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RESULTS ANNOUNCEMENT
FOR THE YEAR ENDED 31 MARCH 2006

CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE STOCK
EXCHANGE OF HONG KONG LIMITED (THE “STOCK EXCHANGE”)

GEM has been established as a market designed to accommodate companies to which a
high investment risk may be attached. In particular, companies may list on GEM with
neither a track record of profitability nor any obligation to forecast future profitability.
Furthermore, there may be risks arising out of the emerging nature of companies listed on
GEM and the business sectors or countries in which the companies operate. Prospective
investors should be aware of the potential risks of investing in such companies and should
make the decision to invest only after due and careful consideration. The greater risk
profile and other characteristics of GEM mean that it is a market more suited to professional
and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities
traded on GEM may be more susceptible to high market volatility than securities traded
on the Main Board and no assurance is given that there will be a liquid market in the
securities traded on GEM.

The principal means of information dissemination on GEM is publication on the internet
website operated by the Stock Exchange. Listed companies are not generally required to
issue paid announcements in gazetted newspapers. Accordingly, prospective investors should
note that they need to have access to the GEM website in order to obtain up-to-date
information on GEM-listed issuers.

The Stock Exchange takes no responsibility for the contents of this announcement, makes no representation as
to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising
from or in reliance upon the whole or any part of the contents of this announcement.

This announcement, for which the directors of Rojam Entertainment Holdings Limited (the “Directors”) collectively
and individually accept full responsibility, includes particulars given in compliance with the Rules Governing the
Listing of Securities on the Growth Enterprise Market of The Stock Exchange of Hong Kong Limited (the “GEM
Listing Rules”) for the purpose of giving information with regard to Rojam Entertainment Holdings Limited. 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.
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HIGHLIGHTS

The Group achieved its four th consecutive year of profit.

Profit before income tax amounted to HK$74.0 million, being a 4% increase from HK$70.8
million in the previous year.

Profit attributable to equity holders amounted to HK$40.2 million, being a 31% decrease
from HK$57.8 million in the previous year.

Basic earnings per share were 2.6 HK cents, compared to 3.7 HK cents in last year.

The Board is exploring the possibility of migrating the existing listing of the shares of the
Company on GEM to a listing of the shares of the Company on the Main Board.

The Board does not recommend the payment of a dividend.

PRESIDENT’S STATEMENT

The Group achieved its four th consecutive year of profit, generating a net profit of HK$40.2 million in the
financial year 2005/2006.

Financial Results

Turnover was HK$505.4 million in the financial year of 2005/2006, a slight 6% decline from HK$535.7
million in the previous financial year. Factors behind the drop included lower revenues recorded from the
Group’s record production and distribution business, resulting from the change in sales commission
arrangement with the distributors and fluctuation of exchange rate, and discotheque operation business,
resulting from the intense competition. Profit before income tax for the financial year amounted to
HK$74.0 million, representing an increase of 4% from HK$70.8 million of the last financial year. The
Group’s income tax returned to normal in this financial year, the effective tax rate changed from 17% to
46%. Lower effective tax rate in the previous financial year is primarily the consequence of the utilisation
of the available deferred tax assets of HK$21.9 million in prior financial years. Profit attributable to equity
holders was HK$40.2 million, being a 31% decrease from HK$57.8 million for the previous financial year.
Basic earnings per share were 2.6 HK cents, a decrease of 30% compared to 3.7 HK cents of last financial
year.

The board of Directors currently anticipates that the Company should retain cer tain por tion of its
distributable profit for future business expansion plan and thus, does not recommend the payment of a
dividend for the financial year 2005/2006.

Business Review

The Group’s businesses continued to develop well in the financial year 2005/2006. The Group maintained
its focus on its core record production and distribution business, implemented brand enhancement and
continued to expand its sales network. The record production and distribution business reported another
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strong performance for the year. It generated 96% of our Group’s total revenues. The change in sales
commission arrangement and the effect of the exchange rate fluctuation made the turnover from record
production and distribution business drop by 6% to HK$484.4 million from HK$514.8 million. Eliminating
these two factors, the revenue from this business has a 6% growth as compared to last year.

Revenue from the new digital distribution business amounted to HK$3.1 million. We will continue to
demonstrate our commitment to the rapidly growing digital distribution market and formulate our strategy
to fur ther develop our digital distribution business.

Results from Rojam Disco were affected by the keen competition in the domestic market. Revenue
declined by 16% to HK$15.1 million from HK$18.1 million. The Group has taken a number of steps to
consolidate its revenue base by introducing attractive new events and continuously revitalising the shop
environment and brand image, and has planned to develop a discotheque chain to serve as a platform to
replicate the Group’s business model to mainland China.

Outlook

Content is and will continue to be the king of entertainment in future. Securing rights over the content will
decide the strength of the players across all segments. The Group will capitalise on its established businesses
in Japan and mainland China to strengthen its profitability and business growth. The Group will continue its
strategic direction in increasing content sales in Japan while maintaining a diversified recurrent income base
from its packaged distribution business and discotheque business. The Group is also investigating opportunities
to expand its businesses in mainland China and other Asian region.

Going forward, the Group will fur ther capitalise on the operational synergies between Yoshimoto, Fandango
and the Group. The collaboration continues to allow the Group to leverage on the Yoshimoto’s extensive
pool of ar tists and Fandango’s mobile distribution network. The Group’s record production and distribution
business, digital distribution business and discotheque business are also complimentary to the activities of
both Yoshimoto and Fandango. On 25 May 2006, the subscription of 371,430,000 new shares by Fandango
was completed, this fund raising exercise strengthened the Group’s capital base and financial position,
which could facilitate the Group’s ongoing business development.

I am pleased to report that as announced in April 2006, the Group has star ted to explore the possibility
of migrating the existing listing of the shares of the Company on GEM to a listing of the shares of the
Company on the Main Board. Depending on the outcome, the Group may or may not proceed with the
migration to the Main Board. The Company will make fur ther announcements on any material developments
in relation to the possible alternative listing.

On behalf of the board of Directors, I would like to express my sincere appreciation to the management
and every member of our staff for their diligence, loyalty, dedication and continuing suppor t. We are also
grateful to our investors and business par tners for their support and confidence. I look forward to another
exhilarating financial year in 2006/2007.

Takeyasu Hashizume
President

Hong Kong, 26 May 2006



– 4 –

RESULTS

The board of directors (the “Board”) of Rojam Enter tainment Holdings Limited (the “Company”, together
with its subsidiaries, the “Group”) is pleased to announce the audited consolidated results of the Group
for the year ended 31 March 2006 together with the comparative audited figures for the preceding year
ended 31 March 2005 as set out below. The annual results have been reviewed by the audit committee.

CONSOLIDATED INCOME STATEMENT
FOR THE YEAR ENDED 31 MARCH 2006

As restated
2006 2005

Note HK$’000 HK$’000

Turnover 2 505,417 535,716
Cost of sales 3 (303,326) (293,168)

Gross profit 202,091 242,548

Selling and distribution expenses 3 (87,722) (133,491)
Other operating expenses 3 (40,340) (38,448)
Other loss, net 4 (709) (199)

Operating profit 73,320 70,410
Finance income 672 405

Profit before income tax 73,992 70,815
Income tax expense 5 (33,826) (11,825)

Profit for the year 40,166 58,990

Attributable to:
Equity holders of the Company 40,166 57,824
Minority interests – 1,166

40,166 58,990

Earnings per share for profit attributable to
the equity holders of the Company during the year
(expressed in HK cents per share)

– basic and diluted 6 2.6 3.7

Dividends 7 – 18,656
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CONSOLIDATED BALANCE SHEET
AS AT 31 MARCH 2006

As restated
2006 2005

Note HK$’000 HK$’000

ASSETS
Non-current assets

Intangible assets 184,774 171,288
Property, plant and equipment 13,606 22,120
Deposit for purchase of financial asset – 23,400
Available-for-sale financial asset 23,400 –
Deferred income tax assets 12,056 5,090

233,836 221,898
------------------- -------------------

Current assets
Inventories 14,553 7,521
Trade receivables 8 100,367 10,194
Other receivables and prepayments 9,052 11,036
Cash and cash equivalents 112,068 209,805

236,040 238,556
------------------- -------------------

Total assets 469,876 460,454

EQUITY
Capital and reserves attributable

to the Company’s equity holders

Share capital 9 155,468 155,468

Reserves 10 144,292 114,036

Proposed dividends 10 – 18,656

299,760 288,160

Minority interests 675 675

Total equity 300,435 288,835
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As restated
2006 2005

Note HK$’000 HK$’000

LIABILITIES
Non-current liabilities

Deferred income tax liabilities – 1,034

Current liabilities
Trade payables 11 91,081 87,290
Accruals and other payables 24,912 21,649
Receipt in advance 19,975 45,473
Current income tax liabilities 33,473 16,173

169,441 170,585

Total liabilities 169,441 171,619

Total equity and liabilities 469,876 460,454
------------------- -------------------

Net current assets 66,599 67,971
------------------- -------------------

Total assets less current liabilities 300,435 289,869
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Notes:

1. Basis of preparation

The consolidated financial statements of the Group have been prepared in accordance with Hong Kong Financial
Repor ting Standards (HKFRS). The consolidated financial statements have been prepared under the historical cost
convention, as modified by the revaluation of available-for-sale financial assets, which is carried at fair value.

The preparation of financial statements in conformity with HKFRS requires the use of cer tain cr itical accounting
estimates. It also requires management to exercise its judgement in the process of applying the Company’s accounting
policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are
significant to the consolidated financial statements.

The adoption of new/revised HKFRS

In the year ended 31 March 2006, the Group adopted the new/revised standards and interpretations of HKFRS below,
which are relevant to its operations. The comparatives for the year ended 31 March 2005 have been amended as
required, in accordance with the relevant requirements.

HKAS 1 Presentation of Financial Statements
HKAS 2 Inventories
HKAS 7 Cash Flow Statements
HKAS 8 Accounting Policies, Changes in Accounting Estimates and Errors
HKAS 10 Events after the Balance Sheet Date
HKAS 16 Proper ty, Plant and Equipment
HKAS 17 Leases
HKAS 21 The Effects of Changes in Foreign Exchange Rates
HKAS 24 Related Par ty Disclosures
HKAS 27 Consolidated and Separate Financial Statements
HKAS 32 Financial Instruments: Disclosures and Presentation
HKAS 33 Earnings per Share
HKAS 39 Financial Instruments: Recognition and Measurement
HKAS 39 (Amendment) Transition and Initial Recognition of Financial Assets and Financial Liabilities
HKAS Int 15 Operating Leases – Incentives
HKFRS 2 Share-based Payments

The adoption of new/revised HKASs 1, 2, 7, 8, 10, 16, 17, 21, 24, 27, 33 and HKAS-Int 15 did not result in substantial
changes to the Group’s accounting policies. In summary:

– HKAS 1 has affected the presentation of minority interest.

– HKASs 2, 7, 8, 10, 16, 17, 27, 33, and HKAS-Int 15 had no material effect on the Group’s policies.

– The functional currency of each of the consolidated entities has been re-evaluated based on the guidance to the
revised HKAS 21. All the Group entities have the same functional currency as the presentation currency for
respective entity financial statements.

– HKAS 24 has affected the identification of related par ties and some other related-par ty disclosures.

The adoption of HKFRS 2 has resulted in a change in the accounting policy for share-based payments. Until 31 March
2005, the provision of share options to employees did not result in the expense in the income statement. Under the
transitional provision of the new accounting standard, the costs of share options granted after 7 November 2002 and
had not yet vested on 1 April 2005 should be expensed retrospectively in the income statement. However, since all
share options have been cancelled during the year ended 31 March 2005 and there are no outstanding options as at 31
March 2005 and 2006, the adoption of HKFRS 2 has no impact to the Group.
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The adoption of HKASs 32 and 39 has resulted in a change in the accounting policy relating to the classification and
measurement of available-for-sale financial assets.

All changes in the accounting policies have been made in accordance with the transition provisions in the respective
standards, wherever applicable. All standards adopted by the Group require retrospective application other than:

– HKAS 21 – prospective accounting for goodwill and fair value adjustments as par t of foreign operations;

– HKAS 39 – does not permit to recognise, derecognise and measure financial assets and liabilities in accordance
with this standard on a retrospective basis;

– HKAS-Int 15 – does not require the recognition of incentives for lease beginning before 1 April 2005;

– HKFRS 2 – only retrospective application for all equity instruments granted after 7 November 2002 and not
vested at 1 April 2005; and

– HKFRS 3 – prospectively after 1 April 2004

The adoption of the above new/revised accounting standards has no material impact to the consolidated financial
statements.

Cer tain new standards, amendments and interpretations to existing standards have been published that are applicable
and mandatory for the Group’s accounting periods beginning on or after 1 April 2006 or later periods but which the
Group has not early adopted, as follows:

HKAS 39 and HKFRS 4 (Amendment), Financial Guarantee Contracts (effective from 1 April 2006). This
amendment requires issued financial guarantees, other than those previously asser ted by the entity to be insurance
contracts, to be initially recognised at their fair value, and subsequently measured at the higher of (a) the unamortised
balance of the related fees received and deferred, and (b) the expenditure required to settle the commitment at the
balance sheet date. Management considered this amendment to HKAS 39 and concluded that it is not relevant to the
Group.

HKFRS 7, Financial Instruments: Disclosures, and a complementary Amendment to HKAS 1,
Presentation of Financial Statements – Capital Disclosures (effective from 1 April 2007). HKFRS 7 introduces
new disclosures to improve the information about financial instruments. It requires the disclosure of qualitative and
quantitative information about exposure to risks arising from financial instruments, including specified minimum disclosures
about credit risk, liquidity risk and market risk, including sensitivity analysis to market risk. It replaces disclosure
requirements in HKAS 32, Financial Instruments: Disclosure and Presentation. It is applicable to all entities that repor t
under HKFRS. The amendment to HKAS 1 introduces disclosures about the level of an entity’s capital and how it
manages capital. The Group assessed the impact of HKFRS 7 and the amendment to HKAS 1 and concluded that the
main additional disclosures will be the sensitivity analysis to market risk and the capital disclosures required by the
amendment of HKAS 1. The Group will apply HKFRS 7 and the amendment to HKAS 1 from annual periods beginning 1
April 2007.

HKFRS-Int 4, Determining whether an Arrangement contains a Lease (effective from 1 April 2006). HKFRS-
Int 4 requires the determination of whether an arrangement is or contains a lease to be based on the substance of the
arrangement. It requires an assessment of whether : (a) fulfillment of the arrangement is dependent on the use of a
specific asset or assets (the asset); and (b) the arrangement conveys a right to use the asset. Management is currently
assessing the impact of HKFRS-Int 4 on the Group’s operations.
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2. Turnover, revenue and segment information

The Group is principally engaged in record production and distribution, music production, digital distribution and
discotheque operation. Revenues recognised during the years are as follows:

2006 2005
HK$’000 HK$’000

Turnover

Record production and distribution income 484,383 514,785
Music production income 2,040 2,636
Digital distribution income 3,053 –
Discotheque income 15,105 18,070
Others 836 225

505,417 535,716

Primar y reporting format – business segments

The Group is principally engaged in four main business segments:

Record production and distribution – producing and distributing records and audio-visual products under its own
labels, and records and audio-visual products containing master sound
recordings which have been licensed from third par ties

Music production – provision of encompassing producer services, master tape recordings, mixing
services, re-mixing services, arranging services and advisory services in respect
of selection of songs for records production

Digital distribution – production and provision of digital enter tainment content through multi-
media platforms such as internet, mobile phones and other digital media

Discotheque – operations of discotheque

The Group’s inter-segment transactions mainly consist of record production and distribution and music production
between subsidiaries. The transactions were entered into on terms similar to those with independent third par ties and
were eliminated on consolidation. Unallocated costs represent corporate expenses.

Segment assets consist primarily of proper ty, plant and equipment, intangible assets, inventories, receivables and
operating cash. They exclude deferred taxation and investments.

Segment liabilities comprise operating liabilities and exclude items such as taxation.

Capital expenditure comprises additions to proper ty, plant and equipment and intangible assets.
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The segment results for the year ended 31 March 2006 and segment assets and liabilities at 31 March 2006 and capital
expenditure for the year then ended are as follows:

2006

Record
production

and Digital Music
distribution distribution production Discotheque Others Elimination Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Turnover
External sales 484,383 3,053 2,040 15,105 836 – 505,417
Inter-segment sales 19 – – – – (19) –

Total 484,402 3,053 2,040 15,105 836 (19) 505,417

Segment results 76,168 480 322 1,810 836 – 79,616

Finance income 672
Unallocated corporate costs (6,296)

Profit before income tax 73,992
Income tax expense (33,826)

Profit for the year 40,166

Segment assets 372,851 – 961 40,674 – – 414,486

Unallocated corporate assets 55,390

Total assets 469,876

Segment liabilities (125,152) – (497) (8,931) – – (134,580)

Unallocated corporate liabilities (34,861)

Total liabilities (169,441)

Capital expenditure 51,256 – – 419 – – 51,675

Amor tisation of intangible
assets 33,916 – – – – – 33,916

Depreciation 7,334 – – 496 – – 7,830

Unallocated corporate
depreciation 20

7,850
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The segment results for the year ended 31 March 2005 and segment assets and liabilities at 31 March 2005 and capital
expenditure for the year then ended are as follows:

2005

Record
production

and Music
distribution production Discotheque Others Elimination Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
Turnover

External sales 514,785 2,636 18,070 225 – 535,716
Inter-segment sales 65 4,607 – – (4,672) –

Total 514,850 7,243 18,070 225 (4,672) 535,716

Segment results 88,409 (12,154) 1,296 35 – 77,586

Finance income 405
Unallocated corporate costs (7,176)

Profit before income tax 70,815
Income tax expense (11,825)

Profit for the year 58,990

Segment assets 353,453 1,133 38,557 1 – 393,144

Unallocated corporate assets 67,310

Total assets 460,454

Segment liabilities (148,156) (712) (4,394) – – (153,262)

Unallocated corporate liabilities (18,357)

Total liabilities (171,619)

Capital expenditure 34,714 – 1,230 – – 35,944

Unallocated corporate capital
expenditure 6

35,950

Amor tisation of intangible assets 22,619 – – – – 22,619

Impairment charge on intangible
assets 1,664 – – – – 1,664

Depreciation 8,347 40 513 1 – 8,901

Unallocated corporate
depreciation 98

8,999
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Secondary reporting format – geographical segments

Although the Group’s four business segments are managed on a worldwide basis, they operate in two main geographical
areas:

Japan – record production and distribution, digital distribution and music production

Mainland China – operations of discotheque

There are no sales or other transactions between the geographical segments.

Segment Segment Capital
Turnover results assets expenditure

2006 2006 2006 2006
HK$’000 HK$’000 HK$’000 HK$’000

Japan 490,312 77,806 373,812 51,256
Mainland China 15,105 1,810 40,674 419

505,417 79,616 414,486 51,675

Finance income 672
Unallocated corporate costs (6,296)

Profit before income tax 73,992

Unallocated corporate assets 55,390

Total assets 469,876

Segment Segment Capital
Turnover results assets expenditure

2005 2005 2005 2005
HK$’000 HK$’000 HK$’000 HK$’000

Japan 517,646 76,290 354,587 34,714
Mainland China 18,070 1,296 38,557 1,230

535,716 77,586 393,144 35,944

Finance income 405
Unallocated corporate costs (7,176)

Profit before income tax 70,815

Unallocated corporate assets 67,310

Total assets 460,454

Unallocated corporate capital expenditure 6

35,950
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3. Expenses by nature

Expenses included in cost of sales, selling and distribution expenses and other operating expenses are analysed as
follows:

2006 2005
HK$’000 HK$’000

Auditors’ remuneration 1,986 1,307
Cost of inventories sold 251,045 237,006
Depreciation of proper ty, plant and equipment 7,850 8,999
Operating leases on land and buildings 5,813 5,562
Record masters

– Amor tisation 33,916 22,619
– Impairment charges – 1,664

Write down of inventories 642 4,991
Bad debt written off 498 1,751
Employee benefit expense (including Directors’ emoluments) 31,194 28,261
Management fee paid to the minority shareholder 480 470
Others 97,964 152,477

Total expenses 431,388 465,107

4. Other loss, net

2006 2005
HK$’000 HK$’000

Recovery of bad debts previously written off – (334)
Net foreign exchange loss 709 533

709 199
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5. Income tax expense

No provision for Hong Kong profits tax has been made as the Company and its subsidiaries in Hong Kong have no
assessable profits for the current and prior year.

No provision for United States income tax has been made as the subsidiaries in the United States of America have no
assessable profits for the current and prior year.

The Japanese corporate income tax has been provided on the profit of the Group’s subsidiaries in Japan and is
calculated at the applicable rates, ranging from 6.2% to 30%.

The PRC taxation has been provided on the profit of the Group’s subsidiar y in the PRC and is calculated at the
applicable rates.

The amount of income tax charged to the consolidated income statement represents:

2006 2005
HK$’000 HK$’000

Current income tax:
– Japanese corporate income tax 42,615 16,815
– PRC taxation 481 –

Over-provision in prior years:
– Japanese corporate income tax (552) –
– PRC taxation – (16)

Deferred income tax (8,718) (4,974)

Income tax expense 33,826 11,825

The tax on the Group’s profit before income tax differs from the theoretical amount that would arise using the tax rate
of the home country of the Company as follows:

2006 2005
HK$’000 HK$’000

Profit before income tax 73,992 70,815

Calculated at a taxation rate of 17.5% (2005: 17.5%) 12,949 12,393
Effect of different taxation rates in other countries 19,038 22,048
Income not subject to taxation (96) (5,970)
Expenses not deductible for taxation purposes 2,487 4,982
Utilisation of unrecognised tax losses – (21,854)
Tax losses unrecognised – 242
Over-provision in prior years (552) (16)

Income tax expense 33,826 11,825
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6. Earnings per share

Basic

Basic earnings per share is calculated by dividing the profit attributable to equity holders of the Company by the
weighted average number of ordinary shares in issue during the year.

2006 2005

Profit attributable to equity holders of the Company (HK$’000) 40,166 57,824

Weighted average number of ordinary shares in issue (thousands) 1,554,684 1,554,684

Basic earnings per share (HK cents per share) 2.6 3.7

Diluted
2006 2005
Note

Profit attributable to equity holders of the Company (HK$’000) 40,166 57,824

Weighted average number of ordinary shares in issued (thousands) 1,554,684 1,554,684

Adjustment for share options (thousands) – 3,354

Weighted average number of ordinary shares for diluted earning
per share (thousands) 1,554,684 1,558,038

Diluted earnings per shares (HK cents per share) 2.6 3.7

Note: There were no dilutive potential ordinary shares during the year (note 9(b) and (c)).

7. Dividends

2006 2005
HK$’000 HK$’000

2005 Final, proposed, of 1.2 HK cents per share – 18,656

The Directors do not recommend the payment of a dividend for the year ended 31 March 2006 (2005: a final dividend
of 1.2 HK cents per share, totalling HK$18,656,000).
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8. Trade receivables
2006 2005

HK$’000 HK$’000

Trade receivables due from:
Third par ties 94,120 10,190
The immediate holding company 749 –
A fellow subsidiary 18 4
A related par ty 5,480 –

100,367 10,194

The carrying amount of the trade receivables approximates its fair value. All trade receivables are denominated in
Japanese Yen.

The majority of the Group’s turnover is on credit terms of sixty to ninety days except for the royalty income, of which
credit terms are normally negotiable between the Group and its customers. At 31 March 2006 and 2005, the ageing
analysis of the trade receivables, including trading balances due from the immediate holding company, a fellow subsidiary
and a related par ty was as follows:

2006 2005
HK$’000 HK$’000

Current 99,842 7,802
30-60 days 1,516 3,150
61-90 days 29 11
Over 90 days 807 726

102,194 11,689
Provision for impairment (1,827) (1,495)

100,367 10,194

The Group’s sales are made to several major customers. To minimise credit risks, collection of outstanding receivables is
closely monitored on an ongoing basis and deposits are also received in advance for sales made to cer tain customers.

The Group has recognised a loss of HK$498,000 for the impairment of its trade receivables during the year ended 31
March 2006 (2005: HK$1,751,000). The loss has been included in other operating expenses in the income statement.

9. Share capital
Authorised

ordinary shares of
HK$0.1 each

Number
of shares HK$’000

At 1 April 2004, 31 March 2005 and 31 March 2006 5,000,000,000 500,000

Issued and fully paid
ordinary shares of

HK$0.1 each
Number
of shares HK$’000

At 1 April 2004, 31 March 2005 and 31 March 2006 1,554,684,403 155,468
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(a) (i) Options to subscribe for up to an aggregate of 51,734,220 shares in the Company were granted on 21
May 2001 (the “Pre-IPO Grant of Options”) to individual grantees as an inducement to engage them for
the provision of producer ser vices to the Group pursuant to the terms of cer tain producer service
agreements.

(ii) Pursuant to a resolution passed by the shareholders of the Company on 21 May 2001, a share options
scheme (the “Share Options Scheme”) was adopted by the Company subject to the terms and conditions
stipulated therein.

(b) During the year ended 31 March 2005, no options were granted or exercised under the Pre-IPO Grant of
Options, and 51,734,220 options had been cancelled following the termination of producer service agreements
of the relevant individuals with the Group. As at 31 March 2005 and 2006, there are no outstanding options
under the Pre-IPO Grant of Options.

(c) On 23 September 2004, the Company passed an ordinary resolution in respect of the termination of the Share
Options Scheme. As at 31 March 2005 and 2006, there are no outstanding options under the Share Options
Scheme.

(d) On 18 April 2006, the Company entered into an agreement (“Subscription Agreement”) with Fandango, Inc.
(“Fandango”), the immediate holding company whereby Fandango subscribed for 371,430,000 new shares
(“Subscription Shares”) of the Company at HK$0.315 per share, representing approximately 23.89% of the then
existing issued share capital of the Company (“Subscription”). The aggregate subscription price for the Subscription
Shares amounted to approximately HK$117 million, which was settled in cash upon completion of the Subscription.
The Subscription Shares ranked, when fully paid and issued, pari passu in all respects with the then existing issued
shares. The net proceeds of the Subscription would applied towards the Group’s future investment in enter tainment
related projects, other potential investments and the general working capital of the Group as thought fit by the
Directors for such purposes. The ordinary resolution in relation to the Subscription was passed by the independent
shareholders on 22 May 2006 and the Subscription was completed on 25 May 2006.
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10. Reserves

(Accumulated
losses)/

Share Exchange retained
premium reserve earnings Total

HK$’000 HK$’000 HK$’000 HK$’000

At 1 April 2004 148,329 (7,317) (65,159) 75,853
Profit for the year – – 57,824 57,824
Exchange adjustment on translation of

accounts of overseas subsidiaries – (985) – (985)

At 31 March 2005 148,329 (8,302) (7,335) 132,692

Representing:
Reserves 114,036
Proposed dividends 18,656

At 31 March 2005 132,692

At 1 April 2005 148,329 (8,302) (7,335) 132,692
Profit for the year – – 40,166 40,166
Exchange adjustment on translation of

accounts of overseas subsidiaries – (9,910) – (9,910)
Final dividend for the year ended 31 March 2005 – – (18,656) (18,656)

At 31 March 2006 148,329 (18,212) 14,175 144,292

Representing:
Reserves 144,292
Proposed dividends –

At 31 March 2006 144,292

11. Trade payables

2006 2005
HK$’000 HK$’000

Trade payables due to:
Third par ties 83,952 78,110
The ultimate holding company 7,129 9,094
The immediate holding company – 86

91,081 87,290
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At 31 March 2006 and 2005, the ageing analysis of the trade payables, including trading balances due to the ultimate
holding company and the immediate holding company was as follows:

2006 2005
HK$’000 HK$’000

Current 81,677 81,720
30-60 days 9,306 5,007
61-90 days – 31
Over 90 days 98 532

91,081 87,290

Trade payables are denominated in the following currencies:

2006 2005
HK$’000 HK$’000

Japanese Yen 90,869 86,838
Renminbi 212 452

91,081 87,290

12. Commitments under operating leases – land and buildings

The Group had future aggregate minimum lease payments under non-cancellable operating leases as follows:

2006 2005
HK$’000 HK$’000

Not later than one year 5,088 3,965
Later than one year and not later than five years 6,110 599

11,198 4,564

13. Contingent liabilities

The Group and the Company had no material contingent liabilities at 31 March 2006 (2005: Nil).

14. Subsequent events

On 18 April 2006, the Company has entered into an agreement with Fandango, the immediate holding company
whereby Fandango subscribed for 371,430,000 new shares of the Company at HK$0.315 per share, representing
approximately 23.89% of the then existing issued share capital of the Company (note 9).

15. Comparative figures

Certain comparative figures have been restated to conform with the current year’s presentation.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Fourth Third Second First
Quarter Quarter Quarter Quarter

(Jan to Mar (Oct to Dec (Jul to Sept (Apr to Jun
2006) 2005) 2005) 2005) Total
HK$’M HK$’M HK$’M HK$’M HK$’M

Turnover 149.6 67.6 169.3 118.9 505.4
Operating expenditures* 121.7 68.6 135.8 106.0 432.1
Profit/(loss) from operations 28.0 (0.8) 33.7 13.1 74.0
Income tax expense/(credit) 13.6 (1.1) 15.4 5.9 33.8
Profit attributable to equity holders 14.4 0.3 18.2 7.3 40.2

* Cost of sales, selling & other operating expenses

Sales by business segments

Fourth Quarter Third Quarter Second Quarter First Quarter
(Jan to Mar (Oct to Dec (Jul to Sept (Apr to Jun

2006) 2005) 2005) 2005) Total
HK$’M % HK$’M % HK$’M % HK$’M % HK$’M %

Record production and
distribution 143.3 96 63.1 93 164.7 97 113.3 95 484.4 96

Music production 0.6 1 0.3 – – – 1.1 1 2.0 –
Digital distribution 2.2 1 0.4 1 0.4 1 0.1 – 3.1 1
Discotheque 3.2 2 3.8 6 4.0 2 4.1 4 15.1 3
Others 0.3 – – – 0.2 – 0.3 – 0.8 –

Group Total 149.6 100 67.6 100 169.3 100 118.9 100 505.4 100

Overall performance

The Group has recorded turnover of HK$505.4 million, a slight 6% decrease from that of HK$535.7 million
in the previous financial year. The Group recorded a profit before income tax of HK$74.0 million for the
year ended 31 March 2006, a 4% increase from HK$70.8 million for the year ended 31 March 2005. Profit
attributable to equity holders for the year was HK$40.2 million, being 31% decrease from HK$57.8 million
in the previous financial year.

Turnover and other revenue

The group recorded a total turnover and other revenue of approximately HK$506.1 million for the year
ended 31 March 2006, representing a slight drop of 6% from HK$536.1 million in the previous financial
year. The record production and distribution business was the largest revenue contributor at 96% (2005:
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96%), with discotheque business and digital distribution business each contributing 3% (2005: 3%) and 1%
(2005: Nil) respectively. Revenue generated in Japan represented 97% (2005: 97%) of total revenue, while
operations in mainland China contributed 3% (2005: 3%).

The change in the sales commission arrangement with the distributors has resulted in a decrease in the
Group’s record production and distribution income by HK$32.0 million for the year ended 31 March 2006.
Given the nature of the Group’s business, the exchange rate fluctuation of Japanese Yen also has an impact
on the reported results. With Japanese Yen’s weakening against the US Dollar in comparison with last year,
on average, the Group’s turnover and the total operating profit generated from Japan were reduced by
5%. Excluding the effect of the change in sales commission arrangement and the drop in exchange rate,
the Group’s record production and distribution income increased by 6%.

Segment results

Turnover from the record production and distribution business amounted to HK$484.4 million, a 6%
decrease from HK$514.8 million of the last financial year. Segment profit amounted to HK$76.2 million,
being a 14% decrease from HK$88.4 million. The decrease in the segment profit was due to the increase in
staff costs attributed to the production and the depreciation of Japanese Yen during the financial year. The
music production income was HK$2.0 million, a 23% decrease from HK$2.6 million in the last financial
year. Segment profit of HK$0.3 million was recorded, compared to a loss of HK$12.2 million in last
financial year. The digital distribution income was HK$3.1 million and segment profit was HK$0.5 million.
The revenue generated from the discotheque business was HK$15.1 million, being a 16% decline from
HK$18.1 million of the last financial year. Segment profit amounted to HK$1.8 million, a 38% increase from
HK$1.3 million in the last financial year.

Cost of sales and operating expenses

Cost of sales increased by 3% to HK$303.3 million from HK$293.2 million. Selling and distribution expenses
decreased by 34% to HK$87.7 million from HK$133.5 million as a result of the change in sales commission
arrangement for cer tain of its audio-visual products. The other operating expenses increased by 5% to
HK$40.3 million from HK$38.4 million as a result of the increase in staff costs.

The Group’s other operating expenses as a percentage of revenue was slightly increased from 7% to 8%,
reflecting the Group’s continuous effor ts in cost rationalisation. A well-managed and competitive cost base
has been established to promote fur ther revenue growth.

Income tax expense

The income tax expense increased to HK$33.8 million for the year ended 31 March 2006, being an
increase of 186% from HK$11.8 million for the previous financial year. The effective tax rate for the year
ended 31 March 2006 and 2005 was 46% and 17% respectively. Lower effective tax rate in the previous
financial year is primarily the consequence of the utilisation of the available deferred tax assets of HK$21.9
million in prior financial years.
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LIQUIDITY AND FINANCIAL RESOURCES

At 31 March 2006, the Group’s shareholders’ funds increased 4% to approximately HK$299.8 million as
compared to HK$288.2 million as at 31 March 2005. Total assets amounted to approximately HK$469.9
million (2005: HK$460.5 million), of which current assets amounted to HK$236.0 million (2005: HK$238.6
million). At 31 March 2006, the Group had current liabilities, non-current liabilities and minority interests
of approximately HK$169.4 million (2005: HK$170.6 million), HK$nil million (2005: HK$1.0 million) and
HK$0.7 million (2005: HK$0.7 million) respectively. Net asset value per share was HK$0.19 (2005: HK$0.19).
Current ratio was 1.4 (2005: 1.4).

The Group financed its operations with internally generated cash flows. At 31 March 2006, cash and bank
balances amounted to HK$112.1 million (2005: HK$209.8 million), which consists of 8% in Hong Kong
dollars, 72% in Japanese Yen, 12% in Renminbi and 8% held in US dollars. The Renminbi denominated
balances were placed with licensed banks in the PRC and the conversion of these balances into foreign
currencies is subject to the rules and regulation of foreign exchange control promulgated by the PRC
government. During the year ended 31 March 2006, the Group used HK$23.8 million in its operating
activities, HK$51.0 million in its investing activities and HK$18.7 million for payment of the final dividend
for the last financial year.

At 31 March 2006, the Group has no long-term borrowing, the same as for the past years. The gearing
ratio of the Group, calculated as total borrowings to shareholders’ funds, was zero.

EXPOSURE TO FLUCTUATIONS IN EXCHANGE RATES AND RELATED HEDGES

The Group’s exposure to foreign currencies is limited to its investment in foreign subsidiaries, which are
financed internally. At 31 March 2006, the Group has no outstanding foreign currency hedge contracts
(2005: Nil).

CHARGE ON GROUP ASSETS

At 31 March 2006, the Group did not have any charge on its assets (2005: Nil).

MATERIAL ACQUISITION/DISPOSAL AND SIGNIFICANT INVESTMENTS

The subscription of 30,000 shares of Series A Conver tible Preferred Stocks of Bellrock Media, Inc. at an
aggregate cash consideration of US$3,000,000 (equivalent to approximately HK$23,400,000) was completed
during the year.

The Group did not have any other plan for material investment, acquisition or disposal of material capital
assets at 31 March 2006.

CONTINGENT LIABILITIES

The Group had no material contingent liabilities at 31 March 2006 (2005: Nil).
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EMPLOYEE INFORMATION

At 31 March 2006, the Group had 120 (2005: 100) full-time employees in Hong Kong, Japan and Shanghai.
Staff costs, excluding Directors’ emoluments, totalled HK$25.7 million (2005: HK$18.9 million). The Group’s
remuneration policy is basically determined by the performance of individual employees. In general, salary
review is conducted annually. Staff benefits, including medical coverage and provident funds, are also
provided to employees.

OPERATIONS REVIEW

Record production and distribution

The record production and distribution business repor ted revenue of HK$484.4 million, a slight 6%
decrease from the turnover of HK$514.8 million recorded in last year. The decrease was attributable to
the change in sales commission arrangement and exchange rate fluctuations. Excluding these changes, the
record production and distribution income increased by 6%. The record production and distribution
business contributed 96% of the total revenue, being the largest revenue generator of the Group. Segment
profit was HK$76.2 million, being a 14% decrease from HK$88.4 million in last year.

For the financial year under review, the Group’s own label released a total of 83 music records and 71
audio-visual products, compared to 55 music records and 54 audio-visual products in the last financial year.

The second and four th quar ter recorded the highest sales in the financial year 2005/2006. Television is a
very effective and powerful promotional channel. Yoshimoto’s original television programmes continued to
have huge influence on consumers in Japan. Yoshimoto arranges those ar tists and comedians who also
work for the Group to produce recordings to perform in Yoshimoto’s programs broadcasted in Japan to
boost the popularity of those ar tists and comedians. The Group schedules the date of release of the
recordings of these ar tists and comedians subsequent to the broadcast of such television programs to
achieve better promotional effect on its products. The Group will continue to release its audio and audio-
visual which tie-in with the timing of broadcasting of the television programmes so that the Group could
pay relatively lower promotional costs in marketing its products but maximise their sales volumes and
revenues. During the financial year, the Group also star ted to sell its audio-visual products to rental shops
through its sales agent.

The popular dual men group, Downtown, released 3 sequels (volume 5 to volume 7) to their popular
“ ” DVD series during the financial year 2005/2006. Based on
historical records, the Downtown’s DVD series “ ” is one of the best sellers of
the Group. All ranked number 1 on the ORICON chart immediately after their releases. The cross-dressing
male comedian, Gorie, released his second single and DVD namely “PECORI♥NIGHT” in the second
quar ter of the financial year. The single was a hit in Japan and was also number 1 on the ORICON char t.
Other major-selling titles in the financial year included Kuzu’s single “ ”, Muga
Tsukaji, Atsushi Tsutsumishita and Yuuta Kajiwara’s debut single and DVD “ ” Robert’s
DVD “  LIVE! DVD 2005”, Razor Ramon HG’s single and DVD “Young Man”, and Blackmore’s
Night’s DVD “Castles&Dreams”.
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Digital distribution

Revenue from the digital distribution business amounted to HK$3.1 million and segment profit amounted
to HK$0.5 million for the year ended 31 March 2006. Although the digital distribution business has yet to
bring to the Group significant sales and profit contribution, the Group will fur ther develop this business.

During the year ended 31 March 2006, the Group has been at the forefront of the digital market in the
telecommunication sector in Japan. The Group has entered into digital par tnerships, in cooperation with
Fandango, with major mobile phone carriers in Japan, namely KDDI, NTT DoCoMo and Vodafone. The
Group’s full-length music tracks and promotional video can be downloaded to subscribers’ mobile phones.
The basic download rate ranges from 100 Yen (HK$7) to 360 Yen (HK$25) per song and 400 Yen (HK$28)
to 450 Yen (HK$32) per video. In addition, the successful launch of music download services with iTunes
through the internet in the third quar ter provided a new revenue stream for the Group.

Music production

Music production business is referred to the services encompassing producer services, master tape recording,
mixing services, re-mixing services, arranging services and advisory services offered by the Group to other
record companies. Revenue from the music production business dropped by 23% from HK$2.6 million to
HK$2.0 million. Segment profit was HK$0.3 million, compared to loss of HK$12.2 million in last year.

Rojam Disco

The discotheque business repor ted revenue of HK$15.1 million with a segment profit of HK$1.8 million,
representing a 16% decrease and 38% increase in turnover and segment profit respectively, when compared
to revenue of HK$18.1 million and a segment profit of HK$1.3 million in previous year.

The average daily customer flow for the financial year at Rojam Disco was around 600, a drop of 18%
from 730 as recorded in the previous financial year. The average spending level was however at the same
level of that of the previous year. The primary reason for the decrease in turnover was because of the
drop of admission income, which in par t reflects the intense competition in the entertainment industry in
Shanghai. The international DJ parties and hip-hop dancing par ties continued to receive well response from
the customers. Rojam Disco has also organised various new events, namely Japanese comedian – Fujii
Takashi’s show, and froth par ties during the financial year. This was the first year the discotheque organised
froth par ties and they were successful in terms of revenue and gimmicks.

The lease of the discotheque premises in Shanghai was renewed in the first quar ter of the financial year
2005/2006. As the rents of the premises were approximately 25% of the total expenses of the discotheque
on average over the previous years, the operating results of the discotheque were typically impacted by
higher rentals. In view of this, Rojam Disco has successfully secured reasonable rental rates for each of the
five years to reduce exposure to substantial increase in rents in the next five years.

PROSPECTS

Moving forward, the Group will continue to produce high quality music and visual content to secure
profitability and business growth and develop its digital distribution business in Asia. The Group will also
expand the discotheque business and employ Rojam Disco as a platform to replicate the Group’s successful
business model in mainland China.
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CORPORATE GOVERNANCE

The Company applied the principles and complied with all the code provisions set out in the Code on
Corporate Governance Practices (the “Code”) contained in Appendix 15 of the GEM Listing Rules
throughout the year ended 31 March 2006, except the following deviations:

Distinctive roles of Chairman and Chief Executive Officer

Code Provisions

Under the Code, the roles of chairman and chief executive officer should be separate and should not be
performed by the same individual. The division of responsibilities between the chairman and chief executive
officer should be clearly established and set out in writing.

Deviation and its Reasons

Mr. Takeyasu Hashizume is the President of the Company who is responsible for managing the Board and
the Group’s business. Mr. Hashizume has been the President of the Company since 2003. In view of the
current operation of the Group, the management considered that there is no imminent need to change
the arrangement.

Remuneration Committee

Code Provisions

Under the Code, issuers should establish a remuneration committee with specific written terms of reference
which deal clearly with its authority and duties. A majority of the members of the remuneration committee
should be independent non-executive directors.

Deviation and its Reasons

The Company is in the progress of forming a remuneration committee, which is expected to be established
by the end of 2006.

Communication with Shareholders

Code Provisions

Under the Code, the chairman of the board should attend the annual general meeting and arrange for the
chairmen of the audit, remuneration and nomination committees (as appropriate) or in the absence of the
chairman of such committees, another member of the committee or failing this his duly appointed
delegate, to be available to answer questions at the general meeting. The chairman of the independent
board committee (if any) should also be available to answer questions at any general meeting to approve a
connected transaction or any other transaction that is subject to independent shareholders’ approval.
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Deviation and its Reasons

Whilst the Company endeavours to maintain an on-going dialogue with its shareholders, the President may
not always be able to attend the annual general meeting due to other important business engagement. Mr.
Arihito Yamada, an executive Director, attended the 2005 annual general meeting held on 20 June 2005
and answered questions raised at the meeting.

CODE OF CONDUCT REGARDING SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted a code of conduct regarding securities transactions by Directors on terms no
less exacting than the required standard of dealings set out in Rules 5.48 to 5.67 of the GEM Listing Rules.
The Company had also made specific enquiry of all Directors and the Company was not aware of any
non-compliance with the required standard of dealings regarding securities transactions by Directors
during the year ended 31 March 2006.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the Company’s listed
securities during the year ended 31 March 2006.

By Order of the Board
Takeyasu Hashizume

President

Hong Kong, 26 May 2006

As at the date of this announcement, the Board comprises seven executive Directors, namely Mr. Takeyasu
Hashizume, Mr. Tetsuo Mori, Mr. Osamu Nagashima, Mr. Mitsuo Sakauchi, Mr. Arihito Yamada, 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 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.


