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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, 2005
are set out in note 37.

POTENTIAL IMPACT ARISING FROM THE
RECENTLY ISSUED ACCOUNTING
STANDARDS

The Hong Kong Institute of Certified Public Accountants
("HKICPA™) issued a number of new or revised Hong Kong
Accounting Standards (“HKASs") and Hong Kong Financial
Reporting Standards (“HKFRSs"”) which together with the
Statements of Standard Accounting Practice and
Interpretations issued by the HKICPA are collectively
referred to as HKFRSs. The HKFRSs and HKASs are effective
for accounting periods beginning on or after 1st January,
2005 except for HKFRS 3 “Business Combination”. The
Group has not early adopted these new HKFRSs in the
financial statements for the year ended 31st March 2005.

HKFRS 3 is applicable to business combinations for which
the agreement date is on or after 1st January, 2005. The
Group has not entered into any business combination for
which the agreement date is on or after 1st January,
2005. Therefore HKFRS 3 did not have any impact on the
Group for the year ended 31st March, 2005.

The Group has commenced an assessment of the impact
of other new and revised HKFRSs but is not yet in a
position to state whether such HKFRSs would have a
significant impact on the Group’s results of operations
and financial position for the accounting year beginning
on 1st April, 2005.

gl
ARRA—RAEBBEMALZERA
ACHEHBRNEBABER AR AR
([T ) E AR R Z ARERA
7] & Jade Forest Limited ( [Jade
Forest |) " HA—HMERBREZHSE
MLz BRAF-

ARRR—MRARRAR KX EH
BARAR-ETRF=A=t—BAz%
RN BT BRI 337 -

muAMZ B ERMELE
ZEBHERE

BERMAG ([BAGMAE])
MM Z R R] LB AT B st R
REBMBRELER ([EERBHRE
ZR|]) BEREFENRBERBRE
EAERBB GG AEM 2S5
EREANRERBA [ EAYHRE
Q| -BRBEVHHRESEAEIR X
BEII BEHBRESENREE
G EAR_ZEERF-—A—Hoz’
Fta 2 @5t B A - NE B BN E
E_TTRE=R=+—HIEFEZH
BB ERFRAZSTHNE M B REE
Al

BRI HREEREIFBERARB=E A
HAE_TTRF A HAZKZER
B AREBYEITVIHZARAR-F
TRF AR 2R ZEMEHE
Ho-BEt- REBE_TTRF=A=+—
BIEFE BEMBRELEREIRY
AEBEYEEKERTE

ARE B E R AHEE AR MR IER]
FREMBREERNZFE HEKEK
EREXSEEVGREENREEY
AEER_TERFHNA-BRBZE
AFEEZRERE RV BIRUEREX

B 488
A



For the year ended 31st March, 2005 #HEZE=ZZTTRAF=A=+—HIEFE

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.

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.

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.

Trade marks

Trade marks are measured initially at cost less accumulated
amortisation and any recognised impairment loss. The cost
of trade marks is amortised on a straight-line basis over
their estimated useful lives.
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For the year ended 31st March, 2005 #HZ_-_ZZRF=A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Property, plant and equipment

Property, plant and equipment are stated at cost less

depreciation and amortisation, and any impairment losses.

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

10% - 20%

Over the estimated useful life

Plant and machinery

Leasehold improvements
of 5 years or the
unexpired term of the
relevant lease, whichever
is shorter

Furniture, fixtures 20% - 33, %

and 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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For the year ended 31st March, 2005 #HEZE=ZZTTRAF=A=+—HIEFE

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.

Club debentures
Club debentures are stated at cost less any identified

impairment losses.

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 is 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.
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For the year ended 31st March, 2005 #HZ_-_ZZRF=A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Research and development expenditure

Expenditure on research activities is recognised as an

expense in the period in which it is incurred.

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.
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For the year ended 31st March, 2005 #HEZE=ZZTTRAF=A=+—HIEFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Taxation

Income tax expense represents the sum of the tax currently

payable and deferred taxation.

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 amounts
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 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, 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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For the year ended 31st March, 2005 #HZ_-_ZZRF=A=+—HILFE

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.

Royalty income is recognised on a straight line basis over

the terms of the relevant contracts.

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 foreign currencies are initially recorded at
the rates of exchange ruling on the dates of the
transactions. Monetary assets and liabilities denominated
in foreign currencies 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.
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For the year ended 31st March, 2005 #HEZE=ZZTTRAF=A=+—HIEFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Foreign currencies (continued)

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 pension schemes and the mandatory
provident fund scheme are charged as an expense as
they fall due.

SEGMENT INFORMATION

The Group currently has one business segment of
development and sale of digital consumer products. In
prior year, the Group was also involved in the apparel
trading operations which was discontinued since 26th
September, 2003, the date on which the Group disposed
the entire equity interests in Hamlet Profits Limited and
its subsidiaries. The directors considered that the
geographical segments by market, irrespective of the
origin of the goods/services, is the primary segment.
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For the year ended 31st March, 2005 #HZ_-_ZZRF=A=+—HILFE

4,

SEGMENT INFORMATION (CONTINUED) 4. SHEHEH (&)
Primary reporting segment - geographical segments TERETE-HESE
For the year ended 31st March, 2005 BE-_ZZRF=A=+—HLEE
Other
regions
Europe USA  Hong Kong in the PRC Others  Eliminations Consolidated
Bl Ed B PEHARE -0 i &a
HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000
THER THER TER TER TET TET THER
Turnover 3 4]
External sales HHEE 121,319 773,394 108,695 638,728 61,616 - 1,703,752
Inter-segment sales SERHHE - - 23,827 30,12 - (53,949) -
Total g% 121,319 173,394 132,522 668,850 61,616 (53,949) 1,703,752
Segment results PEEE 9,869 112,507 17,845 85,723 9,297 - 235,241
Interest income HMEMA 2,368
Unallocated corporate expenses EPEAARER (5,870)
Profit from operations BEET 231,739
Finance costs HHER (11,112)
Profit before taxation BHAET 220,627
Taxation ME (18,888)
Net profit for the year EEETEE 201,739



For the year ended 31st March, 2005 #HZ_-_ZZRF=A=+—HILFE

SEGMENT INFORMATION (CONTINUED) 4. SEEH (&)
Primary reporting segment - geographical segments FTERETHE-BESE (&)
(continued)
As at 31st March, 2005 R=ZEZ2RF=ZA=+—-H
Other
regions
Europe USA  Hong Kong in the PRC Others  Eliminations Consolidated
B EL B HEHARE 2 i &a
HKS$'000 HK$'000 HKS'000 HKS'000 HKS$'000 HKS$'000 HKS$'000
THr TR TR TR TE7r TH7r THr
Assets BE
Seqment assets ARAE 77,440 121,719 218962 1,146,234 71,567 - 1,641,922
Unallocated corporate assets AARAFAEE 230,250
Consolidated total assets GRBAE 1812172
Liabilities Bf
Seqment liabilities HEER 341 - 49,979 281,414 12 - 332,446
Unallocated corporate AARAABE
liabilities 351,104
Consolidated total liabilities GRBER 683,550
Other information AtER
Additions to property, BEnZ #3
plant and equipment k& - - 2,909 42,476 168 - 45,553
Depreciation and MERKH
amortisation - - 2,987 19,738 158 - 22,883
Loss on disposal HENE
of property, plant BERGE
and equipment BB - - - 885 - - 885
Allowance for bad RERARE
and doubtful debts 7,780 - - 25,096 - - 32,876
Allowance for FERE
inventories - - 2,232 9,631 - - 11,863
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Matsunichi Communication Holdings Limited

For the year ended 31st March, 2005 #HZ_-_ZZRF=A=+—HILFE

4. SEGMENT INFORMATION (CONTINUED)

Primary reporting segment - geographical segments

(continued)

For the year ended 31st March, 2004

SEEH (&)

FERETHE-RESE (B

BE-—ZEZENE=A=1+—HLEE

Other
regions
USA Hong Kong in the PRC Others  Eliminations ~ Consolidated
i
EL 3 Hiih At iis A
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TAT TAT TET FERT
Turnover BEH
External sales HMEE
- Continuing operations -REXK 228,970 12,963 328,127 175 - 570,235
- Discontinued operations —RIEEK - 23,935 18,889 - - 42,824
Total B 228,970 36,898 347,016 175 - 613,059
Segment results PREE
- Continuing operations -REER 31,256 1,770 44,792 24 - 77,842
- Discontinued operations —BRIEEK = (1,544) (1,219) = = (2,763)
31,256 226 43,573 24 - 75,079
Interest income MEKA 859
Unallocated corporate FPRAARY
expenses (3,418)
Profit from operations g7 72,520
Finance costs BEBER (3.872)
Gain on disposal of HERIEER
discontinued operations MEE %R - 5,636 4,447 - = 10,083
Profit before taxation bR AT A 78,731
Taxation HIE (7,653)

Net profit for the year REREFRT

71,078



For the year ended 31st March, 2005 #HZ_-_ZZRF=A=+—HILFE

SEGMENT INFORMATION (CONTINUED)

Primary reporting segment - geographical segments

(continued)

As at 31st March, 2004

4. SHEEH (&)
TERESE-HESE (&)

R-ZEZNF=A=+—H

Opher
regions
USA Hong Kong in the PRC Others  Eliminations ~ Consolidated
e A% PEEMBE Eft it 5E
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET FET TAT TAT TAT TET
Assets BE
Segment assets PREE 78,742 153,951 545,930 1,923 - 780,546
Unallocated RPEAREE
corporate assets 690
Consolidated GRBEE
total assets 781,236
Liabilities B8
Segment liabilities PEAR - 51,426 28,725 412 = 80,563
Unallocated corporate FPBRARERE
liabilities 124,095
Consolidated total REBER
liabilities 204,658
Other information Hir g R
Additions to property, N
plant and equipment CEYET
- Continuing operations -REXH - 5,221 180,355 841 - 186,417
- Discontinued operations —BIEEK = 722 = = = 722
Depreciation and NEREH
amortisation
- Continuing operations -REEH - 1,495 7,336 49 - 8,880
- Discontinued operations —BRIEEHK - 492 - - - 492
Loss on disposal HEME
of property, plant CEYET
and equipment ZE# - 57 = = - 57
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Matsunichi Communication Holdings Limited

For the year ended 31st March, 2005 #HZ_-_ZZRF=A=+—HILFE

4,

SEGMENT INFORMATION (CONTINUED)

Secondary reporting segment — business segments

An analysis of the Group’s turnover by business segments

nEER (8)
RERENE-EHHE

AEBEEXBREBIBED 2O

is as follows: R
2005 2004
—2FnF —TTOF
HK$’000 HK$'000
TR FHT
Turnover: R
Continuing operations FEER
Development and sale of HIEEBEM
digital consumer products e RIEE 1,703,752 570,235
Discontinued operations HRIEERK
Apparel trading KEE 5 - 42,824
1,703,752 613,059

At 31st March, 2005 and 2004, the Group has only one
business segment of development and sale of digital
consumer products and therefore no analysis of segment
assets and liabilities is presented.

OTHER OPERATING INCOME

Other operating income for the year includes the

following:

R-BZBRAFR-_TBTNF=A=+—
B-AKEEE -—HEABHEEMME
NMHEXRK AUHAIBEEZRIBEER
BEZAM

HiEZ WA
EPZH SR RABIEA TS E:

2005 2004

—EERE —ZTTNAF

HK$'000 HK$'000

TER FAET

Interest received on bank deposits R 7717 X U ER 2 A & 2,368 859
Royalty income hR 4 UL A - 663




6.

PROFIT FROM OPERATIONS

For the year ended 31st March, 2005 #HEZE=ZZTTRAF=A=+—HIEFE

6. HEEEF

2005 2004
—EERFE —_TEMHF
HK$'000 HK$'000

FTER FHIT

Profit from operations has been BERMEMKELATEIE -

arrived at after charging:
Allowance for bad and doubtful REREE (M)

debts (note) 32,876 -
Allowance for inventories (note) FEREE (M) 11,863 =
Amortisation of trade marks (note) 712 # 8 (K} 5%) 2,870 =
Auditors’ remuneration % A0 B & 1,800 1,042
Depreciation and amortisation of ME - BERFEZ

property, plant and equipment e REH 22,883 9,372
Loss on disposal of property, EEME - BRRH

plant and equipment el 885 57
Operating lease rentals in HEMEZRERNES

respects of rented premises 8,735 7,166
Research and development Bt B B AR (BT E) 9,360 127

costs (note)
Royalty expenses IREE X H 429 2,949
Staff costs, including BEIXRA r BIEEEME

directors’ emoluments 38,154 28,443
and after crediting: YEFAUT—E :
Foreign exchange gain HME W 25 106 761

Note: Amount included in administrative expenses.

Mie: BERTEMAXZHKE-

v [

# = H

o B MW =

N

=

47



Matsunichi Communication Holdings Limited

For the year ended 31st March, 2005 #HZ_-_ZZRF=A=+—HILFE

7. DIRECTORS’ AND HIGHEST PAID 7. EEERmaHESHNE
EMPLOYEES' EMOLUMENTS
2005 2004
—EERE —_TETNMF
HK$’000 HK$'000
FERT FET
Fees to independent XA TR IERAT
non-executive directors EEzHEe 573 200
Emoluments to executive directors; Xt FHITEE 2 B4 -
Fees e - -
Salaries and other benefits e kHMmEF 8,853 2,640
Retirement benefit RUKE FIFH 83X
scheme contributions 3 -
8,856 2,640
9,429 2,840
Emoluments of the directors were within the following EEMe2BELOT:

bands:

Number of directors

EEAY
2005 2004
—EERE —_ZTTNF
Nil — HK$ 1,000,000 38 7T £ 1,000,00058 7T 7
HK$1,000,001 — HK$1,500,000 1,000,001 7T %= 1,500,00078 7T -
HK$7,000,001 — HK$7,500,000 7,000,001 7T & 7,500,0005% 7T 1 =
8 5




For the year ended 31st March, 2005 #HEZE=ZZTTRAF=A=+—HIEFE

DIRECTORS’ AND HIGHEST PAID 7. ESRREFHEESNE (&)
EMPLOYEES' EMOLUMENTS
(CONTINUED)
Details of emoluments paid by the Group to the five AEBESINTFTRUGESHES (BEE
highest paid individuals (including directors, details of F-EMeFBIERTX) 2MeF1E
whose emoluments are set out above) are as follows: AR :

2005 2004

—EREE - TEMF
HK$’000 HK$'000

FHET FHE T
Salaries and other benefits e hEMET 11,425 4,818
Retirement benefit RRAE GBI 3R
scheme contributions 20 12
11,445 4,830
Emoluments of the five highest paid individuals were i smEEENE 2BELNT:

within the following bands:

Number of individuals
BEAH
2005 2004
—EERFE —_ZEWMHF

Nil - HK$1,000,000 =% 7L 21,000,000 7T 1 3
HK$1,000,001 — HK$1,500,000 1,000,001 7T = 1,500,000/ 7T 3 2
HK$7,000,001 — HK$7,500,000  7,000,001% 7T £ 7,500,000/ 7T 1 -
Number of directors BEFEAH 4 2
Number of employees BEAH 1 3
During the year, no emoluments were paid by the Group FRNAEEYENME TESEKA
to the directors or the five highest paid individuals as an e E B EAIAZNE Bk ko)
inducement to join or upon joining the Group or as MAREE 2 RS IELBRB 2 BEE-
compensation for loss of office. None of the directors FAIVEE FRENE E RE (T A B
has waived or agreed to waive any emoluments during %o

the year.

v [
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8.

FINANCE COSTS 8. HMBEMR
2005 2004
—ETHFE —TTWNF
HK$’'000 HK$'000
FTER FHET
Interest on: THEEZHE :
Bank borrowings wholly ARAFANEBHRERZ
repayable within five years RITEK (9,502) (3,431)
Other borrowings wholly ARAFANEBHERZ
repayable within five years H i 18 5K (410) (240)
Finance leases R E 4 (1,200) (201)
(11,112) (3,872)
TAXATION 9. HIA
2005 2004
—EEHRFE —ZTITNF
HK$'000 HK$'000
FTER FHIT
The charge comprises: BMEXHeE -
The Company and subsidiaries: A2 7 &K EAF
Hong Kong: BE
— Current year —KEE (8,252) (7,362)
— Underprovision in prior years —LNEFERETR (144) (110)
PRC Enterprise Income Tax B 1 PTAS AR (10,673) =
(19,069) (7,472)
Deferred taxation credit (charge) ZANEEELFHER R (L)
for the year (see note 27) (R MIzE27) 181 (181)
(18,888) (7,653)




TAXATION (CONTINUED)

Hong Kong Profits Tax is calculated at 17.5% (2004:
17.5%) of the estimated assessable profit for the year.
Taxation arising in other countries or other regions in the
PRC is calculated at the rates prevailing in the relevant
jurisdiction. Pursuant to relevant laws and regulations in
the PRC, certain subsidiaries of the Group are entitled to

exemption from Enterprise Income Tax under certain tax

holidays and concessions.

The taxation charge for the year can be reconciled to the

profit before taxation per the consolidated income

statement as follows:

For the year ended 31st March, 2005 #HEZE=ZZTTRAF=A=+—HIEFE

9. PilE(48)
EB 1S

SR BEAREE 2 b ERT
wAIZ17.5% (ZEZEMFE:17.5%) 2
&t
ﬁlﬁ)ﬂﬁﬁﬁfﬁﬁii%lﬁﬁﬂ%ﬁﬁziﬁﬁﬁ
KB ARIE T BB B A G RIER A&
ErETHEBEARBREE TREHR
TR ER AN TS R

b B 2R 3l B HL b 3 [ 2

AREFRIAX H EERA W RTIIZ R
T A g F S BR a0

2005 2004
—EEREFE —ZTTMF
HK$’'000 HK$'000
FTET FHET
Profit before taxation i A F 220,627 78,731
Tax charge at the domestic R E17.5%
income tax rate of 17.5% ZZETWEF  17.5%) 71 &
(2004: 17.5%) 2 BIEX H (38,610) (13,778)
Tax effect of income not taxable  JEFR B U A 2 TR 75 72 &
for tax purpose 146 1,765
Tax effect of expenses not TAHMB I BB E o1
deductible for tax purpose (950) (575) B
Tax effect of tax losses AERTEBEE NBETE m
not recognised (2,690) (2,055) Tl
Utilisation of tax losses CREMABRZBIEEE
previously not recognised - 100 .
Effect of tax exemptions granted HEMER AR EH Bz ¥ E =
to the PRC subsidiaries 23,295 7,000 .
Effect of different tax rate FE—HRERRBETR 2
of a subsidiary in the PRC 65 - .
Underprovision in prior years NEFERETR (144) (110) >
al|
Taxation charge for the year AEERAXH (18,888) (7,653)
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10. DIVIDENDS 10. IRE
2005 2004
—ETERFE —TTWNF
HK$'000 HK$'000
FERT FET
Proposed final dividend of HK1.5 cents K AR HBAR B B 1.5
(2004: nil) per share (T NF : &) 10,036 =

11.

The final dividend of HK1.5 cents per share has been
proposed by the directors of the Company and is subject
to approval by the shareholders in the forthcoming annual

general meeting.

EARNINGS PER SHARE

11.

The calculation of the basic and diluted earnings per share

is based on the following data:

ARAEEZRRERPBEERS
Bl FRZEANEERRBEFRE
LESRR A

Bz 2 7l

BREARAREFRNIRE T INER G

b

=
>t

2005 2004
—EBERE —TTNE
HK$'000 HK$'000
FTER FHET
Earnings 2R
Profit for the purpose HRAEERERNREFT R 2
of basic and diluted profit BF (NFEF5FFH)
per share (net profit for the year) 201,739 71,078
2005 2004
—EE2REE —TTMEF
Number of  Number of
shares shares
g 4= iz 1n &k B
Number of shares KB E A
Weighted average number of A EEBRERRNZ
ordinary shares for the purpose AR INAE T &
of basic earnings per share 532,037,503 337,061,107
Effect of dilutive potential BEBRELTRR I FE
ordinary shares
— Share options — R 14,183,598 700,701
Weighted average number of R EEREERAN 2
ordinary shares for the purpose T AR N T B
of diluted earnings per share 546,221,101 337,761,808




12.

For the year ended 31st March, 2005 #HEZE=ZZTTRAF=A=+—HIEFE

PROPERTY, PLANT AND EQUIPMENT

12. P14 28 Rk

Furniture,
Leasehold Plant fixtures
land and and Leasehold and
buildings ~ machinery improvements  equipment Motor
HELH BER HENE BA vehicles Total
RET R BB EBREM RE ag
HK$'000 HK$'000 HK$'000 HKS$'000 HKS$'000 HK$'000
TEL TET TATL TATL THTL TET
THE GROUP 5@
AT COST KA
At 1st April, 2004 RZZENF
mA—H 78,000 155,627 4,419 4,169 4,702 246,917
Additions 2 36,981 6,590 = 1,210 772 45,553
Disposals HE - - (525) - (1,702) (2,227)
At 31st March, 2005 R-_ZEHEF
=A=+-8 114,981 162,217 3,894 5,379 3,772 290,243
DEPRECIATION AND REREH
AMORTISATION
At 1st April, 2004 RZZETME
mA—H - 8,009 1,244 825 567 10,645
Provided for the year rEERE 1,890 17,055 1,551 1,586 801 22,883
Eliminated on disposals HEREH - - - - (247) (247)
At 31st March, 2005 R-ZEREF
=A=+-8 1,890 25,064 2,795 2,411 1,121 33,281
NET BOOK VALUES EEFE
At 31st March, 2005 R-_ZTHE
=A=t-H 113,091 137,153 1,099 2,968 2,651 256,962
At 31st March, 2004 i
=A=+-8 78,000 147,618 3,175 3,344 4135 236,272
Note: On 31st July, 2003, the Group entered into a purchase Wi RZTZE=F+tA=1+—H ~KH

agreement to acquire the entire equity interests in Best
Concord Group Limited, which beneficially owned the
land and plant construction situated at Shenzhen, the
PRC, from Matsunichi Communications (Hong Kong)
Limited, a company which was wholly and beneficially
owned by Mr. Pan Su Tong (“Mr. Pan"”), a substantial
shareholder and a director of the Company, at a
consideration of HK$78,000,000, which is included in
the land and buildings. The remaining balance payable
outstanding as at 31st March, 2005 of HK$11,700,000
has been included in the amount due to a related
company in the current liabilities (see note 21) 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. Such registration of the title had

not yet been completed as at 31st March, 2005.

I —BEEHE RNRBEM(F
) B MR A A Y EEBest Concord
Group Limitedz 2 P& #E 1A B &5l
(BB BRARDNARREEZRE
FRESEHBLE([ELE]) 2E
I & 25 A - Best Concord Group
Limited A& 2= % B £ 5 9 BRI T
2t REERRE - EECRER
78,000,000 7t A @M S A L+
—ETRFE=A=+—
H P& i AR A 2 825K & 11,700,000
B BIARE B ER ERN —FHE
ERARRIE (R EE21) - B R
B 52 K B B % #£ LA Best Concord
Group Limited% & I[E X & 7 LA R EX
5 Best Concord Group Limited# &
BREMTZ 2 — YTl FHEXMG R
TETHE=ZA=+—H %E#EL

AT o R

SRR



Ul
D

B  Vatsunichi Communication Holdings Limited [N

For the year ended 31st March, 2005 #HEZZTETRF=-A=+—HIEFE

12.

13.

PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)

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$32,855,000 (2004: HK$36,511,000) in respect of
assets held under finance leases.

TRADE MARKS

12.

13.

M- HBRRE (&)

ZIBELHRBT TIAP AEORE L
R

REBERTWE- KB REEZRDF
BERARMERORE 2 EEFMGREL
% 32,855,000 o0 (=T T 10 4 -
36,511,0005 7T ) °

o0
5=

THE GROUP REE
HK$'000
FHIT
COST AR
Acquired during the year and RAFERERNR_ZEZRF
balance at 31st March, 2005 —A=t+t—RHBz#&#% 229,600
AMORTISATION 5
Charge for the year and balance REERXKRR_ZZREF
at 31st March, 2005 —A=t—Hz&% (2,870)
CARRYING AMOUNT BREE
At 31st March, 2005 RZZERF=A=+—H 226,730

On 3rd November, 2004, the Group entered into two
purchase agreements to acquire the trade marks, service
marks, logos and commercial symbols of “Matsunichi” in
Hong Kong and in countries or districts outside the PRC
("non-PRC trade marks”) and in PRC (“PRC trade marks")
respectively with Matsunichi International Holdings Limited
(“MIHL") or/and Guangdong Matsunichi Electronics
Limited (“GME"), Guangdong Matsunichi Communication
Technology Company Limited (“GMCT") and others, in
which Mr. Pan has beneficial interests in MIHL, GME and
GMCT (collectively referred to as the “Acquisitions”). The
consideration was satisfied by cash of HK$20,000,000
and issue of 95,000,000 new ordinary shares of HK$0.05
each.

JiN

R_TEMNF+—A=H ~%E 55|
HNABEEREEARAR ([RBEER

EE]) R RERMNAEEREGRAF
(TERRBEE]) ERDABAR
R BRAR ([ERDBBABE])
REMA TR MIEEE 3% AKE
MBI EE REEC BREREER
SRR E S R B ASNE R kb 2 i A
(TERBEE]) RRRREZER ([
BEEZ]) mEBELEERNABEBREE®.
BRAAERRERDB BB %
BEnEs (GHEAIZFRESE])-
KB A3 € 20,000,000/ T & %17
95,000,000/% & X F1E0.058 T 2 37 &
BBz HFRZ o
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14.

For the year ended 31st March, 2005 #HEZE=ZZTTRAF=A=+—HIEFE

TRADE MARKS (CONTINUED)

The resolution in respect of the Acquisitions was duly
passed by the shareholders at the extraordinary general
meeting held on 24th January, 2005. Pursuant to the
non-PRC trade marks agreement, HK$20,000,000 cash
was paid and 80,000,000 ordinary shares of the Company
were issued and allotted to MIHL or its nominees on 24th
January, 2005 resulted in a total consideration of
HK$229,600,000, comprising of HK$20,000,000 cash and
80,000,000 ordinary shares of the Company issued at a
price of HK$2.62, being the closing price of the Company’s
shares on 24th January, 2005, the date on which the
Group has taken control of the non-PRC trade marks.
The remaining 15,000,000 ordinary shares of the Company
will be issued and allotted upon completion of the PRC

trade marks agreement on or before 1st November, 2005.

The non-PRC trade marks are amortised over their
estimated useful lives of 20 years. In the opinion of the
directors, the underlying value of the trade marks was
not less than the carrying amount as at the balance sheet
date.

INTERESTS IN SUBSIDIARIES

13.

14.

iR (8)
EHZEWBEE AR RERER =
T RF A+ ABRTZREES
AgLEEX BB BIEIEHE T HE-
I 4 20,000,000 T B X - M
80,000,000 AN~ Al E WA E R —F
THE-—AZ+WAZETKAEZE TR
BEEREEIERBEA BRARER
229,600,000 7T ' 823537, 420,000,000
BT R 122.628 7 (AIARRF RGO =
ST RF— A=+ AAEBESEIEF
Bl EdlEE B 2 mE) 2 ERE
77 2.80,000,000% A& 2 7] & @ i% - H
15,000,000/% 7~ 2 7] 3 3B AR 1 5 Bl g
EHER T RAF+— A —HZH
6 K R B T R B o

R BIRR TR E B A A F B 206

NEH-BERH BREZELAEENE
RERGERZKREE:.

WA Bt B 2 B #E

THE COMPANY

AT
2005 2004
—EEREE —TETNME
HK$'000 HK$'000
FERT FET
Unlisted shares, at cost ELEMERG - BEA 78,000 78,000
Unlisted capital FELEMTEE  EBAA
contributions, at cost 158,139 158,061
236,139 236,061
Amounts due from o= NEIDNE S D)
subsidiaries (Note) 864,479 214,010
1,100,618 450,071

v

H

[
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14.

15.

INTERESTS IN SUBSIDIARIES (CONTINUED)  14. MMiIEBASIHEL (&)
Particulars of the Company’s principal subsidiaries at 31st ARREEZEMBARINR_EZTRF=A
March, 2005 are set out in note 37. =+ —HZERHNRHMTEIT7 -

Note: The amounts are unsecured, non-interest bearing and Mizt: ZERBDHEER 22 BEEEME
have no fixed terms of repayment. In the opinion of B -ARAEERAZERETE
directors of the Company, the amounts are unlikely to REEE BEARR12ME A REE R
be repaid within the next twelve months from the ABEEBEXRPZIERBIER -
balance sheet date and therefore are shown in the
balance sheet as non-current.

OTHER ASSETS 15. Hh&E

THE GROUP
AND THE COMPANY
AEEREQT
2005 2004
—2EIF —_TTOF
HK$'000  HK$'000
FET FHTT
Club debentures BES 610 610
Less: Impairment losses recognised J& @ B W2 2 BB E B (520) (520)
920 90

In the opinion of the directors, the carrying amount of

club debentures approximates its fair value.

E=R

HefErcREEREQR

BEMES-
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17.

For the year ended 31st March, 2005 #HEZE=ZZTTRAF=A=+—HIEFE

INVENTORIES 16. BE
THE GROUP
rEH
2005 2004
—ZEERFE —TTNEF
HK$’000 HK$'000
TR FAET
Raw materials JR 150,446 44,978
Work in progress £ BURK o 7,739 4,415
Finished goods SLRK i 28,912 37,749
187,097 87,142
At 31st March, 2005, raw materials of approximately RZETERAF=A=+—H L@
HK$23,307,000 (2004: nil) and finished goods of 23,307,000 (ZZTMF &) 2]
approximately HK$11,493,000 (2004: HK$5,122,000) B K& #711,493,0008 7T (ZEE M4
included above were carried at net realisable value. 5,122,000/ 70) 2 ZUAK fm DA AT 4 35 S (B
7| B
MACHINERY HELD FOR SALE 17. FHEH E#ES

Machinery held for sale is stated at cost. Subsequent to
31st March, 2005, the Group entered into a sale and
purchase agreement with a third party to dispose of the
machinery held for sale for a consideration of
approximately HK$27,000,000, which was settled on 17th
June, 2005 in full.

BIELERBNERAAR - RZTF
FF=A=+—H% AEEH—-FF
=HAV—EHEERE ARELAR
27,000,000 7T H & #:51E 0 S #e5 K
BEER_ZEZRAF A+ EHZEX
o

v [

# = H

o B MW =

N

=
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18.

—
£

TRADE AND OTHER RECEIVABLES 18. &MY AR =R & H it FE Wy SR IE
The Group allows credit periods ranging from 30 days to AEEGETEPZEEHNF30BE
180 days to its trade customers. Longer credit periods 180 - HEBE BRI KRHR IFEBKHER
are granted to several well established customers with ZERFPAESRRZIEERS-
long business relationship.
An aged analysis of trade receivables at the balance sheet T AEREE R RS D 2 EIERR
date is set out as follows: paR)ik
THE GROUP
rEE
2005 2004
—EEHE —_ZTIZTNAE
HK$’'000 HK$'000
TR FHT
0 — 30 days T E30H 163,778 35,246
31 - 90 days 31290H 113,620 124,216
91 - 180 days 912 180H 247,404 29,282
Over 180 days 180H M £ 109,833 275
634,635 189,019
Other receivables H fth jE Ug 508 24,789 38,175
659,424 227,194
TRADE AND OTHER PAYABLES 19. FE {BR 7% B H th FE fF R IE

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

AT RR&EE B ARRER S D 2 B RRK
R

THE GROUP
rEE

2005 2004
—EERFE —_TEMHF
HK$’'000 HK$'000
FExT FAET
0 — 90 days ZFTF90H 192,544 17,150
91 - 180 days 91%£180H 42,923 3,895
Over 180 days 180H M £ 29,137 1,550
264,604 22,595
Other payables H fth & 5018 55,154 45,114
319,758 67,709




20.

21.

22.

For the year ended 31st March, 2005 #HZ_-_ZZRF=A=+—HILFE

AMOUNT DUE TO ULTIMATE HOLDING 20. FEffR&RiERRIE
COMPANY
THE GROUP AEH
The amount is unsecured, interest free and repayable on BAZBENERE 2B RIEEREE-
demand.
AMOUNT DUE TO A RELATED COMPANY 21. [fEft—REFREATIRIE
THE GROUP AND THE COMPANY AEEREAEAT
The amount represents amount due to Matsunichi LERBEAERNNLBEN (BF) AR
Communications (Hong Kong) Limited in which Mr. Pan RNAIZRIB - EEERMBAEM (BH)
is the ultimate shareholder and a director (see note 12). BERARIZEBENES (BT
12) o
The amount is unsecured, interest free and repayable on BEFEERR B RIRERKEE
demand.
BANK BORROWINGS 22. RITER
THE GROUP
rEE
2005 2004
—EERFE _—_TTNF
HK$'000 HK$'000
FHERT FHE T
Bank loans RITE X 56,580 =
Trust receipt loans ERRBEER 242,774 80,744
Bank overdrafts RITEX 2,999 =
302,353 80,744
Analysis as: Palyi (N
Secured FHEA 2,830 =
Unsecured 45 97 299,523 80,744
302,353 80,744
The bank borrowings bear interest at prevailing market ZERITERZNEEER 2 M5 EE

rates and are repayable within one year.

2
==]
AECUWER-—FANEE-
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=
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23. OBLIGATIONS UNDER FINANCE LEASES

23.

Rl FH A% B

Minimum

lease payments

Present value

of minimum

lease payments

RIE XA RIE X
HeHE HeBERE
2005 2004 2005 2004
“EERFE —ZTETNHFE —FBTEF —ZTTNF
HK$'000 HK$'000 HK$'000 HK$'000
FERT THET FTER FHT
THE GROUP AEEH
Amounts payable under RIBERE L
finance leases: Bt z&8 :
Within one year —FR 15,134 13,384 14,106 12,030
In the second to fifth year E_EERF
inclusive (BREEMF) 13,713 26,304 12,626 24,395
28,847 39,688 26,732 36,425
Less: Future finance charges W RKMEEH (2,115) (3,263) - =
Present value of lease obligations M EH 2 HE 26,732 36,425 26,732 36,425
Less: Amounts due for settlement & : —F R E| Hf
within one year 838 k58 (14,106) (12,030)
Amounts due for settlement —FR B HEE
after one year REE 12,626 24,395
The lease terms are three years. Interest rates are fixed at HOFHAE=F - BXRIFTILEH A H
the contract date. All leases are on a fixed repayment EET"FﬁﬁT‘E%’Ui’:]%ﬁH EEEREE I

basis and no arrangements have been entered into for

contingent rental payments.

BRIVERNARXNIABE 22 -



SHARE CAPITAL

24. R

Number of shares

For the year ended 31st March, 2005 #HEZE=ZZTTRAF=A=+—HIEFE

Share capital

REAHE B A&
Notes 2005 2004 2005 2004
Mz ZEETE “ZEEE ZEERE “TTQEE
HK$'000 HK$'000
THERL TEL
Authorised: ETE
At 1st April REA—H 10,000,000 50,000,000,000 500,000 500,000
Consolidation of shares L) - (40,000,000,000) - =
At 31st March R=A=1+—-H 10,000,000 10,000,000,000 500,000 500,000
Issued and fully paid: BETREAR
At 1st April REA—H 509,086,683 707,057,804 25,454 7,071
Issue of new shares Bankm (a) 80,000,000 = 4,000 =
Issue of new shares by NERE LB
way of placement ik (b) 80,000,000 141,400,000 4,000 1,414
Issue of new shares upon AR RERE
exercise of share options BAHRG - 20,001 - =
669,086,683 848,477,805 33,454 8,485
Consolidation of shares RiDE B - (678,782,244) - =
669,086,683 169,695,561 33,454 8,485
Rights issue of shares HRETRH - 339,391,122 - 16,969
At 31st March R=F=1+—-8 669,086,683 509,086,683 33,454 25,454
(a) Pursuant to an agreement dated 3rd November, (a) BRER-_ZEENMF+—HA=HH

2004 for the acquisition of the non-PRC trade
marks from MIHL, a company in which Mr. Pan
has a beneficial interest, 80,000,000 new shares
of HK$0.05 each in the Company were issued and
allotted to MIHL or its nominees on 24th January,
2005. All shares issued rank pari passu with the

then existing shares in issue in all respects.

MBBEEER (BEALEEEE
oy S A/NCI DIV A ¢ s
342 2 1 7% * 80,000,0008% &
AR E{E0.057%8 T 2 AN A BT AR 1D
ERZETRAF—A-tMHA%E
TREEFRABRBEERER

BANFIBERTRVDESTE
VEER2HEDEITRNZE

% 4 2% -
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24,

25.

SHARE CAPITAL (CONTINUED)

(b) On 22nd February, 2005, Jade Forest agreed to
place 80,000,000 shares of HK$0.05 each in the
Company to independent investors at a price of
HK$2.6 per share. The placing price represented a
discount of 8% to the closing price of HK$2.825
per share at 22nd February, 2005.

On the same date, Jade Forest agreed to subscribe
80,000,000 new shares of HK$0.05 each in the
Company at a price of HK$2.6 per share. The
shares to be subscribed represented 13.6% of the
then existing issued share capital and 12.0% of
the enlarged issued share capital of the Company.
These shares were allotted and issued on 8th
March, 2005. All shares issued rank pari passu
with the then existing shares in issue in all respects.

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.

24,

25.

A (48)

b) H-ZEERF-_A-_+=-8H-
Jade Forest[@ B & MK2.6/5 T2
B RBILKRESERE
80,000,0004% & X E f50.05/& 7T
ZARRRIRG - HEEBRETRA
HR—ZZEZERF_A=_+=HZ
W {E2.8258 L #T:%#8% °

[7 B > Jade ForestR B2 &M% 2.6
77T 2 [E1% 58 #880,000,000% &
AR E {8 0.057%8 T 2 A8 A 7 7 iR
Do TREZROEERAR
AcERBEERBITRAZ
13.6% RETERBETHRAZ
12.0% - ZERHER=ZZZTH
FZANBOBERET-FTEE
BOIRMES TEHEE R 2R
BEEETROZBERE -

MBI #E
AATEE—IBERAET B A S @R
EHoHE-

RIFBREFS ARAREZGA WA
ERER (BRARARENBARZ
EE)RUBREFERYEAERERZ
R AEREEIREZET ZER
RBARFRD A BERSATER
(VAR BB R B ) A SRR X
Tz WmE: (AR RNHNEEBER
BEL BN AERS A EBR AT
BT E K (iA R B 2 EE (A
BeERE) REBRESAIAMERH
ZEBREETERABRTZEO&ESH
BT BRARAR TR ZEEITRAZ
10% - BRERERHEBEREZA
EEH10F REMARREITE-
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SHARE OPTIONS (CONTINUED) 25. REIRHE (4B)
The offer of a grant of share options under the scheme BEZAEREBREZEZZAINEZ
may be accepted within 28 days from the date of the HERRET28H A AAR AER B R E
offer by the grantee. The vesting and exercise period of BREGEBARTEHHESS 2R
the share option granted is determinable at the entire B BTEHRATEEREAKLEIO0
discretion of the board of directors but the exercise period Fo
will not exceed a period of ten years immediate after
acceptance of grant.
The following tables disclose details of the Company’s TRIIRFAHEEFEZAREIER
share options held by employees and movements in such ZABEREEFEECE
holding during the year:
Number of share options
BREXR
Subscription Outstanding Grant  Outstanding Granted  Outstanding
price Exercise at 1st during at 1st during at 31st
Date of grant per share period April, 2003 the year April, 2004 the year  March, 2005
R-22=% R-ZZNF g3 53
mA-H mA-A ZR=t-H
REEH BRABE THHY HATE  FRERE HARTE  FRERE i RAT 6
(Note 1)
(Ft&E1)
HKS
AT
5th February, 2004 1.30  5th February, 2004 to
4th February, 2014
—ZZNF_AnA - =)
ZZ-mE-AN@A = 20,000,000 20,000,000 - 20,000,000
20th April, 2004 1.54  20th April, 2004 to
19th April, 2014
ZZEIMEMA=TH —ZEMEFMA-THE
“E-EEMATAA - - - 8,350,000 8,350,000
- 20,000,000 20,000,000 8,350,000 28,350,000
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25.

SHARE OPTIONS (CONTINUED)

Details of share options held by the directors included in
the above table are as follows:

25. BIRHE (&)
IR ERAEFEFHA ZBREFBN
T~

Number of share options

BREHE
Subscription Outstanding Grant  Outstanding Granted  Outstanding
price  Exercise at 1st during at 1st during at 31st
Date of grant per share period April, 2003 the year April, 2004 the year ~ March, 2005
R=BB=% R=ZBEMEF “BEIE
MA-H mA-H =ZA=t+-H
REBH SRABE THRY HAGE  FRERH HATRE  FRERH R T
(Note 1) (Note 2)
(k1) (Mizr2)
HK$
BT
5th February, 2004 1.30  5th February, 2004 to
4th February, 2014
—TTNE_ATA “TENE-ARAE
ZT-WE-AM@A - 3,100,000 3,100,000 - 3,100,000
Notes: B 5 :
(1) The closing prices of the Company’s shares immediately (1) RRBIRMAREEBRER LB H

preceding the date of grant of 5th February, 2004 and
20th April, 2004 were HK$1.30 and HK$1.48,
respectively.

(2) The options were granted prior to Mr. Siu Wai Yip, James,
Mr. Huang Hui and Mr. Dong Zhi Qiang appointed as
directors of the Company on 3rd January, 2005.

The financial impact of options granted to employees
and directors is not recorded in the Company’s or the
Group's balance sheet until such time as the options are
exercised, and no charged is recorded in the income
statement or balance sheet for their costs. Upon the
exercise of the options, the resulting shares issued are
recorded by the Company as additional share capital at
the nominal value of the shares, and the excess of the
exercise price per share over the nominal value of the
shares is recorded by the Company in the share premium
account.

—ETENE_ARAAR _ETNE
MAZ+HZWKMES R A1.30%8
TR 1.48%8 T °

(2) ZEBREINBERELELE FEE
ERBLEREEE_ZZERF—A
ZHEZERAABEEFA KL -

ERTEEREFZBREZVHRTE
RBREETER  TRARAHARE
BzEEBBERTULE T AEH
RAR K ERIEERBRCEEBH
SoRBRERTER AAREHET
ZBAn BB F{E RS 8% A RN AN - T
AREEREBRITEREBRBROEELZ
TRRENRDEER



26.

For the year ended 31st March, 2005 #HEZE=ZZTTRAF=A=+—HIEFE

RESERVES 26. f#i@
THE GROUP A£HE
Details of changes in reserves of the Group are set out in AEBERBEDAFBHNEIIEZL
the consolidated statement of changes in equity on page ERRBBRA-
31.
Capital reserve represents the loans waived by former BERREBEETEZENB AR ZAIDE
minority shareholders of a wholly-owned subsidiary in the IR E 2 BRI E ARG - 5% KA
PRC. Pursuant to local regulations, this amount has been PEEBEEWERARZ A D IRFEEAN-
transferred to a non-distributable reserve of the subsidiary.
PRC statutory reserves are reserves required to be R BLE RE (R TR A A AN & B B
maintained under the relevant PRC laws applicable to RNAZABRE R BABIIEE R 2
PRC subsidiaries of the Group and are non-distributable I A B AR 2 A5k
reserves of the subsidiaries.
THE COMPANY AAT
Share Special  Accumulated
premium reserve  (losses) profits Total
RiEE BEIRE Rt (BR) &R ag
HK$'000 HK$'000 HK$'000 HK$'000
T T T TAT
Balance at 31st March, 2003 W_2E=F=A=+-A&F 351,013 45,155 (267,434) 128,734
Issue of new shares (note 24) BEaHRA (M) 346,464 = = 346,464
Expenses incurred in connection EETRAMEIH X
with issue of shares (6,326) - - (6,326)
Net profit for the year RERRAFE - - 674 674
Transfer required under the BREZFEERT AT
Order on Petition (Note) e & (h ) = 100 (100) =
Balance at 31st March, 2004 RZEEMF=-A=+—HER 691,151 45,255 (266,860) 469,546
Issue of new shares (note 24) BB (Miz24) 409,600 - - 409,600
Expenses incurred in connection  EE{TRA M3 B2 X
with issue of shares (5,550) - - (5,550)
Net profit for the year AERRTFE - - 247,452 247,452
Transfer upon full settlement RRAEAENBBHR2UER
of all outstanding debts at FIBEREERS
the effective date of the RER ()
share capital reorganisation
(Note) - (45,255) 45,255 -
Balance at 31st March, 2005 R-ZEERF=A=t-RE&ERF 1,095,201 - 25,847 1,121,048
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26.

“EERFSAST-ALEE

RESERVES (CONTINUED)
THE COMPANY (continued)

Note:

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
(ii) 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.

26.

Wt (&)
FAE (8)

i3 :

ERIRAEHR ([EHEFHE]) (FE
BHR—AANENATBHAZEZSA
BH) 2 — B0 - KIR BB R BT =
BEER (DER)D R—AANF=
A Z B st B BEAR A ER R A & A&
17 3% B Rk 55 28 1 72 58 HIDR AR 2 7 AR
Kz ([ZES]) RA
RIFDER A B AR RIRIREHAB 3
BERERS ( HARFBEHNZIE
W) TR 2 EARIE - WiRz s
HREREAER N EENEBZER

EBRBRERIRF 22 B%E¢
EAATER D P15 - 30K 3 A B 3 A 8
REMLTEAE BAKKS %

497,509,863.527% JT Z SN B A K
AEIR GRS RNATR L 2 —HE
Al R EARR AR EDR R AR R AR
MEEEREEEAEAMZA (BEZA A
RARIRRERZA) WA ERRE
B BBICRERZ RE Al L E
BRAREEEEZENARATIREZ
B MAGEE FiERZ AL

%,lﬁ\”;

=N

(i) ZRHETE
s K&

BIERERE

(i) REAQAMNA LT AR
Bl 3t 2 &) 1§ Bl 85 79C 6 sl 4
R (] % FE 72 Fr &2 37 4l 5T 2 5%
IR B BT R 5 - %
REARERRNARTAH
idrd=1-
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RESERVES (CONTINUED)

THE COMPANY (continued)
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.

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:

26.

i (&)

X428 (])
ZESTANRE BEH LA
TR/ A PR AT D AR EER & 3k
A 87 B 3R B R AR A R B 4 i
BRREBIRAE MR FEE B D IR E
BABADTAMERRTE HTR
AR 5 B AR PTG N2 4R
% B e A 2 BR SRR 1R B AR FE A
I ©

BETEAFER ARRIEERS
REREENR EERND RITEE
B AR AN E BT AN R At s (B Bk
BERZEEMzFBENT:

Up to

31st March, 2004

BEEZE
—EENE=A=+—H
HK$

BT

Increase in issued share capital Nz B TR
Increase in share premium account, net of B0z B 7% 1B iR

expenses incurred

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 has been 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.

In March 2005, the Company made an aggregate
payments of HK$1,512,075.27 for the full settlement of
all outstanding debts at the effective date when the
reduction of capital and the share premium account
became effective. Accordingly, the special reserve of
HK$45,255,059.82 was transferred to accumulated losses
during the year.

BEMERaI Bz

25,104,185.87
568,899,209.42
594,003,395.29

EHit RBEEER KEBEZES
T8 Ewm BRARRR 2 FRIFHE
2 = 2 8497,509,863.52/8 7L Ty
FERBRARBEZRFEME
594,003,395 298 TR EHE - T
ME=ZA=+—B 2% 3l &
45,255,059.827% 7T ifi AL {5 ©

RZZZTRFE=A AQF&H£IH
1,512,075.277% 7T * BARA B BB AR K.
BHEEREE EME B2 EE
BRAREREB -FL 7 5l
f##%45,255,059.82/8 T2 B A 251
Eige
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27. DEFERRED TAXATION
The following is the major deferred taxation liability
recognised and movements thereon during the current

and prior years:

27. EEPIA
ATARAEERBEEEDERY
EECEHEAERLEE:

Accelerated
tax
depreciation

HIEBMEFTE

HK$'000

FET

At 1st April, 2003 R-_ZEZE=FMYAH—H =
Charge to income statement for the year R A& 2 WX AR 181
At 31st March, 2004 RZEZTWF=H=+—H 181
Credit to income statement for the year FFAARFE 2 W& (181)

At 31st March, 2005 R-EERE=A=+—8H B

At the balance sheet date, the Group had unused tax
losses of approximately HK$62,932,000 (2004:
HK$61,194,000) 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 AEERFAZHEEFELD
62,932,0008 Lt (= & & |4 4 :
61,194,000 7T ) 7] A A K 88 B & &
Flo BB B 1& i F) IR 2 S A TR - 3
ERREEEREREMNEERBEEE-
FAXREEB N EEMERERE
B,

(REEEYEBALRE

|
S
Il
_FH
>F
Sgl_

\|
/
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ACQUISITION OF SUBSIDIARIES

For the year ended 31st March, 2005 #HZ_-_ZZRF=A=+—HILFE

28. YWEEMH B AT

2005 2004
—EERFE —_TEMHF
HK$'000 HK$'000

FTER FHIT
Net assets acquired comprise: BAZEEFEBRE :
Property, plant and equipment L E TS e - 78,000
Satisfied by: AR
Cash e - 66,300
Amount due to a e —H &
related company A A IR - 11,700
- 78,000
Net cash outflow arising HWEMEE 2R
on acquisition: e F R
Cash consideration paid THZEERE - (66,300)

The subsidiaries acquired during the year ended 31st
March, 2004 contributed insignificant turnover, profit from

operations and cash flow to the Group.

RBE_ZZNF=A=+—HIFE
NBAZHBARYANEB 2 EX58
rEGENEBEEREZEBM T K.
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29.

“EERFSAST-ALEE

DISPOSAL OF SUBSIDIARIES 29. tH’EBﬁE’FJ
On 7th October, 2004, the Company entered into a deed —EENFE+A+HBH AQARIE—F
of assignment with an independent third party to assign ﬁ_L% —HRIVEERZE EEER
its beneficial interest in the entire issued share capital of BmmMBRARZEMHEETRAZ
Gainet Asia Limited. EmfEme
The net liabilities of these subsidiaries disposed of during REANHELEMBRRMSIBCEE
the year were as follows: pEER NS
2005 2004
—EEHRE —ZTETNHF
HK$’'000 HK$'000
FTER FHT
Net liabilities disposed of comprise: HEZ BEFEBRE
Property, plant and equipment M - KBEREE - 1,140
Inventories 78 - 44,549
Trade and other receivables JE LT AR 3R % H R W R 1B - 21,246
Pledged bank deposits BEEAIRITHFR - 25,220
Bank balances and cash RITHEFRES - 2,749
Trade and other payables JE A5 BR 3% & E Ath B < 5K 3B - (35,347)
Amount due to immediate Fgﬁﬁ?ﬂ L @/NE]
holding company KA (11,308) (332,004)
Bank borrowings RITENK - (64,200)
(11,308) (336,647)
Gain on disposal BB EE 2 W - 10,083
(11,308) (326,564)
Satisfied by: AR
Cash Re - 5,440
Debt assignment ERER (11,308) (332,004)
(11,308) (326,564)
Net cash inflow arising on disposal: HEMELECRESRAFE :
Cash consideration received BYIRERE - 5,440
Bank balances and BEHECRTEHRREAS
cash disposed of - (2,749)
- 2,691

The subsidiaries disposed of during the year contributed
Nil (2004: HK$42,824,000) to the Group's turnover, and
Nil (2004: a profit of HK$6,353,000) to the Group's net

profit for the year.

REREEZHBA —T%T$EIZM¥
HFEBAZAS T (ZZEZENF:
42,824,000 70) r ME AL B AFE
A FRAEMANATHE T (ZETNW
& %5 F6,353,0005 7T ) °
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For the year ended 31st March, 2005 #HZ_-_ZZRF=A=+—HILFE

MAJOR NON-CASH TRANSACTIONS 30. EEHFBERSH
As disclosed in notes 13 and 24(a), 80,000,000 ordinary M E 13 24Q@Q)F B E £ -
shares were issued and allotted to MIHL or its nominees 80,000,0000% & @ Ax 2 217 R AL 3% T 1A
for the acquisition of non-PRC trade marks during the HEREBESERB A ERKEIEF
year. BEEzRE
PLEDGE OF ASSETS 31. EEHKR
At the balance sheet date, certain borrowings of the REER AEBZ2ETFTERUETF
Group were secured by the bank deposits of approximately K #13,430,0008 T (Z T M 4F:
HK$3,430,000 (2004: HK$600,000). 600,000/% 7T ) {EH # -
RETIREMENT BENEFIT SCHEMES 32. EBAKEREE
Retirement benefit scheme contributions B KB FET B R
2005 2004
—EEHRE —ZTTNAF
HK$'000 HK$'000
FTER FHIT
Contributions to the defined FE BT & K
contribution scheme - 795
Contributions to mandatory Bl ATEEE A
provident fund scheme ([miEgstall)
(“MPF Scheme"”) - 292 193
Contributions to PRC state-managed BEREERNESE
pension schemes K 726 212
Amounts charged to Wz 2= M BR
income statement 2 5 1,018 1,200

[
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=
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32.

RETIREMENT BENEFIT SCHEMES
(CONTINUED)

The Group ceased to operate the defined contribution
scheme which is registered under the Occupational
Retirement Scheme Ordinance. The assets of the scheme
are held separately from those of the Group in funds
under the control of independent trustee. The Group now
only participates in the MPF Scheme for all employees in
Hong Kong which is registered with the Mandatory
Provident Fund Scheme Authority under the Mandatory
Provident Fund Schemes Ordinance. The assets of the
MPF Scheme are held separately from those of the Group
in funds under the control of an independent trustee.
Under the rules of the MPF Scheme, the employer and its
employees are each required to make contributions to
the Scheme at rate specified in the rules. The only
obligation of the Group with respect to MPF Scheme is
to make the required contributions under the Scheme.
No forfeited contribution is available to reduce the

contribution payable in the future years.

The eligible employees of the Company’s subsidiaries in
the PRC are members of pension schemes operated by
the Chinese local government. The subsidiaries are
required to contribute a certain percentage of the relevant
cost of the payroll of these employees to the pension
schemes to fund the benefits. The only obligation of the
Group with respect to the retirement benefit scheme is

to make the specified contribution.

32.

BAKEATE (&)

R E T BE R ERBRR KRB
AR 2 FE R Bl %t Bl 2 B E A
AEEZEENARE YANESHEA
FERRHBUREATE - AKER
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OPERATING LEASE ARRANGEMENTS

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:

33.

EEROZH
FEEERREA

ReEd e AEETTETEEHAE
W% T RGE R R - AR B B
SROMAR BEFEL N RIERSZ
ST

THE GROUP
rEH

2005 2004
—EEEFE —TTWF
HK$'000 HK$'000
FERT FET
Within one year —FR 2,200 3,022
In the second to fifth year inclusive ~HE_ZFRF (BIEEEMFEEN) 1,212 1,431
3,412 4,453

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.

EEsHEOFHNTIRE=F"

AARREER T ETMEALLHALY
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34. CAPITAL COMMITMENTS

35.

34. BEXKRIE

THE GROUP
rEM
2005 2004
—ETHFE —ZTTWNF
HK$’'000 HK$'000
FTER FHIT
Capital expenditure contracted BRI BRI B &
for but not provided ELBEAmE
in the financial statements HERZEREZ
in respect of acquisition BARRXE
of property, plant and equipment 85 1,176

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

CONTINGENT LIABILITIES

THE GROUP

In 2004, Matsunichi Hi-Tech Limited (“MHT") received
summon from an independent third party (“ITP"). The ITP
claimed MHT was infringing and/or inducing infringement
of 5 patents of ITP (“ITP Patents”) in relation to a product
designed and manufactured by a supplier of MHT (the
“Supplier”). MHT is claimed by damages in an amount of
three times of an amount adequate to compensate the
ITP for MHT's infringement of the ITP Patents, interest on
the said damages and respective costs and attorney’s costs.
MHT had subsequently entered into an indemnity
agreement with the Supplier whereby the Supplier agreed
to indemnify MHT for all costs and damages resulted
from the claim. In addition, the directors of the Company
are of the view that the claim made by the ITP is ground
less. Accordingly, no provision is therefore considered
necessary in the financial statements.

In addition, there is a claim by a customer against MHT
on the alleged basis of the breach of an agreement for
development and manufacture of PDA products. Up to
the date of the financial statements, the customer has
not made a formal claim against MHT. In the opinion of
the directors, the aforesaid claim is absolutely
unsustainable and unjusted. Accordingly, no provision is
therefore considered necessary in the financial statements.

RRAFREE B I E AT [ EKNE R

£ o

b
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CONTINGENT LIABILITIES (CONTINUED)
THE GROUP (continued)
The Group had no other 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
(2004: HK$664,000). The amount of the credit facilities
utilised as at 31st March, 2005 amounting to
approximately HK$340,000 (2004: HK$469,000).

In addition, at 31st March, 2005, the Company provided
several unlimited guarantees, a HK$60,000,000 guarantee
and a HK$65,000,000 guarantee to certain banks in
respect of credit facilities granted to certain subsidiaries.
The aggregate amounts utilised by the subsidiaries at 31st
March, 2005 was approximately HK$108,556,000 (2004:
HK$80,744,000).

RELATED PARTY TRANSACTIONS
During the year ended 31st March, 2005, the Group had
the following transactions with related parties:

(a) On 3rd November, 2004, the Group entered into
agreements with MIHL a company which is wholly
and beneficially owned by Mr. Pan, for the
acquisition of the trade marks of “Matsunichi”
which was satisfied as to HK$20 million by cash
and issue of 95,000,000 new ordinary shares of
HK$0.05 each to MIHL or its nominees.

(b) During the year, the Group paid rental charges of
HK$444,000 to Matsunichi Properties Holdings
(HK) Limited, a company in which Mr. Pan has a
beneficial interest.

35.

36.

HAEE (8)
A%E (&)
AEEREER L BRENEARAR

B o

AAT
ARRPGE T —ENBRARZEERE
MAOMMABTIELER BELHAR
664,000 7T (ZZF /04 :664,000/%8
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BARIE A EERE 4 $£340,000
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36.

—ETRE-A=+—HLFE

RELATED PARTY TRANSACTIONS
(CONTINUED)

During the year ended 31st March, 2004, 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 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
HK$78,000,000.

consideration of

On 9th December, 2002, the Group entered into
two deeds with MIHL, and with GMCT and E &
MBBABERHSAER D A (Guangdong
Matsunichi Communications Technology Company
Limited) (collectively the “Licensors”), respectively.
Mr. Pan has controlling interests in these
companies. Pursuant to the deeds, the Licensors
granted to the Group non-exclusive licences to use
the trade marks of “Matsunichi” on and in relation
to MP3 players and digital audio products at a
licence fee of HK$1 per annum each, for a term
of 3 years from 1st November, 2003. During the
year ended 31st March, 2004, the licence fee paid
by the Group amounted to HK$2. The trade marks
of “Matsunchi”
3rd November, 2004 (see note 13).

were acquired by the Group on
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A —EE=FLA=+—H8 &
EETY—EHBEBZE MU
78,000,000/ LR BRI H &
(B8 BRAR (RELERE
MEZWMAZAA) UK EBest
Concord Limited K H ¥ B R A
([Best Concord Groupl) 2 &
20 A% AN 4 & Best Concord
Groupfl| & & ¥ B AL 7 AR BZR I
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PARTICULARS OF PRINCIPAL SUBSIDIARIES

Particulars of the Company’s principal subsidiaries as at
31st March, 2005 are as follows:

Place of
incorporation/
registration/

Nominal value of
issued ordinary
share capital/
registered and

37. TEMBAEFR

ARRAZEEMBRAN-BTRF=
A=+—Bz#ERT:

Proportion of
equity interests

Name of subsidiary operation fully paid capital held by the Company Principal activities
B#1T
af/ R/ EERAEE ERAME
[l NG EEHHY IR R R A REE S TEEHK
Directly Indirectly
E# A
Ample Field Investments British Virgins Us$10,000 100% - Investment holding
Limited Islands/ and trading of
Hong Kong and digital consumer
PRC products
RERK 10,000 7T REZRREER
BB/ B B HEEM
R E
Best Concord Group British Virgins US$1 100% = Investment holding
Limited Islands/
Hong Kong
REREX E REZR
BE/BE
Matsunichi Digital PRC* RMB99,216,000 100% - Manufacture and
Technology (Shenzhen) trading of digital
Co., Ltd. consumer products
A B R o AR 99,216,000 HEREEYH
BRAF HEEmM
Matsunichi Hi-Tech Germany Eur300,000 100% = Trading of digital

Germany GmbH

et
[f]

300,000 #&

consumer products

EEYBEEEm
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37.

PARTICULARS OF PRINCIPAL SUBSIDIARIES

(CONTINUED)

Place of

incorporation/

registration/

Nominal value of
issued ordinary
share capital/

registered and

37. XEMBATFT (&)

Proportion of

equity interests

Name of subsidiary operation fully paid capital held by the Company Principal activities
BET
&/ B/ EERAEE/ ENNGINE
WEAREH EEWE ZRER KA REB DL TEXH
Directly Indirectly
=3 8 &
Matsunichi Hi-Tech Hong Kong HK$100 100% - Trading of digital
Limited consumer products
REBHARLR B 100/ 7T BEEYBHEEEM
Matsunichi Information PRC* RMB144,522,088 - 100% Manufacture and
Technology (Shenzhen) trading of digital
Co., Ltd. consumer products
NEREY-REEs g AR 144,522,088 HEREEUE
(RIDERRA HEEM
Matsunichi Technology PRC* RMB59,945,220 100% - Manufacture and
(Dalian) Co., Ltd. trading of digital
consumer products
RARK (RE) g AR #59,945,220 HEREEUE
BRERA HEE®
Matsunichi Media Agency Hong Kong HK$100 100% - Provision of agency
Limited service
NEEAERAR B 100/ 7T R R
Matsunichi (Shenzhen) PRC* RMB9,551,700 100% - Manufacture and
R&D Centre Co., Ltd. trading of digital
consumer products
NSRRI IR hE AR #9,551,700 HEREEUR
(RIDFHBRAR HEEM
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PARTICULARS OF PRINCIPAL SUBSIDIARIES
(CONTINUED)
* These companies were established in the PRC in the

form of wholly foreign-owned enterprise.

(a) None of the subsidiaries had any debt securities
subsisting at 31st March, 2005 or at any time
during the year.

(b) The above table lists the subsidiaries of the
Company which, in the opinion of the directors of
the Company, 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.
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