLANRIE
“Licensors”), respectively. Mr. Pan Su Tong, a BERER -BBZERN
director of the Company, has controlling R RASEE L IEBRET
interests in these companies. Pursuant to the ¥ R B 2 MP3FE B & 2K
deeds, the Licensors granted to the Group non- BEE2EmAKAIRBIXN
exclusive licences to use the trade marks of BB EAEERARETE
“Matsunichi” on and in relation to MP3 players BT BH_ZETE=F+—H—
and digital audio products at a licence fee of Bzt AH=F -RBE_Z
HK$1 per annum each, for a term of 3 years ENF=A=+—HBILFE"
from 1st November, 2003. During the year rEBENETEER2B T
ended 31st March, 2004, the licence fee paid
by the Group amounted to HK$2.

43. PARTICULARS OF PRINCIPAL SUBSIDIARIES 43. X EMBR AR

ARRIZEEMBARN -_ZTTNF
ZSA=t—BZHFBWT:

Particulars of the Company’s principal subsidiaries as
at 31st March, 2004 are as follows:

Nominal value of

issued ordinary

Place of share capital/
incorporation/ registered and

registration/ fully paid capital

Proportion of

equity interests

operation 2 %17 held by the Company
Name of subsidiary TEmARL EERAEE/ RARER Principal activities
WELARER EEHH 1 R R IR A REBDL TEEHK
Directly Indirectly
E# 8 &
Best Concord Limited British Virgins US$1 100% - Investment holding
Islands/ (E REEK
Hong Kong
RERZEE/
B

—EEns T RAERERERAR J
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Bt %% W OE MR

For the year ended 31st March, 2004 &% = FEZE/F=H =+ —HILFZ

43. PARTICULARS OF PRINCIPAL SUBSIDIARIES 43. X EME R AFE (&)

(CONTINUED)

Place of

incorporation/

registration/

Nominal value of
issued ordinary
share capital/
registered and

fully paid capital

Proportion of

equity interests

operation B %17 held by the Company
Name of subsidiary TR EERAEE/ NGRS ) Principal activities
MEARARE EEMHY RS RA REBDL TEEH
Directly Indirectly
EE %
Gainet Asia Limited Hong Kong HK$2 100% - Money lending
EmeMERA A &R 2B EX
Matsunichi Digital PRC* HK$59,600,000 100% - Manufacturing and trading of
Technology H B 59,600,000/% TT digital consumer products
(Shenzhen) Co., Ltd. NEREEYBEEER
MBEERIERAA
Matsunichi Hi-Tech Hong Kong HK$100 100% - Trading of digital consumer
Limited B 100 7T products
RASHARAR BEEYBHEEM
Matsunichi Information PRC* HK$50,000,000 - 100%  Manufacturing and trading of
Technology F ]+ 50,000,000/ T digital consumer products
(Shenzhen) Co., Ltd. AEREEHEEEER
mEEERKR (R
ARRT
Matsunichi Technology PRC* RMB59,945,220 100% - Manufacturing and trading of
(Dalian) Co., Ltd. B+ AR #59,945,2207T digital consumer products
MBE R (KE) HERBERBHEEM
BRRAA
Matsunichi Media Agency  Hong Kong HK$100 100% - Provision of agency service
Limited &R 100/ 7T RERBRS
MBERERAA
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Bt % & K &=

For the year ended 31st March, 2004 &= = FEE/ME=F =+ —HILFZF

43. PARTICULARS OF PRINCIPAL SUBSIDIARIES
(CONTINUED)

Nominal value of

issued ordinary

Place of share capital/
incorporation/ registered and

registration/ fully paid capital

operation =5 £0)

Name of subsidiary TR EERAEE/
WEAREHRE EEMY TMEHERA
Matsunichi (Shenzhen) PRC* HK$9,120,000
R&D Centre Co., Ltd. F B+ 9,120,000/ &

AR A E R (RI)
BRAR

These companies were established in the PRC in the form

of wholly foreign-owned enterprise.

None of the subsidiaries had any debt securities
subsisting at 31st March, 2004 or at any time
during the year.

The above table lists the subsidiaries of the
Company which, in the opinion of the
directors, principally affected the results of the
year or formed a substantial portion of the
assets of the Group. To give details of other
subsidiaries would, in the opinion or the
directors, result in particulars of excessive
length.

43. FENBEQAFE (&)

Proportion of
equity interests
held by the Company

NG B =] Principal activities
REFDL FTEXK
Directly Indirectly
E#E 8 &
100% - Manufacturing and trading of

digital consumer products

REREBEHBHEEEM

* ZERRNIINEBELERAEFE
o

3

(a9 R-ZETEWME=ZA=+—H=
FREMER SHMHBAFL
EAMKREEZEEER

by KEFZER ERIBAR
AZMBRARIRIEREARE
BAFEEERRIEAREE
ENELEZRF -EFRR
FIHEMHB AR ZHBEE<
RIEBRITR -

SmEmEs R ERRERERA T



