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VIBI0HS AHEAD

HANNY HOLDINGS LIMITED

(Incorporated in Bermuda with limited liabiliry)
RETIREMENT OF DIRECTOR

The Board of Directors (the “Board”) of
Hanny Holdings Limited (the “Company”)
announces that in accordance with the Bye-
laws of the Company, Ms. Ma Wai Man,
Catherine (“Ms. Ma”) has retired by rotation
as an independent non-executive director at
the Annual General Meecting of the Company
held on 28th August 2003.

On behalf of the Board, I would like to thank
Ms. Ma for her past valuable contribution to
the Company.

By Order of the Board
Hanny Holdings Limited
Dr. Chan Kwok Keung, Charles
Chairman

Hong Kong, 28th August, 2003




The Stock Exchange of Hong Kong Limited 1akes no responsibility for the contents of this announcement, makes no representation as 1o its accuracy or
completeness and expressly disclaims any linbility whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents
of this announcement.
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HANNY HOLDINGS LIMITED PAUL Y. - ITC CONSTRUCTION HOLDINGS LIMITED

{Incorporated in Bermuda with limited liability) {Incorporated in Bermuda with limited liability)

Q)

CHINA STRATEGIC HOLDINGS LIMITED

(Incorporated in Hong Kong with limited liability)

Unconditional cash offer by

- Kingsway SW Securities Limited
on behalf of Calisan Developments Limited and Well Orient Limited,
each being indirect wholly-owned subsidiary of
Paul Y. - ITC Construction Holdings Limited and
Hanny Holdings Limited respectively,
to acquire all the issued China Strategic Shares and
outstanding China Strategic Warrants, other than the China Strategic Shares
and China Strategic Warrants presently owned by the Offerors
and parties acting in concert with them,
and to cancel all outstanding China Strategic Options

Despatch of the Offeree Document

The Offeree Document, which contain, inter alia, letter from the China Strategic Board, letters from the Independent Director and
First Shanghai, the independent financial adviser to the Independent Director, in respect of the Offers, will be despatched on 26
August 2003, from which date the Offers will remain open for 14 days. The Offers will close on 9 September 2003.

China Strategic Sharebolders and China Strategic Warrantholders should review the Offeree Document carefully before deciding
whether to accept or reject the Offers.

Investors are advised to exercise caution in dealings in the China Strategic Shares and China Strategic Warrants.

Reference is made to the joint announcements dated 8 July 2003 and 21 July 2003 made by ITC Corporation, Paul Y. - ITC, Hanny
and China Strategic, the joint announcement dated 28 July 2003 issued by Paul Y. - ITC and Hanny, the joint announcement dated 11
August 2003 issued by Paul Y. - ITC, Hanny and China Strategic and the offer document issued on 29 July 2003 (“Offer Document™).
Terms defined in the Offer Document shall have the same meanings wben used in this announcement, unless the context requires
otherwise.

Despatch of the Offeree Document

The Offerse Document, which contain, inter alia, letter from the board of directors of China Strategic (“China Strategic Board”™), letters
from the independent director of China Strategic (“Independent Director™) and First Shanghai Capital Limited (“First Shanghai™), the
independent financial adviser to the Independent Director, in respect of the Offers, will be despatched on 26 August 2003.

China Strategic Shareholders and China Strategic Warrantholders should review the Offeree Document carefully before deciding
whether to accept or reject the Offers.

Unless the Offers are extended, the latest time for acceptance of the Offers is 4:00 p.m. on Tuesday, 9 September 2003 and the Offers
will close on 9 September 2003.

General
Investors are advised to exercise caution in dealings in the China Strategic Shares and China Strategic Warrants.

By order of the board By order of the board
HANNY HOLDINGS LIMITED PAUL Y. - ITC CONSTRUCTION HOLDINGS LIMITED
Lui Siu Tsuen, Richard Chau Mei Wah, Rosanna
Deputy Managing Director Executive Director

By order of the board
CHINA STRATEGIC HOLDINGS LIMITED
Dr. Chan Kwok Keung, Charles
Chairman

Hong Kong, 25 August 2003

The directors of Hanny jointly and severally accept full responsibiliry for the accuracy of the information coniained in this announcement other than that
relaring ro China Strategic and confirm, having made all reasonable enquiries, that to the best of their knowledge and belief, opinions expressed in this
announcement other than those relating ro China Sirategic have been arrived at after due and careful consideration and there are no other facts not
contained in this announcemeni, the omission of which would make any siatement in this announcement misleading.

The directors of Paul Y. - ITC jointly and severally accept full responsibility for the accuracy of the information conrained in this announcement other
than that relating 10 China Straregic and confirm. having made all reasonable enquiries, that 10 the best of their knowledge and belief, opinions expressed
in this announcement other than those relating 1o China Strategic have been arrived at after due and careful consideration and there are no orher facts
not contained in this announcement, the omission of which would make any statement in this announcement misleading.

The directors of China Strategic joinily and severally accepr full responsibility for the accuracy of the information ined in this an nt other
than thar relating to Hanny and Paul Y. - ITC and confirm, having made all reasonable ¢nquiries, that 10 the best of their knowledge and belief, opinions
expressed in this announcement other than rhose relating 1o Hanny and Paul Y. - ITC have been arrived at afier due and careful consideration and there
are no other facis not contained in this announcement, the amission of which would make any statement in this announcement misleading.
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VISIONS AHEAD

HANNY HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)
APPOINTMENT OF DIRECTOR

The Board of Directors (the “Board”) of Hanny
Holdings Limited:(the “Company”) is pleased
to announce that Mr. Kwok Ka Lap, Alva has
been appointed as an independent non-executive
director of the Company with effect from 17th
July, 2003.

By Order of the Board
Hanny Holdings Limited
Dr. Chan Kwok Keung, Charles
Chairman

Hong Kong, 22nd July 2003




The Stock Exchange of Hong Kong Limited 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.

HANNY

VISIONS AMEAD

HANNY HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability}

PAUL Y. - ITC CONSTRUCTION HOLDINGS LIMITED

(Incorporated in Bermuda with limited liabiliry)

DESPATCH OF OFFER DOCUMENT
Mandatory conditional cash offer by

Kingsway SW Securities Limited
on behalf of Calisan Developments Limited and Well Orient Limited,
each being indirect wholly-owned subsidiary of
Paul Y. - ITC Construction Holdings Limited and Hanny Holdings Limited respectively,
to acquire all the issued China Strategic Shares and
outstanding China Strategic Warrants, other than the China Strategic Shares
. and China Strategic Warrants presently owned by the Offerors
and parties acting in concert with them,
and to cancel all outstanding China Strategic Options

Financial Adviser to Hanny Holdings Limited and
Paul Y. - ITC Construction Holdings Limited

Kingsway Capital Limited

China Strategic Warrants.

deciding whether or not to accept the Offers.

The Offer Document, together with the forms of acceptance and form of renunciation, containing, inter alia, details of the Offers will be
despatched to the holders of China Strategic Shares, China Strategic Warrants and China Strategic Options on 29 July 2003.

In accordance with the Takeovers Code, the Offeree Document must be sent to the holders of China Strategic Shares, China Strategic Warrants
and China Strategic Options within 14 days from the date of the Offer Document.

The Offers will close on Tuesday, 26 August 2003. The latest time and date to accept the Offers will be 4:00 p.m. on Tuesday, 26 August 2003.
China Strategic Shareholders and China Strategic Warrantholders should exercise caution when dealing in China Strategic Shares and

Holders of China Strategic Shares, China Strategic Warrants and China Strategic Options are strongly advised to read the Offeree
Document, especially the letter from the Independent Board Committee and the letter from the independent financial adviser, before

Reference is made to the joint announcements dated 8 and 21 July 2003
(the “Announcements”™) issued by ITC Corporation, Hanny, Paul Y. -
ITC and China Strategic with respect to the Offers. Terms defined in the
Announcements shall have the same meanings when used herein unless
provide otherwise.

Despatch of Offer Document

An offer document (“Offer Document”) together with the form of
acceptance and form of renunciation, containing, inter alia, details of
the Offers will be despatched to the holders of China Strategic Shares,
China Strategic Warrants and China Strategic Options on 29 July 2003.

Under the Takeovers Code, an offeree document to be issued by China
Strategic containing, inter alia, a letter from the Independent Board
Committee formed for the purpose of advising the independent China
Strategic Shareholders, independent China Strategic Warrantholders
and China Strategic Options holder on the Offers and a letter of advice
from the independent financial adviser of China Strategic appointed to
advise the Independent Board Committee on the Offers (“Offeree
Document”) must be sent to the independent China Strategic
Shareholders, independent China Strategic Warrantholders and China
Strategic Options holder within 14 days from the date of the Offer
Document. In the event that the Offeree Document is not posted by 12
August 2003, the Offerors will extend the time and/or date for
acceptance of the Offers.

China Strategic Shareholders and China Strategic Warrantholders
should exercise caution when dealing in China Strategic Shares and
China Strategic Warrants.

Holders of China Strategic Shares, China Strategic Warrants and
China Strategic Options are strongly advised to read the Offeree
Document, especially the letter from the Independent Board
Committee and the letter from the independent financial adviser,
before deciding whether or not to accept the Offers.

The Offers will close on Tuesday, 26 August 2003. The latest time and
date to accept the Offers will be 4:00 p.m. on Tuesday, 26 August 2003.
Holders of China Strategic Shares and China Strategic Warrants who
wish to accept the Share Offer and Warrant Offer must submit their duly
completed form of acceptance together with the relevant documents to

Standard Registrars Limited at Ground Floor, Bank of East Asia
Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong and
China Strategic Options holder who wish to accept the Option Offer
must submit her duly completed form of renunciation together with the
relevant documents to China Strategic at 8th Floor, Paul Y. Centre, 51
Hung To Road, Kwun Tong, Kowloon, Hong Kong for the attention of
the company secretary of China Strategic both by no later than 4:00
p.m. (Hong Kong time) on Tuesday, 26 August 2003. Unless the Offers
have previously been revised or extended in accordance with the terms
and condition of the Offers and the Takeovers Code, the latest time and
date for acceptance of the Offers is 4:00 p.m. (Hong Kong time) on
Tuesday, 26 August 2003. The Offerors have no intention to extend the
time and/or date for acceptance of the Offers but reserve the right to do
so in accordance with the Takeovers Code.

The Offerors will publish an announcement on the Stock Exchange’s
website by 7:00 p.m. on Tuesday, 26 August 2003 stating whether the
Offers have expired or have become or been declared unconditional.
Such announcement will be republished in newspapers on Wednesday,
27 August 2003.

By order of the board
HANNY HOLDINGS LIMITED
Lui Siu Tsuen, Richard
Depury Managing Director

By order of the board
PAUL Y. - ITC CONSTRUCTION
HOLDINGS LIMITED
Chauo Mei Wah, Rosanna
Executive Director

Hong Kong, 28 July 2003

The directors of Hanny jointly and severally accept full responsibility for the
accuracy of the information contained in this announcemenr and confirm, having
made all reasonable enquiries, that to the best of their knowledge and belief,
opinions expressed in this announcement have been arrived ar after due and careful
consideration and there are no other facts not contained in this announcement, the
omission of which would make any statement in this announcement misleading.

The directors of Paul Y. - ITC joinily and severally accept full responsibility for the
accuracy of the information contained in this announcement and confirm, having
made all reasonable enquiries, that to the best of their knowledge and belief,
opinions expressed in this announcement have been arrived a1 after due and careful
consideration and there are no other facts not contained in this announcement, the
omission of which would make any statement in this announcement misleading.
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VISIONS AHEAD

HANNY HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

ANNOUNCEMENT OF RESULTS
FOR THE YEAR ENDED MARCH 31, 2003

SUMMARY OF RESULTS

The board of directors (the “B oard”) of Hanny Holdings Limited (the “Company”) announces

the audited consolidated results of the Company and its subsidiaries (the “Group”) for the year

ended March 31, 2003 together with comparative figures for the previous year are as follows:

Consolidated Income Statement

TURNOVER
COST OF SALES

GROSS PROFIT

OTHER OPERATING INCOME
DISTRIBUTION COSTS
ADMINISTRATIVE EXPENSES
OTHER OPERATING EXPENSES

PROFIT (LOSS) BEFORE IMPAIRMENT
LOSS ON INVESTMENT SECURITIES

IMPAIRMENT LOSS ON INVESTMENT
SECURITIES

Year ended March 31,

2003 2002

Notes HK$’000 HK$°000
2 4,162,804 4,373,909
(3,248,769) (3,560,003)

914,035 813,906

3 96,980 62,505
(685,793) (443,261)
(278,968) (267,238)
4 (38,608) (169,262)
7,646 (3,350)
(323,287) (15,676)

HANNY HOLDINGS LIMITED -~ Announcement
21 July, 2003



LOSS FROM OPERATIONS 5 (315,641) (19,026)

FINANCE COSTS 6 (31,669) (58,144)
SHARE OF RESULTS OF ASSOCIATES (32,397) (3,499)
ALLOWANCE FOR LOANS TO ASSOCIATES (79,595) -
AMORTIZATION OF GOODWILL ARISING

ON ACQUISITION OF AN ASSOCIATE (6,612) -

IMPAIRMENT LOSS ON GOODWILL
ARISING ON ACQUISITION OF

AN ASSOCIATE (104,585) -
NET GAIN ON DISPOSAL OF SUBSIDIARIES ‘

AND ASSOCIATES 25 5,625
LOSS.BEFORE TAXATION (570,474) (75,044)
TAXATION 7 35,755 2,686
LOSS BEFORE MINORITY INTERESTS (606,229) (77,730)
MINORITY INTERESTS 42,243 24,725
LOSS FOR THE YEAR (648,472) (102,455)
DIVIDEND 8 - 9,647
LOSS PER SHARE 9

— Basic HK$(4.05) HK$(0.64)
Notes:

1. Adoption of Statements of Standard Accounting Practice

In the current year, the Group adopted, for the first time, a number of new and revised
Statements of Standard Accounting Practice (“SSAPs”) issued by the Hong Kong Society
of Accountants. The adoption of these SSAPs has resulted in a change in the format of
presentation of the cash flow statement and an inclusion of the statement of changes in
equity, but has had no material effect on the results for the current or prior accounting

periods. Accordingly, no prior period adjustment is required.

HANNY HOLDINGS LIMITED -~ Announcement
21 July, 2003




Turnover and segment information

The Group is currently operating into three business segments, namely trading of computer
related products, consumer electronic products and securities. Segment information about
these businesses is presented below:

2003
Trading of Trading of
computer consumer
related  electronic Trading

products products of securities Consolidated

HK$’000 HK$’000 HK$’000.  HK$’000
TURNOVER
External sales 2,975,181 1,109,617 78,006 4,162,804
SEGMENT RESULT 97,875 20,177 (110,408) 7,644
Interest income 38,640
Unallocated corporate expenses (38,644)

Profit before impairment loss on
investment securities 7,646
Impairment loss on investment

securities (323,287)
Loss from operations (315,641)
Finance costs _ (31,669)
Share of results of associates (32,397)
Allowance for loans to associates (79,595)

Amortization of goodwill

arising on acquisition of

an associate (6,612)
Impairment loss on goodwill

arising on acquisition of

an associate (104,585)
Net gain on disposal of

subsidiaries and associates 25

HANNY HOLDINGS LIMITED - Announcement
21 July, 2003



Loss before taxation

Taxation
Loss before minority interests

2002

TURNOVER

External sales
SEGMENT RESULT

Interest income
Unallocated corporate expenses

Loss before impairment loss on
investment securities
Impairment loss on investment

securities

Loss from operations
Finance costs

Share of results of associates
Net gain on disposal of

subsidiaries and associates

Loss before taxation

Taxation

Loss before minority interests

(570,474)
35,755

(606,229)

Trading of Trading of
computer  consumer
related  electronic
products products of securities Consolidated
HK$°000 HK$’000 HK$'000
2,575,258 1,136,135 4,373,909
94,702 21,473 (4,342)
34,183
(33,191)
(3,350)
(15,676)
(19,026)
(58,144)
(3,499)
5,625
(75,044)
2,686
(77,730)
4

HANNY HOLDINGS LIMITED - Announcement

21 July, 2003



Other operating income

Other operating income included the following items:

Interest income
Exchange gain
Internet service income

Royalty income

Other operating expenses

Net unrealized holding loss on other investments
Write off of long-term loans and interest receivable

Impairment loss on property, plant and equipment

Loss from operations

Year ended March 31,

2003 2002
HK$’000 HK3°000
38,646 34,183
18,974 -
5,262 8,175
3,063 4,930

Year ended March 31,

2003 2002
HK$’000 HK$°000
26,482 169,262
10,821 -
1,305 - =
38,608 169,262

Year ended March 31,
2003 2002
HKS$’000 HK$’000

Loss from operations has been arrived at after charging (crediting):

Staff costs (including directors’ emoluments):
Salaries and other benefits

Retirement benefits scheme contributions

151,729 143,021
3,854 1,179
155,583 144,200

HANNY HOLDINGS LIMITED - Announcement

21 July, 2003



Depreciation and amortization:
Amortization of intangible assets 14,338 14,338
Depreciation and amortization on property, plant

and equipment:

— Owned assets 20,816 17,008

— Assets held under finance leases 455 2,554
35,609 33,900

Allowance for bad and doubtful debts 38,963 22,019
Allowance for loans receivable 22,056 6,000
Auditors’ remuneration 7,003 4,715
Net realized loss (gain) on other investments 83,926 (48,745)
Loss on disposal of property, plant and equipment 3,373 1,075

Finance Costs

Year ended March 31,

2003 2002
HKS$’000 HK$’000
Interest on borrowings wholly
repayable within five years:
— Bank loans and overdrafts 10,458 18,315
— Convertible note - 19,262
— Finance leases 244 321
— Other loans 20,360 19,575
Interest on bank loans not wholly repayable
within five years 607 671
31,669 58,144
6

HANNY HOLDINGS LIMITED - Announcement
21 July, 2003




Taxation

Year ended March 31,

2003 2002
HK$’000 HK$’000
The charge comprises:

Profits tax provided for the year
Hong Kong 141 631
Overseas 31,773 1,855
31,914 2,486
Share of tax on results of associates 3,841 200
35,755 2,686

Hong Kong Profits Tax is calculated at 16% of the estimated assessable profit for the
year.

Taxation arising in other jurisdictions is calculated at the rates prevailing in the respective
jurisdictions.

No provision for Hong Kong Profits Tax or overseas taxation has been made for the year
in respect of certain companies of the Group because these companies either incurred tax
losses for the year or had their estimated assessable profits for the year wholly absorbed
by tax losses brought forward.

Dividend

Year ended March 31,

2003 2002
HK$’000 HK$°000
2001 final dividend of HK6 cents with a scrip dividend
per share (adjusted for the effect of the consolidation
of the Company’s shares during the year) - 9,647

HANNY HOLDINGS LIMITED - Announcement
21 July, 2003



9. Loss per share

The calculation of the basic loss per share is based on the loss for the year of
HK$648,472,000 (2002: HK$102,455,000) and on the weighted average number of shares
in issue during the year of 160,303,174 shares (2002: 160,525,763 shares after adjusted

for the effect of the consolidation of the Company’s shares during the year).

The computation of diluted loss per share for the years ended March 31, 2003 and 2002
has not assumed the exercise of the Company’s share options for the year ended March
31, 2003, and the conversion of the Company’s outstanding convertible note and the
exercise of the Company’s warrants and share options for the year ended March 31, 2002
because their exercise or conversion would result in a decrease in loss per share for the

respective years.
TRANSFER FROM/TO RESERVE

For the year ended March 31, 2003, the Company transferred from the share premium account
of HK$1,974.6 million to the contributed surplus account and from the contributed surplus
account of HK$460.0 million to the deficit account. '

FINAL DIVIDEND

No interim dividend was paid during the year. The Board has recommended the payment of a
final dividend of HK2 cents per share (2002: Nil) to be paid to shareholders whose names
appear on the Register of Members of the Company on Monday, September 29, 2003. Subject
to shareholders’ approval at the Annual General Meeting, the proposed final dividend will be
paid to shareholders on Tuesday, October 21, 2003.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Thursday, September 25, 2003
to Monday, September 29, 2003, both days inclusive, during which period no transfer of
shares will be effected. In order to qualify for the proposed final dividend, all share transfers,
accompanied by the relevant share certificates, must be lodged with the Company’s branch
registrars, Secretaries Limited at Ground Floor, Bank of East Asia Harbour View Centre, 56
Gloucester Road, Hong Kong for registration not later than 4:00 p.m. on Wednesday, September
24, 2003.

HANNY HOLDINGS LIMITED - Announcement
21 July, 2003




CHAIRMAN'’S STATEMENT

I would like to present to our shareholders the 2002/2003 annual report of the Company.
Results and financial review

Results

For the year ended March 31, 2003, the Group’s audited consolidated loss before minority
interests was HK$606.2 million (2002: HK$77‘.7 million), which was mainly composed of net
gain from trading of computer related and consumer electronic products before other operating
expenses of HK$118.2 million (2002: HK$117.2 million), realized and unrealized holding
loss on other investments of HK$110.4 million (2002: HK$120.5 million), impairment loss on
investment securities and goodwill arising on acquisition of an associate of HK$427.9 million
(2002: HK$15.7 million), finance costs of HK$31.7 million (2002: HK$58.1 million), net loss
from gain on disposal of subsidiaries and associates and loss on allowance for loans to associates
of HK$79.6 million (2002: gain of HK$5.6 million), share of net losses of associates of
HK$32.4 million (2002: HK$3.5 million), amortization of goodwill arising on acquisition of
an associate of HK$6.6 million (2002: Nil) and taxation of HK$35.8 million (2002: HK$2.7
million).

Turnover from trading of computer and consumer related products amounted to HK$4,084.8
million, increased by approximately 10.1% whereas that from securities was HK$78.0 million,
decreased by 88.2%. The former growth raised gross profit of products trading by 30.4% but
the loss of security trading dragged down the overall increase in gross profit to only 12.3%.

In respect of “Memorex®” trading business, it still enjoyed moderate growth despite the global
deflation trend. This sales growth was due to our tight cost control on inventory pricing and
promotional efforts made. On the other hand, the continuous slump of stock market further
deteriorated the value of the Group’s securities’ portfolio, causing a tremendous loss on
realized and unrealized securities and impairment loss on other unlisted securities.

Liguidity

Net cash balances at March 31, 2003 stood at HK$221.4 million (2002: HK$233.1 million)
accounted for 16.8% (2002: 11.1%) of the net tangible asset value of the Group. The current
ratio (current assets/current liabilities) of the Group at March 31, 2003 was 1.40 (2002: 1.56).
Such decline was mainly attributed to the fund used for acquisition of an associate during the
year.

9
HANNY HOLDINGS LIMITED - Announcement
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At March 31, 2003, total borrowings of the Group amounted to HK$445.0 million (2002:
HK$656.8 million), of which HK$177.0 million (2002: HK$11.0 million) were not repayable
within one year. The borrowings included bank borrowings of HK$237.5 million (2002:
HK$278.2 million), other loans of HK$180.0 million (2002: HK$297.0 million), overdrafts of
HK$22.4 million (2002: HK$76.1 million), obligations under finance leases of HK$2.7 million
(2002: HK$3.1 million) and amount due to a minority shareholder of HK$2.4 million (2002:
HK$2.4 million). The significant drop in borrowings was due to the repayment of other loans

during the year to lower the finance costs.
Pledge of assets

At March 31, 2003, certain assets of the Group amounted to HK$323.7 million (2002: HK$306.2
million) were pledged to banks and financial institution for loans’ facilities granted to the
Group.

Gearing ratio

The gearing ratio (borrowings/ shareholders’ funds) at March 31, 2003 was slightly reduced to
25.8% (2002: 29.2%).

Exchange rate and interest rate risks exposure

Most of the Group’s business transactions, assets and liabilities are denominated in Hong
Kong Dollars and U.S. Dollars. Yet some balances are recorded in British Pound or Euro
Dollars. With the persistent depreciation of U.S. Dollars, certain exchange difference was
resulted from translation. The Group will monitor more closely on such exchange rate
fluctuations and take appropriate steps to cover its foreign currency exposures.

Interest rates of import loans are mainly referenced to LIBOR or HIBOR plus whereas that of
bank and other loans are Prime plus. At the balance sheet date, the Group did not enter into
any interest rate speculative and hedging contracts.

Contingent liabilities

The Group’s total contingent liabilities at March 31, 2003 was HK$11.7 million (2002: HK$9.4
million), in relation to guarantees given to a bank for facilities to a subsidiary. In addition,
there were no margin clients’ securities (2002: HK$516.8 million) pledged to a bank to secure

general banking facilities for a subsidiary.

10
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Employees and remuneration policies

As at March 31, 2003, there were approximately 800 staff (2002: 1,000) employed by the
Group. The remuneration policies are formulated on the basis of performance of individual
employees and the prevailing salaries’ trends in the various regions. They are subject to be
reviewed every year. The Group also provided employees training programs, mandatory
provident fund scheme, medical insurance and discretionary bonus. Share options were awarded

to employees on merit basis and no share options were granted during the year.
BUSINESS AND OPERATIONS REVIEW
Trading Operations

During the year, Memorex® made significant achievements throughout the U.S., Europe and
Canada despite the unfavorable global trading climate.

In the U.S., Memorex® once again maintained its leading market position in optical media for
CD-R and successfully achieved the number one position for DVD. The Company shipped
over 600 million CD-Rs last year to the U.S. customers. With the launch of new products such
as a complete line of DVD recordable drives and USB flash drives this year, the Group
anticipates strong growth in revenue during the coming year. Besides improving turnover, the
U.S. operations also made efforts to improve customer service. To cater to the needs of its
customers, it opened a third distribution center in Memphis, Tennessee to expand its logistics
network. In addition, it plans to relocate the distribution center in Los Angeles to a new larger
facility in year 2004.

The results in Europe are encouraging. During the year, our European operations continued to
focus on gaining market shares. In the Dysan® business segment, turnover increased by 78%
over the previous year. Part of this increase was due to a tripling in sales volumes for CD-R
media. The Group expects a 60% growth in the Dysan® business segment next year as it
continues to develop its core markets in Eastern Europe, Russia and South Africa and is
developing new business through specialist consumable companies.

For the Memorex® business segment, the highlight for the year include gaining market shares
in excess of 20% in Sweden, Turkey and Ireland, making Memorex® one of the top European
brands in computer related products. During the year, the Group decided to consolidate its
operations by withdrawing from the hardware market, which is characterized by volatile pricing
and unpredictable margins. This strategic decision resulted in a more stable and controlled

11
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business for the Group. In addition, the German office was closed to streamline our cost base.

The brand position in Europe has been further strengthened by focusing on new channels such
as independent specialists, such as photo and travel outlets, IT specialists and mass merchants.
In addition, a range of customer specific promotional activities was introduced which have
been very well received. Implementation of these strategies means that Memorex® Europe
moves forward into the next year assured of even greater success with strong and improved
margins and profitability.

In Canada, sales of Memorex® products increased by 20% from the previous year. The Group
maintained its leading position in sales of video tape, audio tape and floppy diskettes.
Furthermore, sales of Memorex® CD-R media reached number 2 in Canada last year. During
the year, the Group appointed a very strong supplier for the new battery line and envisages

that the sales will increase dramatically in the coming years.
ACQUISITIONS AND DISPOSITIONS
Acquisition of shares in China Strategic Holdings Limited

On July 8, 2003, the respective boards of directors of the Company, Paul Y. — ITC Construction
Holdings Limited (“Paul Y. — ITC”), ITC Corporation Limited (“ITC”) and China Strategic
Holdings Limited (“CSH”) jointly announced that the Company and Paul Y. — ITC (collectively
the “Offerors”), through Kingsway SW Securities Limited (“Kingsway”), will make a voluntary
conditional cash offer (“Offer”) at the price of HK$0.10 for each share of CSH (“China
Strategic Share”) and HK$0.001 for each warrant of CSH (“China Strategic Warrant™)
respectively, other than the China Strategic Shares and the China Strategic Warrants presently
owned by the Offerors and parties acting in concert with the Offerors, and to cancel all
outstanding share options granted by CSH under the share option scheme adopted on July
20, 1992 (“China Strategic Option”) at HK$0.001 per China Strategic Option.

The China Strategic Shares and China Strategic Warrants to be acquired by Kingsway, on
behalf of the Offerors, during the Offer will be distributed to the Offerors in equal proportion.
The Offer is conditional upon the Offerors having received acceptances in respect of voting
rights attached to China Strategic Shares which, together with any voting rights acquired or
agreed to be acquired before or during the Offer, will result in the Offerors and any parties
acting in concert with them in aggregate holding more than 50% of the voting rights attaching
to the China Strategic Shares.
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After the purchase on July 9, 2003, the Offerors and their concert parties are interested in
291,675,000 China Strategic Shares, representing approximately 35.16% of the issued share
capital of CSH, thus triggering a mandatory offer during the offer period of a voluntary offer
under Rule 26 of The Code on Takeovers and Mergers.

The Offerors have notified CSH that, to make the offer price for each China Strategic Share
under the Offer more attractive to the shareholders of CSH, the offer price for each China
Strategic Share under the Offer is to be increased from HK$0.1 to HK$0.139, representing an
increase of 39%. The Offer will be adjusted accordingly. Save for the above, no other changes
to the Offer are currently being made.

The Offerors have also informed CSH that Kingsway, on behalf of the Offerors, will stand in
the market to acquire other China Strategic Shares at a price of no more than HK$0.139 per
China Strategic Share until the end of offer period.

Please refer to the joint announcements published on July 9, 2003 and July 21, 2003 respectively.

Disposal of shares in Leadership Publishing Group Limited (‘“Leadership Publishing”,
formerly known as Sing Pao Media Group Limited)

On November 23, 2002, Genius Ideas Limited (an indirect wholly-owned subsidiary of the
Company) with other vendors entered into a conditional sale and purchase agreement with
Sun Media Group Holdings Limited (“Sun Media”) (the “Sale and Purchase Agreement”)
whereby Genius Ideas Limited agreed to sell 79,470,000 shares and warrants in the aggregate
amount of HK$16,329,000 in Leadership Publishing to Sun Media. On completion of the Sale
and Purchase Agreement, Genius Ideas Limited has entered into the following agreements:~

(i) adeed of settlement with Leadership Publishing, Sing Pao Newspaper Company Limited
and other vendors under which Genius Ideas Limited agreed to waive approximately
HK$25,515,000 so as to reduce the total indebtedness to HK$14,694,000 (the “Reduced
Loan”). The Reduced Loan together with interest thereon, shall only be due and repayment .
on the date (“Payment Date”) falling on the expiry of 30 calendar months after the year
end of any financial year of Leadership Publishing after the completion in respect of
which Leadership Publishing has generated profits after taxation in its audited accounts,
provided the relevant Payment Date shall not fall after the twentieth anniversary of the
date of completion; and

(ii) a deed of assignment with Leadership Publishing, Sing Pao Newspaper Company Limited
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and Sun Media (or its nominee) to give effect to the assignment of HK$9,796,000 being
part of the Reduced Loan to Sun Media (or its nominee). The consideration of such
assignment will be satisfied by the issue and allotment of 97,960,000 new ordinary
shares of HK$0.02 each in the capital of Sun Media at the expiry of 2 calendar years
from the date of completion of the Sale and Purchase Agreement at an issue price of
HKS$0.10 per share (subject to adjustment).

CAPITAL REORGANIZATION

In March 2003, the Company completed capital reorganization. Upon such reorganization, the
par value of each issued and unissued shares of the Company was effectively reduced to
HK$0.01 per share. The paid up share capital was reduced from HK$160,303,202.95 to
HK$1,603,032.02 and the authorized share capital was reduced from HK$650 million to
HK$200 million by cancellation of 45,000 million unissued reorganized shares. Please refer to
the circular of the Company dated February 21, 2003 for details.

OUTLOOK

The results of our core business for fiscal year 2002/2003 continued to be encouraging amidst
the current economic environment. The economies worldwide and locally have experienced a
number of turbulent events in recent years. These events have gradually culminated to cause
the unfavorable trading climates we are facing today. The Asian financial crisis in 1997 was
followed by a global decline in financial stock markets as result of the crash of certain
speculative high technology players. Soon, the growth and continuous spread of terrorism led
to the destructive 911 attack in the U.S. in 2001. The recent U.S. invasion against Iraq and the
outbreak of infectious diseases such as birds’ flu and SARS also caused uneasiness in financial
markets around the world. These factors, coupled with heightened financial and securities
reporting requirements created to combat corporate misconduct in the U.S. (as a result of
corporate scandals from ENRON and Worldcom etc.), have caused difficult and challenging
business environments for companies worldwide. Under such circumstances, the Group, without
exception, has been adjusting on certain investments in securities in line with the significant

decline in fair value.

Despite these unfavorable circumstances, the Group is very proud of its core Memorex®
trading business, which, through the implementation of sound strategies, has been able to
weather the economic storms. The Group witnessed continuous and satisfactory growth in
both market share and revenue this year. Notwithstanding this growth, the Group recognizes
that to overcome the hurdles before us, the Group will need to adjust its management and
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business policies. For its investment portfolio, the Group intends to divest those investments
with negative to zero cash flows as far as practicable and look for investments with stable
growth and cash flows, similar to Provisions Suppliers Corporation Limited which the Group
acquired in 2002.

Looking forward, the Company envisages continuous profit contribution to the Group from its
core business and will keep pursuing its dominant dual business strategy towards geographic
expansion of Asian markets and innovation in products. Notwithstanding the worldwide
economic uncertainties, the Company is confident that our business will turn around from the
dark time to a gleaming future with our solid and profit-making core business and adoption of
new business plans.

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

During the year, neither the Company nor any of its subsidiaries purchased, sold or redeemed
any of the Company’s listed securities.

CORPORATE GOVERNANCE

The Company has complied throughout the year ended March 31, 2003 with those paragraphs
of the Code of Best Practice as set out in Appendix 14 of The Rules Governing the Listing of
Securities on the Stock Exchange of Hong Kong Limited (the “Listing Rules”) except that the
non-executive directors are not appointed for a specific term as they are subject to retirement
by rotation and re-election at the annual general meeting of the Company in accordance with
the Bye-laws of the Company.

AUDIT COMMITTEE

The Audit Committee has reviewed with the management the accounting principles and practices
adopted by the Group and discussed auditing, internal control and financial reporting matters
including the review of the Company’s audited financial statements for the year ended March
31, 2003.

DETAILED RESULTS ANNOUNCEMENT

A detailed result announcement containing all the information required by paragraphs 45(1) to
45(3) of Appendix 16 of the Listing Rules will be subsequently published on The Stock
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Exchange of Hong Kong Limited’s website in due course.

APPRECIATION

I would like to take this opportunity to express my gratitude to my fellow board members, the

management and employees for their hard work and contribution to the Group in the past year.

On behalf of the Board
Dr. Chan Kwok Keung, Charles
Chairman
Hong Kong, July 21, 2003

NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that the Annual General Meeting of Hanny Holdings Limited
(the “Company”) will be held at Conference Room, 11th Floor, Paul Y. Centre, 51 Hung To
Road, Kwun Tong, Kowloon, Hong Kong on Thursday, August 28, 2003 at 10:00 a.m. for the
following purposes:

1.  To receive and consider the audited Financial Statements for the year ended March 31,
2003 and the Reports of the Directors and Auditors thereon.

2.  To declare a final dividend for the year ended March 31, 2003.

3. To re-elect Directors and to authorise the Board of Directors to fix their remuneration

for the ensuing year.
4.  To re-appoint Auditors and authorise the Board of Directors to fix their remuneration.

5.  As special business, to consider and, if thought fit, pass the following resolution, as an
Ordinary Resolution:

“THAT:

(a) subject to paragraph (b) of this resolution, the exercise by the Directors of the
Company during the Relevant Period (as hereinafter defined) of all the powers of
the Company to repurchase shares of HK$0.01 each in the issued share capital of
the Company (“Shares”) on The Stock Exchange of Hong Kong Limited (the “Stock
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(b)

(©)

Exchange”) or on any other stock exchange on which the shares of the Company
may be listed and recognized by the Securities and Futures Commission of Hong
Kong and the Stock Exchange for this purpose (“Recognized Stock Exchange”),
subject to and in accordance with all applicable laws and the requirements of the
Rules Governing the Listing of Securities on the Stock Exchange or those of any
other Recognized stock exchange as amended from time to time, be and is hereby

generally and unconditionally approved;

the aggregate nominal amount of the shares of the Company which the Company is
authorised to repurchase pursuant to the approval in paragraph (a) of this resolution
shall not exceed 10% of the Shares in issue as at the date of the passing of this
resolution; and the authority pursuant to this resolution shall be limited accordingly;
and

for the purpose of this resolution, “Relevant Period” means the period from the
passing of this resolution until whichever is the earliest of:

(i) the conclusion of the next annual general meeting of the Company;

(ii) the expiration of the period within which the next annual general meeting of
the Company is required by Bermuda law or the Bye-laws of the Company to
be held; or

(iii) the date upon which the authority given under this resolution is revoked or
varied by an ordinary resolution of the shareholders of the Company in general
meeting.”

As special business, to consider and, if though fit, pass the following resolution, as an

Ordinary Resolution:

“THAT:

(a)

subject to paragraph (c) of this resolution, the exercise by the Directors of the
Company during the Relevant Period (as hereinafter defined) of all the powers of
the Company to allot, issue and deal with additional Shares of HK$0.01 each in the
capital of the Company and to make or grant offers, agreements or options (including
warrants, bonds and debentures convertible into Shares of the Company) which
would or might require the exercise of such powers subject to and in accordance
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(b)

(c)

(d)

with all applicable laws, be and is hereby generally and unconditionally approved;

the approval in paragraph (a) of this resolution shall authorise the Directors of the
Company during the Relevant Period to make or grant offers, agreements or options
(including warrants, bonds and debentures convertible into Shares of the Company)
which would or might require the exercise of such powers after the end of the

Relevant Period;

the aggregate nominal amount of share capital allotted or agreed conditionally or
unconditionally to be allotted, whether pursuant to an option or otherwise, and
issued by the Directors of the Company pursuant to the approval in paragraph (a)
of this resolution, otherwise than pursuant to (i) a Rights Issue (as hereinafter
defined); (ii) any issue of Shares in the Company under any option scheme or
similar arrangement for the time being adopted for the grant or issue to officers
and/or employees of the Company and/or any of its subsidiaries of Shares or rights
to subscribe for Shares in the Company; (iii) any issue of Shares in the Company
as scrip dividend or any similar arrangement providing for the allotment of Shares
in the Company in lieu of the whole or part of a dividend pursuant to the Bye-laws
of the Company from time to time; or (iv) any issue of Shares in Company upon
the exercise of rights of subscription or conversion under the terms of any warrants
of the Company or any securities which are convertible into Shares of the Company,
shall not exceed 20% of the aggregate nominal amount of the issued share capital
of the Company as at the date of the passing of this resolution and the said approval
shall be limited accordingly; and

for the purpose of this resolution,

“Relevant Period” means the period from the passing of this resolution until

whichever is the earliest of:

(i) the conclusion of the next annual general meeting of the Company;

(i1) the expiration of the period within which the next annual general meeting of
the Company is required by Bermuda law or the Bye-laws of the Company to
be held; or

(iii) the date upon which the authority given under this resolution is revoked or
varied by an ordinary resolution of the shareholders of the Company in general
meeting.”
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“Rights Issue” means an offer of Shares of the Company open for a period fixed by the
Directors of the Company to the holders of Shares of the Company whose names
appear on the register of members of the Company on a fixed record date in proportion
to their then holdings of such Shares as at that date, subject to such exclusions or other
arrangements as the Directors of the Company may deem necessary or expedient in
relation to fractional entitlements or having regard to any restrictions or obligations
under the laws of, or the requirements of any recognized regulatory body or any stock
exchange in, any territory applicable to the Company.”

7.  As special business, to consider and, if thought fit, pass the following resolution, as an
Ordinary Resolution:

“THAT conditional upon Ordinary Resolutions numbered 5 and 6 set out in the Notice
convening this annual general meeting of the Company dated July 21, 2003, (the “Notice”)
being duly passed, the general mandate granted to the Directors of the Company pursuant
to Ordinary Resolution numbered 6 set out in the Notice be and is hereby extended by
the addition thereto of an amount representing the aggregate nominal amount of the
share capital of the Company repurchased by the Company under the authority granted
pursuant to Ordinary Resolution numbered 5 set out in the Notice, provided that such
amount shall not exceed 10% of the aggregate nominal amount of the share capital of the
Company in issue as at the date of the passing of this resolution.”

By the Order of the Board
Dr. Chan Kwok Keung, Charles

Chairman
Hong Kong, July 21, 2003

Principal place of business in Hong Kong:
8th Floor, Paul Y. Centre

51 Hung To Road

Kwun Tong

Kowloon

Hong Kong
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Notes:

1. A member entitled to attend and vote at the annual general meeting is entitled to appoint
one or more proxies to attend and vote instead of him. A proxy need not be a member of
the Company. A member may appoint a proxy in respect of part only of his holding of
Shares in the Company. Completion and return of an instrument appointing a proxy will

not preclude a member from attending and voting in person at the annual general meeting.

2.  In order to be valid, the proxy form and the power of attorney or other authority (if any)
under which it is signed, or a certified copy of such power or authority shall be deposited
with the Company’s branch registrar, Secretaries Limited at Ground Floor, Bank of East
Asia Harbour View Centre, 56 Gloucester Road, Hong Kong not less than 48 hours
before the time appointed for holding the annual general meeting (or any adjourned

meeting).

3.  The register of members of the Company will be closed from Thursday, September 25,
2003 to Monday, September 29, 2003, both days inclusive, during which period no
transfer of shares will be effected. In order to qualify for the proposed final dividend, all
share transfers, accompanied by the relevant share certificates, must be lodged with the
Company’s branch registrars, Secretaries Limited at Ground Floor, Bank of East Asia
Harbour View Centre, 56 Gloucester Road, Hong Kong for registration not later than
4:00 p.m. on Wednesday, September 24, 2003.

Please also refer to the published version of this announcement in The Standard.
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THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this circular, you should consult a stockbroker or other
registered dealer in securities, a bank manager, solicitor, professional accountant or other professional
adviser.

If you have sold or transferred all your shares in Hanny Holdings Limited, you should at once hand this
circular to the purchaser or the transferee or to the bank manager, stockbroker or other agent through whom
the sale or transfer was effected for transmission to the purchaser or the transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular, 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 circular.

HANNYW
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HANNY HOLDINGS LIMITED

{Incorporated in Bermuda with limited liability)
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DEFINITIONS

In this circular, unless the context otherwise requires, the following expressions have the following

meanings:

“Announcement”

“China Strategic”

“China Strategic Group”

“China Strategic Option(s)”

“China Strategic Share(s)”
“China Strategic Shareholder(s)”

“China Strategic Warrant(s)”

“China Strategic Warrantholder(s)”

“Directors”

“Executive”

“Hanny” or the “Company”

“Hanny Group” or the “Group”

“Hong Kong”

“Independent Board Committee”

“Independent Third Parties”

“ITC Corporation”

“Kingsway Capital”

“Kingsway SW Securities”

the announcement dated 8 July 2003 made jointly by ITC
Corporation, Hanny, Paul Y. - ITC and China Strategic regarding
the Offers

China Strategic Holdings Limited, a limited liability company
incorporated in Hong Kong, the securities of which are listed on
the Stock Exchange

China Strategic and its subsidiaries

share option(s) granted by China Strategic under the share
option scheme adopted on 20 July 1992

share(s) of HK$0.10 each in the share capital of China Strategic
holder(s) of China Strategic Share(s)

warrant(s) of China Strategic carrying rights to subscribe for
165,893,682 China Strategic Shares at the subscription price of
HK$0.16 per China Strategic Share, at any time from 29 August
2002 up to and including 31 December 2003

holder(s) of China Strategic Warrant(s)

the directors, including independent non-executive directors, of
Hanny

the Executive Director of the Corporate Finance Division of the
SFC or any delegate of the Executive Director

Hanny Holdings Limited, a limited liability company
incorporated in Bermuda, the shares of which are listed on the
Stock Exchange

Hanny and its subsidiaries

the Hong Kong Special Administrative Region of the People’s
Republic of China

an independent board committee to be duly appointed by the
board of China Strategic, to give advice in respect of the Offers

parties not connected nor acting in concert with the directors,
chief executives or substantial shareholders of ITC Corporation,
Hanny, Paul Y. - ITC and China Strategic or any of their
subsidiaries or an associate (as defined in the Listing Rules) of
any of them

ITC Corporation Limited, a company incorporated in Bermuda
with limited liability, the securities of which are listed on the
Stock Exchange

Kingsway Capital Limited, a fellow subsidiary of Kingsway SW
Securities, a Licensed Corporation and the financial adviser to
Hanny and Paul Y. - ITC in relation to the Offers

Kingsway SW Securities Limited, a fellow subsidiary of
Kingsway Capital and a Licensed Corporation




DEFINITIONS

“Latest Practicable Date”

“Licensed Corporation”

“Listing Rules”

“Offers”

“Offer Document”

“Offerors”

“parties acting in concert”

“Paul Y. - ITC”

“PRC”

“SFC”
“SFO”

“Share Offer”

“Stock Exchange”

“Supplementary Announcement”

“Takeovers Code”

24 July 2003, being the latest practicable date prior to the
printing of this circular for the purpose of ascertaining certain
information for inclusion in this circular

a party falling within the definition of “licensed corporation” in
the SFO

the Rules Governing the Listing of Securities on the Stock
Exchange

the mandatory conditional cash offer to be made by Kingsway
SW Securities, on behalf of the Offerors, to acquire all the issued
China Strategic Shares and outstanding China Strategic
Warrants, other than the China Strategic Shares and China
Strategic Warrants presently owned by the Offerors and parties
acting in concert with them, and to cancel all outstanding China
Strategic Options

means the offer document setting out, amongst others, the details
and the terms of the Offers, together with the forms of
acceptance and transfer to be despatched to all China Strategic
Shareholders, China Strategic Warrantholders and China
Strategic Options holder in accordance with the Takeovers Code

Calisan Developments Limited and Well Orient Limited, which
are indirect wholly-owned subsidiaries of Paul Y. - ITC and
Hanny respectively

has the same meaning ascribed to that term in the Takeovers
Code

Paul Y. - ITC Construction Holdings Limited, a limited liability
company incorporated in Bermuda, the securities of which are
listed on the Stock Exchange

the People’s Republic of China, and for the purpose of this
circular, excluding Hong Kong and the Macau Special
Administrative Region of the People’s Republic of China

Securities and Futures Commission

Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong)

the mandatory conditional cash offer to be made by Kingsway
SW Securities, on behalf of the Offerors, to acquire all the issued
China Strategic Shares other than those owned by the Offerors
and parties acting in concert with them at HK$0.139 per China
Strategic Share on the terms and subject to the conditions set out
in the Offer Document

The Stock Exchange of Hong Kong Limited

the supplementary announcement dated 21 July 2003 made
jointly by ITC Corporation, Hanny, Paul Y. - ITC and China
Strategic regarding the Offer

the Hong Kong Code on Takeovers and Mergers




DEFINITIONS

“Warrant Offer”

“HK$”
“%n

the mandatory conditional cash offer to be made by Kingsway
SW Securities, on behalf of the Offerors, to acquire all the
outstanding China Strategic Warrants other than those owned by
the Offerors or parties acting in concert with them at HK$0.001
per China Strategic Warrant on the terms and subject to the
conditions set out in the Offer Document

Hong Kong dollars

percentage
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(Incorporated in Bermuda with limited liability)

Executive Directors:
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Dr. Yap, Allan (Managing Director)
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To the shareholders and, for information only,
to the holders of share options granted under
the Company’s employee share option scheme

Dear Sir and Madam,

Registered office:
Clarendon House
2 Church Street
Hamilton HM 11
Bermuda

Principal place of business
in Hong Kong:

8th Floor, Paul Y. Centre

51 Hung To Road

Kwun Tong

Kowloon

Hong Kong

29 July 2003

POSSIBLE DISCLOSEABLE TRANSACTION IN CONNECTION
WITH A MANDATORY CONDITIONAL CASH OFFER BY
KINGSWAY SW SECURITIES ON BEHALF OF
THE OFFERORS TO ACQUIRE ALL THE ISSUED CHINA STRATEGIC
SHARES AND OUTSTANDING CHINA STRATEGIC WARRANTS,
OTHER THAN THE CHINA STRATEGIC SHARES AND
CHINA STRATEGIC WARRANTS PRESENTLY OWNED BY
THE OFFERORS AND PARTIES ACTING IN CONCERT WITH THEM,
AND TO CANCEL ALL OUTSTANDING CHINA STRATEGIC OPTIONS

INTRODUCTION

On 8 July 2003, the respective boards of directors of ITC Corporation, Hanny, Paul Y. - ITC and
China Strategic jointly announced that the Offerors, through Kingsway SW Securities, will make a
voluntary conditional cash offer at the price of HK$0.10 for each China Strategic Share and HK$0.001 for
each China Strategic Warrant respectively, other than the China Strategic Shares and the China Strategic
Warrants presently owned by the Offerors and parties acting in concert with the Offerors, and to cancel all
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outstanding China Strategic Options at HK$0.001 per China Strategic Option. The Offerors have also
informed China Strategic that Kingsway SW Securities, on behalf of the Offerors, will stand in the market
to acquire other China Strategic Shares necessary to increase the aggregate shareholdings of the Offerors
in China Strategic to over 50% of its issued share capital.

On 9 July 2003, Kingsway SW Securities, on behalf of the Offerors, purchased 49,665,000 China
Strategic Shares, representing 5.98% of the issued share capital of China Strategic, at the open market at
a price of HK$0.10 per China Strategic Share. After the purchase on 9 July 2003, the Offerors and their
concert parties are interested in 291,675,000 China Strategic Shares, representing approximately 35.16%
of the issued share capital of China Strategic, thus triggering a mandatory offer during the offer period of
a voluntary offer under Rule 26 of the Takeovers Code.

On 21 July 2003, the Offerors have notified China Strategic that, to make the offer price under the
Share Offer more attractive to the China Strategic Shareholders, the offer price under the Share Offer is
to be increased from HK$0.10 to HK$0.139 per China Strategic Share, representing an increase of 39%.

The China Strategic Shares and the China Strategic Warrants to be acquired by Kingsway SW
Securities, on behalf of the Offerors, during the offer period will be distributed to the Offerors in equal
proportion.

The Offerors have also informed China Strategic that Kingsway SW Securities, on behalf of the
Offerors, will stand in the market to acquire other China Strategic Shares at a price of no more than
HK$0.139 per China Strategic Share until the end of offer period.

As one of the Offerors, namely, Well Orient Limited, is an indirect wholly-owned subsidiary of
Hanny, the Offers may constitute a possible discloseable transaction for Hanny. The purpose of this
circular is to provide you with further information on the Offers.

TERMS OF THE OFFERS

The Offers will be made in compliance with the Takeovers Code, which is administered by the
Executive. Kingsway SW Securities, on behalf of the Offerors, will make the Offers to acquire all the
issued China Strategic Shares and the outstanding China Strategic Warrants, other than the China Strategic
Shares and the China Strategic Warrants presently owned by the Offerors and parties acting in concert with
the Offerors, and to cancel all outstanding China Strategic Options on the following basis:

for each China Strategic Share ........ ......................... HK$0.139 in cash
for each China Strategic Warrant . .............................. HK$0.001 in cash
for cancellation of each China Strategic Option . . ... ... ... .. .. .. .... HK$0.001 in cash

and on the terms set out in the Offer Document. The China Strategic Shares to be acquired under the Share
Offer will be acquired with the right to all future dividends and distributions.

The China Strategic Shares and the China Strategic Warrants to be acquired under the Offers will be
acquired free from all encumbrances and any other third party rights.

Pursuant to the Offers, seller’s ad valorem stamp duty in connection with the acceptance of the Share
Offer and/or Warrant Offer amounting to HK$1.00 for every HK$1,000 or part thereof of the consideration
which the accepting China Strategic Shareholder and/or China Strategic Warrantholders will become liable
to pay and will be deducted from the consideration payable on acceptance of the Share Offer and/or
Warrant Offer and will be paid by the Offerors.

The revised offer price of HK$0.139 per China Strategic Share payable under the Share Offer
represents: '

— adiscount of approximately 4.14% to the closing price of HK$0.145 per China Strategic Share
as quoted on the Stock Exchange on 10 July 2003, being the last trading day on which China
Strategic Shares were traded on the Stock Exchange prior to the publication of the
Supplementary Announcement;




LETTER FROM THE BOARD

— a premium of approximately 41.12% to the average closing price of HK$0.0985 per China
Strategic Share as quoted on the Stock Exchange for the ten consecutive trading days up to and
including 10 July 2003;

— a premium of approximately 54.96% to the average closing price of HK$0.0897 per China
Strategic Share as quoted on the Stock Exchange for the thirty consecutive trading days up to
and including 10 July 2003; and

— a premium of approximately 54.27% to the average closing price of HK$0.0901 per China
Strategic Share as quoted on the Stock Exchange for the six month period up to and including
10 July 2003.

The consideration per China Strategic Share payable under the Share Offer represents a discount of
93.32% on the net asset value per China Strategic Share of HK$2.08 based on the audited accounts of
China Strategic as at 31 December 2002.

As the average daily trading volume for China Strategic Shares was very thin during the six months
before the publication of the Announcement, if any China Strategic Shareholders want to dispose their
investments in China Strategic in the open market, it is very likely to significantly depress the China
Strategic Share price. During the six month period preceding the date of the Supplementary
Announcement, the highest and lowest closing prices of the China Strategic Share traded on the Stock
Exchange were HK$0.15 and HK$0.08 per China Strategic Share respectively.

The China Strategic Warrants are currently out-of-the-money and will expire after 31 December
2003. Accordingly, an offer at HK$0.001 is being made for each China Strategic Warrant. The price of
HK$0.001 per China Strategic Warrant represents:

— a discount of approximately 95.00% to the closing price of HK$0.02 per China Strategic
Warrant as quoted on the Stock Exchange on 10 July 2003, being the last trading day on which
China Strategic Warrants were traded on the Stock Exchange prior to the publication of the
Supplementary Announcement; and

— a discount of approximately 91.67% to the average closing price of HK$0.012 per China
Strategic Warrant as quoted on the Stock Exchange for the ten consecutive trading days up to
and including 10 July 2003.

China Strategic has issued to Ms. Chan Ling, Eva, an executive director of China Strategic, China
Strategic Options to subscribe for up to 75,000 China Strategic Shares under its share option scheme at a
subscription price of HK$3.145 per China Strategic Share. The China Strategic Options are currently
out-of-the-money. Further, the price of each China Strategic Share is substantially lower than the exercise
price of the China Sirategic Options and these China Strategic Options are non-assignable and
non-transferable. Taking into consideration the above factors, Kingsway SW Securities is making an offer,
on behalf of the Offerors, to the China Strategic Options holder for her to surrender her China Strategic
Options for cancellation at HK$0.001 for each China Strategic Option outstanding pursuant to the
Takeovers Code. Ms. Chan Ling, Eva (the holder of China Strategic Options) has undertaken to the
Offerors that she will not exercise her China Strategic Options during the period in which the Offers
remain open.

Assuming full acceptance of the Offers, the cash consideration payable by the Offerors at the offer
price of HK$0.139 per China Strategic Share, HK$0.001 per China Strategic Warrant and HK$0.001 per
China Strategic Option will amount to approximately HK$74.9 million, in which approximately HK$74.8
million, HK$117,630 and HK$75 will be used for the acquisition of China Strategic Shares, China
Strategic Warrants and China Strategic Options respectively.
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INFORMATION ON ITC CORPORATION, THE COMPANY AND PAUL Y. - ITC

As at the Latest Practicable Date, the Offerors and parties acting in concert with them are interested
in 291,675,000 China Strategic Shares, representing an aggregate interest of approximately 35.16% of the
existing issued share capital of China Strategic. As at the Latest Practicable Date, China Strategic also has
outstanding China Strategic Warrants conferring right to subscribe for 165,893,682 China Strategic Shares
at the subscription price of HK$0.16 per China Strategic Share. Upon full conversion of all China Strategic
Warrants, 165,893,682 new China Strategic Shares will be issued, representing approximately 20.0% of the
existing total issued China Strategic Shares and approximately 16.67% of the total issued China Strategic
Shares as enlarged by the issue of such new China Strategic Shares.

Each of the Offerors holds 24,132,000 China Strategic Warrants, representing approximately 14.55%
of the outstanding China Strategic Warrants. Upon full conversion of all China Strategic Warrants by the
Offerors, 48,264,000 new China Strategic Shares will be issued, representing approximately 5.82% of the
existing total issued China Strategic Shares and approximately 5.50% of the total issued China Strategic
Shares as enlarged by the issue of such new China Strategic Shares.

Information about ITC Corporation

ITC Corporation is an investment holding company which directly and indirectly holds strategic
investments in a number of listed companies including, in addition to Paul Y. - ITC and China Strategic,
interests in Hanny, Burcon NutraScience Corporation, Star East Holdings Limited, M Channel Corporation
Limited, Downer EDI Limited, Ananda Wing On Travel (Holdings) Limited, Rosedale Hotel Group
Limited, China Enterprises Limited and MRI Holdings Limited. In addition to those businesses carried out
through Paul Y. - ITC, the principal activities of ITC Corporation group comprise the investment and
property holdings, provision of finances, and trading of building materials and machinery.

Information about Calisan Developments Limited and Paul Y. - ITC

Calisan Developments Limited, one of the Offerors, is a limited liability company which was
incorporated in the British Virgin Islands on 2 May 1991 and it is an investment holding company which,
as at the Latest Practicable Date, directly holds 145,492,560 China Strategic Shares, representing
approximately 17.54% of issued share capital of China Strategic, and 24,132,000 China Strategic Warrants,
representing approximately 14.55% of the total outstanding China Strategic Warrants. Based on the
subscription price of HK$0.16 per China Strategic Share, 24,132,000 new China Strategic Shares will be
issued upon full conversion of China Strategic Warrants by Calisan Developments Limited, representing
approximately 2.91% of the existing total issued China Strategic Shares and approximately 2.83% of the
total issued China Strategic Shares as enlarged by the issue of such new China Strategic Shares. Calisan
Developments Limited is an indirect wholly-owned subsidiary of Paul Y. - ITC.

The principal business of Paul Y. - ITC group includes building construction, civil engineering,
specialist works, property development and investment, and manufacturing and trading of construction
materials. Its primary business focus is in Hong Kong and the PRC. Paul Y. - ITC is beneficially owned
as to approximately 64.46% by ITC Corporation.

Information about Well Orient Limited and Hanny

Well Orient Limited, one of the Offerors, is a limited liability company which was incorporated in
Hong Kong on 21 August 2000 and it is an investment holding company. As at the Latest Practicable Date,
Well Orient Limited and its concert parties directly hold 145,492,500 and 690,000 China Strategic Shares
respectively, representing approximately 17.54% and 0.08% of issued share capital of China Strategic. In
addition, Well Orient Limited directly hold 24,132,000 China Strategic Warrants, representing
approximately 14.55% of the total outstanding China Strategic Warrants. Based on the subscription price
of HK$0.16 per China Strategic Share, 24,132,000 new China Strategic Shares will be issued upon full
conversion of China Strategic Warrants by Well Orient Limited, representing approximately 2.91% of the
existing total issued China Strategic Shares and approximately 2.83% of the total issued China Strategic
Shares as enlarged by the issue of such new China Strategic Shares. Well Orient Limited is an indirect
wholly-owned subsidiary of Hanny.
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The principal business of Hanny Group includes trading of computer related products and consumer’
electronic products. Hanny also trades securities and invests in information technology businesses. Hanny
is beneficially owned as to approximately 28.26% by ITC Corporation.

INFORMATION ON CHINA STRATEGIC

China Strategic is an investment holding company and the subsidiaries of which are principaily
engaged in the business of tire manufacturing, manufacturing, retailing and distribution of Chinese
medicine, western pharmaceuticals and health food and investment in infrastructure projects.

As at the Latest Practicable Date, Dr. Chan Kwok Keung, Charles indirectly holds approximately
34.82% of the issued ordinary share capital of ITC Corporation and he also directly holds approximately
1.06% of the issued share capital of Paul Y. - ITC.

By virtue of his being the controlling shareholder of ITC Corporation, as at the Latest Practicable
Date, Dr. Chan Kwok Keung, Charles is deemed to be interested in 145,492,500 China Strategic Shares
and 24,132,000 China Strategic Warrants held by Paul Y. - ITC group under the Part XV of SFO.

In addition, 650,000 China Strategic Shares, representing approximately 0.08% of the issued share
capital of China Strategic, and 40,000 China Strategic Shares, representing approximately 0.005% of
issued share capital of China Strategic, are held respectively by Ms. Ma Wai Man, Catherine, an
independent non-executive director of Hanny and Ms. Lee Li, the spouse of a director of Hanny’s
subsidiary.

Save as disclosed above, Dr. Chan Kwok Keung, Charles and other directors of ITC Corporation,
Hanny and Paul Y. - ITC and their respective concert parties do not hold any China Strategic Shares, China
Strategic Warrants and/or China Strategic Options. Save for its interest in China Strategic through Hanny
and Paul Y. - ITC, ITC Corporation does not hold any direct and/or indirect interest in China Strategic.

As at the Latest Practicable Date, the Offerors and their concert parties hold approximately 35.16%
of the issued share capital of China Strategic. Assuming the Offers close in full acceptance and before the
Offerors placing down their interests in China Strategic in order to maintain not less than 25% of the China
Strategic Shares in the public hand, the Offerors and their concert parties will hold 100% of the issued
share capital of China Strategic.

The financial information of China Strategic extracted from the audited consolidated financial
statements of China Strategic for the two financial years ended 31 December 2002 is as follows:

2002 2001

HK$’000 HK$’000

Loss before taxation . (695,566) (1,001,147)

Taxation (18,041) (5.982)

Loss before minority interests (713,607) (1,007,129)

Minority interests . 236,500 408,399
Net loss from ordinary activities attributable to

China Strategic Shareholders (477,107) (598,730)

Net tangible assets : 1,728,935 2,167,946

The Offers would result in Hanny having a decrease in cash and bank balances and an increase in
investment. The extent of liabilities incurred will depend on the amount of external funding used to finance
the Offers. Before the Offers, since Hanny holds less than 20% interest in China Strategic, it does not
account for China Strategic as an associated company in its financial statements. After the successful
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completion of the Offers, Hanny will be able to recognise China Strategic as an associated company of
Hanny. As a result, income statement of Hanny will reflect the financial performance of China Strategic
through sharing the earning or loss of China Strategic.

The following charts summarise the shareholding structure of China Strategic immediately before the
publication of the Supplementary Announcement and after full acceptance of the Offers:

Before the publication of the Supplementary Announcement

Dr. Chan Kwok Keung, Charles ———‘1

34.82%
ITC Corporation Limited 1.06%
(372-HK)
28.26% 64.46%
Concert parties Hanny Holdings Limited Paul Y. - I.TC C(.)ns.trucnon |
of the Offerors (275-HK) - Holdings Limited Public
(498-HK)
0.08% (Note 2) 17.54% (Note I) 17 54% (Note 1) ™

I

China Strategic Holdings Limited
(235-HK)

After full acceptance of the Offers but before the Offerors place down their interests in China

Strategic:

Dr. Chan Kwok Keung, Charles
34.82%
ITC Corporation Limited 1.06%
(372-HK)

28.26% 64.46%
Concert parties Hanny Holdings Limited P 3“11’; ;d¥TCS i?“?i“;cnon
of the Offerors ' (275-HK) o ( :91%_}{1]2;1 e

0.08% (Note 2) 49 96% 49.96%

China Strategic Holdings Limited
(235-HK)
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After full acceptance of the Offers and the Offerors place down their interests in China

Strategic:
Dr. Chan Kwok Keung, Charles
34.82%
ITC Corporation Limited 1.06%
(372-HK)
128.26% 64.46%
. . . Paul Y. - ITC Co ction
Concert parties Hanny Holdings Limited a . C .ns'tru 10 .
of the Offerors (275-HK) Holdings Limited Public
(498-HK)
0.08% (Note 2) 37.46% 37.46% 25%
China Strategic Holdings Limited

(235-HK)

Notes:

1. As at the Latest Practicable Date, 64.46% and 1.06% of issued share capital of Paul Y. - ITC are indirectly held by ITC
Corporation and directly held by Dr. Chan Kwok Keung, Charles respectively. 400 shares of Paul Y. - ITC, representing
0.00004% of issued share capital of Paul Y. - ITC, are held by Mr. Cheung Hon Kit, a director of ITC Corporation,
Hanny and Paul Y. - ITC, and 6,445 shares of Paul Y. - ITC, representing 0.0006% of issued share capital of Paul Y.
- ITC, are held by Mr. Law Man Wah, Conrad, a director of Paul Y. - ITC. Save for the above, the remaining 34.48%
of issued share capital of Paul Y. - ITC are held by public investors.

2. As at the Latest Practicable Date, the Offerors and their concert parties (Ms. Ma Wai Man, Catherine, an independent

non-executive director of Hanny and Ms. Lee Li, the spouse of a director of Hanny’s subsidiary) are interested in
290,985,000 and 690,000 China Strategic Shares (650,000 China Strategic Shares and 40,000 China Strategic Shares
were owned by Ms. Ma Wai Man, Catherine and Ms. Lee Li respectively) respectively, representing 35.08% and 0.08%
of the issued share capital of China Strategic respectively. The remaining 64.84% of issued share capital of China
Strategic are held by public investors, in which 11.62% of the issued share capital of China Strategic are held by Mr.
Oei Hong Leong, ex-chairman and ex-director of China Strategic.
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THE CONDITION OF THE OFFERS

The Offers is conditional upon the Offerors having received acceptances in respect of voting rights
attached to China Strategic Shares which, together with any voting rights acquired or agreed to be acquired
before or during the Offers, will result in the Offerors and any parties acting in concert with them in
aggregate holding more than 50% of the voting rights attaching to the China Strategic Shares.

It should be noted that the Offerors are subject to the aforesaid condition and the possible
discloseable transaction in relation to the Offers may or may not proceed. Investors are advised to exercise
extreme caution in dealing in the securities of Hanny.

REASONS OF THE OFFERS

As the liquidity of the China Strategic Shares is low, the Offers give China Strategic Shareholders
and China Strategic Warrantholders an opportunity to realise their investments in China Strategic. In
addition, the average daily trading volume for China Strategic Shares was very thin during the six months
before the publication of the Announcement. If any China Strategic Shareholder wants to dispose their
investments in China Strategic at the open market, it is very likely to significantly depress the China
Strategic Share price.

To the extent that the Offerors are successful in acquiring China Strategic Shares either through
market purchases or through acceptances to the Share Offer, the Offerors will be able to enhance their
investment in China Strategic by improving their share of the net assets of China Strategic and reduce their
average investment cost in China Strategic.

China Strategic is an investment holding company and the subsidiaries of which are principally
engaged in the business of tire manufacturing, manufacturing, retailing and distribution of Chinese
medicine, western pharmaceuticals and health food and investment in infrastructure projects. The Offerors
consider that the Offers could strengthen their ties with China Strategic and enhance their profile in the
PRC. Having considered the economy in the PRC has maintained good impetus and the consumption power
of Chinese pecple has steadily improved throughout this decade, the Offerors expect that the investments
and businesses of China Strategic in the PRC will contribute long-term financial benefit to the Offerors.
At present, since Hanny and Paul Y. - ITC each holds less than 20% interest in China Strategic, neither
of them accounts for China Strategic as an associated company in their respective financial statements.
After the successful completion of the Offers, the Offerors will be able to recognise China Strategic as an
associated company which will enhance the long term investment value of Hanny and Paul Y. - ITC group.

INTENTION OF THE OFFERORS REGARDING CHINA STRATEGIC

The Offers will not of itself result in any change in the board of directors, management, business or
the continued employment of the employees, including directors, of China Strategic Group or any of its
associated companies under the control of China Strategic.

Following the close of the Offers, the Offerors intend to continue the existing business of China
Strategic Group and currently the Offerors have no intention to re-deploy fixed assets of China Strategic
Group. Further, the Offerors have no intention to inject any assets or businesses into and/or dispose any
assets or businesses from China Strategic Group immediately after completion of the Offers.

The China Strategic Shares and the China Strategic Warrants to be acquired by Kingsway SW
Securities, on behalf of the Offerors, during the offer period will be distributed to the Offerors in equal
proportion. To ensure that not less than 25% of the China Strategic Shares and China Strategic Warrants
will be held by the public after the Offers, the Offerors will place down their interests in China Strategic
as soon as possible. China Strategic will become an associated company of Hanny and Paul Y. - ITC after
the Offers and the placing.
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Under Rule 2.4 of the Takeovers Code, a competent independent advice as to whether the making of
the offer is in the interests of the offeror’s shareholders is required if the directors of the offeror are faced
with a conflict of interest. Such advice must also be obtained before announcing an offer. However, in this
case, Rule 2.4 of the Takeovers Code is inapplicable as stated in note 3 of the Rule 2.4 of the Takeovers
Code, as the conflict of interest arises mainly due to the existence of common directors among the boards
of the Offerors and China Strategic.

FINANCIAL RESOURCES FOR THE OFFERS

Kingsway Capital has been appointed by the Offerors to advise them in connection with the Offers
and Kingsway Capital is satisfied that sufficient financial resources are available to the Offerors, from a
loan facility of HK$60 million granted to the Offerors by Kingsway SW Securities and the remaining
HK$14.9 million will be financed by internal resources of the Offerors, to enable the Offerors to satisfy
full acceptance of the Offers. Pursuant to the loan and mortgage agreements between the Offerors and
Kingsway SW Securities, the Offerors agreed to pledge their 290,985,000 China Strategic Shares
beneficially owned by the Offerors and any China Strategic Shares to be acquired by the Offerors under
the Share Offer or otherwise during the offer period to Kingsway SW Securities to secure the loan facility
granted to the Offerors by Kingsway SW Securities.

MAINTAINING THE LISTING STATUS OF CHINA STRATEGIC

The Offerors will not exercise the power of compulsory acquisition. It is the intention of the Offerors
to maintain the listing of China Strategic on the Stock Exchange after the close of the Offers. The Offerors
and China Strategic have undertaken to the Stock Exchange that appropriate steps following the close of
the Offers will be taken as soon as possible to ensure that not less than 25% of the China Strategic Shares
and China Strategic Warrants will be held by the public. When the Offers close, should there be less than
25% of China Strategic Shares and China Strategic Warrants in public hands, the directors of the Offerors
presently intend to take appropriate steps which may include, placing down their interests in China
Strategic to Independent Third Parties within one month after closing of the Offers.

The Stock Exchange has stated that it will closely monitor the trading in the China Strategic
Shares and China Strategic Warrants on the Stock Exchange. If the Stock Exchange believes that:

— a false market exists or may exist in the China Strategic Shares and China Strategic
Warrants; or

— there are too few China Strategic Shares and China Strategic Warrants in public hands to
maintain an orderly market, it will consider exercising its discretion to suspend trading in
China Strategic Shares and China Strategic Warrants.

In this connection, it should be noted that upon completion of the Offers, there may be an
insufficient public float for the China Strategic Shares and China Strategic Warrants and, therefore,
trading in the China Strategic Shares and China Strategic Warrants may be suspended until a
sufficient level of public float is attained.

If China Strategic remains a listed company, the Stock Exchange will closely monitor all future
acquisitions or disposals of assets by China Strategic. Any acquisitions or disposals of assets by China
Strategic and its subsidiaries will be subject to the provisions of the Listing Rules. Pursuant to the
Listing Rules, the Stock Exchange has discretion to require China Strategic to issue a circular and
an announcement to China Strategic Shareholders irrespective of the size of the proposed
acquisitions and disposals of assets by China Strategic, particularly where such proposed
acquisitions and disposals of assets by China Strategic represent a departure from the principal
activities of China Strategic. The Stock Exchange has the power pursuant to the Listing Rules to
aggregate a series of acquisitions and disposals of assets by China Strategic and any such acquisitions
and disposals of assets may result in China Strategic being treated as if it were a new listing applicant
and subject to the requirements for new listing application as set out in the Listing Rules.
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GENERAL INFORMATION

Offer Document

An Offer Document setting out, amongst others, the details and the terms of the Offers, together with
the forms of acceptance and transfer will be despatched by the Offerors to all China Strategic Shareholders,
China Strategic Warrantholders and China Strategic Options holder on or 29 July 2003.

ADDITIONAL INFORMATION

Your attention is drawn to the additional information set out in the Appendix of this circular.
Your faithfully,
For and on behalf of the Board

Dr. Chan Kwok Keung, Charles
Chairman
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RESPONSIBILITY STATEMENT

This -circular includes particulars given in compliance with the Listing Rules for the purpose of
giving information with regard to ITC Corporation group, the Group, Paul Y. - ITC group and China
Strategic group.

The Directors collectively and individually accept full responsibility for the accuracy of the
information contained in this circular relating to the Group and confirm, having made all reasonable
enquiries, that to the best of their knowledge and belief there are no other facts the omission of which
would make any statement herein misleading.

The information in this circular relating to ITC Corporation, Paul Y. - ITC and China Strategic, and
their respective subsidiaries has been extracted or summarized from information provided by ITC
Corporation, Paul Y. - ITC and China Strategic, at the request of the Company or from publicly available
information. The Directors have made all reasonable enquiries and collectively and individually accept
responsibility for the accuracy of extracts or summaries of such information.

DISCLOSURE OF INTERESTS

(i) Interests of Directors and chief executive

As at the Latest Practicable Date, the interests and short positions of the Directors and chief
executive of the Company in the shares, underlying shares and debentures of the Company or any
associated corporation (within the meaning of Part XV of the SFO) which were required to be notified to
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they are taken or deemed to have under such provisions of the SFO),
the Model Code for Securities Transactions by Directors of Listed Companies and which were required to
be entered in the register required to be kept under section 352 of the SFO were as follows:

(a) [Interests in the Shares of Company

Approximate %

of the existing

ordinary issued

Name of director/ Nature of  Long position/ Number of share capital of
chief executive interest Short position Shares held the Company

Dr. Chan Kwok Keung, Corporate

Charles (“Dr. Chan”) interest Long position 45,298,813 28.26%
Ms. Kee Shui Wah Personal

(Notes) interest Long position 400 0.00025%
Notres:
1. These interests do not include that in underlying shares of equity derivates of the Company. These interests need

to be aggregated with those set out in sub-paragraph (b) below to give the total interest of Dr. Chan and Ms. Kee
Shui Wah in the Company.

2. Dr. Chan is deemed to have a corporate interest in 45,298,813 shares of the Company by virtue of his interest
in Chinaview International Limited (“Chinaview”). This interest was detailed and duplicated with the interests
as shown in the paragraph “Interests of shareholders discloseable pursuant to the SFO” below.
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(b) Interests in equity derivatives (as defined in the SFO) of the Company

Approximate

% of the

existing

Exercise issued share

Name of Director/ Long position/ Nature of Exercisable Number of  price per capital of

Chief Executive short position interest  Period Options share the Company

HK$

Dr. Chan Long position  Personal ~ 8.31.2001 to 4,000,000 2.9888 2.49%
interest 8.30.2006

Dr. Yap, Allan Long position Personal  8.31.2001 to 3,250,000 2.9888 2.03%
interest 8.30.2006

Mr. Lui Siu Tsuen, Richard Long position Personal  §.31.2001 to 1,750,000 2.9888 1.09%
interest 8.30.2006

Mr. Chan Kwok Hung Long position  Personal  8.31.2001 to 1,750,000 2.9888 1.09%
interest 8.30.2006

Ms. Kee Shui Wah Long position  Personal  8.31.2001 to 750,000 2.9888 0.47%

interest 8.30.2006

Save as disclosed above, as at the Latest Practicable Date, none of the Directors or chief executives
of the Company had, under Divisions 7 and 8 of Part XV of the SFO, nor were they taken to or deemed
to have under such provisions of the SFO, any interests or short positions in the shares, underlying shares
or debentures of the Company or any associated corporations (within the meaning of Part XV of the SFO)
or any interests which are required to be entered into the register kept by the Company pursuant to section
352 of the SFO or any interests which are required to be notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of Listed Companies in the Listing
Rules.

(i) Interests of shareholders discloseable pursuant to the SFO

(a) As at the Latest Practicable Date, so far as is known to the Directors and the chief executive
of the Company, the following party had an interest or short position in the shares and
underlying shares of the Company which would fall to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO.

No. of

underlying Approximate

Long shares % of the

position/ Nos. of (unlisted equity issued share

short Nature of shares of the derivates of the capital of

Name of Shareholders Note  position interest Company held Company) held the Company

Ms. Ng Yuen Lan, Macy 1 Long Family 45,298,813 — 28.26%
position  interest

Ms. Ng Yuen Lan, Macy I Long Family — 4,000,000 2.49%
position  interest

Dr. Chan 1 Long Corporate 45,298,813 28.26%
position  interest

Dr. Chan 1 Long Personal — 4,000,000 2.49%
position  interest

Chinaview 1 Long Corporate 45,298,813 — 28.26%
position  interest

Galaxyway Investments Limited 1 Long Corporate 45,298,813 — 28.26%

(“Galaxyway”) position  interest
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No. of
: underlying Approximate
Long shares % of the
position/ Nos. of (unlisted equity issued share
short Nature of shares of the derivates of the capital of
Name of Shareholders Note  position interest Company held Company) held the Company
ITC Corporation Limited (“ITC”) 1 Long Corporate 45,298,813 — 28.26%
position  interest
ITC Investment Holdings 1 Long Corporate 45,298,813 — 28.26%
Limited (“ITC Investment”) position  interest
Mankar Assets Limited 1 Long Corporate 45,298,813 — 28.26%
(*Mankar™) position  interest
Famex Investment Limited 1 Long Corporate 45,298,813 — 28.26%
(“Famex™) position  interest
Hutchison Whampoa Limited 2 Long Corporate 10,002,653 — 6.23%
(“HWL") position  interest
Hutchison International Limited 2 Long Corporate 10,002,653 A — 6.23%
(“HIL”) position  interest
Yachting Investments Limited 2 Long Corporate 10,002,653 — 6.23%
(“Yachting”) position  interest
Cobbleford Limited 2 Long Beneficial 10,002,653 — 6.23%
(“Cobbleford”) position  Owner
Mr. Li Ka-shing 2&3 Long Founder of 10,002,653 — 6.23%
position  discretionary
trusts
Li Ka-Shing Unity Trustee 2&3 Long Trustee 10,002,653 — 6.23%
Corporation Limited position
(as trustee of The Li Ka-Shing
Unity Discretionary Trust)
Li Ka-Shing Unity Trustcorp 2&3 Long Trustee 10,002,653 — 6.23%
Limited position
(as trustee of another
discretionary trust)
Li Ka-Shing Unity Trustee 2&3 Long Trustee 10,002,653 — 6.23%
Company Limited position
(as trustee of The Li Ka-Shing
Unity Trust)
Cheung Kong (Holdings) Limited 2 & 3 Long Corporate 10,002,653 — 6.23%
(“CKH") position  interest

Notes:

(65)

@)

3)

Famex is a wholly-owned subsidiary of Mankar. Mankar is a wholly-owned subsidiary of ITC Investment, which
in turn is a wholly-owned subsidiary of ITC. Galaxyway, a wholly-owned subsidiary of Chinaview, owns more
than one-third of the issued ordinary share capital of ITC. Dr. Chan owns the entire issued share capital of
Chinaview. Ms. Ng Yuen Lan, Macy was the spouse of Dr. Chan. Mankar, ITC Investment, ITC, Galaxyway,
Chinaview, Dr. Chan and Ms. Ng Yuen Lan, Macy are deemed to be interested in 45,298,813 shares which are
held by Famex. Ms. Ng Yuen Lan, Macy is deemed to be interested in 4,000,000 underlying shares (in respect
of unlisted equity derivatives) of the Company held by Dr. Chan.

Cobbleford is a wholly-owned subsidiary of Yachting, which in turn is a wholly-owned subsidiary of HIL, HIL
is a wholly-owned subsidiary of HWL. Certain subsidiaries of CKH are entitled to exercise or control the
exercise of more than one-third of the voting power at the general meetings of HWL. Yachting, HIL, HWL and
CKH are all deemed to be interested in 10,002,653 shares held by Cobbleford.

Li Ka-Shing Unity Holdings Limited, of which each of Mr. Li Ka-shing, Mr. Li Tzar Kuot, Victor and Mr. Li
Tzar Kai, Richard is interested in one-third of the entire issued share capital, owns the entire issued share capital
of Li Ka-Shing Unity Trustee Company Limited. Li Ka-Shing Unity Trustee Company Limited as trustee of The
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Li Ka-Shing Unity Trust, together with certain companies which Li Ka-Shing Unity Trustee Company Limited
as trustee of The Li Ka-Shing Unity Trust is entitled to exercise or control the exercise of more than one-third
of the voting power at their general meetings, hold more than one-third of the issued share capital of CKH.

In addition, Li Ka-Shing Unity Holdings Limited also owns the entire issued share capital of Li Ka-Shing Unity
Trustee Corporation Limited (“TDT1”) as trustee of The Li Ka-Shing Unity Discretionary Trust and Li Ka-Shing
Unity Trustcorp Limited (“TDT2") as trustee of another discretionary trust. Each of TDT1 and TDT2 holds units
in The Li Ka-Shing Unity Trust.

CKH, Li Ka-Shing Unity Trustee Company Limited, Li Ka-Shing Unity Trustcorp Limited, Li Ka-Shing Unity
Trustee Corporation Limited and Mr. Li Ka-shing were all deemed to be interested in 10,002,653 shares which
are held by Cobbleford.

(b) Substantial shareholding in other members of the Group

So far as is known to the Directors and the chief executive, the following entities are, directly or
indirectly, interested in 10 per cent. or more of the nominal value of any class of share capital carrying
rights to vote in all circumstances at general meetings of the subsidiaries of the Company as at the Latest
Practicable Date:

Percentage of
issued share

Name of subsidiary Name of shareholder capital
Digital Communications Limited Global 2000 Management Limited 40%
Cyber Business Network (Singapore) Pte Ltd Great Wealth Capital Led 21.5%

Picador International Ltd 20%

Save as disclosed paragraph 3 above, the Directors and the chief executive of the Company are not
aware that there is any party who, as at the Latest Practicable Date, had an interest or short position in the
shares and underlying shares which would fall to be disclosed to the Company under the Divisions 2 and
3 of Part XV of the SFO, or who is, directly or indirectly, interested in 10% or more of the nominal value
of any class of share capital carrying rights to vote in all circumstances at general meeting of any other
member of the Group.

SERVICE CONTRACTS

None of the Directors has entered into any service contracts with any member of the Group which
is not terminable by the Group within one year without any payment of compensation, other than statutory
compensation.

LITIGATION

As at the Latest Practicable Date, neither the Company nor any of its subsidiaries was engaged in any
litigation or arbitration proceedings of material importance and there is no litigation or claim of material
importance known to the Directors to be pending or threatened by or against any member of the Group.

GENERAL

a.  The secretary of the Company is Ms. Cheng Wai Chu, Judy, who is a qualified company secretary.

b.  The registered office of the Company is at Clarendon House, 2 Church Street, Hamilton HM 11,
Bermuda and the principal place of business of the Company in Hong Kong is at 8th Floor, Paul Y.
Centre, 51 Hung To Road, Kwun Tong, Kowloon, Hong Kong.

c.  The branch share registrar and transfer office of the Company is Secretaries Limited at Ground Floor,
Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong.

d.  The English text of this circular shall prevail over the Chinese text.
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THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this document, 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 document.

If you are in any doubt as to any aspect of this document or as to the action you should take, you should consult your
licensed securities dealers, bank manager, solicitor, professional accountant or other professional adviser.

If you have sold or transferred all your shares in and, or, warrants of China Strategic Holdings Limited, you should
at once hand this document and the accompanying white and pink forms of acceptance to the purchaser, transferee or
to the bank, licensed securities dealers or other agent through whom the sale or transfer was effected for transmission
to the purchaser or transferee.

HANN)) el

VISIONS AHEAD

HANNY HOLDINGS PAUL Y. - ITC CONSTRUCTION
LIMITED HOLDINGS LIMITED

{Incorporated in Bermuda with limited liability) {Incorporated in Bermuda with limited liability)

Mandatory conditional cash offer by

3R
L

Kingsway SW Securities Limited

on behalf of
Calisan Developments Limited and Well Orient Limited,
each being indirect wholly-owned subsidiary of
Paul Y. - ITC Construction Holdings Limited
and Hanny Holdings Limited respectively,
to acquire all the issued China Strategic Shares and
outstanding China Strategic Warrants,
other than the China Strategic Shares and China Strategic Warrants presently
owned by the Offerors and parties acting in concert with them,

and to cancel all outstanding China Strategic Options

Financial adviser to Hanny Holdings Limited and
Paul Y. - ITC Construction Holdings Limited

Kingsway Capital Limited

A letter from Kingsway SW Securities containing, among other things, the details of the terms of the Offers is set out
on pages 5 to 14 of this document.

The procedures for acceptance of the Offers is set out on pages 13 to 14 and in Appendix I to this document and in
the accompanying relevant form(s) of acceptance and form of renunciation. Acceptances of the Share Offer and
Warrant Offer should be received by Standard Registrars Limited, at Ground Floor, Bank of East Asia Harbour View
Centre, 56 Gloucester Road, Wanchai, Hong Kong and the acceptance of the Option Offer should be received by the
company secretary of China Strategic at the office of China Strategic at 8th Floor, Panl Y. Centre, 51 Hung To Road,
Kwun Tong, Kowloon, Hong Kong both by no later than 4:00 p.m. on 26 August 2003, or such later time and, or date
as the Offerors may decide and announce.

29 July 2003
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EXPECTED TIMETABLE

Expected date of despatch of the Offeree Document (Note 1) ... .......... Tuesday, 12 August 2003
Latest time and date for receiving acceptance .............. 4:00 p.m. on Tuesday, 26 August 2003

Announcement posted on Stock Exchange’s website
announcing whether the Offers
have expired or have become or
have been declared unconditional . . ... ............. ... 7:00 p.m. on Tuesday, 26 August 2003

First closing date of the Offers (Notes 2, 3, 4and 5) . ................. Tuesday, 26 August 2003

Announcement of the results of the Offers
to be published in the newspapers. . . ...... ... . ... . ... ... .... Wednesday, 27 August 2003

Final closing date of the Offers (assuming the Offers are declared
unconditional on 26 August 2003) . ... ... . ... L. Tuesday, 9 September 2003

Latest date for posting of remittances for the amount
due under the Offers in respect of valid acceptances
received on or before the latest time for acceptance
if the Offers become or are declared unconditional
on the first closing date (Note 6) . ..... ... ... .. ... ... .. ... Friday, 19 September 2003

Notes:

1. Under the Takeovers Code, China Strategic is required to post the Offeree Document to China Strategic Sharcholders, China
Strategic Warrantholders and China Strategic Optionholder within 14 days of posting of this document (unless the Executive
consents to a later date).

In the event that the Offeree Document may not be posted within 14 days of 29 July 2003 as required under the Takeovers
Code, the Offerors intend to extend the Offer Period by the same number of business days in respect of such delay in the
posting of the Offeree Document.

2. Under the Takeovers Code, where the Offeree Document is posted after the date on which this document is posted, the Offers
must remain open for acceptance for at least 28 days following the date on which this document is posted. Although the
Offerors do not intend to extend the Offers, they reserve the right to do so.

3. The Offers will close on Tuesday, 26 Aungust 2003 unless the Offerors revise or extend the Offers in accordance with the
Takeovers Code. Following the close of the Offers, an announcement of the result of the Offers will be published on the Stock
Exchange’s website by 7:00 p.m. on the closing date and will be republished in newspaper on Wednesday, 27 August 2003.

4, The Offerors will make an announcement as and when the Offers have become unconditional. Pursuant to the Takeovers Code,
the Offers will remain open for acceptance for not less than 14 days after the Offers have been declared unconditional.

S. Pursuant to the Takeovers Code, the Offers shall not be kept open after the expiry of 60 days from the date of the posting of
this document which is 26 September 2003 unless the Offers have previously become unconditional.

6. The consideration payable for the China Strategic Shares, China Strategic Warrants and China Strategic Options tendered
under the Offers will be paid within 10 days of the later of the date of receipt by the Registrar or China Strategic (as the case
may be) of all requisite documents to render the acceptance under the Offers complete and valid, and the date when the Offers
become or are declared unconditional. Please refer to the paragraph headed “Acceptance and settlement” in the letter from
Kingsway SW Securities on pages 13 to 14 of this document.

All time references contained in this document refer to Hong Kong time.




DEFINITIONS

In this document, the following expressions have the meanings set out below unless the context

requires otherwise:

“associate(s)”

“CCASS”

“China Strategic”

“China Strategic Group”

“China Strategic Option(s)”

’

“China Strategic Optionholder’
“China Strategic Share(s)”
“China Strategic Shareholder(s)”

“China Strategic Warrant(s)”

“China Strategic Warrantholder(s)”
“Dr. Charles Chan”

“Executive”

“Hannyu

“Hanny Group”

“Hong Kong”

“Hong Kong Clearing”

“Independent Board Committee”

“Independent China Strategic
Shareholder(s)”

“Independent China Strategic
Warrantholder(s)”

has the meaning ascribed thereto under the Listing Rules

the Central Clearing and Settlement System established and
operated by Hong Kong Clearing

China Strategic Holdings Limited, a company incorporated in
Hong Kong with limited liability, the securities of which are
listed on the Stock Exchange

China Strategic and its subsidiaries

share option(s) granted by China Strategic under the share
option scheme adopted on 20th July, 1992

holder of China Strategic Options
share(s) of HK$0.10 each in the share capital of China Strategic
holder(s) of China Strategic Share(s)

warrant(s) of China Strategic carrying rights to subscribe for
165,893,682 China Strategic Shares at the subscription price of
HK$0.16 per China Strategic Share, at any time from 29th
August, 2002 up to and including 31st December, 2003

holder(s) of China Strategic Warrant(s)

Dr. Chan Kwok Keung, Charles, the chairman and executive
director of ITC Corporation, Hanny, Paul Y. - ITC, and China
Strategic

the Executive Director of the Corporate Finance Division of the
SFC and any delegates of the Executive Director

Hanny Holdings Limited, a limited liability company
incorporated in Bermuda, the shares of which are listed on the
Stock Exchange

Hanny and its subsidiaries

the Hong Kong Special Administrative Region of the People’s
Republic of China

Hong Kong Securities Clearing Company Limited

the independent board committee of China Strategic to be
appointed by the board of China Strategic for the purpose of
advising the Independent China Strategic Shareholders, the
Independent China Strategic Warrantholders and the China
Strategic Optionholder in respect of the Offers

China Strategic Shareholder(s) other than the Offerors and their
concert parties

China Strategic Warrantholder(s) other than the Offerors and
their concert parties




DEFINITIONS

“Independent Third Parties”

“ITC Corporation”

“ITC Corporation Group”

“Joint Announcement”

“Kingsway Capital”

“Kingsway SW Securities”

“Latest Practicable Date”

“Licensed Corporation”

“Listing Rules”

“Offer Period”

“Offeree Document”

“Offerors”

“Offers”
“Option Offer”

“Paul Y. - ITC”

parties not connected nor acting in concert with the directors,
chief executives or substantial sharcholders of China Strategic
or any of its subsidiaries or an associate of any of them

ITC Corporation Limited, a company incorporated in Bermuda
with limited liability, the securities of which are listed on the
Stock Exchange

ITC Corporation and its subsidiaries

the joint announcement made by 1TC Corporation, Hanny, Paul
Y. - ITC and China Strategic on 8 July 2003 regarding the Offers

Kingsway Capital Limited, a fellow subsidiary of Kingsway SW
Securities, a Licensed Corporation and the financial adviser to
Hanny and Paul Y. - ITC in relation to the Offers

Kingsway SW Securities Limited, a fellow subsidiary of
Kingsway Capital and a Licensed Corporation

26 July 2003, being the latest practicable date prior to the
printing of this document for the purpose of ascertaining certain
information for inclusion in this document

a party falling within the definition of “licensed corporation” in
the SFO

the Rules Governing the Listing of Securities on the Stock
Exchange

the period commencing from Tuesday, 8 July 2003, being the
date of Joint Announcement giving, amongst other things,
details on the Offers until whichever is the latest of (a) the date
which the Offers close for acceptances and (b) the date when the
Offers lapse

the response document to be issued by China Strategic to the
China Strategic Shareholders, China Strategic Warrantholders
and China Strategic Optionholder in accordance with the
provisions of the Takeovers Code containing, among other
things, the recommendation of the Independent Board
Committee and the advice of the independent financial adviser
in respect of the Offers, and is expected to be despatched within
14 days of the date of this document

Calisan Developments Limited and Well Orient Limited, which
are indirect wholly-owned subsidiaries of Paul Y. - ITC and
Hanny respectively

the Share Offer, Warrant Offer and Option Offer

the mandatory conditional cash offer of HK$0.001 per China
Strategic Option to cancel all the outstanding China Strategic
Options on the terms and subject to the conditions contained in
this document and the Pink Form of Renunciation

Paul Y. - ITC Construction Holdings Limited, a company
incorporated in Bermuda with limited liability, the securities of
which are listed on the Stock Exchange




DEFINITIONS

“Paul Y. - ITC Group”

[

“Pink Form of Renunciation’

“PRC”

“Registrar”

“Relevant Period”

“SFC”

“SFO”

“Share Offer”

“Stock Exchange”

“Supplemental Announcement”

“Takeovers Code”

“Warrant Offer”

“White Form of Acceptance”

]

“Yellow Ferm of Acceptance’

“HK$”

Paul Y. - ITC and its subsidiaries

the pink form of renunciation and acceptance for the Option
Offer which accompanies this document

The People’s Republic of China and for the purpose of this
document, excluding Hong Kong, the Macau Special
Administrative Region of the People’s Republic of China and
Taiwan

Standard Registrars Limited, the share and warrant registrar of
China Strategic, at Ground Floor, Bank of East Asia, Harbour
View Centre, 56 Gloucester Road, Wanchai, Hong Kong

the period commencing on the date falling six months prior to
the date of the Joint Announcement and ending on the Latest
Practicable Date

the Securities and Futures Commission

the Securities and Futures Ordinance (Chapter 571 of the Laws
of Hong Kong)

mandatory conditional cash offer of HKS$0.139 per China
Strategic Share to acquire all the issued shares in China
Strategic, other than those China Strategic Shares presently
owned by the Offerors and their concert parties, on the terms and
conditions set out in this document and the White Form of
Acceptance

The Stock Exchange of Hong Kong Limited

the announcement dated 21 July 2003 made jointly by ITC
Corporation, Hanny, Paul Y. - ITC and China Strategic regarding
the Offers

The Hong Kong Code on Takeovers and Mergers

the mandatory conditional cash offer of HK$0.001 per China
Strategic Warrant to acquire all the outstanding China Strategic
Warrants, other than those China Strategic Warrants presently
owned by the Offerors and their concert parties, on the terms and
conditions set out in this document and the Yellow Form of
Acceptance

the white form of acceptance and transfer for the Share Offer
which accompanies this document

the yellow form of acceptance and transfer for the Warrant Offer
which accompanies this document

Hong Kong dollars, the lawful currency of Hong Kong




LETTER FROM KINGSWAY SW SECURITIES

Kingsway Group

5/F, Hutchison House, 10 Harcourt Road, Central, Hong Kong.
Tel. No.: (852) 2877-1830  Fax No.: (852) 2868-3570

29 July 2003

To the Independent China Strategic Shareholders,
the Independent China Strategic Warrantholders
and the China Strategic Optionholder

Dear Sir or Madam,

Mandatory conditional cash offer by Kingsway SW Securities Limited
on behalf of the Offerors, each being indirect wholly-owned
subsidiary of Hanny Holdings Limited and

Paul Y. - ITC Construction Holdings Limited respectively,

to acquire all the issued China Strategic Shares and
outstanding China Strategic Warrants, other than the China Strategic Shares
and China Strategic Warrants presently owned by the Offerors
and parties acting in concert with them,

and to cancel all outstanding China Strategic Options

INTRODUCTION

Referring to the Joint Announcement dated 8 July 2003 issued by ITC Corporation, Hanny, Paul Y.
- ITC and China Strategic with respect to the Offers in which the Offerors announced to make a voluntary
conditional cash offer at the price of HK$0.10 for each China Strategic Shares and HK$0.001 for each
China Strategic Warrant respectively other than those already owned by the Offerors and their concert
parties, in order to increase the aggregate shareholdings of the Offerors in China Strategic to over 50% of
the issued share capital of China Strategic, Kingsway SW Securities has been appointed by the Offerors
to stand in the market to acquire China Strategic Shares at a price of no more than HK$0.10 per China
Strategic Share. On 9 July 2003, Kingsway SW Securities, on behalf of the Offerors, purchased 49,665,000
China Strategic Shares, representing 5.98% of the issued share capital of China Strategic, at the open
market at a price of HK$0.10 per China Strategic Share. After the purchase on 9 July 2003, the Offerors
and their concert parties are interested in 291,675,000 China Strategic Shares, representing approximately
35.16% of the issued share capital of China Strategic, thus triggering a mandatory offer during the offer
period of a voluntary offer under Rule 26 of the Takeovers Code.

On 21 July 2003, the Offerors have notified China Strategic that the offer price under the Share Offer
is to be increased from HK$0.10 to HK$0.139 per China Strategic Share and the Offerors, through
Kingsway SW Securities, will make a mandatory conditional cash offer at the price of HK$0.139 for each
China Strategic Share and HK$0.001 for each China Strategic Warrant respectively, other than the China
Strategic Shares and the China Strategic Warrants presently owned by the Offerors and parties acting in
concert with the Offerors, and to cancel all outstanding China Strategic Options at HK$0.001 per China
Strategic Option.

The Offers are conditional upon the Offerors having received acceptances in respect of voting rights
attached to China Strategic Shares which, together with any voting rights acquired or agreed to be acquired
before or during the Offer Period, will result in the Offerors and any parties acting in concert with them
in aggregate holding more than 50% of the voting rights attaching to the China Strategic Shares.




LETTER FROM KINGSWAY SW SECURITIES

This letter sets out the the terms of the Offers and information on the Offerors. Acceptance of the
Offers is subject to the terms set out in Appendix I to this document, White Form of Acceptance, Yellow
Form of Acceptance and Pink Form of Renunciation accompanying this document. Under the Takeovers
Code, the Offeree Document is expected to be sent to you within 14 days from the date of this
document and it will contain a letter from the Independent Board Committee to be formed to advise
you on the Offers and a letter of advice from the independent financial adviser in these respects. You
are urged to wait for the receipt of the Offeree Document and read the contents thereof before
deciding whether or not to accept the Offers.

THE OFFERS

Kingsway SW Securities is making conditional cash offers, on behalf of Offerors, to acquire all the
issued China Strategic Shares and outstanding China Strategic Warrants, other than those already owned
by the Offerors and parties acting in concert with them, and to cancel all outstanding China Strategic
Options on the following bases pursuant to the Takeovers Code:

The Share Offer

For each China Strategic Share ... ........ ... ... .. ... ........... HK$0.139 in cash
The price of HK$0.139 for each China Strategic Share represents:

— & premium of approximately 54.44% to the closing price of HK$0.09 per China Strategic Share
as quoted on the Stock Exchange on 27 June 2003, being the last trading day immediately
preceding the date of the Joint Announcement;

—  a discount of approximately 4.14% to the closing price of HK$0.145 per China Strategic Share
as quoted on the Stock Exchange on 10 July 2003, being the last trading day immediately
preceding the date of Supplemental Announcement;

— a premium of approximately 56.18% to the average closing price of HK$0.089 per China
Strategic Share as quoted on the Stock Exchange for the ten consecutive trading days up to and
including 27 June 2003;

— a premium of approximately 41.12% to the average closing price of HK$0.0985 per China
Strategic Share as quoted on the Stock Exchange for the ten consecutive trading days up to and
including 10 July 2003;

— a premium of approximately 61.63% to the average closing price of HK$0.086 per China
Strategic Share as quoted on the Stock Exchange for the thirty consecutive trading days up to
and including 27 June 2003;

— a premium of approximately 54.96% to the average closing price of HK$0.0897 per China
Strategic Share as quoted on the Stock Exchange for the thirty consecutive trading days up to
and including 10 July 2003;

— a premium of approximately 54.44% to the average closing price of HK$0.09 per China
Strategic Share as quoted on the Stock Exchange for the six month period up to and including
27 June 2003;

— a premium of approximately 54.27% to the average closing price of HK$0.0901 per China
Strategic Share as quoted on the Stock Exchange for the six month period up to and including
10 July 2003; and

— a discount of approximately 93.32% to the net asset value per China Strategic Share of
HK$2.08 based on the audited accounts of China Strategic as at 31 December 2002.




LETTER FROM KINGSWAY SW SECURITIES

The Warrant Offer

For each China Strategic Warrant .. ... ... .. ... ... ............... HK$0.001 in cash

The China Strategic Warrants are currently out-of-the-money and will expire after 31 December
2003. Accordingly, an offer at HK$0.001 is being made for each China Strategic Warrant. The price of
HK$0.001 per China Strategic Warrant represents:

— a discount of approximately 95.00% to the closing price of HK$0.02 per China Strategic
Warrant as quoted on the Stock Exchange on 10 July 2003, being the last trading day
immediately preceding the date of the Joint Announcement;

— a discount of approximately 91.67% to the average closing price of HK$0.012 per China
Strategic Warrant as quoted on the Stock Exchange for the ten consecutive trading days up to
and including 10 July 2003

The Option Offer

For cancellation of each China Strategic Option . . . .. ... ... ... ... ... HK$0.001 in cash

China Strategic has issued to Ms. Chan Ling, Eva, an executive director of China Strategic, options
to subscribe for up to 75,000 China Strategic Shares under its share option scheme at a subscription price
of HK$3.145 per China Strategic Share. The China Strategic Options are currently out-of-the-money.
Further, the price of each China Strategic Share is substantially lower than the subscription price of the
China Strategic Options and these China Strategic Options are non-assignable and non-transferable. Taking
into consideration the above factors, Kingsway SW Securities is making an offer, on behalf of the Offerors,
to the China Strategic Optionholder for her to surrender her China Strategic Options for cancellation at
HK$0.001 for each China Strategic Option outstanding pursuant to the Takeovers Code. On 8 July 2003,
Ms. Chan Ling, Eva has undertaken to the Offerors that she will not exercise her China Strategic Options
during the Offer Period.

Total consideration

As at the Latest Practicable Date, the Offerors and their concert parties are interested in 291,675,000
China Strategic Shares, representing 35.16% of the issued share capital of China Strategic. Assuming full
acceptance of the Offers, the cash consideration payable by the Offerors at the offer price of HK$0.139
per China Strategic Share, HK$0.001 per China Strategic Warrant and HK$0.001 per China Strategic
Option will amount to approximately HK$74.9 million, in which approximately HK$74.8 million,
HK$117,630 and HK$75 will be used for the acquisition of China Strategic Shares, China Strategic
Warrants and China Strategic Options respectively.

Condition of the Offers

The Share Offer is conditional upon the Offerors having received acceptances in respect of voting
rights attached to China Strategic Shares which, together with any voting rights acquired or agreed to be
acquired before or during the Offers, will result in the Offerors and any parties acting in concert with them
in aggregate holding more than 50% of the voting rights attaching to the China Strategic Shares.

The Warrant Offer and Option Offer are conditional on the Share Offer becoming or being declared
unconditional.

Sufficiency of financial resources

Kingsway Capital has been appointed by the Offerors to advise them in connection with the Offers
and Kingsway Capital is satisfied that sufficient financial resources are available to the Offerors, from a
loan facility of HK$60 million granted to the Offerors by Kingsway SW Securities and the remaining
HK$14.9 million will be financed by internal resources of the Offerors, to enable the Offerors to satisfy
full acceptance of the Offers. Pursuant to the loan and mortgage agreements between the Offerors and
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Kingsway SW Securities, the Offerors agreed to pledge their 290,985,000 China Strategic Shares
beneficially owned by the Offerors and any China Strategic Shares to be acquired by the Offerors under
the Share Offer or otherwise during the Offer Period to Kingsway SW Securities to secure the loan facility
granted to the Offerors by Kingsway SW Securities.

Latest time for acceptances

The latest time for acceptances is 4:00 p.m. on Tuesday, 26 August 2003. The Offerors do not intend
to extend the time for acceptance of the Offers but reserve the right to do so.

In the event that the Offeree Document may not be posted within 14 days of 29 July 2003 as required
under the Takeovers Code, the Offerors intend to extend the Offer Period by the same number of business
days in respect of such delay in the posting of the Offeree Document.

Effect of accepting the Offers

By accepting the Offers and upon the Offers becoming or being declared unconditional, China
Strategic Shareholders or China Strategic Warrantholders will sell their China Strategic Shares or China
Strategic Warrants free from all liens, claims and encumbrances and with all rights attached, including the
right to receive all dividends and distributions declared, made or paid after the close of the Offers, whereas
China Strategic Optionholder will surrender her China Strategic Options for cancellation. An acceptor of
the Offers is entitled to withdraw his acceptance after 21 days from the first closing date, if the Offers
have not by then become unconditional. Such entitlement to withdraw shall be exercisable until the
Offers become unconditional. Save as aforesaid, acceptances of the Offers shall be irrevocable and
not capable of being withdrawn, except as permitted under the Takeovers Code.

Stamp duty

Pursuant to the Offers, seller’s ad valorem stamp duty in connection with the acceptance of the Share
Offer and/or Warrant Offer amounting to HK$1.00 for every HK$1,000 or part thereof of the consideration
which the accepting China Strategic Shareholders and/or China Strategic Warrantholders will become
liable to pay and will be deducted from the consideration payable on acceptance of the Share Offer and/or
Warrant Offer and will be paid by the Offerors.

Dealings and holdings in the China Strategic Shares and China Strategic Warrants

Before the Offer Period commenced on 8 July 2003, each of the Offerors is interested in 120,660,000
China Strategic Shares, representing approximately 14.55% of the issued share capital of China Strategic,
or together in an aggregate of 241,320,000 China Strategic Shares, representing 29.10% of the issued share
capital of China Strategic. On ¢ July 2003, the Offerors jointly purchased and divided equally between
themselves a total of 49,665,000 China Strategic Shares on the market, representing approximately 5.98%
of the issued share capital of China Strategic. After the purchase made on 9 July 2003, each of the Offerors
is interested in 145,492,500 China Strategic Shares, representing 17.54% of the issued share capital of
China Strategic or together in an aggregate of 290,985,000 China Strategic Shares, representing
approximately 35.08% of the issued share capital of China Strategic.

Together with the 690,000 China Strategic Shares owned by the concert parties of the Offerors (Ms.
Ma Wai Man, Catherine, an independent non-executive director of Hanny and Ms. Lee Li, the spouse of
a director of Hanny's subsidiary), as at the Latest Practicable Date, Hanny and Paul Y. - ITC, through the
Offerors and their concert parties, are interested in 291,675,000 China Strategic Shares, representing
approximately 35.16% of the issued share capital of China Strategic.

Save for the purchase made on 9 July 2003, neither the Offerors nor any of the parties acting in
concert with them have dealt in the China Strategic Shares or China Strategic Warrants or other securities
of China Strategic during the Relevant Period.
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In addition, Hanny and Paul Y. - ITC, through the Offerors, are interested in 48,264,000 China
Strategic Warrants, collectively representing approximately 29.10% of the outstanding China Strategic
Warrants. Based on the subscription price of HK$0.16 per China Strategic Share, 48,264,000 new China
Strategic Shares will be issued upon full conversion of China Strategic Warrants by the Offerors,
representing approximately 5.82% of the existing total issued China Strategic Shares and approximately
5.50% of the total issued China Strategic Shares as enlarged by the issue of such new China Strategic
Shares.

As at the Latest Practicable Date, Dr. Charles Chan indirectly holds approximately 34.82% of the
issued ordinary share capital of ITC Corporation and he also directly holds approximately 1.06% of the
issued share capital of Paul Y. - ITC. In addition, 650,000 China Strategic Shares, representing
approximately 0.08% of the issued share capital of China Strategic, and 40,000 China Strategic Shares,
representing approximately 0.005% of the issued share capital of China Strategic, are held respectively by
Ms. Ma Wai Man, Catherine, an independent non-executive director of Hanny and Ms. Lee Li, the spouse
of a director of Hanny’s subsidiary.

By virtue of his being the controlling shareholder of ITC Corporation, Dr. Charles Chan is deemed
to be interested in 145,492,500 China Strategic Shares and 24,132,000 China Strategic Warrants held by
Paul Y. - ITC Group. As ITC Corporation indirectly holds approximately 28.26% of the issued ordinary
share capital of Hanny, Dr. Charles Chan is a concert party of Hanny.

Save as disclosed above, Dr. Charles Chan and other directors of ITC Corporation, Hanny and Paul
Y. - ITC and their respective concert parties do not hold any China Strategic Shares and/or China Strategic
Warrants and/or China Strategic Options.

INFORMATION ABOUT THE OFFERORS

Information about Calisan Developments Limited and Paul Y. - ITC

Calisan Developments Limited, one of the Offerors, is a limited liability company which was
incorporated in the British Virgin Islands on 2 May 1991 and it is an investment holding company. As at
the Latest Practicable Date, Calisan Developments Limited directly holds 145,492,500 China Strategic
Shares, representing approximately 17.54% of issued share capital of China Strategic, and 24,132,000
China Strategic Warrants, representing approximately 14.55% of the total outstanding China Strategic
Warrants. Calisan Developments Limited is an indirect wholly-owned subsidiary of Paul Y. - ITC.

The principal business of Paul Y. - ITC Group includes building construction, civil engineering,
specialist works, property development and investment, and manufacturing and trading of construction
materials. Its primary business focus is in Hong Kong and the PRC. Paul Y. - ITC is beneficially owned
as to approximately 64.46% by ITC Corporation.

Information about Well Orient Limited and Hanny

Well Orient Limited, one of the Offerors, is a limited liability company which was incorporated in
Hong Kong on 21 August 2000 and it is an investment holding company. As at the Latest Practicable Date,
Well Orient Limited and its concert parties directly hold 146,182,500 China Strategic Shares, representing
approximately 17.62% of issued share capital of China Strategic, and 24,132,000 China Strategic Warrants,
representing approximately 14.55% of the total outstanding China Strategic Warrants. Well Orient Limited
is an indirect wholly-owned subsidiary of Hanny.

The principal business of Hanny Group includes trading of computer related products and consumer
electronic products. Hanny also trades securities and invests in information technology businesses. Hanny
is beneficially owned as to approximately 28.26% by ITC Corporation.
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THE INTENTION OF THE OFFERORS REGARDING CHINA STRATEGIC

Business of China Strategic

China Strategic is an investment holding company and the subsidiaries of which are principally
engaged in the business of tire manufacturing, manufacturing, retailing and distribution of Chinese
medicine, western pharmaceuticals and health food and investment in infrastructure projects.

The Offers will not of itself result in any change in the board of directors, management, business or
the continued employment of the employees, including directors, of China Strategic Group or any of its
associated companies under the control of China Strategic.

Following the close of the Offers, the Offerors intend to continue the existing business of China
Strategic Group and currently the Offerors have no intention to re-deploy fixed assets of China Strategic
Group. Further, the Offerors have no intention to inject any assets or businesses into and/or dispose of any
assets or businesses from China Strategic Group immediately after completion of the Offers.

The China Strategic Shares and the China Strategic Warrants to be acquired by Kingsway SW
Securities, on behalf of the Offerors, during the Offers will be distributed to the Offerors in equal
proportion. To ensure that not less than 25% of the China Strategic Shares and China Strategic Warrants
will be held by the public after the Offers, the Offerors will place down their interests in China Strategic
as soon as possible. China Strategic will become an associated company of Hanny and Paul Y. - ITC after
the Offers and the placing.

The following charts summarise the shareholding structure of China Strategic immediately before the
publication of the Supplemental Announcement and after full acceptance of the Offers:

Before the publication of the Supplemental Announcement

Dr. Chan Kwok Keung, Charles
34.82%
ITC Corporation Limited 1.06%
(372-HK)
28.26% 64.46%
Concert parties Hanny Holdings Limited Paul Y. - ITC Construction .
of the Offerors (275-HK) Holdings Limited Public
(498-HK)
0.08% (Note 2) 17.54% (Note ) 17.54% (Note 1) 64.84%

|

China Strategic Holdings Limited
(235-HK)
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After full acceptance of the Offers but before the Offerors place down their interests in China
Strategic:

Dr. Chan Kwok Keung, Charles
34.82%
ITC Corporation Limited 1.06%
(372-HK)

28.26% 64.46%
Concert parties Hanny Holdings Limited Pam;&){ dgcsiﬁizcnon
of the Offerors (275-HK) ( 49§_HK)

0.08% (Note 2) 49.96% 49.96%

China Strategic Holdings Limited
(235-HK)

After full acceptance of the Offers and the Offerors place down their interests in China
Strategic:

Dr. Chan Kwok Keung, Charles
34.82%
ITC Corporation Limited 1.06%
(372-HK)
28.26% 64.46%
Concert parties Hanny Holdings Limited Paul Y. - I.TC ans-tmctlon .
of the Offerors (275-HK) Holdings Limited Public
(498-HK)
0.08% (Note 2) 37.46% 37.46% 25%

China Strategic Holdings Limited
(235-HK)
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Notes:

1. Before the Offer Period commenced on 8 July 2003 the Offerors are interested in an aggregrate 241,320,000 China
Strategic Shares, representing 29.1% of the issued share capital of China Strategic. On 9 July 2003, the Offerors
purchased 49,665,000 China Strategic Shares on the market, representing 5.98% of the issued share capital of China
Strategic. After the purchase made on 9 July 2003, each of the Offerors is interested in 145,492,500 China Strategic
Shares representing 17.54% of the issued share capital of China Strategic.

2. As at the Latest Practicable Date, the concert parties of the Offerors are interested in 690,000 China Strategic Shares,
out of which 650,000 China Strategic Shares, representing approximately 0.08% of the issued share capital of China
Strategic, and 40,000 China Strategic Shares, representing approximately 0.005% of the issued share capital of China
Strategic, are held respectively by Ms, Ma Wai Man, Catherine, an independent non-executive director of Hanny and
Ms. Lee Li, the spouse of a director of Hanny’s subsidiary.

REASONS FOR THE ACQUISITION

To the extent that the Offerors are successful in acquiring China Strategic Shares either through
market purchases or through acceptances to the Share Offer, the Offerors will be able to enhance their
investment in China Strategic by improving their share of the net assets of China Strategic and reduce their
average investment cost in China Strategic.

China Strategic is an investment holding company and the subsidiaries of which are principally
engaged in the business of tire manufacturing, manufacturing, retailing and distribution of Chinese
medicine, western pharmaceuticals and health food and investment in infrastructure projects. The Offerors
consider that the Offers could strengthen their ties with China Strategic and enhance their profile in the
PRC. Having considered the economy in the PRC has maintained good impetus and the consumption power
of Chinese people has steadily improved throughout this decade, the Offerors expect that the investments
and businesses of China Strategic in the PRC will contribute long-term financial benefit to the Offerors.
Before the Offers, since Hanny and Paul Y. - ITC each holds less than 20% interest in China Strategic,
neither of them accounts for China Strategic as an the associated company in their respective financial
statements. After the successful completion of the Offers, the Offerors will be able to recognise China
Strategic as the associated company of Hanny and Paul Y. - ITC Group which will enhance the long term
investment value of the Offerors.

MAINTAINING THE LISTING STATUS OF THE COMPANY

The Offerors will not exercise the power of compulsory acquisition. It is the intention of the Offerors
to maintain the listing of China Strategic on the Stock Exchange after the close of the Offers. The Offerors
and China Strategic have undertaken to the Stock Exchange that appropriate steps following the close of
the Offers will be taken as soon as possible to ensure that not less than 25% of the China Strategic Shares
and China Strategic Warrants will be held by the public. When the Offers closes, should there be less than
25% of China Strategic Shares and China Strategic Warrants in public hands, the directors of the Offerors
presently intend to take appropriate steps which may include, placing down their interest in China Strategic
to Independent Third Parties within one month after closing of the Offers.

The Stock Exchange has stated that it will closely monitor the trading in the China Strategic
Shares and China Strategic Warrants on the Stock Exchange. If the Stock Exchange believes that:

— a false market exists or may exist in the China Strategic Shares and China Strategic
Warrants; or

— there are too few China Strategic Shares and China Strategic Warrants in public hands to
maintain an orderly market, it will consider exercising its discretion to suspend trading in
China Strategic Shares and China Strategic Warrants.

In this connection, it should be noted that upon completion of the Offers, there may be an
insufficient public fioat for the China Strategic Shares and China Strategic Warrants and, therefore,
trading in the China Strategic Shares and China Strategic Warrants may be suspended until a
sufficient level of public float is attained.
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If China Strategic remains a listed company, the Stock Exchange will closely monitor all future
acquisitions or disposals of assets by China Strategic. Any acquisitions or disposals of assets by China
Strategic and its subsidiaries will be subject to the provisions of the Listing Rules. Pursuant to the
Listing Rules, the Stock Exchange has discretion to require China Strategic to issue a circular and
an announcement to its shareholders irrespective of the size of the proposed acquisitions and
disposals of assets by China Strategic, particularly where such proposed acquisitions and disposals
of assets by China Strategic represent a departure from the principal activities of China Strategic,
The Stock Exchange has the power pursuant to the Listing Rules to aggregate a series of acquisitions
and disposals of assets by China Strategic and any such acquisitions and disposals of assets may
result in China Strategic being treated as if it were a new listing applicant and subject to the
requirements for new listing application as set out in the Listing Rules.

TAXATION

China Strategic Shareholders, China Strategic Warrantholders and China Strategic Optionholder are
recommended to consult their own professional advisers if they are in any doubt as to the taxation
implications of accepting the Offers. It is emphasized that none of Kingsway Capital, Kingsway SW
Securities, the Offerors or any of their respective directors or any persons involved in the Offers accepts
responsibility for any tax effects on, or liabilities of, any person or persons as a result of their acceptance
of the Offers.

PROCEDURES FOR ACCEPTANCE

The Share Offer and the Warrant Offer

To accept the Share Offer, you should complete the accompanying White Form of Acceptance in
accordance with the instructions printed thereon, which instructions form part of the terms and conditions
of the Share Offer.

To accept the Warrant Offer, you should complete the accompanying Yellow Form of Acceptance in
accordance with the instructions printed thereon, which instructions form part of the terms and conditions
of the Warrant Offer.

The completed form(s) of acceptance should then be forwarded, together with the relevant China
Strategic Share certificate(s) and/or China Strategic Warrant certificate(s) and/or transfer receipt(s) and/or
any document(s) of title (and/or any satisfactory indemnity or indemnities required in respect thereof) for
not less than the number of China Strategic Shares and/or China Strategic Warrants in respect of which you
intend to accept the Share Offer and/or the Warrant Offer, by post or by hand, to Standard Registrars
Limited, Ground Floor, Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong
Kong, in an envelope marked “China Strategic Share Offer” andfor “China Strategic Warrant Offer” as
soon as possible but in any event not later than 4:00 p.m. on Tuesday, 26 August 2003 or such later date
as the Offerors may determine and announce. No acknowledgement of receipt of any form(s) of
acceptance, China Strategic Share certificate(s) and/or China Strategic Warrant certificate(s), transfer
receipt(s) or other document(s) of title (and/or any satisfactory indemnity or indemnities required in
respect thereof) will be given.

The Option Offer

To accept the Option Offer, you should complete the accompanying Pink Form of Renunciation with
the instructions printed thereon, which instructions form part of the terms and conditions of the Option
Offer, and then deliver the Pink Form of Renunciation together with the relevant China Strategic Option
certificate(s) for the whole of your holding of the China Strategic Options, or for the number of China
Strategic Options in respect of which you accept the Option Offer by post or by hand to China Strategic
at 8th Floor, Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon, Hong Kong for the attention of the
company secretary of China Strategic, in an envelope marked “China Strategic Option Offer”, as soon as
possible but in any event not later than 4:00 p.m. on Tuesday, 26 August 2003. No acknowledgement of
receipt of Pink Form of Renunciation and China Strategic Option certificate(s) will be given.
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Your attention is drawn to the further details regarding the procedures for acceptance set out in
Appendix I to this document and the accompanying White Form of Acceptance, Yellow Form of
Acceptance and Pink Form of Renunciation. The attention of the China Strategic Shareholders, China
Strategic Warrantholders and China Strategic Optionholder with registered addresses outside Hong Kong
is also drawn to the section headed “General” in Appendix I to this document.

SETTLEMENT OF THE CONSIDERATION

Remittances in respect of the consideration payable for the China Strategic Shares, China Strategic
Warrants and China Strategic Options tendered under the Offers will be posted within 10 days of the later
of the date the Offers become or are declared unconditional and the date of receipt by the Registrar (in
respect of the Share Offer and the Warrant Offer) or China Strategic (in respect of the Option Offer) of all
the relevant documents to render the relevant acceptances under the Offers complete and valid. If the
Offers lapse, certificates of China Strategic Shares and/or China Strategic Warrants and/or China Strategic
Options, or other relevant documents tendered to the Offers will be posted to those who accepted the Offers
within 10 days of the lapse of the Offers.

FURTHER TERMS OF THE OFFERS

Further terms and conditions of the Offers, including the procedures for acceptance and the
acceptance period of the Offers are set out in Appendix I on pages 15 to 21 of this document and the
accompanying White Form of Acceptance, Yellow Form of Acceptance and Pink Form of Renunciation.

ADDITIONAL INFORMATION

Your attention is drawn to the additional information set out in the Appendices which form part of
this document.

Yours faithfully,

For and on behalf of
Kingsway SW Securities Limited
William Ka Chung Lam
Director
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1. PROCEDURE FOR ACCEPTANCE

If you decide to accept the Share Offer and, or, the Warrant Offer, please complete and sign the
accompanying relevant form(s) of acceptance in accordance with the instructions thereon in respect of your
holdings of China Strategic Shares and, or, China Strategic Warrants, as the case may be. Please then return
the original form(s) of acceptance duly completed together with the relevant China Strategic Share
certificate(s) and, or, China Strategic Warrant certificate(s), and, or, transfer receipt(s) and, or other
document(s) of title and, or, any satisfactory indemnity or indemnities required in respect thereof for the
whole of your holding of China Strategic Shares and, or , China Strategic Warrants, or for not less than
the number of China Strategic Shares and, or, amount of China Strategic Warrants in respect of which you
accept the Share Offer or Warrant Offer, as the case may be, to the Registrar, Standard Registrars Limited,
at Ground Floor, Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong and
in any event so as to be received by not later than 4:00 p.m. on Tuesday, 26 August 2003, or such later
time and, or date as the Offerors may decide. Acceptances received after 4:00 p.m. on such closing day
will only be valid if the Offers are revised or extended before the closing date, or if the Offers have become
or been declared unconditional by 4:00 p.m. on such closing date.

If you decide to accept the Option Offer, please complete and sign the accompanying Pink Form of
Renunciation in accordance with the instructions thereon in respect of your holdings of China Strategic
Options. Please then return the original Pink Form of Renunciation duly completed together with the China
Strategic Option certificate(s) for the whole of your holding of China Strategic Options, or for not less than
the number of China Strategic Options in respect of which you accept the Option Offer to the company
secretary of China Strategic at the office of China Strategic at 8th Floor, Paul Y. Centre, 51 Hung To Road,
Kwun Tong, Kowloon, Hong Kong and in any event so as to be received by not later than 4:00 p.m. on
Tuesday, 26 August 2003, or such later time and, or date as the Offerors may decide. Acceptances received
after 4:00 p.m. on such closing day will only be valid if the Offers are revised or extended before the
closing date, or if the Offers have become or been declared unconditional by 4:00 p.m. on such closing
date.

Share Offer

Subject to the Share Offer becoming or being declared unconditional and provided that the White
Form of Acceptance, the China Strategic Share certificate(s) and, or transfer receipt(s) and, or other
documents of title, and, or any satisfactory indemnity or indemnities required in respect thereof, are
completed and in good order and have been received by the Registrar before the close of the Share Offer,
cheques in respect of the relevant consideration will be posted at the risk of the accepting China Strategic
Shareholders within ten days of the later of:

— the date on which the Share Offer becomes or is declared unconditional; and

—  the receipt of all the relevant documents by the Registrar to render the acceptance under the
Share Offer complete and valid.

If the China Strategic Share certificate(s) and, or, transfer receipt(s) and, or, any other document(s)
of title for your China Strategic Shares are in the name of a nominee company or some name other than
your own, and you wish to accept the Share Offer you must either:

— lodge your China Strategic Share certificate(s) and, or, transfer receipt(s) and, or, any other
document(s) of title, and, or, any satisfactory indemnity or indemnities required in respect
thereof, with the nominee company, or other nominee, with instructions authorising it to accept
the Share Offer on your behalf and requesting it to deliver the White Form of Acceptance, duly
completed together with the relevant China Strategic Share certificate(s) and, or, transfer
receipt(s) and, or, any, other document(s) of title, and, or, any satisfactory indemnity or
indemnities required in respect thereof, to the Registrar; or
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— arrange for the China Strategic Shares to be registered in your name by the Registrar and send
the completed White Form of Acceptance to them together with the relevant China Strategic
Share certificate(s) and, or, transfer receipt(s) and, or, any other document(s) of title, and, or,
any satisfactory indemnity or indemnities required in respect thereof; or

— if you have deposited your China Strategic Shares with CCASS, instruct your broker to
authorise HKSCC Nominees Limited to accept the Share Offer on your behalf on or before the
deadline set by HKSCC Nominees Limited before the closing date. In order to meet the
deadline set by HKSCC Nominees Limited, you should check with your broker for the timing
on processing your instruction, and submit your instruction to your broker as required.

If the China Strategic Share certificate(s) and, or, transfer receipt(s) and, or, any other document(s)
of title, and, or, any satisfactory indemnity or indemnities in respect thereof, of your China Strategic
Shares are not readily available or is, are, lost and you wish to accept the Share Offer, you should
nevertheless complete and sign the White Form of Acceptance and deliver it to the Registrar and arrange
for the relevant China Strategic Share certificate(s) and, or, transfer receipt(s) and, or, other document(s)
of title, and, or, any satisfactory indemnity or indemnities required in respect thereof, to be forwarded to
the Registrar as soon as possible thereafter accompanied by a letter stating that you have lost one or more
of your China Strategic Share certificate(s) and, or, transfer receipt(s) and, or, any other document(s) of
title, and, or, any satisfactory indemnity or indemnities required in respect thereof, or that they are not
readily available. If you have lost your China Strategic Share certificate(s), you should also write to the
Registrar for a letter of indemnity which, when completed in accordance with the instructions given,
should be returned to the Registrar.

If you have lodged a transfer of China Strategic Share for registration in your name but have not yet
received your China Strategic Share certificate(s) and you wish to accept the Share Offer, you should
nevertheless complete the White Form of Acceptance and deliver it to the Registrar together with the
transfer receipt(s) duly signed by yourself. Such action will be deemed to be an authority to the Offerors
or their agents to collect, on your behalf, the relevant China Strategic Share certificate(s) when issued and
to deliver such China Strategic Share certificate(s) to the Registrar, subject to the terms of the Share Offer,
as if they were China Strategic Share certificates delivered to the Registrar with the White Form of
Acceptance.

The cash consideration due will not be despatched until the relevant China Strategic Share certificate
and, or transfer receipt and, or any other documents of title (and, or a satisfactory indemnity or indemnities
in respect of any lost Share certificate) have been received by the Registrar and otherwise subject to the
terms and conditions of the Share Offer. However, an acceptance may not be counted towards fulfilling the
acceptance condition unless it is received on or before the latest time for acceptance set out in this
document, the White Form of Acceptance is duly completed and is accompanied by the relevant China
Strategic Share certificate(s) and, or, transfer receipts and, or, other documents of title or certified by the
Registrar or the Stock Exchange.

No acknowledgement of receipt of any White Form(s) of Acceptance, China Strategic Share
certificate(s), and, or, transfer receipt(s) and, or, any other document(s) of title (and/or any satisfactory
indemnity or indemnities required in respect thereof) will be given.

If the Offers lapse, China Strategic Shares certificates and other relevant documents tendered to the
Share Offer will be posted to those who accepted the Share Offer within 10 days of the lapse of the Offers.

Warrant Offer

Subject to the Warrant Offer becoming or being deciared unconditional and provided that the Yellow
Form of Acceptance, the China Strategic Warrant certificate(s) and, or transfer receipt(s) and, or other
documents of title, and, or any satisfactory indemnity or indemnities required in respect thereof, are
completed and in good order and have been received by the Registrar before the close of the Warrant Offer,
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cheques in respect of the relevant consideration will be posted at the risk of accepting China Strategic
Warrantholders within ten days of the later of:

— the date on which the Warrant Offer becomes or is declared unconditional; and

— the receipt of all the relevant documents by the Registrar to render the acceptance under the
Warrant Offer complete and valid.

If the China Strategic Warrant certificate(s) and, or, transfer receipt(s) and, or, any other document(s)
of title for your China Strategic Warrants are in the name of a nominee company or some name other than
your own, and you wish to accept the Warrant Offer you must either:

— lodge your China Strategic Warrant certificate(s) and, or, transfer receipt(s) and, or, any other
document(s) of title, and, or, any satisfactory indemnity or indemnities required in respect
thereof, with the nominee company, or other nominee, with instructions authorising it to accept
the Warrant Offer on your behalf and requesting it to deliver the Yellow Form of Acceptance,
duly completed together with the relevant China Strategic Warrant certificate(s) and, or,
transfer receipt(s) and, or, any, other document(s) of title, and, or, any satisfactory indemnity
or indemnities required in respect thereof, to the Registrar; or

— arrange for the China Strategic Warrants to be registered in your name by the Registrar and send
the completed Yellow Form of Acceptance to them together with the relevant China Strategic
Warrant certificate(s) and, or, transfer receipt(s) and, or, any other document(s) of title, and, or,
any satisfactory indemnity or indemnities required in respect thereof; or

— if you have deposited your China Strategic Warrants with CCASS, instruct your broker to
authorise HKSCC Nominees Limited to accept the Warrant Offer on your behalf on or before
the deadline set by HKSCC Nominees Limited before the closing date. In order to meet the
deadline set by HKSCC Nominees Limited, you should check with your broker for the timing
on processing your instruction, and submit your instruction to your broker as required.

If the China Strategic Warrant certificate(s) and, or, transfer receipt(s) and, or, any other document(s)
of 1tle, and, or, any satisfactory indemnity or indemnities in respect thereof, of your China Strategic
Warrants are not readily available or is, are, lost and you wish to accept the Warrant Offer, you should
nevertheless complete and sign the Yellow Form of Acceptance and deliver it to the Registrar and arrange
for the relevant China Strategic Warrant certificate(s) and, or, transfer receipt(s) and, or, other document(s)
of title, and, or, any satisfactory indemnity or indemnities required in respect thereof, to be forwarded to
the Registrar as soon as possible thereafter accompanied by a letter stating that you have lost one or more
of your China Strategic Warrant certificate(s) and, or, transfer receipt(s) and, or, any other document(s) of
title, and, or, any satisfactory indemnity or indemnities required in respect thereof, or that they are not
readily available. If you have lost your China Strategic Warrant certificate(s), you should also write to the
Registrar for a letter of indemnity which, when completed in accordance with the instructions given,
should be returned to the Registrar.

If you have lodged a transfer of China Strategic Warrants for registration in your name but have not
yet received your China Strategic Warrant certificate(s) and you wish to accept the Warrant Offer, you
should nevertheless complete the Yellow Form of Acceptance and deliver it to the Registrar together with
the transfer receipt(s) duly signed by yourself. Such action will be deemed to be an authority to the
Offerors or their agents to collect, on your behalf, the relevant China Strategic Warrant certificate(s) when
issued and to deliver such Warrant certificate(s) to the Registrar, subject to the terms of the Warrant Offer,
as if they were China Strategic Warrant certificates delivered to the Registrar with the Yellow Form of
Acceptance. '

The cash consideration due will not be despatched until the relevant China Strategic Warrant
certificate and, or transfer receipt and, or any other documents of title (and, or a satisfactory indemnity or
indemnities in respect of any lost China Strategic Warrant certificate) have been received by the Registrar
and otherwise subject to the terms and conditions of the Warrant Offer. However, an acceptance may not
be counted towards fulfilling the acceptance condition unless it is received on or before the latest time for
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acceptance set out in this document, the Yellow Form of Acceptance is duly completed and is accompanied
by the relevant China Strategic Warrant certificate(s) and, or, transfer receipts and, or, other documents of
title or certified by the Registrar or the Stock Exchange. '

No acknowledgement of receipt of any Yellow Form(s) of Acceptance, China Strategic Warrant
certificate(s), and, or, transfer receipt(s) and, or, any other document(s) of title (and/or any satisfactory
indemnity or indemnities required in respect thereof) will be given.

If the Offers lapse, the China Strategic Warrants certificates and other relevant documents tendered
to the Warrant Offer will be posted to those who accepted the Warrant Offer within 10 days of the lapse
of the Offers.

Option Offer

Subject to the Option Offer becoming or being declared unconditional and provided that the Pink
Form of Renunciation, the China Strategic Option certificate(s) for the whole of your holding of China
Strategic Options, or for the number of China Strategic Options in respect of which you accept the Option
Offer, are completed and in good order and have been received by the company secretary of China
Strategic before the close of the Option Offer, cheques in respect of the relevant consideration will be
posted at the risk of accepting China Strategic Optionholder within ten days of the later of:

— the date on which the Option Offer becomes or is declared unconditional; and

—  the receipt of all the relevant documents by the company secretary of China Strategic to render
the acceptance under the Option Offer complete and valid.

If the China Strategic Option certificate(s) of your China Strategic Options is/are, lost and you wish
to accept the Option Offer, you should nevertheless complete and sign the Pink Form of Renunciation and
deliver it to the company secretary of China Strategic at 8th Floor, Paul Y. Centre, 51 Hung To Road, Kwun
Tong, Kowloon, Hong Kong and arrange for the relevant China Strategic Option certificate(s) to be
forwarded to the company secretary of China Strategic at the office of China Strategic at 8th Floor, Paul
Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon, Hong Kong as soon as possible thereafter
accompanied by a ’letter stating that you have lost one or more of your China Strategic Option
certificate(s).

The cash consideration due will not be despatched until the relevant China Strategic Option
certificate and, or a satisfactory indemnity or indemnities in respect of any lost China Strategic Option
certificate has been received by the Company secretary of China Strategic and otherwise subject to the
terms and conditions of the Option Offer.

No acknowledgement of receipt of any Pink Form of Renunciation, China Strategic Option
certificate, or, transfer receipt and, or, any other documents of title will be given.

If the Offers lapse, the China Strategic Options certificates and other relevant documents tendered
to the Option Offer will be posted to those who accepted the Option Offer within 10 days of the lapse of
the Offers.

2. ACCEPTANCE PERIOD AND REVISIONS
The Offerors reserve the right to revise or extend the Offers after the despatch of this document.

Unless the Offers have previously been extended or revised or the Offers have previously become or
been declared unconditional, the Offers will close and acceptance must be received by 4:00 p.m. on the
closing date.

If the Offers become or are declared unconditional, the Offers will remain open for acceptance for
not less than fourteen days from the date on which the Offerors announce that the Offers have become or
are declared unconditional.
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The Offers shall not be capable of:

— becoming or being declared unconditional after the expiry of 60 days from the date of‘posting
of this document; or

— being kept open after that date, provided that the Offerors reserve the right, with the permission
of the Executive under the Takeovers Code, to extend the Offers to a later time and, or, date.

If the Share Offer or the Warrant Offer or the Option Offer is revised, it will remain open for
acceptance for a period of not less than 14 days following the date on which the revised offer document
is posted. The benefit of any revision of the Share Offer or the Warrant Offer or the Option Offer will be
available to any China Strategic Shareholder whether or not he or she has previously accepted the Share
Offer or any China Strategic Warrantholder whether or not he or she has previously accepted the Warrant
Offer or any China Strategic Optionholder who has previously accepted the Option Offer. The execution
by or on behalf of any China Strategic Shareholder or China Strategic Warrantholder or China Strategic
Optionholder who has previously accepted the Share Offer or the Warrant Offer or the Option Offer under
any White Form of Acceptance or Yellow Form of Acceptance or Pink Form of Renunciation shall be
deemed to constitute acceptance of the revised Share Offer or Warrant Offer or Option Offer, unless such
China Strategic Shareholder or China Strategic Warrantholder or China Strategic Optionholder becomes
entitled to withdraw his acceptance and duly does so.

3. ANNOUNCEMENTS

(a) By 6:00 p.m. on the closing date (or such later time and/or date as the Executive agrees), the
Offerors shall inform the Executive and the Stock Exchange that the Offers have been closed
or extended and shall publish an announcement on the Stock Exchange’s website by 7:00 p.m.
on the closing date of Offers stating whether the Offers have been revised or extended, has
expired or has become or been declared unconditionally. The Offerors shall republish such
announcement in newspapers on the next business day to that effect. The announcement shall
state the total number of the China Strategic Shares:

—  for which acceptances of the Offers have been received;

—  held, controlled or directed by the Offerors or persons acting in concert with them before
the Offer Period; and

— acquired or agreed to be acquired during the Offer Period by the Offerors or any persons
acting in concert with them.

The announcement shall include the details of voting rights, rights over China Strategic Shares,
derivatives and arrangements as required by Rule 3.5(c), (d) and (f) of the Takeovers Code. The
announcement shall also specify the percentages of the relevant classes of share capital, and the
percentages of voting rights, represented by these numbers. ‘

If the Offerors is unable to comply with any of the requirements of Rule 19 of the Takeovers
Code, the Executive may require that acceptors be granted a right of withdrawal, on terms
acceptable to the Executive, until the requirements of Rule 19 can be met.

(b) In computing the number of China Strategic Shares, China Strategic Warrants and the China
Strategic Options represented by acceptances. Acceptances which are not in all respects in order
or that are subject to verification will be separately stated.

(c) As required under the Takeovers Code and the Listing Rules, any announcement in relation to
the Offers, in respect of which the Executive and the Stock Exchange have confirmed that they
have no further comments thereon, must be published as a paid announcement in at least one
leading English language newspaper and one leading Chinese language newspaper being in
each case a newspaper which is published daily and circulated generally in Hong Kong.
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4. RIGHT OF WITHDRAWAL

An acceptor of the Offers is entitled to withdraw his acceptance after 21 days from the first closing
date, if the Offers have not by then become unconditional. Such entitlement to withdraw shall be
exercisable until the Offers become unconditional. Save as aforesaid, acceptances shall be irrevocable and
cannot be withdrawn except in circumstances set out in Rule 19.2 of the Takeovers Code, which provides
that if the Offerors are unable to comply with any of the requirements of making announcements relating
to the Offers under the Takeovers Code as described under the section headed “Announcements” above,
the Executive may require that acceptors be granted a right of withdrawal, on terms acceptable to the
Executive, until such requirements can be met.

5.  GENERAL

(a) All communications, notices, forms of acceptance, certificates of China Strategic Shares, China
Strategic Warrants and China Strategic Options, transfer receipts, other documents of title and
remittances to be delivered by or sent to or from China Strategic Shareholders, China Strategic
Warrantholders and China Strategic Optionholder will be delivered by or sent to or from them,
or their designated agents, at their own risk, and none of China Strategic, the Offerors, or any
of their agents accepts any liability for any loss in postage or any other liabilities that may arise
as a result.

(b) The provisions set out in the accompanying form(s) of acceptance and form of renunciation
form part of the Offers.

(c) The accidental omission to despatch this document and/or form(s) of acceptance and/or form
of renunciation or any of them to any person to whom the Offers is made will not invalidate
the Offers in any way.

(d) The Offers and all acceptances will be governed by and construed in accordance with the laws
of Hong Kong.

(e) Due execution of the form(s) of acceptance and form of renunciation will constitute an
authority to any director of China Strategic or such person or persons as China Strategic may
direct to complete and execute any document on behalf of the person accepting the Share Offer
and/or the Warrant Offer and/or Option Offer and to do any other act that may be necessary or
expedient for the purposes of vesting in the Offerors or such person or persons as it may direct
the China Strategic Shares and/or China Strategic Warrants and/or China Strategic Options in
respect of which such person has accepted the Offers.

(f) Acceptance of the Share Offer and/or the Warrant Offer and/or Option Offer by any person or
persons will be deemed to constitute a warranty by such person or persons to the Offerors that
the China Strategic Shares and/or the China Strategic Warrants and/or China Strategic Options
acquired under the Offers are sold by any such person or persons free from all third party rights,
liens, claims, charges, equities and encumbrances and together with all rights attaching thereto
including the rights to receive all future dividends or other distributions declared, paid or made
on the China Strategic Shares and/or the China Strategic Warrants and/or China Strategic
Options after the closing of the Offers.

(g) Pursuant to the Offers, seller’s ad valorem stamp duty in connection with the acceptance of the
Share Offer and/or Warrant Offer amounting to HK$1.00 for every HK$1,000 or part thereof
of the consideration which the accepting China Strategic Shareholder and/or China Strategic
Warrantholders will become liable to pay and will be deducted from the consideration payable
on acceptance of the Share Offer and/or Warrant Offer and will be paid by the Offerors.

(h) The Offerors do not intend to exercise ahy right to acquire compulsorily any China Strategic
Shares not acquired under the Offers after the Offers have closed but reserve the right to do so.

(i) References to the Offers in this document and in the form(s) of acceptance and form of
renunciation shall include any revision and/or extension thereof.
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®

k)

M

The making of the Offers to persons with a registered address in jurisdictions outside Hong
Kong may be affected by the laws of the relevant jurisdictions. China Strategic Shareholders,
China Strategic Warrantholders and China Strategic Optionholder who are citizens or residents
or nationals of jurisdictions outside Hong Kong should inform themselves about and observe
any applicable legal requirements. It is the responsibility of any such person who wishes to
accept the Offers to satisfy himself as to the full observance of the laws of the relevant
jurisdiction in connection therewith, including the obtaining of any governmental or other
consent which may be required or the compliance with other necessary formalities and the
payment of any transfer or other taxes due in respect of such jurisdiction.

The consideration payable to any China Strategic Shareholders, China Strategic Warrantholders
and China Strategic Optionholder under the Offers, after deduction of respective seller’s ad
valorem stamp duty, will be settled by posting remittances in accordance with the terms of the
Offers and without regard to any lien, right of set-off, counterclaim or other analogous rights
to which the Offerors may otherwise be, or claim to be, entitled against such China Strategic
Shareholders, China Strategic Warrantholders and China Strategic Optionholder,

The English text of this document and the form(s) of acceptance and the form of renunciation
shall prevail over the Chinese text for the purpose of interpretation.
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1.

RESPONSIBILITY STATEMENT

(a)

(b)

(©

(d)

The issue of this document has been approved by the directors of Hanny, Paul Y. - ITC and the
Offerors.

This document includes particulars given in compliance with the SFO and the Takeovers Code
for the purpose of giving information with regard to the Offerors and the Offers.

The directors of the Offerors accept full responsibility for the accuracy of the information
contained in this document and confirm, having made all reasonable enquires, that to the best
of his knowledge and belief, opinions expressed in this document have been arrived at after due
and careful consideration and there are no other facts not contained in this document, the
omission of which would make any statement in this document misleading.

The information relating to China Strategic Group and their respective shareholders included
in this document has been extracted from information publicly available. The only
responsibility accepted by the directors of the Offerors in respect of the information relating to
China Strategic has been to ensure that it has been correctly extracted and the extractions are
not misleading and based on the information publicly available.

MARKET PRICES

China Strategic Shares

The table below shows the closing prices of the China Strategic Shares quoted on the Stock

Exchange on the last trading day for each of the six calendar months immediately preceding the date
of the Joint Announcement, on the last trading day immediately preceding the date of the Joint
Announcement and the last trading day immediately preceding the date of the Supplemental
Announcement and on the Latest Practicable Date:

Closing price per

Date China Strategic Share
HK$%
2002
31st December 0.100
2003
30th January 0.090
28th February 0.094
31st March 0.090
30th April 0.090
30th May 0.080
27th June : 0.090
10th July 0.145
Latest Practicable Date 0.145

The highest and lowest closing price per China Strategic Share recorded on the Stock Exchange

during the Relevant Period were HK$0.145 and HK$0.080 respectively.

— 22 —




APPENDIX II GENERAL AND OTHER INFORMATION

China Strategic Warrants

The table below shows the closing prices of the China Strategic Warrants quoted on the Stock
Exchange on the last trading day for each of the six calendar months immediately preceding the date
of the Joint Announcement, on the last trading day immediately preceding the date of the Joint
Announcement and the last trading date immediately preceding the date of the Supplemental
Announcement and on the Latest Practicable Date:

Closing price per

Date China Strategic Warrant
HK$
2002
31st December 0.01
2003
30th January 0.01
28th February 0.01
31st March 0.01
30th April 0.01
30th May 0.01
27th June 0.01
10th July 0.02
Latest Practicable Date 0.02

The highest and lowest closing price per China Strategic Warrant recorded on the Stock
Exchange during the Relevant Period were HK$0.02 and HK$0.01 respectively.

3. DISCLOSURE OF INTERESTS

As at the Latest Practicable Date, Hanny and Paul Y. - ITC, through the Offerors and their concert
parties, are interested in 291,675,000 China Strategic Shares, representing an aggregate interest of
approximately 35.16% of the existing issued share capital of China Strategic.

In addition, Hanny and Paul Y. - ITC, through the Offerors, are interested in 48,264,000 China
Strategic Warrants, collectively representing approximately 29.10% of the outstanding China Strategic
Warrants. Based on the subscription price of HK$0.16 per China Strategic Share, 48,264,000 new China
Strategic Shares will be issued upon full conversion of China Strategic Warrants by the Offerors,
representing 5.82% of the existing total issued China Strategic Shares and about 5.50% of the total issued
China Strategic Shares as enlarged by the issue of such new China Strategic Shares.

As at the Latest Practicable Date, Dr. Charles Chan indirectly holds approximately 34.82% of the
issued ordinary share capital of ITC Corporation and he also directly holds approximately 1.06% of the
issued share capital of Paul Y. - ITC. In addition, 650,000 China Strategic Shares, representing
approximately 0.08% of the issued share capital of China Strategic, and 40,000 China Strategic Shares,
representing approximately 0.005% of the issued share capital of China Strategic, are held respectively by
Ms. Ma Wai Man, Catherine, an independent non-executive director of Hanny and Ms. Lee Li, the spouse
of a director of Hanny’s subsidiary. :

By virtue of his being the controlling shareholder of ITC Corporation, Dr. Charles Chan is deemed
to be interested in 145,492,500 China Strategic Shares and 24,132,000 China Strategic Warrants held by
Paul Y. - ITC Group.

Save as stated above, the Offerors, directors of the Offerors and persons acting in concert with the
Offerors are not interested in any securities of China Strategic.
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Save for the 290,985,000 China Strategic Shares and any China Strategic Shares to be acquired by
the Offerors under the Share Offer or otherwise during the Offer Period pledged by the Offerors to
Kingsway SW Securities to secure the loan facility granted to the Offerors by Kingsway SW Securities and
the 49,665,000 China Strategic Shares purchased by Kingsway SW Securities on behalf of the Offerors on
9 July 2003, as at the Latest Practicable Date, Kingsway Capital and Kingsway SW Securities do not have
any beneficial interest in the China Strategic Shares or China Strategic Warrants and have not dealt in any,
China Strategic Shares or China Strategic Warrants as principal during the Relevant Period.

4. DEALINGS IN CHINA STRATEGIC SHARES AND CHINA STRATEGIC WARRANTS

Save for the acquisitions by the Offerors of 49,665,000 China Strategic Shares on the market at a
price of HK$0.10 per share made on 9 July 2003, neither the Offerors nor any of the parties acting in
concert with them and the directors of the Offerors have dealt in the China Strategic Shares or China
Strategic Warrants or other securities of China Strategic during the Relevant Period.

5. CONSENT

Kingsway SW Securities is a licensed corporation under the SFO and it has given and have not
withdrawn its written consent to the issue of this document with the inclusion herein of its letter and
references to its names, in the form and context in which it appears herein.

6. GENERAL

(a) Save for Ms. Chan Ling, Eva (the holder of China Strategic Options) has undertaken to the
Offerors that she will accept the Option Offer, as at the Latest Practicable Date, no person whao
own or control China Strategic Shares and/or China Strategic Warrants had irrevocably
committed himself or the intention, prior to the posting of this document, to accept or reject the
Offers. The abovementioned undertaking by Ms. Chan Ling, Eva will be ceased if the Offers
lapse.

Save for the China Strategic Options, Ms. Chan Ling, Eva was not interested and has not dealt
in any China Strategic Shares or China Strategic Warrants or other securities of China Strategic
during the Relevant Period.

(b) As at the Latest Practicable Date, no person had any arrangement of the kind referred to in Note
8 of Rule 22 of the Takeovers Code with the Offerors or with any party acting in concert with
the Offerors.

(¢) There is no payment or other benefit to be made or given to any directors of China Strategic
or any of its subsidiary as compensation for loss of office or otherwise in connection with the
Offers.

(d) As at the Latest Practicable Date, there are no agreements, arrangements or understandings
(including any compensation arrangement) exists between the Offerors or their concert parties
and any of the directors and recent directors of China Strategic or China Strategic Shareholders
and recent China Strategic Shareholders, China Strategic Warrantholders and recent China
Strategic Warrantholders, China Strategic Optionholder and recent China Strategic
Optionholders or any person having any connection with or dependence upon the Offers.

(e) As at the Latest Practicable Date, there was no agreement, arrangement or understanding
between the Offerors and any other persons for the transfer of the beneficial interests in China
Strategic Shares and China Strategic Warrants acquired by the Offerors under the Offers other
than the loan and mortgage agreements entered into between the Offerors and Kingsway SW
Securities, pursuant to which the Offerors agreed to pledge their 290,985,000 China Strategic
Shares beneficially owned by the Offerors and any China Strategic Shares to be acquired by the
Offerors under Share Offer or otherwise during the Offer Period to Kingsway SW Securities.
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(g)
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(k)
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(m)

(n)

(0)

(9]
(q)

@

(s)

ITC Corporation is the controlling shareholder of Paul Y. - ITC and substantial shareholder of
Hanny. The directors of ITC Corporation are Dr. Charles Chan, Mr. Lau Ko Yuen, Tom, Ms.
Chau Mei Wah, Rosanna, Mr. Chan Kwok Hung, Mr. Chan Fut Yan, Mr. Wong Kun To, Mr.
Cheung Hon Kit, Mr. Lai, Dominic and Mr. Chuck, Winston Calptor. Dr. Charles Chan is the
controlling shareholder of ITC Corporation.

The registered office of ITC Corporation is at Clarendon House, Church Street, Hamilton HM
11, Bermuda and its principal place of business in Hong Kong is at 33rd Floor, Paul Y. Centre,
51 Hung To Road, Kwun Tong, Kowloon, Hong Kong.

The address of Dr. Charles Chan is at 33rd Floor, Paul Y. Centre, 51 Hung To Road, Kwun Tong,
Kowloon, Hong Kong.

Calisan Developments Limited is an indirect wholly-owned subsidiary of Paul Y. - ITC. The
directors of Paul Y. - ITC are Dr. Charles Chan, Mr. Lau Ko Yuen, Tom, Mr. Chan Fut Yan, Mr.
Wong Wing Hoo, Billy, Ms. Chau Mei Wah, Rosanna, Mr. Cheung Hon Kit, Mr. Law Man Wah,
Conrad, Mr. Lee Hon Chiu, Mr. Cheung Ting Kau, Vincent and Mr. Kwok Shiu Keung, Ernest.

The registered office of Paul Y. - ITC is at Clarendon House, 2 Church Street, Hamilton HM
11, Bermuda and its principal place of business in Hong Kong is at 31st Floor, Paul Y. Centre,
51 Hung To Road, Kwun Tong, Kowloon, Hong Kong. ’

Well Orient Limited is an indirect wholly-owned subsidiary of Hanny. The directors of Hanny
are Dr. Charles Chan, Dr. Allan Yap, Mr. Lui Siu Tsuen, Richard, Mr. Chan Kwok Hung, Mr.
Fok Kin Ning, Canning, Ms. Shih Edith (alternate to Mr. Fok Kin Ning, Canning), Mr. Ip Tak
Chuen, Edmond, Mr. Cheung Hon Kit, Mr. Yuen Tin Fan, Francis, Mr. Tsang Link Carl, Brian,
Ms. Ma Wai Man, Catherine and Mr. Kwok Ka Lap, Alva.

The registered office of Hanny is at Clarendon House, 2 Church Street, Hamilton HM 11,
Bermuda and its principal place of business in Hong Kong is at 8th Floor, Paul Y. Centre, 51
Hung To Road, Kwun Tong, Kowloon, Hong Kong.

The registered office of Calisan Developments Limited is at P.O. Box 71, Craigmuir Chambers,
Road Town, Tortola, British Virgin Islands. The correspondence address in Hong Kong of
Calisan Developments Limited is at 31st Floor, Paul Y. Centre, 51 Hung To Road, Kwun Tong,
Kowloon, Hong Kong.

The directors of Calisan Developments Limited are Mr. Lau Ko Yuen, Tom, Ms. Chau Mei Wah,
Rosanna and Mr, Chan Fut Yan.

The registered office of Well Orient Limited is at 8th Floor, Paul Y. Centre, 51 Hung To Road,
Kwun Tong, Kowloon, Hong Kong.

The directors of Well Orient Limited are Dr. Allan Yap and Mr. Lui Siu Tsuen, Richard.

The address of Kingsway Capital, the financial advisers to Hanny and Paul Y. - ITC, is at 5th
Floor, Hutchison House, 10 Harcourt Road, Central, Hong Kong.

The address of Kingsway SW Securities is at 5th Floor, Hutchison House, 10 Harcourt Road,
Central, Hong Kong.

The English text of this document, the forms of acceptance and form of renunciation shall
prevail over the Chinese text.
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7. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents are available for inspection at the offices of the Offerors during
normal business hours while the Offers remain open for acceptance;

(a)
(b
©)

(d)
(e)

the memorandum of association and articles of association of the Offerors;
the Joint Announcement and Supplemental Announcement;

the letter from Kingsway SW Securities, the text of which is set out on pages 5 to 14 of this
document; and

the letter of consent from Kingsway SW Securities referred to in this Appendix.

the undertaking by Ms. Chan Ling, Eva referred to in this Appendix.
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