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Directors’ Report
EEERE

The directors present their annual report and the audited financial
statements of the Company and its subsidiaries (hereinafter
collectively referred to as the “Group”) for the year ended 31st
March, 2006.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of the principal subsidiaries are set out in note 40 to
the financial statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31st March, 2006

are set out in the consolidated income statement on page 31.

An interim dividend of HK5 cents per share and a special dividend
of HK7 cents per share amounting to HK$82,425,000 was paid
to shareholders during the year. The directors now recommend
the payment of a final dividend of HK4 cents per share to the
shareholders amounting to HK$27,477,000.

SHARE CAPITAL

Details of movements during the year in the share capital of the

Company are set out in note 29 to the financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements of property, plant and equipment of
the Group during the year are set out in note 13 to the financial
statements.

Annual Report 2006

EZeRREARANAMBAR (T XHHE
(AEEDBE_TTERFA=+T—"HLF
BZFEREREECHBRSE-

TEXRK
ARAA—MRERRAD - EEENBAT
2 EBREHHNG WA 40 -

FEARDE
AEEBE_TEAF-_A=+t—HLFEZ
XEHENENAE A KRR

FRE MR H EREFIRSA I R
f& S ZRR 78 5 5182,425,0008 L F 1R
REBRERAREGRIBULTRERE & H
27,477,000 Jt

% 2
KRARRERNZ /A E
5F29 -

AHIBE A T R M

ME-HENRE
ARERERZDE BERRES
B IR B 313 o

SEH



DIRECTORS
The directors of the Company during the year and up to the
date of this report were:

Executive Directors

Pan Su Tong

Dong Zhi Qiang

Siu Wai Yip (resigned on 21st February, 2006)
Huang Hui (resigned on 1st November, 2005)

Independent Non-Executive Directors
Lai Chi Kin, Lawrence

Ng Lai Man, Carmen

Cheung Kwan Wai, Sunny

Mr. Pan Su Tong and Dr. Ng Lai Man, Carmen will retire from
office at the forthcoming annual general meeting by rotation
pursuant to Article 105 of the Articles of Association of the

Company and, being eligible, will offer themselves for re-election.

The term of office of each director, including the independent
non-executive directors, is for a period up to his/her retirement
by rotation in accordance with the Company’s Articles of

Association.

None of the directors has a service contract with the Company
or any of its subsidiaries which is not determinable by the Group
within one year without payment of compensation, other than

statutory compensation.
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DIRECTORS’ INTERESTS IN SHARES AND EE2ROREERG ER
UNDERLYING SHARES

At 31st March, 2006, the interests of the directors and their R_EERFZA=+T—"H BEENEEH
associates in the shares and underlying shares of the Company BATRBARNGILZESRBAEERD ([FF
and its associated corporations, as recorded in the register REEEGI]) E352(6REFE 2 KRR AMA
maintained by the Company pursuant to Section 352 of the TRRBLELTMARESHTELSRHZIFE
Securities and Futures Ordinance (the “SFO"), or as otherwise TFHIZEME AR NEBHAEL AR AR
notified to the Company and The Stock Exchange of Hong Kong ZAERRNBRMD REBARDESHOT

Limited pursuant to the Model Code for Securities Transactions

by Directors of the Listed Companies, were as follows:

Long position Y-
(a) Ordinary shares of HK$0.05 each of the Company (a) RARSREEIE T EB
Percentage of
Number of issued the issued
ordinary share capital
shares held  of the Company
Name of director Capacity e g7 KRATREET
Espg L) ZERHA REZBDE
Mr. Pan Su Tong (“Mr. Pan") Held as beneficial owner 441,868,894 64.3257%

and through controlled
corporation (note)

EEABLTE MEDER AR
([&ERE]) RIAERTE (M)

Note: 2,446,000 shares were held by Mr. Pan and 439,422,894 MfsE: & %4 KJade Forest Limited ([Jade Forest] )

shares were held by Jade Forest Limited (“Jade Forest”). 2 Bl #F B 2,446,0000% } 439,422,894 % %

Jade Forest was 100% owned by Mr. Pan as at 31st MeRZTZENF=A=+—H Jade Forest

March, 2006. Accordingly, Mr. Pan was deemed to be BAELERBI100%ER - Bt BEEEHER

interested in the 439,422,894 shares held by Jade Forest. 7Y B H Jade Forestf B 2 439,422,894/%
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DIRECTORS’ INTERESTS IN SHARES AND
UNDERLYING SHARES (CONTINUED)

Directors’ Report
EEERE

ESzRRBEERDER (&)

(b)  Share options (b)  BERRAE
Number of Number of
Name of director Capacity options held underlying shares
EEnE 5% FEERERE HERGHE
Mr. Dong Zhi Qiang Beneficial owner 2,300,000 2,300,000
ELEEMAAE EmlEA A
Save disclosed herein: Br £ SCRTHE EE A AN

1. None of the directors or their spouses or children
under the age of 18 had any right to subscribe for
the securities of the Company, or had exercised
any such right during the year; and

2. At no time during the year was the Company or
any of its subsidiaries a party to any arrangements
to enable the directors of the company to acquire
benefits by means of the acquisition of shares in,
or debt securities (including debentures) of, the
Company or any other body corporate.

Save as disclosed above, at 31st March, 2006, none of
the directors nor their associates had any interests or
short positions in any shares, underlying shares or
debentures of the Company or any of its associated

corporations.

DISTRIBUTABLE RESERVES OF THE COMPANY
The Company'’s reserves available for distribution to shareholders
as at 31st March, 2006 represented the accumulated profits of
HK$60,056,000 (2005; HK$19,391,000).

1. FRAEESFHRFZRBIAR
TARFREEHRGARBAR
ARE 7 2 R TR B AT
o] LAt AR K

2. REREAKRE NRaasH I
o] P B8 2 B 3 4 2 B o BE
BYARBEFAREZBAAR
Al SRR H )R A B 88 2 B {0 =X
155‘% 7 (B3R E ) mEBF

BEXFBEEN R_TTRF=ZA=1+—

B IEBEFHABELBMEALREARRAL
HAL AR 2 A R 2 R - R D B 35
ZEFEDZIER-

ATz Ao ke

$L\ ﬂﬁé_g‘é /\i:ﬁ :“f’_ H —H#/\/)f?
AR 3R 2 FEHE o 48 2515 160,056,000 7T (=
T FHF:19,391,000/87C) °
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Matsunichi Communication Holdings Limited
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DIRECTORS’ INTERESTS IN CONTRACTS AND

CONNECTED TRANSACTIONS

(a) On 1st November, 2005, upon the completion of the
People’s Republic of China (“PRC") trade marks agreement
as disclosed in note 14 to the financial statements,
15,000,000 ordinary shares of the Company were allotted
and issued to Jade Forest Limited on that date at a price
of HK$1.47 being the closing price of shares.

(b) During the year, the Group paid rental charges of
HK$259,000 to Matsunichi Properties Holdings (HK)
Limited, a company in which Mr. Pan has a beneficial

interest.

The independent non-executive directors confirm that the
transactions have been entered into by the Company in the
ordinary course of its business, on normal commercial terms or
on terms no less favourable than terms available to or from
independent third parties, and in accordance with the terms of
the engagement governing such transactions that are fair and
reasonable and in the interests of the shareholders of the

Company as a whole.

Other than disclosed above, no contract of significance to which
the Company or its subsidiaries was a party and in which a
director of the Company had a material interest, whether directly
or indirectly, subsisted at the end of the year or at any time
during the year.

SHARE OPTIONS

Pursuant to the share option scheme (the “Scheme”) adopted
on 27th August, 2002 by a resolution passed by the Company’s
shareholders on the same date, the directors of the Company
may grant options as incentives to any participants as described
in the Scheme for the shares in the Company within a period of
ten years commencing from 27th August, 2002.

Details of the Scheme are set out in note 30 to the financial

statements.
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B E ()
TRIRERNRD AR 2 FERERHE

SHARE OPTIONS (CONTINUED)

The following tables disclose details of the Company’s share

options and movements in such holding during the year: B2E
(i) Directors (i) ==t
Number of share options
BREXA

Subscription Outstanding Granted Lapsed  Outstanding

price Exercisable at during during at

Date of grant per share period 1.4. 2005 the year the year 31.3.2006

R-BBLE R=ZBBARE

mA-H £ fh ZA=1-H

RAEA BRARE TS W RAT BRI BAA W R

HKS
BT

5.2.2004 1.30 5.2.2005 to 1,300,000 - (1,150,000) 150,000
4.2.2014
“ZTEE-ALA “ZTRE_ARAZE
—Z-mE_AMA

5.2.2004 1.30 5.2.2006 to 1,300,000 - (1,150,000) 150,000
4.2.2014
—ZZMF_AnA —ZERF_AnEZE
—Z-mE_AMA

20.4.2004 1.54 20.4.2004 to 500,000 - - 500,000
19.4.2014
ZZENENAZTA “ZENENAZTRE
ZE-MEMATRA

28.9.2005 1.43 28.9.2005 to - 3,500,000 (2,000,000) 1,500,000
27.9.2015
“EZREAAZTNR ZEERENAZTN\RE
ZEZ-RFEARAZTLA

3,100,000 3,500,000 (4,300,000) 2,300,000

EMETALAEE L BRES HED
RIEEZRGRAERBG #E] — 8
B

Details of options granted to the directors of the Company
have been disclosed under the paragraph headed

“Directors’ interests in shares and underlying shares”.
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EEEHRE
SHARE OPTIONS (CONTINUED) BRE (E)
(ii) Employees (other than directors) (i) 1EE (EEKRH)
Number of share options
BREHA
Subscription Outstanding Granted Lapsed Exercised  Outstanding
price Exercisable at during during during at
Date of grant per share period 1.4.2005 the year the year the year 31.3.2006
R-2Z1f RZBERE
mA-A ZA=t-H
REAH ERARE kid WATE  FRERY  EAEXXR  EREAE RS
HK$
-y
5.2.2004 1.30 5.2.2005 to 2,550,000 - (1,225,000) (50,000) 1,275,000
4.2.2014
_TEZME_ALA “STRf-ARAZ
—Z-mE_AEA
5.2.2004 1.30 5.2.2006 to 2,550,000 - (1,225,000) - 1,325,000
4.2.2014
“ZTME_ATA “ZERE-ARAE
—Z-mE_AEA
20.4.2004 1.54 20.4.2004 1o 8,350,000 - (1,950,000) - 6,400,000
19.4.2014
—ZTMEMA-TH “ZIMENA-TRE
“E-MENATAR
28.9.2005 143 28.9.2005 1o - 8,100,000 (300,000) - 7,800,000
27.9.2015
ZERREARZTN\E ZEERENRZTN\RE
“E-RFARZTLH

13,450,000 8,100,000 (4,700,000) (50,000) 16,800,000

Matsunichi Communication Holdings Limited
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EEEHRE
SHARE OPTIONS (CONTINUED) BRE (E)
(iii)  Other participants (iiy HthzmEE
Number of share options
BREHE

Subscription Outstanding Granted Lapsed Exercised  Outstanding

price Exercisable at during during during at

Date of grant per share period 1.4.2005 the year the year the year 31.3.2006

RZ2Z1f RZBERE

mA-A ZA=t-H

RLAH SRABE kid WATE  FRERY  FAEAR  FREAE GEXHEd

HK$
B

5.2.2004 130 5.2.2005 to 6,150,000 - - (750,000) 5,400,000
4.2.2014
“ZTME_ATA “STRf-ARAZ
—Z-mE_AEA

5.2.2004 1.30 5.2.2006 to 6,150,000 - - - 6,150,000
4.2.2014
“ZTME_ATA “EERE-ARAZ
—Z-mE_AEA

20.4.2004 1.54 20.4.2004 10 21,150,000 - - (5,500,000) 15,650,000
19.4.2014
“ZTMENA-TH “ZIMEMA-TRE
“E-MENATAR

33,450,000 - - (6,250,000) 27,200,000

The closing price of the Company’s shares immediately ARABOREERHEBR _ZTZANF

preceding the date of grant of 28th September, 2005 NAZH+NBRIZWTEAR1.438 T

was HK$1.43.
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Matsunichi Communication Holdings Limited

Directors’ Report
EEERSE

SUBSTANTIAL SHAREHOLDERS

As at 31st March, 2006, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the SFO
shows that Mr. Pan and his controlled corporation stated under
the paragraph headed “Directors’ interest in shares and
underlying shares” are the only substantial shareholder of the

Company.

Save as disclosed above, the Company has not been notified of
any other relevant interests or short positions in the issued share
capital of the Company as at 31st March, 2006.

CONFIRMATIONS OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received, from each of the independent non-
executive directors, an annual confirmation of his/her
independence pursuant to Rule 3.13 of the Rules Governing the
Listing Securities on The Stock Exchange of Hong Kong Limited.
The Company considers that all of its independent non-executive
Directors are independent.

EMOLUMENT POLICY
The emolument policy of the employees of the Group is set up
by the Remuneration Committee on the basis of their merit,

qualifications and competence.

The emoluments of the Directors are decided by the Remuneration
Committee, having regard to the Group’s operating results,

individual performance and comparable market statistics.
The Company has adopted a share option scheme as an incentive

to directors and eligible employees, details of the scheme are
set out in note 30 to the financial statements.
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MAJOR CUSTOMERS AND SUPPLIERS
For the year ended 31st March, 2006, the aggregate amount of
turnover attributable to the Group’s five largest customers
represented approximately 72% of the Group’s total turnover
for the year. The aggregate amount of turnover attributable to
the Group’s largest customer for the year was 31%.

For the year ended 31st March, 2006, the aggregate amount of
purchase attributable to the Group’s five largest suppliers
represented approximately 76% of the Group’s total purchase
for the year. The aggregate amount of purchases attributable to
the Group's largest supplier for the year was 62%.

None of the directors, their associates or any shareholder, which
to the knowledge of the directors, owns more than 5% of the
Company’s share capital, has interests in these customers or

suppliers during the year.

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

During the year, the Company repurchased certain of its own
shares through The Stock Exchange of Hong Kong Limited, details
of which are set out in note 29(d) to the financial statements.
The directors considered that, as the Company’s shares were
trading at a discount to the net asset value per share, the
repurchases would increase the net assets value per share of the

Company.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout
the year ended 31st March, 2006.

CORPORATE GOVERNANCE

Please see the “Corporate Governance Report” set out on pages
9 to 15 of this annual report for details of its compliance with
the Code on Corporate Governance Practices.
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AUDIT COMMITTEE

The Group’s annual report for the year ended 31st March, 2006
has been reviewed by the Audit Committee. Information on the
work of Audit Committee and its composition are set out in the
Corporate Governance Report on pages 9 to 15 of this annual
report.

AUDITORS

A resolution will be tabled at the forthcoming annual general
meeting of the Company to re-appoint Messrs. Deloitte Touche
Tohmatsu as auditors of the Company.

On behalf of the Board

Pan Su Tong
Director

21st July, 2006
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