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ANNOUNCEMENT
VERY SUBSTANTIAL DISPOSAL AND CONNECTED TRANSACTION
LICENSING AGREEMENT INVOLVING CONTINUING
CONNECTED TRANSACTION
PROFIT WARNING
RESUMPTION OF TRADING
Disposal
On 30 Januar y 2007, the Company and the Purchaser entered into a conditional Sale and Purchase
Agreement whereby the Company agreed to sell and the Purchaser agreed to purchase the Sale Shares
at the Consideration to be paid in full on the Completion Date. Pursuant to the Sale and Purchase
Agreement, the Company will at the Completion Date assign to the Purchaser the amounts due to the
Company as at the Completion Date under the Intercompany Loan Agreement and cer tain accounts
payable to the Company from members of the Fandango USA Group as at the Completion Date.
The Purchaser is a connected person of the Company by vir tue of its direct and indirect holding of a
controlling interest of approximately 73.99% of the issued share capital of the Company.
Licensing Agreement
In addition, on 30 Januar y 2007, REL, a wholly-owned subsidiar y of the Company, entered into a
conditional Licensing Agreement with R&C pursuant to which R&C granted REL an exclusive licence to
use and distribute the R&C Content in digital form through mobile phone, the Internet and other
digital media in the PRC, Hong Kong and Taiwan.
Upon completion of the sale of the Sale Shares, R&C will become an associate of the Purchaser and
thus become a connected person of the Company.
Very Substantial Disposal and Connected Transaction
Under the GEM Listing Rules, the Disposal constitutes a ver y substantial disposal and a connected
transaction for the Company. The Disposal is therefore conditional upon the approval of the Independent
Shareholders at the EGM.
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In addition, the Licensing Agreement constitutes a continuing connected transaction for the Company.
Since the amounts expected to be paid by the Company and the percentage ratios for the Licensing
Agreement are within the de minimis thresholds under Rule 20.33(3) of the GEM Listing Rules, the
Licensing Agreement is exempt from the repor ting, announcement and independent shareholders’
approval requirements under the GEM Listing Rules.
An independent financial adviser will be appointed to advise the independent board committee and the
Independent Shareholders in relation to the Disposal.
A circular containing, amongst other things, details of the Disposal, a letter from an independent
financial adviser containing its advice to the independent board committee and the Independent
Shareholders, together with a notice of the EGM, will be despatched to the Shareholders as soon as
practicable.
Profit Warning
The Board also wishes to inform the Shareholders that, due to the intense market competition and the
uncer tainty in the new distribution channel in respect of the Group’s principal business of production
and distribution of audio and audio-visual products conducted through the Fandango USA Group, the
Group’s results for the year ending 31 March 2007 may be unfavourably affected.
Resumption of Trading
At the request of the Company, trading in the shares of the Company on the GEM was suspended
with effect from 9:30 a.m. on 31 Januar y 2007. Application has been made by the Company to resume
the trading of the shares of the Company with effect from 9:30 a.m. on 14 February 2007.
THE SALE AND PURCHASE AGREEMENT
Dated:

30 January 2007

Par ties:

Vendor :

The Company

Purchaser: The Purchaser. The Purchaser is a company incorporated in Japan whose
shares are listed on Hercules of the Osaka Securities Exchange. The Purchaser
directly and indirectly holds approximately 73.99% of the issued share capital
of the Company and is therefore a connected person of the Company.
Summary:

The Company agreed to sell and the Purchaser agreed to purchase the Sale Shares at the
Consideration to be paid in full at completion.
In addition, upon the Completion Date, the Company shall assign to the Purchaser all its
interests in and rights to the principal and accrued interest outstanding under the
Intercompany Loan Agreement and cer tain accounts receivable owed to it by R&C and
Fandango USA respectively as at the Completion Date for a consideration to be determined
based on the aggregate amount outstanding from R&C and Fandango USA respectively to
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the Company as at the Completion Date, payable not later than the date falling one
month after the Completion Date. Based on the unaudited interim accounts of the Group
for the six months ended 30 September 2006, as at that date, the aggregate amount
outstanding from Fandango USA and R&C pursuant to the Intercompany Loan Agreement
and such accounts receivable was approximately HK$109.5 million.
Conditions:

Completion of the sale and purchase of the Sale Shares is conditional on the following
conditions being satisfied on or before the Expir y Date:
(1)

the Disposal having been approved by resolution of the Independent Shareholders
in a general meeting taken on a poll;

(2)

the Stock Exchange confirming it has no fur ther comments on (i) this announcement
on or before 9 Februar y 2007 (or such later date as the par ties may otherwise
agree in writing) and (ii) the circular to the Shareholders to be issued by the Vendor
pursuant to the GEM Listing Rules by no later than 6 March 2007 (or such later
date as the par ties may otherwise agree in writing); and

(3)

the Company having entered into the Licensing Agreement with R&C on terms
acceptable to each of them, and such agreement having become unconditional
(other than any condition for the Sale and Purchase Agreement becoming
unconditional).

The Company may waive the condition (3) above in whole or in par t at any time on or
before the Expiry Date. Condition (1) may not be waived by the parties to the Sale and
Purchase Agreement. The par ties to the Sale and Purchase Agreement have separately
agreed to extend the deadline for satisfaction of condition (2)(i) above to 16 Februar y
2007.
Consideration:

The Consideration shall be paid in full at completion to the Company. The Consideration
was determined after arm’s length negotiation between the par ties to the Sale and
Purchase Agreement by reference to the unaudited net assets value of the Fandango USA
Group. The Consideration represents an estimated premium to the aggregate unaudited
net assets value of Fandango USA Group as at 31 Januar y 2007 of approximately HK$2
million based on the unaudited management accounts of the Group for the period ended
31 January 2007.

Completion:

Completion of the sale and purchase of the Sale Shares is expected to take place on the
fifth Business Day following the satisfaction (or waiver) of the conditions above or at such
other time as the par ties may agree.
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THE LICENSING AGREEMENT
Dated:

30 January 2007

Par ties:

(1)

R&C. Upon completion of the sale of the Sale Shares, R&C will become an associate
of the Purchaser and thus become a connected person of the Company.

(2)

REL, a wholly-owned subsidiar y of the Company.

Summary:

Pursuant to the Licensing Agreement, R&C granted to REL an exclusive licence to use and
distribute the R&C Content in digital form through mobile phone, the Internet and other
digital media in the PRC, Hong Kong and Taiwan.

Term:

From the date of the Licensing Agreement to 31 March 2009

Conditions:

Completion of the Licensing Agreement is conditional on the following conditions being
satisfied:

Consideration:

(1)

compliance with the requirements of the GEM Listing Rules in respect of the
Licensing Agreement; and

(2)

the Company having entered into the Sale and Purchase Agreement with the
Purchaser on terms acceptable to each of them, and such agreement having become
unconditional (other than the condition for the Licensing Agreement becoming
unconditional).

REL will pay to R&C royalties of 30% of the net sales revenue earned by REL from the
distribution of the R&C Content after subtracting all the external costs including, without
limitation, all withholding tax, VAT and sales tax and charges payable to telecommunications
providers.

INFORMATION ON THE COMPANY
The Group is an integrated enter tainment house whose current principal business activities include
production and distribution of audio and audio-visual content and products over various channels (including
wholesale and digital channels) and discotheque management.
The Group’s operations following the Disposal
Discotheque business
Following the completion of the sale of the Sale Shares, the principal business of the Group will comprise
the Group’s discotheque operations. As at the date of this announcement, the Group operates a discotheque
in Shanghai under the name “Rojam Disco”, which the Group has operated since its acquisition in
September 2002. The discotheque is located in downtown Shanghai, covering approximately 1,780 square
metres, with 2 dance floors, 5 bars and 10 karaoke rooms. For the years ended 31 March 2005 and 2006
and the six months ended 30 September 2006, the Group’s discotheque operations generated revenues of
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approximately HK$18.1 million, HK$15.1 million and HK$6.1 million, respectively, contributing approximately
3%, 3% and 3%, respectively of the Group’s total turnover for the relevant periods. For the same financial
periods, the Group’s discotheque operations generated profits of approximately HK$1.3 million, HK$1.8
million and HK$0.03 million, respectively. The Group’s discotheque operations have generated meaningful
cash flows to the Group for each of such financial periods. As at 30 September 2006, the Group’s
discotheque operations constituted approximately 7% of the Group’s total assets.
The Directors consider that the Group’s discotheque in Shanghai has been successful and Rojam Disco is
now one of the most well-known enter tainment venues in Shanghai. The discotheque currently has a total
of 70 employees including 5 local resident DJs. In addition, famous international DJs are also brought in to
perform in the discotheque with the aim of drawing in new and returning patrons. Rojam Disco
accommodates various styles of music. The discotheque also holds regular events, including par ties,
performances, promotions and competitions. Rojam Disco also cooperates with media and non-media
companies to carry out marketing activities and organise themed events.
Apar t from generating revenue for the Group, the Group has also recently began to use the Rojam Disco
as a platform to audition and identify potential ar tistes. The Group intends to provide training to such
ar tistes with a view to promoting and marketing their content through its discotheques and distributing
their content through its proposed digital distribution channels.
New Chinese artiste scouting and training
In Januar y 2007, Rojam Disco organized its first audition program for scouting new potential Chinese
ar tistes. A number of candidates were selected for fur ther training. Rojam Disco has hired four teachers
specializing in singing and dancing to train these chosen candidates. It is expected that the debut performance
of these new ar tistes at Rojam Disco will be in May 2007. The Group then intends to distribute the songs
and performance videos of these new ar tistes through its proposed digital distribution business.
Promotional and pre-marketing platform
Since December 2004, Rojam Disco has implemented a membership scheme (“Rojam Disco Membership
Scheme”), under which customers can register as members of the discotheque through the Rojam Disco
website (http://disco.rojam.com/) or in the discotheque. There are currently about 7,400 registered members.
Members can enjoy free updates of the discotheque’s latest functions and promotional information by
shor t messages (SMS) or e-mail. Rojam Disco is also focused on meeting its customers’ tastes and
conducts periodical sur veys to identify the tastes and preferences in music, ar tistes, fashion and trends of
its target clientele. The Directors also intend to utilise such information in identifying music for distribution
through its proposed PRC content distribution business.
Overall, the Directors believe that Rojam Disco represents an oppor tune and valuable foothold for the
Group to promote its music business in the PRC, and to position itself for future expansion in the digital
content distribution business in the PRC. The core customers of Rojam Disco are young adults aged from
18 to 25. These young patrons are potential customers for the Group’s music and music related content
and services.
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New discotheque operations
Based on the success and experience gained from the Rojam Disco, the Group intends to expand its
discotheque operations and expects to open a second discotheque, located in an enter tainment hub in
Suzhou. The premises for the new discotheque are currently under renovation. The Directors currently
anticipate that the new discotheque will open for operations in mid-March 2007, prior to the expected
Completion Date. This discotheque is expected to cover approximately 1,500 square metres and will
include dining areas and bars. The Group anticipates that a total of approximately HK$9 million will be
required for the refurbishment and opening of this new discotheque. The renovation and operations of this
new discotheque are funded from the Group’s internal resources.
The Group is also exploring oppor tunities to open additional discotheques in locations in the Yangtze
River Delta region and elsewhere in the PRC. The Group intends to open 3 new discotheques in the next
4 years, opening one new discotheque each year between 2008 and 2010 and intends to fund these
operations from its internal resources and/or external funds as and when appropriate.
Digital Distribution Business
In addition, the Group intends to utilise par t of the proceeds from the sale of the Sale Shares and the
Assignment to refocus its operations on the music industry in the PRC through the distribution of audio
and audio-visual content through digital channels, including the R&C Content licensed to the Group
through the Licensing Agreement and the content of ar tistes identified through the Group’s ar tiste
scouting and training program outlined above. Please refer to the paragraphs headed “Use of Proceeds
from Disposal” and “Reasons for and Benefits of the Disposal and the Licensing Agreement” below.
INFORMATION ON THE PURCHASER
The Purchaser is a company incorporated in Japan whose shares are listed on Hercules of the Osaka
Securities Exchange. The Purchaser’s current principal business activities include the distribution and provision
of content over digital channels including the Internet, mobile phones and communications satellite television.
The Purchaser acquired a controlling interest in the Company in December 2004 as a result of a voluntar y
unconditional securities exchange offer.
The Purchaser is a connected person of the Company by vir tue of its direct and indirect holding of a
controlling interest of approximately 73.99% of the issued share capital of the Company.
INFORMATION ON YOSHIMOTO AMERICA
Yoshimoto America is a company incorporated in Delaware, USA and a wholly-owned subsidiar y of the
Purchaser. Yoshimoto America holds approximately 23.36% of the issued share capital of the Company.
Yoshimoto America is therefore a connected person of the Company.
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INFORMATION ON FANDANGO USA GROUP
In October 2002, the Company, through its wholly-owned subsidiary, Rojam USA, completed its acquisition
of 80% of the issued share capital of Yoshimoto Music at a consideration of HK$67.5 million. In September
2004, the Company through Rojam USA completed its acquisition of the remaining 20% of the issued
share capital of Yoshimoto Music at a consideration of JPY400,000,000 (equivalent to approximately
HK$27.6 million at a rate of JPY14.49 to HK$1).
At the time of the 2002 and 2004 acquisitions, Yoshimoto Music owned the entire issued share capital of
R&C. R&C is principally engaged in the production and sales of audio and audio-visual products, digital
content distribution and master-tape right licensing and music production in Japan.
In November 2004, in order to consolidate the Group’s structure, Yoshimoto Music was dissolved and
R&C Asia, a wholly-owned subsidiary of the Company, was merged into R&C who issued the R&C Shares
to the Company.
In January 2005, Rojam USA changed its name to Fandango USA. Fandango USA is an investment holding
company and has not carried on any business activities since its incorporation and has no material assets
other than its direct holding of shares in R&C since the 2004 consolidation and holds 30,000 Series A
Conver tible Preferred Stocks of Bellrock Media, Inc., an independent third par ty company established in
the USA whose principal focus is to engage in the production and distribution of digital enter tainment
content through multi-media platforms such as the Internet and mobile phones in Japan and the USA.
In June 2006, R&C acquired the entire share capital of Karinto Factor y and Jacobetty at an aggregate
consideration of approximately HK$6.1 million. Karinto Factor y is principally engaged in master-tape
production, records, promotion and master-tape right licensing. Jacobetty is principally engaged in music
copyright management in Japan.
As at the date of the Sale and Purchase Agreement, (a) the Company owns the entire issued share capital
of Fandango USA, (b) the Company and Fandango USA hold approximately 3% and 97% of the issued
share capital of R&C, respectively and (c) R&C holds the entire issued share capital of Karinto Factory and
Jacobetty.

–7–

As at 30 September 2006, the Fandango USA Group had an aggregate unaudited net assets value of
approximately HK$218 million. The following table shows cer tain financial information of the Fandango
USA Group for the two years ended 31 March 2006 and the six months ended 30 September 2006:
Year ended
31 March
2005
2006
Percentage of
Percentage of
Group’s
Group’s
HK$(’000)
results
HK$(’000)
results
1
1
(unaudited)
(unaudited)
Turnover

517,000

96%

490,000

96%

Net profit/(loss) before taxation

76,000

100% 2

78,000

Net profit/(loss) after taxation

64,000

100% 2

44,000

Six months ended
30 September
2006
Percentage of
Group’s
HK$(’000)
results
(unaudited)
155,000

96%

100% 2

(41,000)3

N/A3

100% 2

(24,000)3

N/A3

1

The Fandango USA Group is not legally required to be separately audited under their jurisdictions.

2

The unaudited net profit of the Fandango USA Group for the two years ended 31 March 2005 and 2006 exceeded the
audited net profit of the Group for the same financial periods respectively, hence the percentage of the Group’s results
attributable to the Fandango USA Group for the same financial periods was stated to be 100% respectively.

3

The Fandango USA Group recorded a net loss after taxation of approximately HK$24 million in the six months ended
30 September 2006. The column of percentage of Group’s results for the six months ended 30 September 2006 is
therefore expressed to be “non-applicable”.

As at 30 September 2006, the Fandango USA Group and the Group’s discotheque operations constituted
approximately 83% and 7% of the Group’s total assets, respectively. The remaining 10% of the Group’s
total assets as at that date comprised mainly cash and cash equivalents, other receivables and fixed assets.
Following the sale of the Sale Shares, the Group expects to recognize an unaudited gain of approximately
HK$2 million in the accounts of the Group. Such gain is the difference between the Consideration and the
aggregate unaudited net assets value of the Fandango USA Group as at 31 Januar y 2007 of approximately
HK$174 million based on the unaudited management accounts of the Group for the period ended 31
Januar y 2007. The final amount of the actual gain or loss as a result of the Disposal will be determined as
at the Completion Date when the amount of such gain or loss is actually realised based on the net assets
value of the Fandango USA Group as at that date.
USE OF PROCEEDS FROM DISPOSAL
The Group expects to receive proceeds from the Disposal of approximately HK$285.3 million, based on
the amount outstanding to the Company pursuant to the Intercompany Loan Agreement and the accounts
receivable as at 30 September 2006. The final amount of the proceeds of the Disposal will be determined
based on the amounts outstanding to the Group as at the Completion Date.
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The Company intends to use approximately HK$50 million of the proceeds from the Disposal for the
purposes of funding its proposed business of digital distribution of audio and audio-visual content in the
PRC. The Company is currently evaluating potential acquisition or investment oppor tunities with suitable
technologies to operate as a platform for this business. Any such acquisition would be funded from the
proceeds of the Disposal allocated for the proposed digital distribution business. For more details, please
refer to the section headed “Reasons for and Benefits of the Disposal and the Licensing Agreement”.
In addition, following the completion of the sale of the Sale Shares, the Company intends to declare and
distribute to its Shareholders a special dividend. The Directors consider that, after retaining sufficient
working capital and reser ves for the purposes of funding the Group’s future business strategies, the
distribution of par t of the proceeds from the Disposal not required for the Group’s current business plans
is in the interests of the Shareholders as a whole. The Board is therefore currently evaluating the amount
of dividend to recommend for payment to Shareholders, which will be determined based on factors
including the Group’s cash flow, capital requirements and other conditions that the Board think relevant
such as the prevailing market price of the Shares and the amount of the Company’s distributable reserves
available for distribution under the Companies Laws of the Cayman Islands. Based on the above considerations
and the amount of the share premium available for distribution, the Board anticipates that the amount of
the special dividend will be no less than HK$0.10 per Share. However, the payment of any special dividend
will be conditional upon the completion of the Disposal. Assuming a special dividend of HK$0.10 per
Share, approximately HK$192.6 million of the proceeds from the Disposal will be distributed by way of the
special dividend. The payment of the special dividend will be made out of the share premium account of
the Company, which would require the approval of the Shareholders by way of special resolution and,
depending on the amount of the special dividend as finally determined, may require the Company to
undergo a capital reduction, which would require a special resolution of Shareholders and the approval of
the Grand Cour t of the Cayman Islands. The Purchaser, Yoshimoto America and their respective associates
will abstain from voting on any resolution to approve the payment of the special dividend. The Company
will issue a separate announcement prior to any Board meeting to determine the final amount of, and to
recommend the payment of, the special dividend. Subject to the above, the Company intends to distribute
the special dividend to the Shareholders as soon as practicable after the relevant Shareholders’ resolutions
have been passed. If the necessary special resolutions are passed, the Company will for thwith proceed to
distribute the special dividend from the available share premium and then apply to the Grand Cour t of the
Cayman Islands for approval of the capital reduction. Upon the cour t’s approval, the Company will
for thwith proceed to distribute the special dividend made out of the capital reduction.
The Company anticipates that, following the Disposal and prior to the payment of the special dividend, the
principal assets of the Group will be as follows:
Intangible asset (Note)
Fixed assets and others
Cash and cash equivalent

HK$24 million
HK$4 million
HK$356 million

Total

HK$384 million

Note: Intangible asset represents goodwill.
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The balance of the proceeds from the Disposal, currently estimated to be approximately HK$42.7 million
assuming a special dividend of HK$0.10 per Share and taking into account the fact that HK$50 million of
the proceeds of the Disposal are intended to be utilised for the proposed digital distribution business, will
be used as the Group’s general working capital.
Based on the Directors’ projection of the discotheque business and the digital distribution business (please
refer to the section headed “Reasons for and Benefits of the Disposal and the Licensing Agreement”), the
Directors believe that, in the long run, both these businesses will generate meaningful cash flows and
sufficient working capital for the Group. The Directors confirm that, after the Disposal and the payment of
the special dividend, the Group will have sufficient working capital to fund its proposed business strategies
outlined in the section headed “Information on the Company” set out in this announcement. Taking into
account the proposed use of proceeds of the Disposal for business expansion and working capital
purposes set out above, the Directors consider that the Group will have additional cash as a result of the
Disposal which is in excess of the Group’s requirements for the purposes of funding such expansion plans.
As such cash is not required for the Company’s current business strategies, the Directors consider that it is
in the interests of the Shareholders as a whole, and justified, to distribute the surplus proceeds to the
Shareholders pursuant to the special dividend.
REASONS FOR AND BENEFITS OF THE DISPOSAL AND THE LICENSING AGREEMENT
The Board has been re-evaluating the Group’s business strategy in light of recent trends and developments
in its principal business of record production and distribution conducted through R&C. In par ticular, the
Directors consider that this business exposes the Group to risks beyond its control as a result of the
significant reliance on cer tain major titles by major ar tistes. Titles from these ar tistes have contributed a
significant propor tion of the Group’s revenue in recent years, and this business has relied on the Group’s
ultimate shareholder, Yoshimoto, for access to ar tistes for the continued operation of this business.
As a result of these factors, and other factors including increases in the rate of sales commissions payable
to sales agents and additional advance payments and royalties paid by the Group, the operating results of
this business have experienced a significant decrease.
As set out in the Company’s interim repor t for the six months ended 30 September 2006, the Company
recorded an unaudited profit attributable to Shareholders for the period of approximately HK$6.3 million.
However, as set out in the section headed “Information on Fandango USA Group” above, the Fandango
USA Group recorded a loss of approximately HK$24 million in the six months ended 30 September 2006
as a result of cer tain adjustments made for certain subsequent events noted during the audit of the Group
for the six months ended 30 September 2006 for the purpose of the Disposal. In March 2006, the Group
began a new distribution channel by selling the Group’s DVDs to rental shops who would then rent the
DVDs to individual customers. The adjustments referred to above have been made in the accounts of
Fandango USA Group for sales returns from such rental shops due to the fact that the levels of rental of
the Group’s DVDs did not reach expected levels. Consequently, provisions have been made to inventories
and record masters relating to this new distribution channel. In addition, related taxation adjustments have
been made in light of the adjustments to the sales returns, inventories and record masters referred to
above.
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The Directors fur ther anticipate that these factors will place significant pressures on the cash flow of the
Fandango USA Group and, as a result, the Group as a whole, in the future. The Directors therefore
consider that the value which the Group could realise from a sale of this business in the future may not
match that represented by the Consideration. They therefore consider that the sale represents a good
oppor tunity to realise that value and refocus the Group’s operating strategies and to return some of this
value to Shareholders through the intended special dividend.
The Directors acknowledge that, at least in the shor t term, the Group’s turnover will be significantly
reduced as a result of the disposal of the Sale Shares. However, the Directors consider that the Group’s
future growth potential, profitability and independence of operations are of greater impor tance. In this
respect, the Board’s assessment of the record production and distribution business has, in par ticular,
focused on the risks to which this business exposes the Group’s operations and its future growth potential.
The Board considers that the level of reliance which that business has on the Company’s controlling
shareholder, together with its reliance on the success of cer tain key ar tistes, exposes to the Group to
considerable operating risks beyond its control. These risks have become apparent to the Board as a result
of recent increases in the levels of advance payments and royalties made by the Group to key ar tistes. As a
result, the operating results of this business have decreased significantly. Fur thermore, the Directors have
carefully assessed the outlook for this business, as set out above, and have come to the conclusion that,
although this business has historically contributed a significant par t of the Group’s revenue, its future
growth potential is limited and it poses significant threats to the Group’s overall operations. The Board has
therefore come to the commercial decision that the Group’s discontinuation of this business is in the best
interests of the Company and the Shareholders as a whole.
Going forward, the Group intends to continue to focus on and expand its discotheque business in the
PRC, with the Group’s second discotheque expected to commence operations in the first quarter of 2007
and prior to the Completion Date. The Directors believe that, through the success of the discotheque
business, the Group has established a valuable foothold and a brand into the PRC market. With the
growing Chinese economy and the increasing income of the Chinese middle class, and young people in
China becoming more and more interested in western style enter tainment, the Directors believe that the
enter tainment market in China still has room for fur ther growth and development. The Directors also
believe that the discotheque business will enhance its revenue and cash flow in the long run.
In addition, the Group intends to refocus its operations on the music industr y in the PRC through the
digital distribution of music. In this respect, the Company has entered into a non-binding memorandum of
understanding with cer tain PRC value-added telecommunication ser vice providers to jointly explore digital
music distribution business oppor tunities in the PRC. Where appropriate the Company will negotiate and
enter into a cooperation agreement with such ser vice providers. The Group will from time to time
evaluate potential oppor tunities to acquire a suitable platform to enter that business.
The Directors consider that the Licensing Agreement provides an oppor tunity to diversify the Group’s
future revenue streams. The Directors consider that the Licensing Agreement enriches the Group’s content
for its digital distribution business in the PRC. In determining the size of the continuing connected
transactions under the Licensing Agreement, the Directors have taken into consideration the nature and
quantity of the R&C Content, the current market demand for the R&C Content, their assessment of the
level of acceptance and popularity of the R&C Content in the licensed territories, namely the PRC, Hong
Kong and Taiwan, the expected scale of the Group’s content distribution operations, and the expected
costs and expenses of distribution, including charges payable to telecommunications service providers for
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the distribution of the R&C Content and taxes. Based on their assessment of the market for and expected
turnover to be derived from the distribution of the R&C Content pursuant to the terms of the Licensing
Agreement, the Directors do not consider that the revenue to be earned by the Group under the
Licensing Agreement will be significant. Therefore the Directors do not consider that, following the
completion of the Disposal, the Group’s operations will rely on the Company’s controlling shareholders as
a result of entering into the Licensing Agreement.
The royalty fee payable by the Group under the Licensing Agreement has been determined with reference
to royalty fees charged under similar licensing agreements in the industr y, including the fees charged to
independent third par ties by REL under similar licensing agreements. The Directors consider that the terms
under the Licensing Agreement, including the royalties payable thereunder, are comparable with those in
the industry and available from third parties and therefore consider that the Licensing Agreement has been
entered into on normal commercial terms.
The terms and conditions of the Sale and Purchase Agreement and the Licensing Agreement, as well as the
Consideration and the consideration under the Licensing Agreement, were determined between the
relevant par ties at arms’ length, and the Directors consider that the terms and conditions of the Sale and
Purchase Agreement and the Licensing Agreement are fair and reasonable and in the best interests of the
Company and the Shareholders as a whole. In coming to their opinion, the Directors have taken into
account, in par ticular, (i) their forecasts of the future prospects of the Group’s record production and
distribution business conducted through the Fandango USA Group, (ii) the Consideration payable by the
Purchaser, which represents an estimated premium to the aggregate unaudited net assets value of the
Fandango USA Group as at 31 Januar y 2007 of approximately HK$2 million based on the unaudited
management accounts of the Group for the period ended 31 January 2007 and (iii) the consideration for
the Assignment payable by the Purchaser, which represents the full amount outstanding to the Company
from Fandango USA and R&C pursuant to the Intercompany Loan Agreement and pursuant to the
outstanding accounts receivables as at the Completion Date.
VERY SUBSTANTIAL DISPOSAL AND CONNECTED TRANSACTION
Disposal
The Purchaser is a connected person of the Company by vir tue of its direct and indirect holding of a
controlling interest of approximately 73.99% of the issued share capital of the Company.
Under the GEM Listing Rules, the Disposal constitutes a ver y substantial disposal and a connected
transaction for the Company. The Disposal is therefore conditional upon the approval of the Independent
Shareholders at the EGM on which voting shall be taken by poll.
The Purchaser and Yoshimoto America, both being connected persons of the Company, and their respective
associates are required under the GEM Listing Rules to abstain from voting on the Disposal.
An independent financial adviser will be appointed to advise the independent board committee and the
Independent Shareholders in relation to the Disposal.
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A circular containing, amongst other things, details of the Disposal, a letter from the independent financial
adviser containing its advice to the independent board committee and the Independent Shareholders,
together with a notice of the EGM, will be despatched to the Shareholders as soon as practicable.
Upon completion of the sale of the Sale Shares, the Company will cease to hold any interests in Fandango
USA, R&C, Karinto Factor y and Jacobetty which will cease to be subsidiaries of the Company, and their
results will therefore cease to be consolidated in the accounts of the Company with effect from the
Completion Date.
Licensing Agreement
Upon completion of the sale of the Sale Shares, R&C will become an associate of the Purchaser and thus
become a connected person of the Company.
Under the GEM Listing Rules, the Licensing Agreement constitutes a continuing connected transaction for
the Company. Since the amounts expected to be paid by the Company and the percentage ratios for the
Licensing Agreement are within the de minimis thresholds under Rule 20.33(3) of the GEM Listing Rules,
the Licensing Agreement is exempt from the repor ting, announcement and independent shareholders’
approval requirements under the GEM Listing Rules.
PROFIT WARNING
The Board also wishes to inform the Shareholders that, due to the intense market competition in the
Group’s principal business of production and distribution of audio and audio-visual products conducted
through the Fandango USA Group and the uncertainty in the new distribution channel, the Group’s results
for the year ending 31 March 2007 may be unfavourably affected. As mentioned in the Group’s interim
repor t for the six months ended 30 September 2006, the drop in the record production and distribution
income during that six month period was mainly due to the fact that less popular titles were released
during that period.
However, as the Group has not yet reached the end of the financial year ending 31 March 2007 and has
therefore not yet prepared its consolidated results for the full financial year, the Board is not in a position
to quantify the relevant financial implications at this stage. Fur ther details of the Group’s performance will
be disclosed when the annual results for the year ending 31 March 2007 are announced, expected before
30 June 2007.
SUSPENSION AND RESUMPTION OF TRADING
At the request of the Company, trading in the shares of the Company on the GEM was suspended with
effect from 9:30 a.m. on 31 Januar y 2007. Application has been made by the Company to resume the
trading of the shares of the Company with effect from 9:30 a.m. on 14 February 2007.
Shareholders and potential investors should note that the Disposal and the Licensing
Agreement are subject to a number of conditions. The release of this announcement does
not in any way indicate that the Disposal and the Licensing Agreement will be successfully
completed. Shareholders and potential investors should therefore exercise caution when
dealing in the securities of the Company.
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DEFINITIONS
“Assignment”

the assignment by the Company to the Purchaser at the Completion
Date of (a) the amounts due to the Company as at the Completion
Date under the Intercompany Loan Agreement and (b) cer tain accounts
payable to the Company from members of the Fandango USA Group as
at the Completion Date

“associate”

has the meaning given thereto under the GEM Listing Rules

“Board”

the board of Directors

“Business Day”

a day (not being a Saturday) on which banks are open for general
banking business in Hong Kong

“Company”

Rojam Enter tainment Holdings Limited

“Completion Date”

the date of completion of the sale and purchase of the Sale Shares
pursuant to the Sale and Purchase Agreement

“Consideration”

JPY2,743,000,000 (equivalent to approximately HK$175,826,300), being
the consideration payable to the Company for the Sale Shares

“Deed of Assignment”

a Deed of Assignment expected to be entered into between REL and
the Company whereby REL will assign all its right, title, benefit and
interest in the Intercompany Loan Agreement to the Company

“Directors”

the directors of the Company

“Disposal”

the sale and purchase of the Sale Shares and the Assignment pursuant to
the Sale and Purchase Agreement

“EGM”

the extraordinary general meeting of the Company to be held to consider,
and if thought fit, approve the Disposal

“Expiry Date”

31 March 2007 (or such later date as the parties to the Sale and Purchase
Agreement may otherwise agree in writing)

“Fandango USA”

Fandango U.S.A., Inc., formerly known as Rojam U.S.A., Inc., a company
incorporated in Delaware, USA and a wholly-owned subsidiar y of the
Company

“Fandango USA Group”

Fandango USA and the Subsidiaries

“Fandango USA Shares”

3 registered shares of US$1 each in the capital of Fandango USA,
constituting 100% of the registered shares of Fandango USA, that are
held by the Company as at the date of the Sale and Purchase Agreement
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“GEM”

The Growth Enterprise Market of The Stock Exchange of Hong Kong
Limited

“GEM Listing Rules”

The Rules Governing the Listing of Securities on GEM made by the Stock
Exchange from time to time

“Group”

the Company and its subsidiaries (having the meaning ascribed to it in
the Companies Ordinance (Chapter 32 of the Laws of Hong Kong))

“HK$” or “Hong Kong dollars”

Hong Kong dollars, the lawful currency of Hong Kong

“Hong Kong”

The Hong Kong Special Administrative Region of the PRC

“Independent Shareholders”

Shareholders other than the Purchaser, Yoshimoto America and their
respective associates and those who are required by the Stock Exchange
to abstain from voting in respect of the Disposal at the EGM

“Intercompany Loan
Agreement”

the Intercompany Loan Agreement dated 26 May 2006 between REL
and R&C whereby REL agreed to lend to R&C the principal amount of
US$10,434,000 at an interest rate of 5.38% per annum, the rights under
which have been assigned to the Company pursuant to the Deed of
Assignment

“Jacobetty”

Jacobetty Inc., a company incorporated in Japan and a wholly-owned
subsidiary of R&C

“JPY” or “Japanese Yen”

Japanese yen, the lawful currency of Japan

“Karinto Factory”

KARINTO FACTORY Inc., a company incorporated in Japan and a whollyowned subsidiary of R&C

“Licensing Agreement”

the master content licensing agreement dated 30 January 2007 entered
into between R&C and REL pursuant to which R&C granted REL an
exclusive licence to use and distribute the R&C Content in digital form
through mobile phone, the Internet and other digital media in the PRC,
Hong Kong and Taiwan

“PRC”

The People’s Republic of China, which, for the purposes of this
announcement, does not include Hong Kong, Macau and Taiwan

“Purchaser”

Fandango, Inc., a company incorporated in Japan whose shares are listed
on Hercules of the Osaka Securities Exchange and a subsidiar y of
Yoshimoto

“R&C”

R and C Ltd., a company incorporated in Japan and whose issued shares
are held by the Company and Fandango USA as to 3% and 97%,
respectively as at the date of the Sale and Purchase Agreement
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“R&C Asia”

R&C Asia Limited, a company incorporated in Japan and a wholly-owned
subsidiar y of the Company before it merged with R&C on 1 November
2004

“R&C Content”

cer tain sound recordings and audio-visual recordings now owned by or
licensed to, or which will, in the future, be owned by or licensed to R&C
or its affiliates

“R&C Shares”

20 issued shares totalling JPY1,000,000 in the capital of R&C, constituting
approximately 3% of the issued shares of R&C, that are held by the
Company as at the date of the Sale and Purchase Agreement

“REL”

Rojam Enter tainment Limited, a company incorporated in Hong Kong
and a wholly-owned subsidiary of the Company

“Rojam USA”

Rojam U.S.A., Inc., the former name of Fandango USA

“Sale and Purchase Agreement” the sale and purchase agreement dated 30 Januar y 2007 entered into
between the Company and the Purchaser in relation to the sale and
purchase of the Sale Shares and the Assignment
“Sale Shares”

the Fandango USA Shares and the R&C Shares

“Share(s)”

ordinar y share(s) of HK$0.10 each in the issued share capital of the
Company

“Shareholders”

holders of the Share(s)

“Stock Exchange”

The Stock Exchange of Hong Kong Limited

“Subsidiaries”

R&C, Karinto Factory and Jacobetty

“USA”

The United States of America

“US$” or “US dollars”

United States dollars, the lawful currency of the United States of America

“Yoshimoto”

Yoshimoto Kogyo Co., Ltd., a company incorporated in Japan whose
shares are listed on the Tokyo Stock Exchange Section 1 and the Osaka
Securities Exchange Section 1

“Yoshimoto America”

Yoshimoto America, Inc., a company incorporated in Delaware, USA and
a wholly-owned subsidiary of the Purchaser

“Yoshimoto Music”

Yoshimoto Music Holdings, Inc., a company incorporated in Delaware,
USA and a wholly-owned subsidiar y of Fandango USA prior to its
dissolution on 30 November 2004
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For the purpose of illustration only, amounts denominated in Japanese Yen have been translated into Hong Kong
dollars using the conversion rate of one Japanese Yen to 0.0641 Hong Kong dollar, and amounts denominated in
US dollars have been translated into Hong Kong dollars using the conversion rate of one US dollar to 7.8 Hong
Kong dollars, unless otherwise indicated.
By Order of the Board
Rojam Entertainment Holdings Limited
Takeyasu Hashizume
President
Hong Kong, 13 February 2007
As at the date of this announcement, the Board comprises six executive Directors, namely Mr. Takeyasu
Hashizume, Mr. Tetsuo Mori, Mr. Osamu Nagashima, Mr. Mitsuo Sakauchi, Mr. Yukitsugu Shimizu and Mr.
Hiroshi Osaki; and three independent non-executive Directors, namely Mr. Seiichi Nakaoda, Mr. Kwong Pui Kei
and Mr. Law Kar Ping.
This announcement, for which the Directors collectively and individually accept full responsibility, includes particulars
given in compliance with the GEM Listing Rules for the purpose of giving information with regard to the
Company. The Directors, having made all reasonable enquiries, confirm that, to the best of their knowledge and
belief: (1) the information contained in this announcement is accurate and complete in all material respects and
not misleading; (2) there are no other matters the omission of which would make any statement in this
announcement misleading; and (3) all opinions expressed in this announcement have been arrived at after due
and careful consideration and are founded on bases and assumptions that are fair and reasonable.
This announcement will remain on the GEM website at www.hkgem.com on the “Latest Company Announcements”
page for at least 7 days from the date of its posting and on the website of the Company at www.rojam.com.
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