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Matsunichi Communication Holdings Limited

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 addresses
of the registered office and principal place of business of
the Company are disclosed in the corporate information
included in the annual report.

The financial statements are presented in Hong Kong

dollars, which is the functional currency of the Company.

The Company is an investment holding company. The
activities of its principal subsidiaries at 31st March, 2006
are set out in note 40.

APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS/
CHANGES IN ACCOUNTING POLICIES

In the current year, the Group has applied, for the first
time, a number of new Hong Kong Financial Reporting
Standards (“HKFRS(s)”), Hong Kong Accounting Standards
("HKAS(s)") and Interpretations (hereinafter collectively
referred to as the “new HKFRSs") issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA")
that are effective for accounting periods beginning on or
after 1st January, 2005. The adoption of the new HKFRSs
has resulted in changes to the Group’s accounting policies
in the following areas that have an effect on how the
results for the current and prior accounting years are

prepared and presented.
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APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS/
CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

Share-based payments

In the current year, the Group has applied HKFRS 2 “Share-
based Payment” which requires an expense to be
recognised where the Group buys goods or obtains
services in exchange for shares or rights over shares, or
in exchange for other assets equivalent in value to a given
number of shares or rights over shares. The principal
impact of HKFRS 2 on the Group is in relation to the
expensing of the fair value of share options granted to
directors and employees of the Company, determined at
the date of grant of the share options, over the vesting
period.

Prior to the application of HKFRS 2, the Group did not
recognise the financial effect of these share options until
they were exercised. The Group has applied HKFRS 2 to
share options granted on or after 1st April, 2005. In
relation to share options granted before 1st April, 2005,
the Group chooses not to apply HKFRS 2 with respect to
share options granted on or before 7th November, 2002
and vested before 1st April, 2005. Comparative figures
have been restated. (see below for the financial impact).
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Matsunichi Communication Holdings Limited

APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS/
CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

Owner-occupied leasehold interest in land

In previous periods, owner-occupied leasehold land and
buildings were included in property, plant and equipment
and measured using the cost method. In the current year,
the Group has applied HKAS 17 “Leases”. Under HKAS
17, the land and buildings elements of a lease of land
and buildings are considered separately for the purposes
of lease classification, unless the lease payments cannot
be allocated reliably between the land and buildings
elements, in which case, the entire lease is generally
treated as a finance lease. To the extent that the allocation
of the lease payments between the land and buildings
elements can be made reliably, the leasehold interest in
land are reclassified to prepaid lease payments under
operating leases, which are carried at cost and amortised
over the lease term on a straight line basis. This change
in accounting policy has been applied retrospectively. The
unamortised prepaid lease payments for property interest
in land has been separately shown in the consolidated
balance sheet. (see below for the financial impact).

Financial instruments

In the current year, the Group has applied HKAS 32
Financial Instruments: Disclosure and Presentation and
HKAS 39 Financial Instruments: Recognition and
Measurement. HKAS 32 requires retrospective application.
HKAS 39, which is effective for annual periods beginning
on or after 1st January, 2005, generally does not permit
the recognition, derecognition or measurement of financial
assets and liabilities on a retrospective basis. The
application of HKAS 32 and HKAS 39 has had no material
impact on how the financial results of the Group are

presented for current and prior accounting periods.
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APPLICATION OF HONG KONG 2.
FINANCIAL REPORTING STANDARDS/
CHANGES IN ACCOUNTING POLICIES
(CONTINUED)
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Financial instruments (continued)

The effects of the changes in the accounting policies

EMITA (&)
EXFAA S BRRESHANFERBE

described above on the results for the current and prior FEEBZZENT:
years are as follows:
2006 2005
—BERE —ZTTAREF
HK$'000 HK$'000
FEx FBT
Income statement item W#EFEE
Expenses in relation to share W R P B AR 2 A 2
options granted SIVEE TR AN 4258
included in total staff costs (fTHAXL)
(administrative expenses) 5,192 5,516

The cumulative effects of the application of the new R-ZEZERFNA—RAERNEBSYH
HKFRSs as at 1st April, 2005 are summarised below: WMEER 2 REtEimT
As originally Effect of Effect of As
stated HKAS 17 HKFRS 2 restated
ERRERE
ERETER ERISE2%
BE25 H1Hzge ZEE R
HK$'000 HK$'000 HK$'000 HK$'000
FTHEL AT AT THEL
Balance sheet items EEBEXRER
Non-current assets EnBEE
Property, plant and equipment mE - EHERERE 256,962 (5,922) = 251,040
Prepaid lease payments BNEEHE - 5,796 - 5,796
Current assets MEBEE
Prepaid lease payments BNBEEHE - 126 - 126
Accumulated profits a7l 23,273 = (6,456) 16,817
Share-based compensation reserve W1 & - - 6,456 6,456
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For the year ended 31st March, 2006

BE-TTAFSASt-HLEE

APPLICATION OF HONG KONG
FINANCIAL REPORTING STANDARDS/
CHANGES IN ACCOUNTING POLICIES
(CONTINUED)

The cumulative effects of the application of the new
HKFRSs as at 1st April, 2004 are summarised below:
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As originally Effect of As
stated HKFRS 2 restated
ERVB®SE
R FE 25
REx25 oE RE

HK$'000 HK$'000 HK$'000
FTHT FTHT FTHT

Accumulated losses 2B R
Share-based compensation reserve %15 B & & &

(144,777) (940) (145,717)
= 940 940

The Group has not early applied the following new
standards, amendments or interpretations that have been
issued but are not yet effective. The directors of the
Company anticipate that the application of the above
standards, amendments and interpretations will have no
material impact on the financial statements of the Group
except for the adoption of HKAS 39 and HKFRS 4
(Amendments) “Financial guarantee contracts” which
requires financial guarantee contracts within the scope
of HKAS 39 to be initially measured at fair value. The
Group has commenced considering the potential impact
of HKAS 39 and HKFRS 4 (Amendments) but is not yet in
a position to determine whether they would have a
significant impact on how its results of operations and
financial position are prepared and presented.
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2. EABSBMBHREERN &

FINANCIAL REPORTING STANDARDS/ sTHEREE (8)
CHANGES IN ACCOUNTING POLICIES

(CONTINUED)

HKAS 1 (Amendment)
BEAGHERE 1R (BFTX)
HKAS 19 (Amendment)

BB ERIFE195% (BETA)
HKAS 21 (Amendment)
BEAGHERFE21% (BFTAX)
HKAS 39 (Amendment)

BB R ERIFE 395 (BFTA)
HKAS 39 (Amendment)
BB ERIFE 395 (BFTA)
HKAS 39 and HKFRS 4

LA

(Amendments)
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HKFRS 6
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The fair value option?
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Determining whether an arrangement contains a lease?
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2. APPLICATION OF HONG KONG 2. EREBMBMEEL &

FINANCIAL REPORTING STANDARDS/ ABREH (&)

CHANGES IN ACCOUNTING POLICIES

(CONTINUED)

1 Effective for annual periods beginning on or after 1st g BRAR-ZEZEELF—HA—H=2#’&
January, 2007. 6 2 FE B

2 Effective for annual periods beginning on or after 1st 2 BHRAR-_ZZEF—HA—Hzzi’
January, 2006. Bﬁﬁ‘*ZiJﬁﬁs@ﬁaﬁ o

3 Effective for annual periods beginning on or after 1st 3 HRAR-ZETERAF+-_HA—Hzz
December, 2005. &R h 2 F 2 HE -

4 Effective for annual periods beginning on or after 1st g BRARZZEZERF=RA—H=2z#%&
March, 2006. 5 98 2 F [ Hif

5 Effective for annual periods beginning on or after 1st 3 BRARZZETENFRA—H=® 2%
May, 2006. Sﬂiz‘*ZEﬁB;@FEﬁo

6 Effective for annual periods beginning on or after 1st 6 ARZZZERNFA—Hzkz#%
June, 2006. %ﬁﬁéZﬁE%@ﬁﬁo
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SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared on the
historical cost basis and in accordance with the HKFRSs
issued by HKICPA. In addition, the financial statements
include applicable disclosures required by Rules Governing
the Listing of Securities on the Stock Exchange and by

the Companies Ordinance.

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.

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.

Property, plant and equipment
Property, plant and equipment are stated at cost less
depreciation and any impairment loss.

Depreciation is provided to write off the cost of items of
property, plant and equipment over their estimated useful
lives after taking into account their estimated residual

values, using the straight-line method.

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

assets.

EREBER
B3 R THIRIE S B AR R AR S B
A BRI BB REEDR
Beloh BT REREMRAAES LT
RARATGEGIREZ BRREA -

REREEE
HEMBRERERARATLEMNEQT
AEBF-A=t-BHLEZHB®RE-

AEBARREZABEEAR S R
BRERAREFEE-

IR 2 B D R EE 5 R
RS 2 A B AR ST B M 2
A I (REERTE) i ARA I
HER-

[k
BRRVBRARERAEHREAE
ERBEBERTHE BRZRAREMG
AR RFERAAEREE-

e R -
WME MR MRBERRABENE R E
HEE AR EBRERARK.

BREZNERAMEAIEAFHRLL
At e 5t R SR 1B B A B AROA W8 P A BT
o

REBEBOKAE 2 EENERG A E
RERRNREEEEEMRAZEEGE
wE-

Vi3

H = H

o B W #



Notes to the Financial Statements
B 7E SR 5 P R

For the year ended 31st March, 2006 #HEZZTT A XF=-A=+—HIFE

Matsunichi Communication Holdings Limited

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset.
Any gain or loss arising on derecognition of the asset
(calculated as the difference between the net disposal
proceeds and the carrying amount of the item) is included
in the income statement in the year in which the item is
derecognised.

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 with indefinite useful lives are carried at
cost less any subsequent accumulated impairment losses.
Club debentures are tested for impairment annually by
comparing their carrying amounts with their recoverable
amounts, irrespective of whether there is any indication
that they may be impaired. 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. An impairment loss is recognised as

an expense immediately.

When an impairment loss subsequently reverses, the
carrying amount of the club debentures is increased to
the revised estimate of its recoverable amount, but so
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.

Gains or losses arising from derecognition of club
debentures are measured at the difference between the
net disposal proceeds and the carrying amount of the
asset and are recognised in the income statement when
the asset is derecognised.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Borrowing costs
All borrowing costs are recognised as and included in
finance costs in the income statement in the period when
they are incurred.

Financial instruments

Financial assets and financial liabilities are recognised on
the balance sheet when the Group becomes a party to
the contractual provisions of the instrument. Transaction
costs that are directly attributable to the acquisition or
issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through
profit or loss) are added to or deducted from the fair
value of the financial assets or financial liabilities, as
appropriate, on initial recognition. Transaction costs
directly attributable to the acquisition of financial assets
or financial liabilities at fair value through profit or loss
are recognised immediately in profit or loss.

Trade receivables/amounts due from related companies/
amounts due from subsidiaries/pledged bank deposits/
bank balances

Trade receivables, amounts due from related companies,
amounts due from subsidiaries, pledged bank deposits
and bank balances are measured at fair value on initial
recognition, and are subsequently measured at amortised
cost using the effective interest rate method. Appropriate
allowances for estimated irrecoverable amounts are
recognised in profit or loss when there is objective
evidence that the asset is impaired. The allowance
recognised is measured as the difference between the
asset’s carrying amount and the present value of estimated
future cash flows discounted at the effective interest rate
computed at initial recognition.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and
demand deposits.

3.

FTESTTHE (B)

BERAE
PIBEEERATTRES 2 BRERER
ERNINETBEER-

£@MIA
MBEERMBEBENESBRERKA
TEEHNBX AR EEEAR
REmR-AWESETHBEE R
BEEMEEELEZRIKRA (RER
ERATEREZWBEERMBAE
BRON) R E R R FTIE EB 15 & Ek
MBaEsATESE AT ENR (M0
HA) AKRERERERATEERE
BriBEESNBARMEEEE Y
RGN ER R ER-

FEW IR FE W B 2 B3R, R
B R ASE S ERIFRITEN S RITAS
7z

JE U AR X - FE M R X B SRR - R AR F B
NEIRE CERBITERLRITE

RERERFRATEFE Efﬁﬁlﬁm
RERMNEZZLZEHENATE-HE
EBREREEELRRME AItEE
PR E R AR 2 E E B N 1R R
R-MERBEDEERTEENAR

R T R ) R B T 8 2 fil R 2
fﬁufﬁ/ﬂb ﬂﬁ%ﬁﬁz%%ﬁg‘l’%"

ReRALERNOEFERS RBA

Vi3

H = H

o B W #



Notes to the Financial Statements
B 7E SR 5 P R

For the year ended 31st March, 2006 #HEZZTT A XF=-A=+—HIFE

Matsunichi Communication Holdings Limited

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Financial instruments (continued)

Financial liabilities and equity

Financial liabilities and equity instruments issued by the
Group are classified according to the substance of the
contractual arrangements entered into and the definitions
of a financial liability and an equity instrument. An equity
instrument is any contract that evidences a residual
interest in the assets of the group after deducting all of
its liabilities. The accounting policies adopted for specific
financial liabilities and equity instruments are set out
below.

Bank borrowings

Interest-bearing bank loans are initially measured at fair
value, and are subsequently measured at amortised cost,
using the effective interest rate method.

Trade payables/lamount due to ultimate holding company/
amount due to a subsidiary/amount due to a related

company

Trade payables, amount due to ultimate holding company,
amount due to a subsidiary and amount due to a related
company are initially measured at fair value, and are
subsequently measured at amortised cost, using the
effective interest rate method.

Equity instruments

Equity instruments issued by the Company are recorded

at the proceeds received, net of direct issue costs.

TEESHHE (&

EMITA (&)
MBERERKEAER

AEBEBTZHMBABERRAEETA
TIRBARI L AN Z EE R
BEEBRAERTAZERMDHE K
A TARERAREBEHNGREMRE
BERZEENSGESZEMNSH -
HEBHABREARETARRZE
AR E IR T XX

HRITEA

MERTERERRQAFEFE HR
AlER A a%%'J¥>£T§E?%$¢JEX$ rE-

igf#gﬁrﬂ/ﬂgffﬂ—iﬂ Al 5k IE//E
11— R B - 7t I,E/Efv‘—/%?/?@th
7] K 1H

FERR AR RN SR IE IR R B IR A
— B A RSB M —ERE R A
REHREAFEAE RRAURAE
BRAEEIRC B AT &

$’Aﬂ Tzl A R TETIRE WA
BRIE (B ERBTHAR) AlKe



Notes to the Financial Statements

B 8 5 B RE

For the year ended 31st March, 2006 BZE-—TZ A RF=A=+—HILFE

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 is estimated to be less
than its carrying amount, the carrying amount is reduced
to its recoverable amount. Impairment losses are
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, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised 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 weighted
average method. Net realisable value is determined as
the estimated selling price less all further costs of
production and the related costs of marketing, selling
and distribution.
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3. SIGNIFICANT ACCOUNTING POLICIES 3. FEETHX (&)
(CONTINUED)
Research and development expenditure mERER
Expenditure on research activities is recognised as an MREBHEARELHEER AR -

expense in the period in which it is incurred.

Leases EiER Y

Leases are classified as finance leases whenever the terms fin &5 M AVEF IR E R E E 2 A ekt
of the leases transfer substantially all the risks and rewards T2 B A B B R B 39 8% T AR &
of ownership of the assets concerned to the Group. Assets A EBEAQIERERD - BRERE
held under finance leases are capitalised at their fair values MAORBZEERARNKBER 2 ATE
at the date of acquisition. The corresponding liability to BEEER BT ABE 2 EHR R
the lessor, net of interest charges, is included in the FERAZBIERERNERTAEE
balance sheet as a finance lease obligation. Finance costs, BEXRA-MBERARMBERAERER
which represent the difference between the total leasing WHREBEEATFEBEMECEZERE RE
commitments and the fair value of the assets acquired, AL AR KSR PR AERS
are charged to the income statement over the period of gt RES 2 HRETEL — AT
the relevant lease so as to produce a constant periodic K ERE B Ko

rate of charge on the remaining balance of the obligations
for each accounting period.

Matsunichi Communication Holdings Limited
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For the year ended 31st March, 2006 BZE-—TZ A RF=A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Leases (continued)

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. Benefits received
and receivable as an incentive to enter into an operating
lease are recognised as a reduction of rental expense

over the lease term on a straight-line basis.

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 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. The Group’s liability for current tax is
calculated using tax rates that have been enacted or
substantively enacted by the balance sheet date.

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.
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Notes to the Financial Statements
B 7E SR 5 P R

For the year ended 31st March, 2006 #HEZZTT A XF=-A=+—HIFE

Matsunichi Communication Holdings Limited

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Taxation (continued)

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.

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

Revenue is measured at the fair value of the consideration
received or receivable and represents amount receivable
for goods and services provided in the normal course of
business, net of discounts and sales related taxes.

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

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

Interest income from a financial asset is accrued on a
time basis, by reference to the principal outstanding and
at the effective interest rate applicable, which is the rate
that exactly discounts the estimated future cash receipts
through the expected life of the financial asset to that
asset’s net carrying amount.
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Notes to the Financial Statements

B 8 5 B RE

For the year ended 31st March, 2006 BZE-—TZ A RF=A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recorded in its functional currency (i.e. the currency of
the primary economic environment in which the entity
operates) at the rates of exchanges prevailing on the dates
of the transactions. At each balance sheet date, monetary
items denominated in foreign currencies are retranslated
at the rates prevailing on the balance sheet date. Non-
monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of
monetary items, and on the translation of monetary items,
are recognised in profit or loss in the period.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency
of the Company (i.e. Hong Kong dollars) at the rate of
exchange prevailing at the balance sheet date, and their
income and expenses are translated at the average
exchange rates for the year, unless exchange rates
fluctuate significantly during the period, in which case,
the exchange rates prevailing at the dates of transactions
are used. Exchange differences arising, if any, are
recognised as a separate component of equity (the
translation reserve). Such exchange differences are
recognised in profit or loss in the period in which the

foreign operation is disposed of.
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Notes to the Financial Statements
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For the year ended 31st March, 2006 #HEZZTT A XF=-A=+—HIFE

Matsunichi Communication Holdings Limited

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Share-based payment transactions

Share options granted to directors of the Company,
employees of the Group and other participants

The fair value of services received determined by reference
to the fair value of share options granted at the grant
date is expensed on a straight-line basis over the vesting
period, with a corresponding increase in equity (share-

based compensation reserve).

At the time when the share options are exercised, the
amount previously recognised in share option reserve will
be transferred to share premium. When the share options
are forfeited subsequent to vesting or are still not
exercised at the expiry date, the amount previously
recognised in share option reserve will be transferred to

accumulated profits.

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.
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Notes to the Financial Statements

B 8 5 B RE

For the year ended 31st March, 2006 #HE=ZZTT A XF=-A=+—HIEFE

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

The Group’s major financial instruments include
borrowings, bank balances, trade receivables and trade
payables. Details of these financial instruments are
disclosed in the respective notes. The risks associated with
these financial instruments and the policies on how to
mitigate these risks are set out below. The management
manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and
effective manner.

Currency risk

Certain trade receivables of the Group are denominated
in foreign currencies. The Group currently does not have
a foreign currency hedging policy. However, the
management monitors foreign exchange exposure and will
consider hedging significant foreign currency exposure
should the need arises.
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Notes to the Financial Statements
B 7E SR 5 P R

For the year ended 31st March, 2006 #HEZZTT A XF=-A=+—HIFE

Matsunichi Communication Holdings Limited

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES
(CONTINUED)

Credit risk

The Group's maximum exposure to credit risk in the event
of the counterparties failure to perform their obligations
at 31st March, 2006 in relation to each class of recognised
financial assets is the carrying amount of those assets as
stated in the consolidated balance sheet. In order to
minimise the credit risk, the management of the Group
has delegated a team responsible for determination of
credit limits, credit approvals and other monitoring
procedures to ensure that follow-up action is taken to
recover overdue debts. In addition, the Group reviews
regularly the recoverable amount of each individual trade
receivable to ensure that adequate impairment losses are
made for irrecoverable amounts. In this regard, the
management consider that the Group’s credit risk is

significantly reduced.

The Group's concentration of credit risk by geographical
locations is mainly in the People’s Republic of China
("PRC") other than Hong Kong. The balance of trade
receivables as at 31st March, 2006 comprise 46.44%
(2005: 46.85%) of receivables derived from PRC.

The credit risk on bank balances is minimal because the
counterparties are banks with high credit-ratings.
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Notes to the Financial Statements

B 8 5 B RE

For the year ended 31st March, 2006 BZE-—TZ A RF=A=+—HILFE

FINANCIAL RISK MANAGEMENT 4. MHBEABEEERERERE
OBJECTIVES AND POLICIES (CONTINUED) (%)
Interest rate risk F 2= = Bz
The Group’s fair value interest rate risk relates to its fixed- REEz A FEMERRREEE SR
rate bank loans. However, the management consider the TER-AM EEERAEZREREAE
risk is insignificant to the Group. BV EEATE
SEGMENT INFORMATION 5. DEER
The Group currently has one business segment of AEEBRER —BEEBKDE —BIGH
development and sale of digital consumer products. The BEMHERBEE EERATENE
directors considered that the geographical segments by RERMES (TRER/REZKIRH)
market, irrespective of the origin of the goods/services, is 2 M 5 K o
the primary segment.
Primary reporting segment — geographical segments FTERFHE-WEDE
For the year ended 31st March, 2006 HE_ZZEF=-"A=1+T—HLFE
Other
regions in
Europe USA  Hong Kong the PRC Others  Eliminated Consolidated
B %H % TEHARE -4 H# &8
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THR THR THR THr AL AR AR
Turnover BXE
External sales HiMHE 460,203 970,763 14,205 746,355 122,160 - 2,313,706
Inter-segment sales* SERHPEE 4,833 - 135,911 117,843 20,716 (279,303) -
Total &% 465,036 970,763 150,136 864,198 142,876 (279,303) 2,313,706
Segment results EEL 51,913 105,658 6,194 90,193 13,206 - 267,254
Interest income HMEHA 4,399
Unallocated corporate expenses  RABRAAFX (12,309)
Finance costs HEER (39,638)
Profit before taxation REAEA 219,706
Taxation HE (4,654)
Profit for the year KER & 215,052
* Inter-segment sales are charged at prices agreed by both 3 SEARHENERGETHELZ
parties. BRtE-

2006 F #
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Notes to the Financial Statements
B 7% 3R 25 B 5

For the year ended 31st March, 2006 #HEZZTT A XF=-A=+—HIFE

5. SEGMENT INFORMATION (CONTINUED) 5. 2EEX (&)
Primary reporting segment — geographical segments FTERESDE - HEHE (E)
(continued)
As at 31st March, 2006 R-_EERF=ZA=1T—H
Other
regions in
Europe USA  Hong Kong the PRC Others  Eliminated Consolidated

B xH R TEAMME 4 i F4
HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000
TER TER TEn TER TER TER TER

Assets BE

Seqment assets AREE 34001 17,013 27,701 575,334 78,949 - 932,998

Unallocated corporate assets AARAFEE 1,547,725
Consolidated total assets GeBEE 2,480,723
Liabilities 8f

Seqment liabilities PEER 1,700 - 63,501 153,692 1,035 - 219,928

Unallocated corporate AARAFEE

liabilities 915,348

Consolidated total liabilities GeBak 1,135,276
Other information A ER
Additions to property, VS IERS T

plant and equipment Rkt - - 2,637 5,019 - - 7,656
Addition to trademarks HEE - - - 22,050 - - 22,050
Depreciation and amortisation MERKH - - 14,848 25,282 188 - 40,318
Loss on disposal of property; HENS K&

plant and equipment kB ER - - 2 - - - 2
Allowance for inventories FEEE - - - 191 - - 191
Amortisation of prepaid ANAEE

lease payment 2 - - - 126 - - 126

o]
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Notes to the Financial Statements
B 7% 3R 25 B 5

For the year ended 31st March, 2006 #HE=ZZTT A XF=-A=+—HIEFE

SEGMENT INFORMATION (CONTINUED) 5. DHEEN (&)
Primary reporting segment — geographical segments FTEREDE - HEHE (F)
(continued)
For the year ended 31st March, 2005 (restated) HE_TTRAF=-"A=1T—HIFE
(&)
Other
regions in
Europe USA Hong Kon the PRC Others  Eliminated  Consolidated

B *E EE PEEMME Sl £# &
HK$'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HK$'000
TR TEL TAL TAL TR TR TR

Turnover EXE

External sales HiMHE 121319 773,39 108,695 638,728 61,616 - 1703752

Inter-segment sales* SERTPEE - - 23,827 30,122 - (53,949) -
Total BE 121,319 773,394 132,522 668,850 61,616 (53,949) 1,703,752
Seqment results PEEE 9,869 112,507 17,845 85,723 9,297 - 235,241
Interest income HMERA 2,368
Unallocated corporate expenses A2 EAAFEX (11,386)
Finance costs HEER (11,112)
Profit before taxation REAEA 215111
Taxation HE (18,888)
Profit for the year REFET 196,223
* Inter-segment sales use charged at prices agreed by both * RENBHE R HETHEZ

parties. Bt E-
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Notes to the Financial Statements
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For the year ended 31st March, 2006 #HEZZTT A XF=-A=+—HIFE

5. SEGMENT INFORMATION (CONTINUED) 5. 7HER (&
Primary reporting segment — geographical segments FTERESDE - HEHE (E)
(continued)
As at 31st March, 2005 (restated) RZEZEREF=A=+—RH (KF%)
Other
regions in
Europe USA Hong Kong the PRC Others  Eliminated  Consolidated
B % B TEAMME Hffy i )
HK$'000 HK$'000 HKS$'000 HKS$'000 HK$'000 HK$'000 HK$'000
THT THT ThT ThT THL THL THL
Assets BE
Segment asses NREE 77,440 121,719 110,082 744,375 73,989 - 1,127,605
Unallocated corporate assets FPIRRALE 744,567
Consolidated total assets GRREE 1,872,172
Liabilities 8f
Seqment liabilities PEER 341 - 49,979 281,414 1Ab, - 332,446
Unallocated corporate AARAFEE
liabilities 351,104
Consolidated total liabilities GRESR 683,550
Other information A ER
Additions to property, VS IERS T
plant and equipment &L - - 2,909 4,476 168 - 45,553
Depreciation and amortisation NEREH - - 2,987 22,205 158 - 25,350
Loss on disposal of property, HENE  Ba
plant and equipment R ER - - - 885 - - 885
Allowance for bad and AERARE
doubtful debts 7,780 - - 25,096 - - 32,876
Allowance for inventories GERE - - 2,23 9,631 = = 11,863
Amortisation of prepaid B EEREEH
lease payments - - - 126 - - 126

:§ At 31st March, 2006 and 2005, the Group has only one RZBZERNFR_ZEERAF=_A=1+—
= . . s
S business segment of development and sale of digital B AEEES —BESHE 8IS
g consumer products and therefore no analysis of segment BEEMRBERHEE ALY EZ®RDH
= assets and liabilities is presented. BERBBEZDOM-

S

~§ All of the production facilities of the Group are located AEEBZFREEEREH AN FE-

£ in the PRC.
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Notes to the Financial Statements

B 8 5 B RE

For the year ended 31st March, 2006 #HE=ZZTT A XF=-A=+—HIEFE

OTHER INCOME

Other income for the year includes the following:

6. HltA
FRZEMBAREATEE:

2006 2005

—EERE —TERHF

HK$'000 HK$'000

FTER FET

Interest received on bank deposits RAIT I U 2 F & 4,399 2,368
Gain on disposal of machinery HEFEFE#S

held for sale el & 2,878 =

DIRECTORS’ AND FIVE HIGHEST PAID

EMPLOYEES' REMUNERATION

(i) Details of directors’ remuneration are as
follows:
The emoluments paid or payable to each of the
seven (2005: eight) directors were as follows:

7. EBRTEBEHEEME
() EEHSHBEOT:

ENEENER (ZERREF:
N2)EZBRZMEMT:

Other emoluments

Hit ¢

Salaries

and other
benefits Pension Total
Fees 54k costs emoluments
ik 2 @A RAKEL A MemeE
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET
Pan Su Tong (“Mr. Pan") AEE(DELED - 5,200 - 5,200
Lai Chi Kin, Lawrence R 300 - - 300
Ng Lai Man, Carmen REX 250 - - 250
Cheng Kwan Wai, Sunny HERH 200 = = 200
Siu Wai Yip, James BEE - 840 12 852
Huang Hui HiE - 280 - 280
Dong Zhi Qiang Ed - 989 - 989
Total for 2006 —ETRELE 750 7,309 12 8,071

2006 F #




Notes to the Financial Statements
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For the year ended 31st March, 2006 #HEZZTT A XF=-A=+—HIFE

7. DIRECTORS’ AND FIVE HIGHEST PAID 7. EERILEZRSFHEEMS
EMPLOYEES’ REMUNERATION (CONTINUED) (#&)
(i) Details of directors’ remuneration are as (i) EZEE=MSHEBWOT: (E&)
follows: (continued)

Other emoluments

Hitti &

Salaries

and other
benefits Pension Total
Fees &R costs emoluments
we Hi3g BIRE A Mewm
HK$'000 HK$'000 HK$'000 HK$'000
FTAET TAETL THT THT
Mr. Pan &R - 7,200 - 7,200
Chung Kwan Yat E5H - 900 - 900
Lai Chi Kin, Lawrence RER 300 - - 300
Ng Lai Man, Carmen RBX 221 = = 221
Cheng Kwan Wai, Sunny HER 52 - - 52
Siu Wai Yip, James WiE: - 480 3 483
Huang Hui "B - 177 - 177
Dong Zhi Qiang ot - 96 - 9%
Total for 2005 “TERFEE 573 8,853 3 9,429

o]
9o
£
3
”
(o))
£
33
(9]
T
c
S
IS
kY
c
=)
S
5
O
NS
S
c
)
L2
[}
D3

Annual Report 2006




Notes to the Financial Statements

B 8 5 B RE

For the year ended 31st March, 2006 #HE=ZZTT A XF=-A=+—HIEFE

7. DIRECTORS’ AND FIVE HIGHEST PAID
EMPLOYEES' REMUNERATION (CONTINUED)
(ii) Employees’ remuneration:
Of the five highest paid individuals of the Group,
three (2005: one) are employees of the Group,

details of whose remuneration are as follows:

7. EERITEBREHEEMNSE
(%)
(i) EEM:
EXREBRREZRHFALTH =
% (ZETHF:—%) RAEE
EBE BELHESFBOT:

2006 2005
—EBEXRE —_ZEEERF
HK$’000 HK$'000
FERT FHE T

Salaries, allowances and e EBREMEF
other benefits 3,160 997
Pension costs RREE AR 30 12
3,190 1,009

Their emoluments were within the following bonds:

BEZHMENF THHE

2006 2005

—®BAE —TTHF

HK$nil to HK$1,000,000 Z T £1,000,000% 7T 2 1
HK$1,000,001 to HK$1,500,000 1,000,001 7T & 1,500,000/% T 1 —
3 1

During the year, no remuneration was paid by the
Group to the directors of the Company or the five
highest paid individuals of the Group as an
inducement to join or upon joining the Group or
as compensation for loss of office. None of the
directors of the Company has waived or agreed to

waive any emoluments during the year.

FAAEEYENME TE
ERAUERHEBES/MAR
SERRTSIMAREE 2 8BS
SERBERCHE - FANES
EMEXRBREEMHE -
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Notes to the Financial Statements
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For the year ended 31st March, 2006 #HEZZTT A XF=-A=+—HIFE

8. FINANCE COSTS 8. HHKEH
2006 2005
“BERXRE —ZTTHF
HKS$'000 HK$'000

FTER FHT
Interest on: THEEZANE
Bank borrowings wholly ARAFENEHEER
repayable within five years ZERITIE K (39,404) (9,502)
Other borrowings wholly ARAFENEHEER
repayable within five years 2 B f8 5K - (410)
Finance leases BEMLD (234) (1,200)

(39,638) (11,112)
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Notes to the Financial Statements
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For the year ended 31st March, 2006 #HE=ZZTT A XF=-A=+—HIEFE

PROFIT BEFORE TAXATION 9. FRR¥LAIGEF
2006 2005
—BEANE —ZTTLE
HK$'000 HK$'000
FERT FHIT
Profit before taxation has been B % A1 4 A B 0 BR
arrived at after charging: AT ZIE
Allowance for bad and doubtful RIEREE
debts - 32,876
Allowance for inventories GFERE 191 11,863
Amortisation of prepaid lease B & /8
payments e 126 126
Auditors’ remuneration % S A0 B & 2,100 1,800
Depreciation of property, ME - BERERE
plant and equipment ZHE 28,358 22,480
Amortisation of trade marks RSz B 11,960 2,870
Total depreciation and amortisation TEREHRBE 40,318 25,350
Foreign exchange loss SN EE B 18 10,808 =
Loss on disposal of property, HEWE - HER
plant and equipment HfE BB 2 885
Operating lease rentals in respects HEMEZRE
of rented premises Hofe 7,684 8,735
Research and development costs fift 3% B 2N 3,618 9,360 s
Royalty expenses R i B 2 3,318 429 =
Staff costs, including directors’ BIA B
emoluments BREEZFHS 52,636 38,154 o
i
and after crediting: WEFGFAULTEE : =
at
Reversal of allowance for bad RIERBEHEED =
and doubtful debts 8,228 -
Foreign exchange gain HNEE 5 2 - 106

2006 F #
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Notes to the Financial Statements
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For the year ended 31st March, 2006 #HEZZTT A XF=-A=+—HIFE

10.

TAXATION 10. IR
2006 2005
ZEERE —TTRHF
HK$’'000 HK$'000
FTER FHIT
The charge comprises: BMIEXHBE
The Company and subsidiaries: RAARRHMERRA :
Hong Kong: BE
— Current year —KEE - (8,252)
— Over (under) provision —NEFEBRERE
in prior years (BETR) 356 (144)
PRC Enterprise Income Tax REI{ERTSR (5,010) (10,673)
(4,654) (19,069)
Deferred taxation credit FERLERIBE R
for the year - 181
Taxation charge for the year FEMEZ L (4,654) (18,888)

Hong Kong Profits Tax is calculated at 17.5% (2005:
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 are entitled to exemption

from Enterprise Income Tax under certain tax holidays

and concessions. And one of the subsidiaries established

in Macau is entitled to exemption from income tax under

relevant tax concessions.

Annual Report 2006
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For the year ended 31st March, 2006 #HE=ZZTT A XF=-A=+—HIEFE

TAXATION (CONTINUED)

Pursuant to an approval document issued by the State
Bureau of Dalian dated 25th June, 2004, Matsunichi
Technology (Dalian) Company Limited, a subsidiary of the
Company, had been designated as an advanced
technology enterprise and its income tax rate was reduced
from 33% to 15%. Moreover, Matsunichi Technology
(Dalian) Company Limited was entitled to the two year's
exemption from income tax followed by three years of
50% tax reduction commencing from the first profit-
making year with effect from 2004.

Pursuant to an approval document issued by the State
Bureau of Shenzhen Longgang District dated 20th July,
2004, Matsunichi Information Technology (Shenzhen)
Company Limited, a subsidiary of the Company, had been
designated as a newly established foreign manufacturing
enterprises. As a result, Matsunichi Information Technology
(Shenzhen) Company Limited was entitled to the two
year's exemption from income tax followed by three years
of 50% tax reduction commencing from the first profit-
making year with effect from 2004.

10.

BIE (58)

18 4% State Bureau of Dalian? ==& /Y
FRAZHTRBBEEHZH ARAZ
MEBARMARE (KE) BRAAE
EEREERBEE HMEMEEH
33%HIME15% ° oM A B BHE (K
E)ERARREFEHBRFNZE A
—TENFREAMFZAMEHE#E
WRBER =FZH50% 2 HIEER -

iR ¥ State Bureau of Shenzhen
Longgang Districti A ZZZ WM FE+ A =
THEHZH X RNDFZHE QRN
HESRE ORI AR AFERER
M INERERE AL IRBESER
B ORI BERARREFHRERFZ
FA_EEMFREEREMFZED
e WHREE=FZH50%2HEX
R
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For the year ended 31st March, 2006 #HEZZTT A XF=-A=+—HIFE

10. TAXATION (CONTINUED)

The taxation charge for the year can be reconciled to the
profit before taxation per the consolidated income

statement as follows:

10. ®1E (&)
FEERE S LA E
i Al ETER 20T

fRA MR 2 R AT

2006 2005

—EEANE —ZTERE

HK$'000 HK$'000

FER FHT

(restated)

(E=751)

Profit before taxation B B Al A 219,706 215,111

Tax charge at the domestic
income tax rate of 17.5%
(2005: 17.5%)

Tax effect of income not taxable
for tax purpose

Tax effect of expenses not
deductible for tax purpose

Tax effect of tax losses
not recognised

Effect of tax exemptions granted
to the PRC subsidiaries

Effect of tax exemptions for

offshore profits
Effect of different tax rate
of a subsidiary in the PRC

Over(under)provision in prior years

Taxation charge for the year

Matsunichi Communication Holdings Limited
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RAM TS E17.5%
(ZZTZTHF :17.5%)
STEZHIAX W

ﬁ&mﬁ ﬂM%mWAZ
7%

%&mﬁ T SHMRAZZ
Mg

mﬂﬁaZﬁE%Ez
Mg

BTHENBARZHE
BB

FhEE A 2 BB
BB

H BB B A 7l 2 (A
BMEzwE

BAFE 2 BEEE (BETR)

FREMBEX

(38,448) (37,644)

4,207 146
(4,309) (1,916)
(20,810) (2,690)
32,390 23,295
21,100 =
860 65
356 (144)
(4,654) (18,888)
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For the year ended 31st March, 2006 #HE=ZZTT A XF=-A=+—HIEFE

DIVIDENDS 11. BE
2006 2005
—BERE —ZEREFE
HK$'000 HK$'000
FExT FET
Proposed final dividend of K R AR B AR 4 A

HK4 cents (2005: ZZTREFE : 1.58)

HK1.5 cents) per share 27,477 10,078
2005 final dividend paid —EERFEMNRHARE 10,078 =
Interim dividend of HK5 cents FEA AR BE IR 578 L

(2005: Nil) per share —ETRF  E) 34,344 =
Special dividend of HK7 cents FrRIAR B B 778 (L

(2005: Nil) per share —ETRF  E) 48,081 =
Total dividends paid ERNREBEE 92,503 =

The final dividend of HK4 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.

The directors paid an interim dividend of HK5 cents per
share (2005: Nil) and a special dividend of HK7 cents per
share (2005: Nil) to the shareholders of the Company
whose names appear on the register of members of the
Company on 6th January, 2006.

ARREEFERRERDAREBRAE
- FRAZEANEERRBFRE L
BEBRZHtE-

EZEAR-_ZEERF-ARBAIR
NEBRE LM 2 AR AR KA+ 2
BREFRSEWL(ZZZRF 8 R
AMREER7EN (ZETREF &) -

2006 F #
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For the year ended 31st March, 2006 #HEZZTT A XF=-A=+—HIFE

12. EARNINGS PER SHARE 12. BREAER
The calculation of the basic and diluted earnings per share FRERREERF TRE T 5 E K&t
is based on the following data: i
2006 2005
—BEERE —ZTTARF
HK$’'000 HK$'000
TER FHIT
(restated)
(&%)
Earnings B
Profit for the purpose of basic HRAEERERR
and diluted earnings e m Az &7
per share (profit for the year (RRARIEERFEA
attributable to equity FE& 1t & 2 0 F)
holders of the Company) 215,052 196,223
2006 2005
—BEERE —TTAREF
Number Number
of shares of shares
(restated)
(&%)
R#E A iz 1n 2k B
Number of shares RHBEA
Weighted average number of RAEBRERRFZ
ordinary shares for the purpose T AR N fE T #

of basic earnings per share
Effect of dilutive potential
ordinary shares — Share options

Weighted average number of
ordinary shares for the purpose

of diluted earnings per share

Matsunichi Communication Holdings Limited

Annual Report 2006

BEEEERR T E
—ERE

Wit ESREERT 2
23 B8 049 2

677,701,160 532,037,503

8,356,667 11,690,045

686,057,827 543,727,548




Notes to the Financial Statements

For the year ended 31st March, 2006

B 8 5 B RE

BHE-_ZZRF=ZRA=1+T—HILEFE

12. EARNINGS PER SHARE (CONTINUED) 12. BRER (&)

The following table summaries the impact on earnings

per share as a result of changes in accounting policies: TE:

Impact on basic

earnings per share

TERBAR

EBREDHEREN

Impact on diluted

earnings per share

HERER HEeREE
Bilzxg Bilzzg
2006 2005 2006 2005
ZRBAE —TTHF ZBEAE _—TTILF
HK cents HK cents HK cents HK cents
AL Rl &AL Rl
Figures before adjustments ABAEHT 32.50 37.92 32.11 37.10
Adjustments arising from HestBRg
changes in accounting EEZRHE
policies (see note 2) (R FFzE2) (0.77) (1.04) (0.76) (1.01)
Reported/restated HE R ET 31.73 36.88 31.35 36.09

2006 F #
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For the year ended 31st March, 2006 # %=

13.

PROPERTY, PLANT AND EQUIPMENT

TEAE=AST-ALEE

13. ME HBERRE

Furniture,
Plant fixtures
and Leasehold and
Buildings machinery  improvements equipment Motor
HER HENE & vehicles Total
BT EY ] %% REREM RE 4%
HK$'000 HK$'000 HK$'000 HKS$'000 HKS$'000 HK$'000
TEn TAn Thn Thn Tin TAn
THE GROUP :S-)
AT COST B
At 1st April, 2004 R-ZEMERA—H 71,675 155,627 4,419 4,169 4,702 240,592
Additions Em 36,981 6,590 - 1,210 172 45,553
Disposals e - - (525) - (1,702) (2.227)
At 31st March, 2005 R-ZERE=A=1-H 108,656 162,217 3,894 5,379 3,772 283,918
Additions B 104 3,627 1,890 705 1,330 7,656
Disposals HE - - (2,086) - (698) (2,784)
At 31st March, 2006 R-ZEREZA=1-H 108,760 165,844 3,698 6,084 4,404 288,790
DEPRECIATION AND  HER 4
AMORTISATION
At 1st April, 2004 R-ZEMERA—H - 8,009 1,244 825 567 10,645
Provided for the year FERE 1,487 17,055 1,551 1,586 801 22,480
Eliminated on disposals £ - - - - (247) (247)
At 31st March, 2005 R-ZERE=A=1-H 1,487 25,064 2,795 2,411 1,121 32,878
Provided for the year FERE 3,171 20,876 1,626 1,874 811 28,358
Eliminated on disposals £ = = (1,993) - (188) (2,181)
At 31st March, 2006 R-ZEREZA=1-H 4,658 45,940 2,428 4,285 1,744 59,055
CARRYING AMOUNT  REf
At 31st March, 2006 ~ WZZZ5/ E=A=1-H 104,102 119,904 1,270 1,799 2,660 229,735
At 31st March, 2005 R-BZHRE=A=1-H 107,169 137,153 1,099 2,968 2,651 251,040
Note: On 31st July, 2003, the Group entered into a purchase Mizad: RZTZE=F+tA=+—H F&H

agreement to acquire the entire equity interests in Best
Concord Group Limited, which beneficially owned the
plant construction situated at Shenzhen, the PRC, from
Matsunichi Communications (Hong Kong) Limited, a
company which was wholly and beneficially owned by
Mr. Pan, a substantial shareholder and a director of the
Company, at a consideration of HK$78,000,000, which
is included in the buildings. The remaining balance
outstanding as at 31st March, 2006 of HK$11,700,000
has been included in the amount due to a related
company in the current liabilities (see note 26) 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, 2006.

AV—HEERE MRBEA(F
7 ) AR A A W EEBest Concord
Group Limited,Z 2 BP &4 - #A B & &1l
(BAB)BERAANARBIEERR
REEELETENREZHE Best
Concord Group Limited B E 5% A
R BERYIT 2 B2 -6
Z K18 7%78,000,0007% 7T * A 4
BIARBF R_TEREF=
—EH‘EHWﬁEEHZﬁ%*”
11,700,000/8 T * Eﬂ ARE
FE — RIRAE A R B (R
26) F’H‘J‘hfﬁﬁﬁnﬁkﬁ%%%%
Best Concord Group Limited# % 1E
X & &0 - LA R E 15 Best Concord
Group Limited & B F IR EFTH 2 —
DA EREX - R_TTRF=A
=t+t—B ZEEBETHEARTKC
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PROPERTY, PLANT AND EQUIPMENT s

(CONTINUED)

Notes to the Financial Statements

B 8 5 B RE

For the year ended 31st March, 2006 #HE=ZZTT A XF=-A=+—HIEFE

The buildings are located on lands held under medium

term lease and are located in the PRC.

The carrying amount of the Group’s plant and machinery
includes an amount of HK$730,000 (2005: HK$32,855,000)
in respect of assets held under finance leases.

The above items of property, plant and equipment are

depreciated on a straight line basis of the following rates

per annum:

Buildings

g¥

Plant and machinery

W2 R im

Leasehold improvements

g

=4

HEMEES

Furniture, fixtures and equipment
B R R

Motor vehicles

A

MR B RRE (E)

HEFURAFHEOFE 2 L LI
(VAL

NEEZ TS MEEZ REES A
BERLFE 2 EEFTEFREE A730,000
B (ZEZE R 432,855,000 7T) °

E SRR E GAET
5 £ R I

Over the estimated useful life of 20 years,

or the unexpired term of the relevant lease,

whichever is shorter

“tEZAFARFHRESKARBEORANUREHESE)

10% - 20%

Over the estimated useful life of 5 years or

the unexpired term of the relevant lease,

whichever is shorter

hEZAEFARFRREHGEBEORAR AREREHE)

20% - 33':%

20%

2006 F #
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14.

TRADE MARKS 14. BHE
THE GROUP NEE
HK$'000
FET
cosT R
Acquired during the year ended REBEE-ZTRE=A=1T—HIEFER
31st March, 2005 and WHEEKR_ZZRFENA—H2&%
balance at 1st April, 2005 229,600
Acquired during the year FRUEE 22,050
Balance at 31st March, 2006 RZZEERF=ZA=+—H#&H 251,650
AMORTISATION e
Balance at 1st April, 2004 RZZZTWNFNHA—BZ#&& =
Charge for the year FEXH (2,870)
Balance at 1st April, 2005 RZZETHFENA—B&#H (2,870)
Charge for the year FELTH (11,960)
Balance at 31st March, 2006 RZTEERNF=ZA=+—"H#&% (14,830)
CARRYING AMOUNTS BREE
At 31st March, 2006 RZEZRF=H=+—H 236,820
At 31st March, 2005 RZEZTHFE=HA=+—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.

RZZBZNFE+—A=B AEEHH
HNABEBREEAR QA ([1A B R
S8R RERMNBEREGRAF
([BERMAERE]) ERDBEBARK
B BERAR ([ERLABAR])
REMALTE Y MIEEE HE AKE
[MMBIEE REEL BREEER
SRR BB R B AINE R S [E 2 R
(IEFBMEE]) RIARREZER ([
BEEE]) mELEERNABEKRSER-
BRI BEERERDBBAR RS
BEnEx (GHEAIZFWESEHE])-
K& A3 £ 20,000,000/ T & %17
95,000,0000% & X F1E0.05%8 T 2 ¥7 &
il A D
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For the year ended 31st March, 2006 #HE=ZZTT A XF=-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. The 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 PRC trade marks agreement was completed on 1st
November, 2005, and accordingly, 15,000,000 ordinary
shares were allotted and issued to Jade Forest Limited on
that date at a price of HK$1.47, being the closing price
of the shares.

The fair value of trade marks at the date of acquisition
could not be estimated reliably. Accordingly, the fair value
of trade marks are measured by reference to the fair
value of the equity instruments granted, measured at the
date the Group obtained the trade marks.

Both the non-PRC trade marks and the PRC trade marks
are amortised over their estimated useful lives of 20 years.
In the opinion of the directors of the company, the
underlying value of the trade marks was not less than

their carrying amount as at the balance sheet date.

14.

R (&)

FHZEWBEE AR RERREN =
STRF A A RITZRERER
Ag EIFR B R IEIEH B E
I8 £ 20,000,000/ T B X M
80,000,000k N AR EBRITER-F
TRF—A-+HBEETRERETAH
REEIAERBA EHARER
229,600,0007 7T 2 #22.627%8 7T (B AR A&
ARODR=ZZEZERE—ATHBEARE
ERGEEPEEEEHEER 2 WM
&) 2 (E1% 3817 2.80,000,0000% A~ 2 F)

=EAR -

PEEEREOCR ST RFE+—A—
B 5EA Bl It 15,000,0000% 3@ A% 2 %
B RIR1.478 T 2 B (AR 2 W
&) fic 2 & 217 ¥ Jade Forest Limited °

REE B ZAERAFEELRA G
A AR AFETI2EMFE LR
AERTAZANTVEFE IRAEE
REEEREzZAMFE-

FHEERERPEFHEINEGE B
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15.

Matsunichi Communication Holdings Limited

16.

INVESTMENT IN SUBSIDIARIES 15. RIBARKRE
THE COMPANY
KA
2006 2005
ZEEXNFE _—_TEThHEF
HK$’'000 HK$'000
FER FHT
Unlisted shares, at cost FELETARMG « A 78,000 78,000
Unlisted capital FELEMEE  EKAE
contributions, at cost 163,188 158,139
241,188 236,139
Particulars of the Company’s principal subsidiaries at 31st KA EEWBA —ETRF=H
March, 2006 are set out in note 40. =+—H Zéﬂﬁﬁ’:\fﬁﬁm o
PREPAID LEASE PAYMENTS 16. FENHEERE
The Group's prepaid lease payments represent land use RNEE 2 B EFIE T 5 AR AR 49
rights situated in the PRC under medium-term leases. FRAEMRFBEZ TR
THE GROUP
rEE
2006 2005
—EBEXRE —_ZEEERF
HK$'000 HK$'000
THET FHIT
Analysed for reporting purposes as: FImEERIEE DT -
Current portion B ER 1D 126 126
Non-current portion ERBE D 5,670 5,796
5,796 5,922

Annual Report 2006
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For the year ended 31st March, 2006 #HE=ZZTT A XF=-A=+—HIEFE

OTHER ASSETS 17. HibEE
THE GROUP
AND THE COMPANY
AEERAKD A
2006 2005
—BEERE —TTAREF
HK$'000 HK$'000
FTER FHIT
Club debentures 2MES 610 610
Less: Impairment losses recognised Ji @ B R 2 BEE B (520) (520)
20 90
The club debentures are having an indefinite useful life EMEFHEERBENFEN RAR
because they are expected to generate economic benefit B 8 E % 78 B 0] £E PR AR A5 2R AS B ) &5 o
indefinitely. The club debentures are tested for impairment EMEFREFL2EMEETRENR-
annually by reference to the market value.
INVENTORIES 18. &
THE GROUP
TEE
2006 2005
—EEANE —ZTERE
HK$'000 HK$'000
FERT FHBIT
Raw materials R 54,847 150,446
Work in progress F B R 2,390 7,739
Finished goods BUEL o 11,745 28,912
68,982 187,097
MACHINERY HELD FOR SALE 19. FHEFEKSS
THE GROUP REHFH

Machinery held for sale was stated at cost. During the
year ended 31st March, 2006, 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, 2006 in full.

BFIEGEMRDIERAAER -BEZF
ERFEZA=ZT—HLEFE A£EH
—BE=FIN—HEEHZ UNRE
#9 /27,000,000 7T [} & F£F 1E 7 & #
B REERZZEZRNEFNA+tLE2
Ao

2006 F #

Vi3

m
]

o 5 M




Notes to the Financial Statements
B IS SR M aE

For the year ended 31st March, 2006 #HEZZTT A XF=-A=+—HIFE

20. TRADE AND OTHER RECEIVABLES 20. FEWBRFA I H {th B WK 1E
THE GROUP
rEH
2006 2005
—BEERE —TTREF
HK$’'000 HK$'000
TER FHIT
Trade receivables & s BR 3K 615,893 667,140
Less: Allowance for bad and o REBREE

doubtful debts (26,043) (32,505)
589,850 634,635
Other receivables H b f& Y 5K I8 38,546 24,789
628,396 659,424
The Group allows credit periods ranging from 30 days to AEBGTEHEPZEEHN F30H
180 days to its trade customers. Longer credit periods Z180H -HHEERBYRPRITEKH

are granted to several well established customers with BeRFPAEGSRRZEEER-

long business relationship.

An aged analysis of trade receivables at the balance sheet AT AREE R UREE D 2 EIKERR
date is set out as follows: vaR)ik
THE GROUP
rEE
8 2006 2005
5 —RYAE —TTHF
i HK$'000  HK$'000
= THT FHT
S
E 0 — 30 days ZFZE30H 57,649 187,617
é 31 - 90 days 31%E90H 25,718 122,286
S 91 - 180 days 912 180H 323,036 247,404
:~S Over 180 days 180H M E 209,490 109,833
c
2
g 615,893 667,140
The fair values of the Group’s trade and other receivables NER B 2 PR U BR R E A E W IB R =
at 31st March, 2006 and 2005 approximate their EERFR_ETRAF=-A=+—AH2
corresponding carrying amounts. AFENESREKEE-
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AMOUNTS DUE FROM RELATED 21.

COMPANIES

Particulars of the amounts due from related companies in
which Mr. Pan, a director of the Company, has beneficial
interests are as follows:

f& Wa BE & 1~ B ;IR

N

AREERRLLEEntEan B
BRERRIREZFRBHT:

THE GROUP
rEE
Balance Balance Maximum amount
at at outstanding

Name of related company 31st March, 2006 1st April, 2005  during the year

R-ZZEERF=RA R-ZZHF FRERKE

BELAER St-Be#&% HA-BZ&H REAZEEIE

HK$'000 HK$'000 HK$'000

TEL TR TET

RERMEF(RINERAT 245 - 245

RAFEELESRA 1,888 - 4,000
2,133 =

The amounts are unsecured, interest-free and repayable
on demand. The directors of the Company consider the
carrying amount of amounts due from related companies

approximates its fair value.

PLEDGED BANK DEPOSITS 22.

THE GROUP

The amounts represent deposits pledged to a bank to
secure short-term banking facilities granted to the Group
and are therefore classified as current assets.

The deposits carried fixed interest rate at 1.15% to 2.5%
(2005: 0.33% to 1.78%). The pledged bank deposits will
be released upon the settlement of relevant bank
borrowings. The fair value of bank deposits at 31st March,
2006 and 2005 approximates its carrying amount.

BRARALERR 2B RRERER-
ARAREERR BRRBERRKEALZ
FREENEEREAFE

SEFRITER

rEE
BRI EE IR T RTZFR AR
BETAREZENRTRE KR
SEARDAE-

FRRESTE BEXRE1.15%%E2.5%

“TETRF:033%%1.78%) - 2 I
IRITERERERE BRITERERR
K- BIERR_ZENER_TFT
AF=A=1t—BZATFENESRE
REE-
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23.

OTHER FINANCIAL ASSETS AND
LIABILITIES

THE GROUP AND THE COMPANY

Bank balances and cash

Bank balances include short-term bank deposits which
carry effective interest rates ranging from 1.25% to 2.98%
(2005: 0.36% to 1.89%). The fair value of these assets
at 31st March, 2006 and 2005 approximate their
corresponding carrying amounts.

THE COMPANY
Amounts due from subsidiaries/amount due to a

subsidiary

The amounts due from/to subsidiaries are unsecured,
interest-free and repayable on demand. The fair value of
these assets and liabilities at 31st March, 2006 and 2005

approximates its carrying amount.

Annual Report 2006
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24. TRADE AND OTHER PAYABLES 24. R H At B FRIE
An aged analysis of trade payables at the balance sheet AT AREE B ARK S 5 2 ERERRK
date is set out as follows: b2l
THE GROUP
rEH
2006 2005
—EER —TTRF
HK$’'000 HK$'000
FTER FHIT
0 - 90 days EZE90H 34,644 192,544
91 - 180 days 912 180H 16,063 42,923
Over 180 days 180H MA 25,730 29,137
76,437 264,604
Other payables H A & < 5K IE 130,951 55,154
207,388 319,758
The fair value of the Group’s trade and other payables at RNEE 2 FEABR R B N RRIB R =
31st March, 2006 and 2005 approximates its carrying TERNFR_FETRF=ZA=F+—HZ
amount. ANFEABESERHEREE:
AMOUNT DUE TO ULTIMATE HOLDING 25. BNERERARMRE

25.

COMPANY

THE GROUP AND THE COMPANY

The amount is unsecured, interest free and repayable on
demand. The directors of the Company consider the
carrying amount of amount due to ultimate holding
company approximates its fair value.

REERADT
BRARALDERR B RRERER-
ARREERR BNRREZERARR
BHERHAENREREATFE.
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Notes to the Financial Statements
B IS SR M aE

For the year ended 31st March, 2006 #HEZZTT A XF=-A=+—HIFE

26. AMOUNT DUE TO A RELATED 26. BN —HEEBEERQAMRE
COMPANY
THE GROUP AND THE COMPANY AEBRARQF
The amount represents amount due to Matsunichi ZHRELAERNBRAEN (BB BRA
Communications (Hong Kong) Limited in which Mr. Pan Rl HRIE - EBEERMBEN (B A
is the ultimate shareholder and a director (see note 13). ARz &EBRRERES (RHFE13) -
The amount is unsecured and interest free. In the opinion ZREDNEERRRE-EERA Ll
of the directors, the aforesaid registration of land will be T E R R ARK+ — 8 A 5 Bk
completed within the next twelve months and accordingly, ZARBEDERRBEE-

the amount has been classified as current asset.

The fair value of the amount due to a related company at EN—HEEARRERZZTEAER
31st March, 2006 and 2005 approximates its carrying —EERF=A=+—HzZ2AFELIHE
amount. FRERMEE-
27. BANK BORROWINGS 27. RITEXR
THE GROUP
rEE
2006 2005
—RRAF -“TTHF
HK$'000 HK$'000
FExT FET
Bank loans RITEN 56,580 56,580
Trust receipt loans EE B E R 833,812 242,774
Bank overdrafts RITEX 964 2,999
el
2
£ 891,356 302,353
3 Analysis as: DFMT
I
s Secured BB A 2,946 2,830
3 Unsecured 4 45 390 888,410 299,523
5
=
§ 891,356 302,353
3
(=
3
3
3
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Notes to the Financial Statements
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For the year ended 31st March, 2006 BZE-—TZ A RF=A=+—HILFE

BANK BORROWINGS (CONTINUED) 27. RATER (&
The Group’s bank borrowings that are denominated in IAARRRINBE BB AINE RSB 2R E
currencies other than the functional currency of the EIRITERFEINOT

Company are set out below.

THE GROUP
rEE
RMB’000
TARK
At 31st March, 2006 R_BEARF=ZA=1+—H 859,489
At 31st March, 2005 RZZEZERF=A=+—8 243,933
The Group's bank loans represented a revolving one year AEBZRTERDE—FHERE
loan and are arranged at an average rate of 5.58% (2005: oW FHFE558% (ZEFRF:
5.58%). 5.58%) &t Be
The trust receipt loans and bank overdraft carry interest S BIEER RIRITE IR EEMIH T
at prevailing market rates. EErBe
A portion of the trust receipts loans is utilized under the HHORBRITHERBANETREBEER
bank facilities in which are guaranteed by China Export & BHABEEAERRRERAREER.
Credit Insurance Corporation
The fair value of the Group’s bank borrowings at 31st REERTEFRR-_ZEZERER-ZZE
March, 2006 and 2005 approximates to the corresponding AFE=A=+—HZATFENHENE
carrying amount. BRTEI(E -
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Notes to the Financial Statements
B IS SR M aE

For the year ended 31st March, 2006 #HEZZTT A XF=-A=+—HIFE

28. OBLIGATIONS UNDER FINANCE LEASES 28. REERYEIE

Matsunichi Communication Holdings Limited

Minimum

lease payments

Present value
of minimum

lease payments

REX BREX M
HEHE HEeBE2HRE
2006 2005 2006 2005
ZEERFE —_TTHFE ZBERE _TELF
HK$'000 HK$'000 HK$'000 HK$'000
FHET FE T FET FE T
THE GROUP rEH
Amounts payable under R E L
finance leases: etz &% ¢
Within one year —FR 306 15,134 252 14,106
In the second to fifth year E_EZERF
inclusive (BREEEMSE) 467 13,713 431 12,626
773 28,847 683 26,732
Less: Future finance charges W RKMEER (90) (2,115) - =
Present value of lease obligations T #4)&# 2 3 & 683 26,732 683 26,732
Less: Amounts due for settlement 3 : — 45 A ZI| £f
within one year EENE (252) (14,106)
Amounts due for settlement —FREHESR
after one year A 431 12,626
The lease terms are three years. Interest rates are fixed at MOFHAE=F-FERETILEL A H

the contract date. All leases are on a fixed repayment

basis and no arrangements have been entered into for

contingent rental payments.

The fair value of the Group’s obligations under finance

lease was determined based on the present value of the

estimated future cash flows discounted using the

prevailing market rates at the balance sheet dates

approximate to their carrying amount.

BT -FARNIRABEEERELE I
B VERNARXNRAEEZ 28

AEEREBOARE 2 A FERERA
REFBZETEMHMN KR ZEFR
KEEREREFE THHEERERK

[EIRIER
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For the year ended 31st March, 2006 #HE=ZZTT A XF=-A=+—HIEFE

29. SHARE CAPITAL 29. RRZ<
Number of shares Share capital
gt 4E! [N
2006 2005 2006 2005
ZEERE “2ThE “EERE —ZThf
Notes HK$'000 HK$'000
i3 TEn TEL
Ordinary shares of FHREE0.055 T
HK$0.05 each ZERR
Authorised: AIE
At 1st April, and REA—B R
31st March, R=R=+—8H 10,000,000 10,000,000 500,000 500,000
Issued and fully paid: BETRER
At 1st April, REA—H 669,086,683 509,086,683 33,454 25,454
Issue of new shares BHRA (a) 15,000,000 80,000,000 750 4,000
Issue of new shares by ARERAET
way of placement ikt (b) - 80,000,000 - 4,000
Issue of new shares upon AT E
exercise of share options BOMRA (© 6,300,000 = 315 =
Shares repurchased and BERFHERR
cancelled (d) (3,462,000) - (173) -
At 31st March, W=A=1+—H 686,924,683 669,086,683 34,346 33,454
(a) Pursuant to an agreement dated 3rd November, (a) BIER=_ZTZENF+—H=HHE
2004 for the acquisition of the trade marks from MBEEER (BALEHAE
MIHL, a company in which Mr. Pan has a beneficial mEEZAA) G EEE
interest, 80,000,000 and 15,000,000 new shares 5] M Z % &%  80,000,000/% &
of HK$0.05 each in the Company were issued and 15,000,000 & iX I {8 0.05/8 JT
allotted to MIHL or its nominees on 24th January, ZARRBFBRODED RS B
2005 and 1st November, 2005 respectively. All AF—A-+HWBER-_ZTZTRHF m
shares issued rank pari passu with the then existing +—RA—BETREETIAB -
shares in issue in all respects. BREBESHERB A MBEEEST

;H

WS HEEREE 2 AAE
BT E R S

2

o 5 M
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For the year ended 31st March, 2006 #HEZZTT A XF=-A=+—HIFE

29. 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.

During the year, 800,000 shares of HK$0.05 each
in the Company at a price of HK$1.3 per share
was issued upon exercise of share options granted
on 5th February, 2004. During the year, 5,500,000
shares of HK$0.05 each in the Company at a price
of HK$1.54 per share was issued upon exercise of
share options granted on 20th April, 2004.

During the year, the Company repurchased its own
share through the Stock Exchange as follows:

29. B (,,.;%-E)

(b)

R—_EERF_A_+=8"
Jade Forest[d B & #2.6/8 T2
BREBILREARRE
80,000,0000% & i% [ {£0.057 7T
ZARNARBRMD -BEBREFRR
MR EERE_A=-+=H2Z
W E2.8258 L #T7#8% °

[@ B ' Jade Forestd B 1% &% 2.6
78 T0 2 B 1% 52 8£80,000,000% &
A& E{E0.058 7t 2 A 2 &) ¥ i
BoBTREZRMHDBEERER
AIZERBBAEEETRAZ
13.6% RETEAREBETRAZ
12.0% - ZERMHER =TT H
FZANBEZERET-FMEE
BIIRMES TEHEER 2R
EEBTROH=ZEREER-

FNRZZEZENF_AREHE
2 BRI R ERER1.3
BT Z B EET S IREE0.05%
JC Z 800,0008% 2 2 & J& 17 ° F
N-R-_ZZNEMA-+BE
HzBRETEE BEERER
1548 2 BRETAR T ERK
H{B0.05/% Jt 2 5,500,0004% A%

{/‘\ ®

FRARRIEBHIAERH
KERMDWT:

No. of Price Aggregate

Month of ordinary shares of per share consideration

repurchase HK$0.05 each Highest Lowest paid

BREE0.058BTZ BRER

BE AR EEREAE RE =434 ENRERRE

HK$ HK$ HK$'000

BT BT TET

July, 2005 3,462,000 1.65 1.55 5,691
—ZETRELH

The above shares were cancelled upon repurchase.

None of the Company’s subsidiaries purchased, sold
or redeemed any of the Company’s listed securities
during the year.

EA B B BB B B S o

ARAZMBARNRFALERE b
EXBEOARBEMEHE S
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For the year ended 31st March, 2006 #HE=ZZTT A XF=-A=+—HIEFE

SHARE OPTIONS
The Company operates a share option scheme (the
“Scheme”) for the purpose of providing incentives or

rewards to participants.

Under the 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 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
Scheme is not permitted to exceed 10% of the total
number of shares of the Company on the date of adopting
the Scheme. An option may be exercised at any time
within ten years from the date of grant, upon payment
of HK$1 on acceptance.

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 exercisable period
of the share option granted is determinable at the entire
discretion of the board of directors but the exercisable
period will not exceed a period of ten years immediate
after acceptance of grant.

30.

fa I
AAFEE—EWRE S ([%5
B AEBREFLRE-

REEZE ARBEEEAREER
BE(BEARARENBRRAZE
F)REBREERYGERER X
B-AERMEENREETETZERR
BARRRD A RERTAER ()
ARE DR EBER B B 3
ZWHE: (i) RAF RO N ERBER
RELEMANAERSBEBIMZT
e & R (i) AR AR 2 EE
(AEZERE) REZ MR HEZ
BRERETERAZETZROKSHAE
TAIBANRAZE RHZAAFE
BITRIDBEZ10% o REEMRFE X F1
BTk BRER AR L Z B 10F
WA B R 7T {5

BEZTERLEREZH TRE
ZBEHRBF28ANBEARAER - BR
LERE,ZBHRTEHRESE S
BRET BOFEHTSEaERRLE
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For the year ended 31st March, 2006 #HEZZTT A XF=-A=+—HIFE

30. SHARE OPTIONS (CONTINUED) 30. BIRE (&)
The following tables disclose details of the Company’s TREBRFNHEE (EEHRINFE
share options held by employees (other than directors) ZARABEBREZFBEREBHREEZ
and movements in such holdings during the year: =
Number of share options
ERESA
Outstanding Outstanding Outstanding
at at at
Subscription 14,2004 Granted 1.4.2005 Granted Lapsed Exercised 31.3.2006
price Exercisable H-33mE during  R-ZBEE during during doring  R-EZAE
Date of grant per share period BA-H the year BA-A the year the year theyear ZA=T-H
RHRS SRARE s WATR  EmEHR WAfE  FRCRE  FAEAN  EAEAE LESIE
HKS
BT
(Note)
(K&
5.2.2004 130 5.2.2005 to 2,550,000 = 2,550,000 = (1,225,000) (50,000 1,275,000
422014
ZEIMECATA “ESRECARRE
“2-mECARA
5.2.2004 130 5.2.2006 to 2,550,000 - 2,550,000 - (1,225,000) - 1,325,000
422014
ZZIMECALA ZEENECARRE
“2-mECARA
20.4.2004 154 20.4.2004 to - 8,350,000 8,350,000 = (1,950,000) = 6,400,000
?&_, 19.4.2014
£ “22RERA-1A “23MERA=1AE
o “-BERATAR
l§ 28.9.2005 143 28.9.2005 to = = - 8,100,000 (300,000 = 7,800,000
kS 27.9.2015
o SERREAACTNR CRREEAACTARE
3 “2-FEARZ T
S
2
S 5,100,000 8,350,000 13,450,000 8,100,000 (4,700,000) (50,000) 16,800,000
c
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Notes to the Financial Statements

For the year ended 31st March, 2006

B 8 5 B RE

BHE-_ZZRF=ZRA=1+T—HILEFE

30. SHARE OPTIONS (CONTINUED) 30. BRHE (&)
Details of share options held by the directors of the M ERFTMBEARRARESRAE 2 BIRE
Company are as follows: BT
Number of share options
BREYE
Outstanding Outstanding Outstanding
at at at
Subscription 1.4.2004 Granted 1.4.2005 Granted Lapsed  31.3.2006
price Excercisable ~ WZ-ZEME during R-ZERfE during during WZZEXRE
Date of grant per share period MA-A the year mA-H the year theyear =B=1-H
RiiAH BRABE s HATE  ERERH WATE FRERE  FRABAX HRTE
HKS$
AT
(Note)
(B&E)
5.2.2004 1.30 5.2.2005 to 1,300,000 - 1,300,000 - (1,150,000) 150,000
4.2.2014
ZSSME_ARA “ZERE_ARA%R
“E-ME_AWA
5.2.2004 1.30 5.2.2006 to 1,300,000 - 1,300,000 - (1,150,000) 150,000
4.2.2014
ZSSME_ARA “ZERE-ARAR
“EZ-ME_AWA
20.4.2004 1.54 20.4.2004 to - 500,000 500,000 - - 500,000
19.4.2014
ZSSNENAZTA ZZSMENAZTAE
Z2-REMATAA
28.9.2005 1.43 28.9.2005 to - - - 3,500,000  (2,000,000) 1,500,000
27.9.2015
ZEEREAAZTR ZEERENAAZTN\BE
ZE-RENA=TtA
2,600,000 500,000 3,100,000 3,500,000  (4,300,000) 2,300,000

2006 F #




Notes to the Financial Statements
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For the year ended 31st March, 2006 #HEZZTT A XF=-A=+—HIFE

30. SHARE OPTIONS (CONTINUED) 30. BERRAE (8)
Details of share options held by other participants of the AATREMREEEE EREFERE
Company are as follows: m

Number of share options

BREYE
Outstanding
Outstanding at Outstanding
Subscription Exercisable at Granted 1.4.2005 Exercised at
price period 1.4.2004 during HM=33If% during 31.3.2006
Date of grant per share s  N-ZEME the year MmE-A theyear MWZZETRE
RiiAH SRIEE HATE BA-ABKTE ERERH WATE  FREFE  ZASt-H
HKS$
BT
(Note)
(Bz)
5.2.2004 1.30 5.2.2005 to - 6,150,000 6,150,000 (750,000) 5,400,000
“EZTME_ALA 422014
“ZERE-_ARA%R
“EZ-ME_AWE
5.2.2004 1.30 5.2.2006 to - 6,150,000 6,150,000 - 6,150,000
“ZZMF-R1A 4.2.2014
ZSE FZARAR
“E2-ME_AWA
?&_, 20.4.2004 1.54 20.4.2004 to - 21,150,000 21,150,000 (5,500,000) 15,650,000
E “ZIMERA-TH 19.4.2014
o “TERENAZTRE
3 “E-MERATAA
S
_§ - 33,450,000 33,450,000 (6,250,000) 27,200,000
-
S Note: The closing prices of the Company’s shares immediately Miz: XAABROREEELAR-_TZT
£ preceding the date of grant of 5th February, 2004, 20th WE-—_RAH ZTTWPFMA=F
5 April, 2004 and 28th September, 2005 were HK$1.30, ARZZZERFAA=-TNBZHK
E HK$1.48 and HK$1.43, respectively. MED B A1.308 T 1.488 L &

1.43# T °
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For the year ended 31st March, 2006 #HE=ZZTT A XF=-A=+—HIEFE

SHARE OPTIONS (CONTINUED)
The vesting period ends on the date the exercisable period

of the share options begins.

In respect of the share options exercised during the year,
the weighted average share price at the date of exercise
is HK$1.42.

The estimated weighted average fair value of the options
granted on 5th February, 2004 and 28th September, 2005
are HK$0.4106 and HK$0.4235 per share, respectively.
The fair value was calculated using the Black-Scholes

option pricing model. The inputs into the model were as

30.

e (%)
57 B E 70 M AR 7T (50 A0 B BB AR A
%0

RFEABRTEZEBRENS RITEAR
HiZ iEF B R1.428 7T

R-ZEZNFE AR -_TTAFAN
R+ N\BERE 2 E&E 2 e mET
BHRFEDNREETKR04106E TR
0.42358 - A FETEAM N -8R
HEEERAFE KX AZEE

follows: R
5.2.2004 28.9.2005
—EENE —EZTREF
—HAEH A=+ NH
Share price (B HK$1.3 HK$1.43
Exercise price TEE HK$1.3 HK$1.43
Expected volatility 8 B R 18 44% 44%
Expected life T8 HA 4% HA 10 years 10 years
Risk-free rate i e B X 3.97% 4.18%
Expected dividend yield 8 HA A% B W = 6% 6%

Expected volatility was determined by using the historical
volatility of the Company’s share price over the previous
twelve months.

The Group recognised total expenses of HK$5,192,000
(2005: HK$5,516,000) related to equity-settled share-

based payment transactions during the year.

The Black-Scholes option pricing model requires the input
of highly subjective assumptions including the volatility
of share price, changes in subjective input assumptions

can materially affect the fair value estimate.

BHRERABARARENBE T =@
RAZBERBEE-

AEERE R ARG E 2 AR &
EMINRARZERZIAXBER
5,192,000/ 7T (= FF R4 5,516,000
AETL)

BAOR-FRNTHEEERAZRGTA
SEIBZERERR SRRERE
M AT BRRERRLBREH AT Y
RPEZBABEBREATE-
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For the year ended 31st March, 2006 #HEZZTT A XF=-A=+—HIFE

31. RESERVES 31. f#fE
THE GROUP REH
Details of changes in reserves of the Group are set out in AEEFEHEEHFBHNEIH AL
the consolidated statement of changes in equity on page EHERESERNA-
35.
Capital reserve represents the loans waived by former BERFHEETREEWE QR 2818
minority shareholders of a wholly-owned subsidiary in the ARER F e 2 BE SR RIR E AR B - 5% 5K8
PRC. Pursuant to local regulations, this amount has been EEREWBAR 2T DIRFHEEA-

transferred to a non-distributable reserve of the subsidiary.

PRC statutory reserves are reserves required to be R B UK RE R R B R A AN A R R B
maintained under the relevant PRC laws applicable to NElZ AR BEGIRE R 2 FHE
PRC subsidiaries of the Company and are non-distributable I 4 B B A Bl 2 DA Ik R 4 o

reserves of the subsidiaries.

Matsunichi Communication Holdings Limited

Annual Report 2006



31.

RESERVES (CONTINUED)

Notes to the Financial Statements
B A& 3R 5 B 5

For the year ended 31st March, 2006 #HE=ZZTT A XF=-A=+—HIEFE

31. B (&)

THE COMPANY P N/NE]
Accumulated
Share-based (losses)
Share  compensation Special Capital profits
premium reserve reserve reserve it Total
RORE  ROBERE KHRE Bl (BE)EA g
HK§000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ThL ThL ThL ThL ThL ThIL
Balance at 1t Apri, 2004 R-EEMENA-AER
- as originally stated -BEET 691,151 - 45,255 - (266,860) 469,546
- effect of change in accounting -EHRRRY
policies (note 2) 152k - 940 = - (940) -
- 3 restated - &5 691,151 940 45,255 - (267,800) 469,546
Issue of new shares (note 29) ARG (M) 409,600 - - - - 409,600
Expenses incurred in connection RERAHER
with issue of new shares Pa (5,550) = = = = (5,550)
Recogition of equity settled share-based ~ BZNRALEE ZHR
payments BEBZHR = 5,516 = = = 5,516
Profit for the year RERET - - - - 24193 24193
Transfer upon full settlement of all RREEALHAH
outstanding debts at the effective RHEENE
date of the share capita FEEERR
rearganisation (Note) &2 (i) - - (45,255) = 45,255
Balance at 31st March, 2005 RERNEZAZT-BER 1,095,201 6,456 - - 19,391 1,121,048
Issue of new shares (note 29) ARG (M) 21,300 - - - - 21,300
Recogition of equity settled share-based ~ BZNRALEE ZHR G
payments BEBZHR = 5,192 = = = 5,192
Brercie of share options filEsMmE 9,447 (292) - - = 9,195
Lapse of share options BREXN - (1,886) - - 1,836 -
Profit for the year RERET - - - - 136,973 136,973
Shares repurchased and cancelled BREREERN - - - 73 (5691) (5518)
Final ividend for 2005 “RRNERBRE - - - - (10,078) (10,078)
Interim and special dividends for 2006 ZEENERHRENRE = - - - (82,425) (82,425)
Balance at 31st March, 2006 REENEZAZT-BER 1,125,948 9,510 - 13 60,036 1,195,687
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Notes to the Financial Statements
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For the year ended 31st March, 2006 #HEZZTT A XF=-A=+—HIFE

31.

RESERVES (CONTINUED)

Note:

As part of share capital reorganisation (the
“Reorganisation”) (details of which are set out in a
circular dated 10th August, 1998), an order dated 2nd
March, 1999 confirming 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.

31.
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Hi 3 :

ERBAER ([EAEHE]) (FF
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) 2 — & KIEEBEITRE
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ERBAXERIRG 22 HHEP
R R 1D P15 - 30k 3 A B 3 M Bk
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497,509,863.52/# JT Z SR B AR
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For the year ended 31st March, 2006 BZE-—TZ A RF=A=+—HILFE

RESERVES (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:

s ()

ZETAMBRE  BE AR L&k

TR/A R B AT D A BRI £ =
HL A 37 A8 S IR B A B B ) e
BRR B IR A R = B A 0 K
BABADAMERARBE ZETH
AR A i (B AR R FTIE N2 4858 -
% B e 4 2 A BR SRR E H AR FE H

o1

BETEAZERKR ARARERAS
RERBEENR ERND RITEE
PRAEIE AN E BTN R et s (B Bk
ERZEEMzFBNT:

Up to

31st March,2004

BHE
—ETNE=A=1+—H
HK$

BT

Increase in issued share capital
Increase in share premium account, net of

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 that year.

BNz BT RA
gz B mEER - Bk
BBz X i

25,104,185.87

594,003,395.29

it BBEEER KIEZES
i sk A 56 B B AR R A 2 45 Bl G 48
2 F = 3K $8497,509,863.52 7T b
FERARARGEZ R ENE
594,003,395 29 TR EHE=-T T
ME=ZA=Z+—B 2R &E
45,255,059.825% 7T M AL{S ©

R-ZEZTRFE=A ADQFAEEIM
1,512,075.277 7T * BAR B AR 7R &
RO &EERERZ EXEAHEEE
BAAERERES Bt A &5l
f###%45,255,059.82/8 T2 B A 251
&5 18

568,899,209.42
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32.

33.

34.

DEFERRED TAXATION

The following is the major deferred taxation liability
recognised and movements thereon during the current
and prior years:

32.

EERL TR
ATARAFERBEFEERRAZE
EREEHEREREED:

Accelerated
tax

depreciation

BEMERTE

HK$'000

FET

At 1st April, 2004 RZZEZTWFEMEA—H 181
Credit to income statement for the year & AKRFE 2 WzE R (181)
At 31st March, 2005 and 2006 RZETRFR-_TETNF=-A=1+—H =

At the balance sheet date, the Group had unused tax
losses of approximately HK$183,503,000 (2005:
HK$62,932,000) available for offset future profits. The
losses may be carried forward indefinitely. 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 had no significant temporary differences
arising during the year or at the balance sheet date.

MAJOR NON-CASH TRANSACTION

As disclosed in note 14, 15,000,000 (2005: 80,000,000
ordinary shares) ordinary shares were issued and allotted
to MIHL or its nominees for the acquisition of trade marks
during both years at an issue price of HK$1.47 (2005:
HK$2.62) per share.

PLEDGE OF ASSETS

At the balance sheet date, certain borrowings of the
Group were secured by the bank deposits of
HK$4,236,000 (2005: HK$3,430,000).

33.

34.

NEEH ASERBAZHIEEBIEL
183,503,000 T (Z & & A & :
62,932,000 7T ) ] A R 4K 36 B 1&
Fo B3 7 B 1& ¥ F R 2 7S AT TR - 3
ER T EERRERTEEHIBEEE-
FRNIREEANBEMERNEFE
Ho

|
<

RARFNIREE AL mE KT =
Eo
FEIBRERS
BT 14T EE RRAEFEEAN-
15,000,000 (=Z Z T 4 : 80,000,0004%
LTER) IR @A E BT RELEE THAH
BEEREESEREA ERKEREZEZ
RE SRETER1478T (ZTTH
F:2.6287T) e

EEEH

REER RNEBZ2ETERARTE
X 4,236,000 L (Z T ZT H F :
3,430,00078 7T ) {E#K #f o
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35. RIKEAETE
B AR R 5 B K

RETIREMENT BENEFIT SCHEMES

Retirement benefit scheme contributions

2006 2005
—BEAE —ZTETRE
HK$’000 HK$'000
TERT FH&T
Contributions to the defined FE B GT B
contribution scheme - -
Contributions to mandatory o Bl AT 2 E A
provident fund scheme (raEesrall)
("MPF Scheme”) e 404 292
Contributions to PRC state-managed BExREERNEEE
pension schemes fH R 804 726
Amounts charged to U5 55 3R HBR
income statement Z R 1,208 1,018

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.

ZER B T BB R AR IR B SR AR KT 81 15 B
AR 2 E HRET Bl %At B 2 B E A
AEBZEENRERE UUESHR
FHERRHBIUREAETE - AKER
RESESMBREREMRZIABES
B RBESR B DERRGIMEAES
AEGPI MR RS EREEERBE
Mok EERAKRBEZEE
DHEE YAESHEAKERRBE
VRABEAER -REBRESFTEIZAA
BRENREEEETHARARBRAEE
ZHREZE R A EE B RIE
Trt Bl 2B ERRBEZEELR
TE 2 B3R - BB I 48 2 0% U SR AT 1 AR
EEHENRREE BN Z K
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35. RETIREMENT BENEFIT SCHEMES 35. RIRBEAEE (&)
(CONTINUED)
The eligible employees of the Company’s subsidiaries in RARRERRFBZHBRR & ERE
the PRC are members of pension schemes operated by B AT B F BTEECRKSEEIZ
the Chinese local government. The subsidiaries are KE - ZEWBARIERRBZEREE
required to contribute a certain percentage of the relevant E@FEAZE AL MZERS
cost of the payroll of these employees to the pension SERERENZER ASEEH
schemes to fund the benefits. The only obligation of the RARBEANE 2 E—BERELREZ
Group with respect to the retirement benefit scheme is e
to make the specified contribution.
36. OPERATING LEASE ARRANGEMENTS 36. KEMARH
The Group as lessee AEBEREEA
At the balance sheet date, the Group had entered into REER AEEFTL A TEHEBRES
certain non-cancellable operating leases in respect of M PRI EH O - NEE R %
rented premises. The future minimum lease payments FHHMERBEREINREES 2
committed by the Group in respect of the leases fall due AT AR R :
as follows:
THE GROUP
rEH
2006 2005
—EEANE —ZTERE
HK$'000 HK$'000
FERT FHBIT
Within one year —ER 7,938 2,200
In the second to fifth year inclusive ~SE-_ZFHF (BHEEEMFENRN) 110 1,212
8,048 3,412

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.

BEEZENEFMNTRME=F-

ARRREE AW EEMNEALLELY
HAHE o
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CAPITAL COMMITMENTS 37. EXREE
THE GROUP
rEE
2006 2005
ZEEXFE —_ZTThHE
HK$’'000 HK$'000
FTER FHBIT
Capital expenditure contracted ERIHERRI B RE R
for but not provided ER B AmE -
in the financial statements HEE R ERE
in respect of acquisition BARRAYE
of property, plant and equipment 57 85
The Company had no significant capital commitments at RARREE B W& EKE AK
the balance sheet date. -
CONTINGENT LIABILITIES 38. HARERE
THE GROUP REE

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
groundless. Accordingly, no provision is therefore
considered necessary in the financial statements. Up to
the date of this report, the above case is still in progress.

RZZEZENF REERAERAR ([
Has) e -8 E=7 ([B
=H)2BR-BUF=FEBENA

S RAEER o tER ([ZEE

Bl R REEZ —HERRELR

SEERLBLE=ZF2HBEEN (1B
VE=ZEHMN]) MmASHKRELR

& %15§EEELMMAEMWX§E§’%¢
B HENREBLE =SB =F
ZTESE\iMTESEZ?’FIJE\&ﬁE@ﬁJUK&
FERE - MARRI A B EZEERET .
BERZ Bt ZBEIREREHER
BEEZHAEKAREREENRAS
Bloftoh RARIZEZRABYLFE=F1R
B REREREE At AKERRE
AR REELBRE - BEARER
- E BRI EIER
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38.

39.

CONTINGENT LIABILITIES (CONTINUED)

In addition, there is a claim by a customer against MHT
for the sum on the alleged basis of the breach of an
agreement for the 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.

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

THE COMPANY

At 31st March, 2006, 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 (2005: HK$664,000). The amount of the
credit facilities utilised as at 31st March, 2006 amounting
to HK$195,000 (2005: HK$340,000).

In addition, at 31st March, 2006, the Company provided
several unlimited guarantees, a HK$60,000,000 (2005:
HK$60,000,000) guarantee and a HK$65,000,000 (2005:
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, 2006
were HK$235,521,000 (2005: HK$108,556,000).

RELATED PARTY TRANSACTIONS

Save as disclosed in notes 14, 21, 25 and 26 above,
during the year ended 31st March, 2006, the Group paid
rental charges of HK$259,000 (2005: HK$444,000) to
Matsunichi Properties Holdings (HK) Limited, a company
in which Mr. Pan has a beneficial interest. In addition,
the Group sold goods amounting to HK$3,740,000 (2005:
HK$ nil) to A B {8 £/& % 2 &), a company in which

Mr. Pan has a beneficial interest.

38.

39.

HARE (&)

o HEEFRREE R AT R
BETTFIRER 2 BHANEBRHE
HERE-BEAMBRETREN ZF
FHASHNE B ERRE-&
ERA LRREBHRRIERBERY
FAT Hir AEBRABANNBHR
SEH B

AEBRNGEERYEREMEANLRE
f&e
RATE

R_BZXRE=ZA=1+—8 K28
LT RHBARZEERERLOMM
RITIEL B IR - #8584 &R 664,00058 7T

“ZEZTHF 664,0008T) R _EE
NEZA=Z+—HB ZWEBAREHH
ZIEERME£1950008 T (2T H
4 :340,000/% 7T) °

IV RZZFEEARF=ZA=+—H8 A2
AETHEBAG 2 EEREMmA®E T
RITEL Z TR &R & (R - —IE60,000,00
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¥E{R & —T865,000,0008 T (Z TR
£ :65,000,000870) ZFER - RZFZE
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PARTICULARS OF PRINCIPAL
SUBSIDIARIES

Particulars of the Company’s principal subsidiaries as at
31st March, 2006 are as follows:

Paid up
Place of issued/
incorporation or registered
registration/ ordinary

40.

FEWNBARFE

ATz EENBAAR-EEAFS
A=t—AZEEMT:

Proportion of
equity interests

operation share capital held by the Company
Name of subsidiary HEME KL BETBRT/ ENNG g Principal activities
i) NGRS EERHY i ERA RER DL TEXH
Directly Indirectly
= 8 %
Ample Field Investments British Virgins UsS$10,000 100% - Investment holding
Limited Islands/ and trading of
Hong Kong and digital consumer
PRC products
EEER 10,000 7T REBFRRER
He /8% YBHEEm
KA
Best Concord Group British Virgins Us$1 100% - Investment holding
Limited Islands/
Hong Kong
RERX E REEK
BE/BE
Matsunichi Digital Macau MOP500,000 = 100% Trading of digital =
(Macao Commercial R R #500,000 consumer products o
Offshore) Ltd. BEHBEEEM .
Matsunichi Digital PRC* RMB99,216,000 100% - Manufacture and =
Technology (Shenzhen) trading of digital s
Co., Ltd. consumer products =
NEREEP S o+ AR #99,216,000 HEREERR
BRAT HEER o
il
Matsunichi Digital Taiwan NT$10,000,000 100% - Manufacture and
Technology Limited =¥ #1£%10,000,000 trading of digital

consumer products
HEREEUE
HEEM
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40. PARTICULARS OF PRINCIPAL 40. FEWB A EFE (&)

SUBSIDIARIES (CONTINUED)

Paid up
Place of issued/
incorporation or registered Proportion of
registration/ ordinary equity interests

operation share capital held by the Company
Name of subsidiary EMBAL, BREERT/ PN g Principal activities
WEARERE EERHY i ERA REE 2L TEXEH
Directly Indirectly
E# A &
Matsunichi Hi-Tech Germany Eur300,000 100% - Trading of digital
Germany GmbH consumer products
= 300,000 & BEBHEER
Matsunichi Hi-Tech Hong Kong HK$100 100% - Trading of digital
Limited consumer products
RESHARAR BB 100/ 7T BEEYBHEEEM
Matsunichi Information PRC* RMB144,522,088 - 100% Manufacture and
Technology (Shenzhen) trading of digital
Co., Ltd. consumer products
NSRERSEER s i+ AR 144,522,088 HEREEHR
(RIN BRA A HEE®
Matsunichi Technology PRC* RMB59,945,220 100% - Manufacture and
(Dalian) Co., Ltd. trading of digital
= consumer products
‘E NEEER VN o AR #59,945,220 REREEYH
e ERAT HEES
ig
2 Matsunichi Media Agency Hong Kong HK$100 100% - Provision of agency
-§ Limited service
RESAERAR 5% 100%7% RERBRT
£
S Matsunichi (Shenzhen) PRC* RMB9,551,700 100% - Manufacture and
:‘S R&D Centre Co., Ltd. trading of digital
§_ consumer products
2 R B R R o AR#9,551,700 WERERUE
(FRIDERRA HEEM
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40. 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, 2006 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 of the directors,
result in particulars of excessive length.

40. EEMBE QA AFHE (B)

ZERAAIEBELCERAES
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