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The Group develops from a solid foundation, with which growth by means

of organic and merging can be easy and fast.
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Chairman's Statement

I have pleasure to present to shareholders the 2004/2005 annual report
of the Group.

BUSINESS AND OPERATIONS REVIEW
Trading Operations

The Group is proud to report that “Memorex®" currently ranks No.2
globally in COR & DVD media sales with its DVD units growing 180%
from last year. During the year, revenue growth was primarily from DVD
growth and growth in the Traveldrive product line. Although DVD
revenue growth was hampered by a nearly 50% decrease in ASPs
(Average Selling Prices), Memorex® still recorded strong profit
performance. Launch of several new products in the USB Flash Category,
specifically the M-Flyer USB flash drive, has been well received by the
market,

North America

In North America, Memorex® recorded record revenues and operating
income in FY2005. Growth in DVD and USB Flash revenues were the
primary drivers of the record revenues achieved during the year. Unit
sales of DVD media more than tripled in FYOS5 providing over 40%
revenue growth in the category. Revenue growth was also fueled by
aggressive expansion of its sales of USB Flash drives gaining close to
10% market share in the United States. Revenue growth in the DVD
and USB Flash categories was largely offset by a decline in CD revenues
on nearly 10% as the result of MP3 players and other alternatives to
traditional CD usage. In the United States, according to industry trade
publications, Memorex® continues to be the American market leader in
DVD sales with a 28% share and CDR sales with also a 28% share. The
Group expects DVD volumes to double in fiscal 2006 while CDR volumes
should continue to decline at single digit rates. The Group continues to
expand our presence in Latin America through distribution channels.
Memaorex® products have been successfully placed in Office Depot and
Walmart Mexico by our distributor. Memorex® continues to be the top
brand among the largest retailers in North America. The Group currently
has one or more of our products in 100% of the top ten retailers and
over 90% of the top 25 consumer electronics retailers in the United
States.
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Chairman’s Statement

Operating margins in North America also achieved record levels. The
Group’s global purchasing enabled us to improve our gross margins
which we continue to leverage our cost structure. During the year, the
Group consolidated our Canadian operations into our U.S. operation
which has vielded operating efficiencies beginning in the fourth quarter
of fiscal 2005,

Europe

The European market continues to be challenging. CDR prices continue
to come under pressure from a variety of competitors and directly from
the disk manufacturers. in addition, levies in [taly and France have
negatively impacted the retail demand for CDRs and DVDs as consumers
look for alternative channels to purchase media. Significant DVD price
declines in late fiscal 2004 and early fiscal 2005 caused significant
inventory revaluations during fiscal 2005. On the positive side, DVD
volumes more the doubled over fiscal 2004 and pricing is fairly stable.
In Europe, Memorex® continues to hold its market position at number
three in both DVD and CDR sales with 8.4% and 10.9% market shares
respectively. The Group has continued the successful strategy of
supplying key retailers on a direct basis and is currently in more the haif
of the top European retailers.

Asia

The Asian market continues to be emerging. During the year, we
tightened controls on costs and better sourcing and were able to
maintain our profitability as planned. Due to the on-going increase in
media costs, sales can pick up again in FY2006. At present, the Group
has distributors over Asia, namely, lapan, Singapore, Australia, New
Zealand, Korea and Taiwan. Memorex® market share in Asia has been
growing steadily. With close relationships with dominating suppliers in
Taiwan to offer the lowest costs for Memorex® branded products as a
whole and big distributors to commit forecasted order placement,
Memorex®'s Asian business will further be strengthened in coming year.
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Chairman’s Statement

OUTLOOK

The Group is well positioned to expand its presence around the globe.
The Group believes that growth in the DVD segment more than offset
any declines in the CDR market for the foreseeable future. We continue
to be the market shere leader in CDR and DVD media in the United
States and expect to leverage that position through expanded product
offerings and expanded geographic distribution. In North America and
Europe our goal is to expand the products sold within our existing
retailers including an expanded accessories offerings, specialty media
products and USB Flash products. In particular, we believe the USB Flash
products are in the early stages of consumer adoption. Recent market
studies indicate that consumers have significant recognition of the
Memorex® brand in this segment of the market. The Group continues
to introduce and sell our USB products in a growing number of retailers
in the United States, Canada and Europe. The Group expects our
investments in the USB Flash business will yield significant growth in
the future, and targets to achieve an equally outstanding market share
leadership as it has succeeded in its CDR and DVD media products, in
the coming year.

FINAL DIVIDEND

The Board has recommended the payment of a final dividend of HK6
cents per share in cash with a scrip option (2004: HK6 cents, with a
scrip option) for the year ended March 31, 2005 subject to the approval
of the shareholders of the Company at the forthcoming annual general
meeting ("AGM"). No interim dividend was paid by the Company during
the year.

Subject to sharehaolders’ approval at the AGM, the dividend warrants
will be paid on or around Friday, October 21, 2005 in cash, with
shareholders being given the option to receive shares of HK$0.01 each
(“New Shares”) in the Company in lieu of cash in respect of part or all
of such dividend (“Scrip Dividend Scheme”). The number of New Shares
will be calculated on the basis of the average of the closing prices per
share of the Company on The Stock Exchange of Hong Kong Limited
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Chairman’s Statement FEHREE

(the “Stock Exchange”) for the three consecutive trading days ending  HAEURKBH BB REEREZBIEREE
August 31, 2005. A circular giving full details of the Scrip Dividend HEFAKE®FETRE « RR B EIEFEZAM
Scheme and a form of election will be sent to shareholders after the #ES FEBERBT 2B LT REER HiLE
AGM. The Scrip Dividend Scheme is conditional upon the Stock Exchange & ©

granting the listing of and permission to deal in the New Shares to be

allotted and issued.

APPRECIATION (&
| would like to take this opportunity to express my gratitude to my AARBUREEEESHE EEAEBREENBE

fellow board members, the management and employees for their hard —F 2B W RUAXEBEEL BB - AR E -
work and contribution to the Group in the past year.

On behalf of the Board EREEES

Dr. Chan Kwok Keung, Charles FE

Chairman BRERE L

Hong Kong, July 22, 2005 BE —ZEZERhELAZ+=AH
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Management Discussion and Analysis

RESULTS AND FINANCIAL REVIEW

Results

For the year ended March 31, 2005, the Group's audited consolidated
loss before minority interests was HK$99.3 million (2004: profit of
HK$93.8 million), which comprised of profit from operations of
HK$319.5 million (2004: HK$228.8 million), finance costs of HK$18.2
million (2004: HK$26.4 million), share of net losses of associates of
HK$59.7 million (2004: HK$73.5 million), amaortization of goodwill
arising on acquisition of associates of HK$28.1 million (2004: HK$17.7
million), realization of negative goodwill arising on acquisition of an
additional interest in an associate of HK$2.1 million (2004: Nil}, net
loss on disposal of subsidiaries and associates of HK$15.7 million (2004:
gain of HK$10.4 million), impairment loss on goodwill arising on
acquisition of an associate of HK$177.4 million (2004 Nil) and income
tax expense of HK$121.6 million (2004: HK$27.8 million).

Segment Results

For trading of computer related products, segment turnover amounted
to HK$3,977.7 million, increased by HK$240.4 million (6.4%) and
segment result recorded HK$256.6 million, increased by HK$43.9 million
(24.1%).

For trading of consumer electronic products, segment turnover
amounted to HK$1,565.3 million, increased by HK$327.6 million
(26.5%) and segment result recorded HK$24.8 million, increased by
HK$3.0 million (13.6%).

For trading of securities, segment turnover amounted to HK$93.9
million, increased by HK$58.9 million (over 100%) and segment result
recorded HK$77.3 million, increased by HK356.5 million (over 100%).

For property development and trading, segment turnover amounted to
HK$39.6 million, increased by HK$23.6 million (over 100%) and
segment result recorded HK$2.1 million, decreased by HK$3.6 million
(63.2%).

This year, the Group still enjoyed significant growth without lowering
gross profit margin. This sales growth was due to our persistent efforts
to control cost on inventory pricing, our strong and extensive business
network worldwide and promotional efforts made.
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Management Discussion and Analysis

The results of the Group was critically turned from “Operating profit”
into “Loss for the year” by the impairment loss on goodwill arising on
acquisition of an associate this year. Due to the fact that the associate
has been recording losses since it became our associate in last year, an
impairment loss on goodwill of HK$177.4 million was considered
appropriate at year end. The Group suffered net losses under *Share of
results of associates” during the year of HK$59.7 million, a decrease by
HK$13.7 million (18.7%).

Liquidity

Net bank and cash balances at March 31, 2005 increased to HK$332.6
million (2004: HK$141.1 million), accounting for 23.7% (2004: 9.8%)
of the net tangible asset value of the Group. The cash was mainly used
for daily operations and repayment of bank loans during the year. The
current ratio of the Group at March 31, 2005 was 1.91 (2004: 1.39).

Financial Review

The net current assets of the Group at March 31, 2005 increased by
HK$485.7 million (75.2%) to HK$1,131.5 million (2004: HK$645.8
million).

Such increase was mainly attributable to the increase in bank balances
and cash, short-term loan receivables, short-term loan receivables from
related companies, trade and other receivables, and net tax payable of
HK$191.5 million, HK$70.6 million, HK$56.8 million, HK$27.5 million
and HK3$69.6 million, respectively, at year end as compared to the
previous year, and offset by the decrease in inventeries, trade and other
payables and borrowings of HK$290.3 million, HK$260.5 million and
HK$263.8 million, respectively.

QOther asset decreased from HK$145.1 million as at March 31, 2004 to
HK$108.0 million as at March 31, 2005 as a result of the sale of the
land development right at a consideration of HK$39.6 million during
the year, with a profit of HK$2.1 million.

Inventories decreased from HK$877.4 million as at March 31, 2004 to
HK$587.1 million as at March 31, 2005. This was attributable to the
increase in inventory levels of the subsidiaries in the United States and
United Kingdom of HK$372.3 million at the end of 2004, as
management foresaw an increasing sales trend in the coming years. In
addition, market prices of products such as DVD and CDR boosted up
in 2004 owing to the decrease in supply. Therefore, the Group made
bulk purchases so as to negotiate favourable prices in 2004. Inventory
levels as at March 31, 2005 returned back to the normal levels.
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Management Discussion and Analysis

Trade and other receivables increased from HK$738.8 million as at March
31, 2004 to HK$766.3 million as at March 31, 2005. The number of
days for debtors turnover decreased from 50 days in 2004 to 38 days in
the current year, which were similar to the levels the Group experienced
in 2003.

Trade and other payables decreased from HK$1,272.3 million as at
March 31, 2004 to HK$1,011.8 million as at March 31, 2005. The
number of day for creditors turnover decreased from 78 days in 2004
to 54 days in current year. The decrease in creditors turnover days was
mainly attributed to the early settlement of trade payables in lien of
cash discount on goods purchased during the year.

At March 31, 2005, total borrowings of the Group amounted to
HK$293.3 million (2004: HK$384.2 million), of which HK$160.0 million
(2004: HK$10.8 million) were not repayable within one year. The
borrowings included bank borrowings of HK$82.0 million (2004:
HK$205.7 million), other loans of HK$161.3 million (2004: HK$151.3
million), overdrafts of HK$47.0 million (2004: HK$23 3 million),
obligations under finance leases of HK$0.5 million (2004: HK$1.5
million) and amount due to a minority shareholder of HK$2.5 million
(2004: HK$2.4 million). The decline in borrowings was due to the
repayment of bank loans during the year in order to lower the finance
costs.

interests in associates

At March 31, 2005, interests in associates amounted to HK$636.7
million (2004: HK$306.4 million), represented share of net assets of
HK$582.3 million (2004: HK$617.5 million), goodwill on acquisition of
an associate of HK$51.1 million (2004; HK$256.6 million), loan to an
associate of HK$1.3 million (2004: HK$ 1.4 million) and amounts due
therefrom of HK$2.2 million (2004: HK$30.9 million). The substantial
decrease in balance was mainly due to the deemed disposals of certain
associates with a total loss of HK$19.3 million, share of an associate’s
decrease in other reserves and losses, of HK$14.3 million and HK$59.7
million, respectively, during the year. Furthermore, goodwill arising on
acquisition of an associate was impaired by HK$177.4 million at year
end.

Pledge of assets

At March 31, 2005, certain assets of the Group amounting to HK$240.2
million (2004: HK$399.0 million) were pledged to banks and financial
institutions for foan facilities granted to the Group.
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Management Discussion and Analysis

Gearing ratio

The gearing ratio (borrowings/shareholders’ funds) at March 31, 2005
was significantly reduced to 16.2% (2004: 20.5%).

Exchange rate and interest rate risks exposure

Most of the Group’s business transactions, assets and liabilities are
denominated in Hong Kong Dollars and United States Dollars. The risk
of foreign exchange fluctuation had not been significant to the Group.
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. However, the recent weakening of the United
States Dollars against other foreign currencies (especially Canadian
Dollars and Great British Pounds) would bring about certain exchange
gains to the Canadian and European subsidiaries so far. Because of the
possible rebound of the United States Dollars, the Group will consider
entering into hedging contracts to eliminate exposure to downside risks,
whenever the Group and the concerned foreign subsidiaries think fit.

Contingent liabilities

At March 31, 2005, the Group has no contingent liabilities in relation
to guarantees given to banks and other financial institutions for facilities
granted to an outsider (2004: Nil).

Employees and remuneration policies

As at March 31, 2005, there were approximately 500 staff (2004: 700)
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 alsc provided employee training programs,
mandatory provident fund scheme, medical insurance and discretionary
bonus. Share options are awarded to employees on merit basis. However,
no share options were granted during the year.

BUSINESS AND CORPORATE DEVELOPMENTS

Placing and Subscription of Shares

On November 23, 2004, ITC Corporation Limited (“ITC"), a substantial
shareholder of the Company, entered into a placing and subscription
agreement with the placing agent and the Company pursuant to which
ITC agreed to place 37,000,000 shares at the price of HK$3.22 per
share to not less than six placees who were independent third parties
procured by the placing agent and ITC would subscribe for 37,000,000
new shares at the same price of HK$3.22 per share. Please refer to the
Company's announcement dated November 23, 2004 for details of such
placing and subscription.
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Management Discussion and Analysis

Disposal of Fu Yang Investment Co., Ltd. ("Fu Yang")

On January 31, 2005, the Group entered into two sale and purchase
agreements (the “Agreements”) withA Bl Z EER D AR QA (the
“Purchaser”), an indirect wholly owned subsidiary of & 2 B@ERHE
R 28 (Taiwan Fixed Network Co., Ltd.) which is a publicly traded
company on the Emerging Market (##8) in Taiwan. Pursuant to the
Agreements, the Group agreed to sell and the Purchaser agreed to
purchase 50,282,540 Fu Yang shares, representing approximately 8.04%
in the issued share capital of Fu Yang. The consideration for the sale
shares was approximately NT$636.7 million (approximately HK$150.3
million), equivalent to NT$12.7 (approximately HK$3.00) per Fu Yang
share. The disposal constituted a discloseable transaction of the
Company under the Listing Rules. The transaction was completed in
March 2005.

Disposal of 15.3% interests in China Strategic Holdings Limited (“CSHL™)
and the acquisition of interests in Group Dragon Investments Limited
(/IGDln)

On March 10, 2005, the Company and Paul Y.-ITC Construction Holdings
Limited ("Paul Y.") entered into a share sale agreement (the “Share
Sale Agreement”) with Nation Field Limited (“Nation Field”), which is a
company owned by Mr. Gao Yang. Pursuant to the Share Sale
Agreement, the Group conditionally agreed to dispose of an
approximately 15.3% interest in CSHL after the completion by CSHL of
a group restructuring involving, among others, the distribution of certain
assets and businesses currently held by GDI, a wholly-owned subsidiary
of CSHL, to the shareholders of CSHL. Subsequent to the disposal, the
Company will also make a voluntary general offer to acquire all the
issued shares in GD! which are not owned or agreed to be acquired by
the Company. Details of the aforesaid transactions are set out in the
joint announcement of CSHL, the Company and other parties to the
transactions dated April 19, 2005.

This transaction has not yet been completed as at the date of this report.
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Management Discussion and Analysis

Subscription of convertible note of Cheung Tai Hong Holdings Limited
("CTH™)

On April 20, 2005, Loyal Concept Limited (“Loyal Concept”), an indirect
wholly-owned subsidiary of the Company, and CTH entered into a
subscription agreement (the “Subscription Agreement”) regarding the
subscription by Loyal Concept of a zero coupon convertible note due
2010 of CTH with a principal amount of HK$450 million.

Upon exercise of the conversion rights attached to the convertible note,
Loyal Concept may become interested in 30% or more of the enlarged
issued share capital of CTH, thereby triggering an obligation on the
part of Loyal Concept under the Takeovers Code to make a mandatory
offer for all the CTH shares. Depending on the number of further CTH
shares which may be acquired by Loyal Concept pursuant to the
mandatory offer (if any) to the shareholders of CTH, the acquisition of
such additional equity interests in CTH, when aggregated with the CTH
conversion shares to be issued to Loyal Concept on exercise of the
conversion rights attached to the convertible note in accordance with
Rule 14.22 of the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rule”), constituted a very substantial acquisition
for the Company under the Listing Rules. The subscription and the
transactions contemplated under the Subscription Agreement (including
the possible very substantial acquisition regarding the acquisition of
further equity interests in CTH pursuant to the mandatory offer) were
approved by the shareholders at the special general meeting of the
Company held on June 24, 2005.

Details of the transaction were set out in the circular of the Company
dated June 7, 2005.

The underwriting agreement and subscription of a convertible note of
Ruili Holtdings Limited (“Ruili")

On April 21, 2005, the Company, Ruili and Tai Fook Securities Company
Limited entered into an underwriting agreement (the “Underwriting
Agreement”). Pursuant to the Underwriting Agreement, the maximum
number of rights shares to be taken up by the Company was 320 million
rights shares at a subscription price of HK$0.10 per rights share.

On the same date, the Company and Ruili entered into a convertible
notes subscription agreement (the “Subscription Agreement”). Pursuant
to the Subscription Agreement, the Company would subscribe for and
Ruili would allot and issue to the Company the convertible notes in an
aggregate principal amount of HK$170 million at an initial conversion
price of HK$0.12 per conversion share, subject to the adjustment from
time to time.

Details of the transaction were disclosed in the circular of the Company
dated May 24, 2005.
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Each achievement of the Group is the fruitful results of cur staff's joint efforts.
With our brilliant staff and their devotion, the Group records continuous
and satisfactory growth in both market share and revenues.
FEESEAMOAMBEEIHRRES INGS - 2HEEIHEXRE N SAKEED
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Directors and Senior Management Profile

DIRECTORS PROFILE

Dr. CHAN Kwok Keung, Charles, aged 50, was appointed as Managing
Director of the Company in November 1995, In November 2000, he
was appointed as the Chairman of the Company, responsible for the
overall management of the Company. He holds an Honorary degree of
Doctor of Laws and a Bachelor's degree in Civil Engineering and has
over 25 years' international corporate management experience in the
construction and property sectors as well as in strategic investments.
Dr. Chan is the chairman of ITC Corporation Limited and a non-executive
director of Paul Y. - ITC Construction Holdings Limited. Dr. Chan is the
chairman and chief executive officer of China Strategic Holdings Limited.
Dr. Chan is elder brother of Mr. Chan Kwok Hung, an executive director
of the Company.

Dr. YAP, Allan, aged 49, joined the Company in 1995 and was
appointed as Deputy Managing Director in December 1997. In November
2000, he was appointed as Managing Director of the Company. He
obtained the Honorary degree of Doctor of Laws and has over 23 years’
experience in finance, investment and banking. Dr. Yap is the vice
chairman of China Strategic Holdings Limited, an executive director of
Wing On Travel (Holdings) Limited and chairman and chief executive
officer of China Enterprises Limited, a company whose shares are traded
on the OTC Bulletin Board in the United States of America. Dr. Yap is
also the chairman and chief executive officer of Burcon NutraScience
Corporation, a company whose shares listed on the TSX Venture
Exchange in Canada and Frankfurt Stock Exchange in Germany and an
executive chairman of PSC Corporation Ltd (“PSC”) and Intraco Limited,
both are public listed companies in Singapore. He is also the chairman
of MRI Holdings Limited, a company whose shares are listed on the
Australian Stock Exchange.

Mr. LUI Siu Tsuen, Richard, aged 49, joined the Company in November
1995 and was appointed as Deputy Managing Director in May 2002.
He is a qualified accountant and has over 25 years of accounting,
financial and corporate management experience. He has held senior
positions in an international accounting firm and various private and
public listed companies. Mr. Lui is an alternate director to Dr. Yap, Allan
in China Strategic Holdings Limited. He is also an executive director of
Wing On Travel (Holdings) Limited and PSC. PSC is a public listed
company in Singapore.

Mr. CHAN Kwok Hung, aged 46, was appointed as an Executive
Director of the Company in December 1995. He holds a Diploma in
Arts and has over 21 years’ experience in trading business in the People’s
Republic of China. He is an executive director of ITC Corporation Limited
and an alternate director to Dr. Chan Kwok Keung, Charles in China
Strategic Holdings Limited. Mr. Chan Kwok Hung is the younger brother
of the Chairman, Dr. Chan.
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Directors and Senior Management Profile

Mr. FOK Kin-ning, Canning, aged 53, was appointed as a Non-
Executive Director of the Company in 1992. He is the group managing
director of Hutchison Whampoa Limited, the chairman of Hutchison
Telecommunications International Limited, Hutchison Harbour Ring
Limited, Hutchison Telecommunications (Australia) Limited, Hutchison
Global Communications Holdings Limited and Partner Communications
Company Ltd. and the co-chairman of Husky Energy inc. He is also the
deputy chairman of Cheung Kong Infrastructure (Holdings) Limited and
Hongkong Electric Holdings Limited and a non-executive director of
Cheung Kong {Holdings) Limited. He holds a Bachelor of Arts degree
and is @a member of the Australian Institute of Chartered Accountants.

Mr. IP Tak Chuen, Edmond, aged 53, was appointed as a Non-Executive
Director of the Company in November 1995, He holds a Master of
Science degree in Business Administration and a Bachelor of Arts degree
in Economics. Mr. Ip is a deputy chairman of Cheung Kong Infrastructure
Holdings Limited, an executive director of Cheung Kong (Holdings)
Limited and CK Life Sciences Int’l., (Holdings) Inc., and a non-executive
director of TOM Group Limited.

Mr. CHEUNG Hon Kit, aged 51, has been a Non-Executive Director of
the Company since July 2000. He has over 27 years of experience in
real estate development, property investment and corporate finance.
Mr. Cheung graduated from the University of London with a Bachelor
of Arts degree. He has worked in key executive positions in various
leading property development companies in Hong Kong. Currently, he
is the chairman of Cheung Tai Hong Holdings Limited, the managing
director of Wing On Travel (Holdings) Limited, an executive director of
ITC Corporation Limited and Paul Y. - ITC Construction Holdings Limited.
He is also an independent non-executive director of Panva Gas Holdings
Limited, International Entertainment Corporation and Innovo Leisure
Recreation Holdings Limited.
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Directors and Senior Management Profile

Ms. SHIH, Edith, aged 53, has been an Alternate Director to Mr. Fok
Kin-ning, Canning, a Non-Executive Director of the Company since
March 2003. She holds a Bachelor of Science degree in Education and
a Master of Arts degree from the University of the Philippines, a Master
of Arts degree and a Master of Education degree from Columbia
University, New York. She is qualified to practise law in Hong Kong,
England and Wales and Victoria, Australia; and is a fellow of both The
Institute of Chartered Secretaries and Administrators and The Hong
Kong Institute of Company Secretaries. Ms. Shih is the head group
general counsel and company secretary of Hutchison Whampoa Limited
("HWL") and an executive director and the company secretary of
Hutchison Harbour Ring Limited. She is also an executive director of
Hutchison International Limited and director of various HWL group
companies.

Mr. YUEN Tin Fan, Francis aged 52, joined the Company as an
Independent Non-Executive Director in January 1996. Mr. Yuen holds a
Bachelor degree in Economics from The University of Chicago and is
now the deputy chairman of Pacific Century Group. As a previous chief
executive of The Stock Exchange of Hong Kong Limited from 1988 to
1991, he has extensive investment banking and business experience in
Hong Kong and the Far East region. Mr. Yuen is also a non-executive
director of a number of listed companies in Hong Kong.

Mr. KWOK Ka Lap, Alva, aged 57, has been an Independent Non-
Executive Director of the Company since July 2003. He was a marketing
manager in an international company engaging in the design of business
administration system. Mr. Kwok has been in the insurance and
investments business for over 23 years, principally in the senior
managerial position leading a sizable sales team. Mr. Kwok is an
independent non-executive director of Cheung Tai Hong Holdings
Limited and Wing On Travel (Holdings) Limited.
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Directors and Senior Management Profile

Mr. WONG King Lam, Joseph, aged 53, has been an Independent
Non-Executive Director of the Company since September 2004. Mr.
Wong is currently the chief executive officer of a renowned automobile
services company in Hong Kong. He is a fellow member of the Hong
Kong Institute of Certified Public Accountants and the Association of
Chartered Certified Accountants. He has more than 24 years' extensive
experience in auditing, corporate and financial management with a
number of companies in different business sectors which include an
internationat accounting firm and a local listed company. He is also an
independent non-executive director of Tungtex (Holdings) Company
Limited, China Strategic Holdings Limited and Wing On Travel (Holdings)
Limited, which are companies whose shares are listed on The Stock
Exchange of Hong Kong Limited.

SENIOR MANAGEMENT PROFILE

Mr. GOLACINSKI, Michael, aged 53, was appointed as Director and
Chief Executive Officer of Memorex International inc. in January 2002.
He also serves as President of Memorex Products, Inc. (“MPI"). Mr,
Golacinski has over 28 years of sales and management experience in
the computer and consumer electronic industries. He joined MPi in 1998,

Ms. LAW, Dorothy, aged 35, was appointed as the Corporate Counsel
of the Company in November 1997. She is also a director of China
Enterprises Limited and Burcon NutraScience Corporation ("Burcon”),
a publicly listed company in Canada. Ms. Law received her Bachelor of
Commerce and Bachelor of Law degrees from the University of British
Columbia and is a Barrister and Solicitor licensed to practice law in
British Columbia, Canada. Ms. Law has also been admitted as a solicitor
of the High Court of Hong Kong. Prior to joining the Company and the
Burcon group of companies, she worked for a Canadian national law
firm practicing in the areas of corporate and securities law.

Ms. KEE Shui Wah, aged 40, joined the Company in April 1994 and
was appointed as Chief Financial Officer of the Company in May 2002.
Ms. Kee is a member of both the Association of Chartered Certified
Accountants and the Hong Kong Institute of Certified Public
Accountants. She has over 15 years’ experience in international
accounting and finance in multinational corporations.
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With our strategic business plans, we create a promising tomorrow.
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Report of the Directors

The directors present to the shareholders the annual report on the affairs
of the Company and of the Group together with the audited financial
statements for the year ended March 31, 2005.

PRINCIPAL ACTIVITIES

The Group is principally engaged in the trading of computer related
products, consumer electronic products which comprise the
manufacturing, distribution and marketing of data storage media
(primarily floppy disks, CD-R, CD-RW and DVD), the distribution and
marketing of computer accessories and storage media drives, scanners,
audio and video cassettes, minidisks, household electronic products and
telecommunication accessories, securities trading and properties trading.
The Group also made strategic investments in information technology,
supply of household consumer products and other businesses. The
Company itself is an investment holding company.

RESULTS

Details of the results of the Group for the year are set out in the
consolidated income statement on page 43 of the annual report.

DIVIDENDS

The directors recommend the declaration of a final dividend at the rate
of HK6 cents per share in cash with a scrip option payable on or around
Friday, October 21, 2005 to all persons registered as holders of shares
on August 31, 2005. The Register of Members will be closed from
Monday, August 29, 2005 to Wednesday, August 31, 2005, both days
inclusive.

RESERVES

Movements in the reserves of the Group and the Company during the
year are set out in note 30 to the financial statement.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group spent approximately HK$14.2 million on
the acquisition of property, plant and equipment for the purpose of
expanding the Group’s business. Details of this and other movements
in the property, plant and equipment of the Group during the year are
set out in note 16 to the financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during the
year are set out in note 29 to the financial statements.
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Report of the Directors

DIRECTORS

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

Executive Directors:

Dr. Chan Kwok Keung, Charles (Chairman) (retired on August 31, 2004
and re-appointed on September 3, 2004)

Dr. Yap, Allan (Managing Director)

Mr. Lui Siu Tsuen, Richard (Deputy Managing Director)

Mr. Chan Kwok Hung

Non-executive Directors:

Mr. Fok Kin-ning, Canning

Mr. Ip Tak Chuen, Edmond

Mr. Cheung Hon Kit

Ms. Shih, Edith (Afternate to Mr. Fok Kin-ning, Canning)

Independent non-executive Directors:

Mr. Yuen Tin Fan, Francis

Mr. Kwok Ka Lap, Alva

Mr. Wong King Lam, Joseph (appointed on September 30, 2004)
Mr. Tsang Link Carl, Brian (resigned on September 30, 2004)

In accordance with Clause 87(3) of the Company’s Bye-laws, Mr. Fok
Kin-ning, Canning ("Mr. Fok"”), Mr. Ip Tak Chuen, Edmond, Mr. Cheung
Hon Kit and Mr. Chan Kwok Hung shall retire from offices by rotation
and do not offer themselves for re-election at the forthcoming annual
general meeting ("AGM").

Ms. Shih, Edith, alternate to Mr. Fok, will cease 1o be his alternate upon
his retirement in accordance with the Clause 96 of the Company’s Bye-
laws.

In accordance with Clause 86(2) of the Company’s Bye-laws, Dr. Chan
Kwok Keung, Charles (“Dr. Chan”) and Mr. Wong King Lam, Joseph
who were appointed during the period from the last annual general
meeting to the date of this report, retire and, being eligible, offer
themselves for re-election at the AGM.

The non-executive directors are subject to retirement by rotation in
accordance with the above clause of the Cornpany’s Bye-laws.

None of the directors proposed for re-election at the AGM has a service
contract with the Group which is not determinable by the Group within
one year without payment of compensation, other than statutory
compensation.

HANNY HOLDINGS LIMITED %%sﬂi%@ﬁﬁa ]
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BESEL (TE) R-FENFNA=+—HE
ERR-_FEAFNA=ZHEHEL)

Yap, Allantd & (EFE4CE)

BRRFEE (BIEEHLEE)

BREIS &4

FERITES
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Report of the Directors

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at March 31, 2005, the interests and short positions of the directors
and chief executives of the Company in the shares, underlying shares
and debentures of the Company and its associated corporation (within
the meaning of Part XV of the Securities and Futures Ordinance (the
"SFO")) which: (a) 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) or pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers (the “Model

EEERE

EERRY - MEROREFZERRAAE

RIFEZRF=A=+—H ARFIBEERIET
BABRERBREMBAR (EEAEHFREE
ESTIES %&Hﬁaﬂﬂﬂj)%xv%)zw  REERR
MEBEHTHES : QBREESFRAZEAEXVE
%7&8"*BY$E?FLFH T%%i&ﬂ EERHZIF
7B (RETR]) BEAE R § 3P 2 M
/i/@(@T‘ﬁﬁ%’%m%&%ﬁﬂ%ﬁﬂﬁ??1' X FH
BIERERBER 2B AR » )BAFALRR
BIRBREFLBEGIEI2GFEZELMZE

Code"), or (b) were required to be entered in the register kept by the ZHRAELT -
Company pursuant to Section 352 of the SFO, were as follows:
(a)  Interests in the Shares of the Company @ AREROHZEZ
Approximate %
Number of of the issued
Long position/ Nature  shares held in ordinary share capital
Name of Director Short position Capacity of interest  the Company of the Company
$EARLE RRFERITBE
EZER R/ KR g% EmitE B8 E REBHNF DL
Dr. Chan (refer to notes) Long position Interest of  Corporate interest 45,798,813 20.48%
RiETx (207:) e controlled DEMEE
corporation
RELFZEE
Mr. Lui Siu Tsuen, Richard Long position  Beneficial owner Persona! interest 1,750,000 0.78%
ARFEEE A ERBEAA EAER
Notes: BifsE
1, This interest does not include interests in underlying shares of 1. FRBRTBEARFANZRETEIAL

equity derivatives of the Company. This interest needs to be
aggregated with those set out in sub-paragraph (b) below to
give the total interest of Dr. Chan in the Company.

2. Dr. Chan is deemed to have a corporate interest in 45,798,813
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 and short positions of shareholders discloseable under
the SFO” below.

Kﬁfﬁﬁﬁfﬁﬁé/\ c RERBE T X3 B(b)
e E— s AAGBHEBELR
ERNFZERBE -

2. R+ @ Chinaview International
Limited ([Chinaview] ) HE B R MR A
%Eﬁz:'z}ms,ms,sw3@%&1’32@@%

cREBBETXIRERHFEHER
1’?”’5%?&?&2%%%@& A — B EE
it I/\EZExFﬁLZTEEE%%ELH'J—

15}
?u"[g
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(b)  Interests in equity derivatives (as defined in the SFO) of (b)

FRE

NEIEAVTET R (TBRESFLE

the Company f’sz/)Zf&’“
Approximate %
Number of Exercise of the issued
shares options price per ordinary share
Long position/ Nature of Exercisable  as at 4.1.2004 share capital of the
Name of Director Short position Capacity interest period  and 3.31.2005 HKS Company
RZZZLE
BA-BK
ZREIf
ZBZ+-Bz EBRORE ARIATRALE
BE32R Be/ %R 4 EfnE TRER BRERE B REBAR DL
Dr. Chan Long position Beneficial Personal 8.31.2001 1o 4,000,000 2.9888 1.79%
REt iE owner interest 8.30.2006
EREBA FAER 3
2232004 t0 1,600,000 3415 0.72%
2.22.2006
_ZEME
ZAZ1=BRE
—TERE
ZRZ+ZE
Dr. Yap, Allan Long position Beneficial Personal 8.31.2007 to 3,250,000 2.9888 1.45%
Yap, AllanB 1 #e owner interast 8.30.2006
EREBA EAES “22 E
NR= +
7 /\Et‘
JAZ1H
2.23.2004 t0 1,600,000 3415 0.72%
2.22.2006
-TEmE
ZAZTzZAZE
—;;/\a
“Eoi-
Mr. Lui Siu Tsuen, Long position Beneficil Personal 2.23.2004 to 1,600,000 3.415 0.72%
Richard TE owner interest 2.22.2006
BRREE EREBA AR —IEmE
TAZizBEE
ZE% /\E
il
Mr. Chan Kwok Hung Long posmon Beneficial Personal 8.31.2001 to 1,750,000 2,9888 0.78%
FEELE g owner interest 8.30.2006
BHEEAA EPN 323 ZZR-F
NB=+-RE
ZEERE
NRZTH
2.23.2004 to 1,600,000 3415 0.72%
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Interests in associated corporation (as defined in the SFO)

© AREABELF(EERBFREEK

of the Company o)z ¥
Interests in shares of China Strategic Holdings Limited () FREEFEAS(FRI BB
("CSHL") s
Approximate %
Number of of the issued
Long position/ Nature of shares held ordinary share
Name of Director Short position Capacity interest in CSHL capital of CSHL
BEFR RREBRITER
EELE |53~ ¥ g EatE R EE BEBAT T
Dr. Chan Long position Interest of Corporate 258,819,795 29.36%
gL HE controlled interest
corporation REER
(Note)
FEQE
2R
(Kr:z)
Note: Pfet

Dr. Chan owns the entire interest of Chinaview which in turn
owns the entire interest in Galaxyway Investments Limited
("Galaxyway”). Galaxyway owns approximately 33.55% of the
entire issued ordinary share capital of ITC Corporation Limited
("ITC"). ITC owns the entire interest in ITC Investment Holdings
Limited (“ITC Investment"). ITC Investment cwns the entire
interest in Hollyfield Group Limited (" Hollyfield”). Hollyfield owns
approximately 43.58% of the entire issued share capital of Paul
Y. — ITC Construction Holdings Limited ("Paul Y"). Paul Y owns
the entire interest in Paul Y. — ITC Investments Group Limited
("PYITCIG"). PYITCIG owns the entire interest in Great Decision
Limited ("GDL") which in turn owns the entire interest in Calisan
Developments Limited (“Calisan”).

Accordingly, Dr. Chan is deemed to be interested in 258,819,735
shares of CSHL which are held by Calisan by virtue of his interests
in Chinaview.

Annual Report 2004-2005 &£

BiE T H#E S Chinaviewff E#& @
ChinaviewBI|#E B Galaxyway Investments
Limited ([Galaxywayl) R # % -
GalaxywaylE B BHCEEBER QT
([EELE]) 2FEFTERARIKLY
33.55% & c EHEREEEBITC
Investment Holdings Limited (TITC
investment]) FT B4 %% © ITC Investment
B EHollyfield Group Limited
(THollyfield)) T 1% ° HollyfieldE A
REZEEZEEBERLA([RERE
B])2ER BEITARARLIA0.58% 5 -
REEFHEAPaul Y.-ITC Investments
Group Limited ([PYITCIG)) FR A #E2 -
PYITCIGHE A Great Decision Limited
(TGDL) FrE#E%s - MGDLBIZE A Calisan
Developments Limited ([Calisan]) £7 & #
% .

ot - BRI EEChinaview BT
W BEA B CalisanfiEE 2
258,819,795 PEMIHPHEEER °




SHARE OPTION SCHEMES

HANNY HOLDINGS LIMITED $3E &£ E AR X 7] 2 9
Report of the Directors EEEHRE
Interests in PSC Corporation Ltd. (“PSC") iy ETHEERERIF(EREHE] 2
i
Number of  Exercise pricc  Approximate %
Long position/ Nature of Exercisable  share options pershare  the issued share
Name of Director Short position Capacity interest period held in PSC s$ capital of PSC
FELHEE SROGE EREECERA
BELE HE/%E 8% EutE TEEE BREHA ghgn  REABHESHL
Dr. Yap, Allan Long position Beneficial Personal  8.20.2004 to 5,000,000 0.105 0.27%
Yap, AllanfB e Owner interest 8.19.2013
EREsA BAER “EERE
NEZ+BE
NETNA
Mr. Lui Siu Tsuen, Long position Beneficial Personal  8.20.2004 to 2,000,000 0.105 0.11%
Richard 5 owner interest 8.19.2013
BRFAE EREEA EAER “EEmE
NEZt+RE
=%
NA+HE
Save as disclosed above, as at March 31, 2005, none of BREXFIRESN  RZETRE
the Directors or chief executives of the Company had: (a) ZR=+—H ZXAREEREE
under Divisions 7 and 8 of Part XV of the SFO, nor were FTBRABHE : QEBEBESFRER
they taken to or deemed to have under such provisions EBIEXVERET RS BHIRIEE?
of the SFO, any interests or short positions in the shares, REEGRI 2 ABGEXERIERE
underlying shares or debentures of the Company or any ERERTNXNERNBELF (EBR
associated corporations (within the meaning of Part XV BERIBEERFIEXVED) 2H - 8
of the SFO); (b) any interests which are required to be B RESHPERE T AERIOR
entered into the register kept by the Company pursuant B bV BEARLIBREFSFES
to Section 352 of the SFO; or (c) any interasts which are EEPIEI2EFE B2
required to be notified to the Company and the Stock i (ORBEESTIERAR
Exchange pursuant to the Model Code. NE)VRBERZAFZ TR
(=L
Details of the share option schemes of the Company are set out innote AT ERET B 2 FEER T EBERNTEIS
g o

38 to the financial statement.
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ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES BERGOIBHRZTH

B EXHHREEN  RARRETAMBARRE
A HSE AT RIS - WEARREST]
EEALLSRAAEMEABEZROSEST

Other than as disclosed above, at no time during the year was the
Company or any of its subsidiaries a party to any arrangements to enable
the directors of the Company to acquire benefits by means of the

acquisition of shares in, or debentures of the Company or any other &z »
body corporate.
DIRECTORS’ INTERESTS IN COMPETING BUSINESS ESHBRTERZER

AAREBEERNFNERFER ZESRIT ETRAE
S0 ZHEBHENT ¢

Interests of directors of the Company in competing businesses during
the year required to be disclosed pursuant to Rule 8.10 of the Listing
Rules were as follows:

Name of Director

Name of entity which

businesses are considered

to compete or likely to compete
with the businesses of the Group

WRERGHER TS

Description of businesses of the

entity which are considered

to compete or likely to compete

with the businesses of the Group
WEERSHEN T HE

Nature of interest of
the director in the entity

EEEH AEEXBERECERER FEEEBARB2EBHEL EERZER RS
Dr. Chan CSHL (Note) Property investment and Chairman and Chief
R L R (RrEE) development in the PRC Executive Officer
EREHENERERAE FREERTRES
Paul Y (Note) Property investment and Substantial shareholder
REEF (W) development in the PRC and Chairman
ERRREMERARHE FTERRETE
Dr. Yap, Allan CSHL (Note) Property investment and Vice Chairman
Yap, Allantdi+ R (H ) development in the PRC BlEfE

Mr. Lui Siu Tsuen,

Wing On Travel (Holdings)
Limited (“Wing On") (Note)

KRR (ER) AR L
(Tk&1) (K17E)

CSHL (Note)

ERBEULEYERARAE

Property investment in the PRC
ERREEMERE

Property investment and

Executive Director

RITEF

Alternate Director to Dr.

Richard & (ByiE) development in the PRC Yap, Allan, Vice Chairman
SHKREE EFENSYERERAR Sl EYap, AllantE £ 2
BIES
Wing On Property investment in the PRC Executive Director
K& HRBEtERERE MITES
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Report of the Directors

Name of Director

EEER

Name of entity which

businesses are considered

to compete or likely to compete
with the businesses of the Group
AR B B g 7 B
FEEERBERECEEER

ESERE

Description of businesses of the
entity which are considered

to compete or likely to compete
with the businesses of the Group
WRAER ISR AT AL ER
AREXBARE 2 ERHR

Nature of interest of
the director in the entity

ESRZEBEcEHENE

Mr. Chan Kwok Hung
BRELE & &

Mr. Cheung Hon Kit
RERHLE

Mr. Fok Kin-ning,
Canning

CSHL (Note)
i (f5t)

A non wholly-owned
subsidiary of CSHL
PRZEZEMBARF

Paul Y (Note)
REBYE (F152)

Wing On (Note)
KE (B

Cheung Kong (Holdings)
Limited ("CKH") (Note)

RIEX (@ ERLA
(TRED )

Cheung Kong Infrastructure
{Holdings) Limited (Note)
RIZREBFROA (W)

Hutchison Global
Communications Holdings
Limited (Note)
MEBHERZERBELS) (i)

Property investment and
development in the PRC

ETERENERERME

Property investment and
development in the PRC
ETERENERERRE

Property investment and
development in the PRC
ETEREVERENREE

Property investment in the PRC
ETEREDERE

Information technology,
e-commerce and new technology
EARE  EFBERFHE

Investment in securities

BHFRE

Property investment and
development in the PRC
ERERENERANME

information technology,
e-commerce and new technology

BB EFTEERFEE

Securities Investment

EHRE

IT solution

BABRERAR

Annual Report 2004-2005 F %

Alternate Director to
Dr. Chan, Chairman and
Chietf Executive Officer
ITERTHEZREL 2
ETES

Director

EE

Executive Director
BITEE

Managing Director
BEagE

Non-executive Director

FNITEER

Deputy Chairman

R

Chairman
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Name of entity which

businesses are considered

to compete or likely to compete
with the businesses of the Group
IR AE RIS B o AT BEER
FEEXBERECEREE

Name of Director

ESER

i

SRS

Description of businesses of the
entity which are considered

to compete or likely to compete
with the businesses of the Group
WARFIE By 5 0] gL EE
FEEXBERB2EBEL

Nature of interest of
the director in the entity

ESNZERCESMNE

Hutchison Harbour Ring
Limited (“HHR") (Note)

ML ERERAF
([(Fz2idRE]) (Bst)

Hutchison Telecommunications
International Limited (Note)

MEERBERBRAE (A2)

Hutchison Whampoa Limited (Note)
ML EEHR LG (M)

Manufacturing and trading of Chairman
high quality electronic By
consumer products

BEREEREHERTEM

Developing and supplying of
mobile telecommunications
accessories, plastics, electronics,
premium products
and mobile phone packaging

RERMERDENLST 2B
EF BEERR
MENBHAR

New technology
R

Property holding and investment,
leasing of properties in the PRC
ERBEFAE  HEREENE

IT solution Chairman

BABRBRTR B

Group Managing Director
SEE=@E

Finance and investment

ERERE

Manufacturing and trading of high
quality electronic consumer products
BENEEEEABRETER

Developing and supplying of mabile
telecommunications accessories, plastics,
electronics, premium products and
mobile phone packaging

FEREERSENES BB
EF BEEHERRRDEFZAE

New technology
R

IT solution

BRREBRTR

Property develcpment and
investment in the PRC

ETFRERENERBRRE
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Name of entity which

businesses are considered

to compete or likely to compete
with the businesses of the Group
AR E IR By B o ] g R

Name of Director

EETHE

Description of businesses of the
entity which are considered

to compete or likely to compete
with the businesses of the Group

e N T2

HANNY HOLDINGS LIMITED SR BB SR D

Nature of interest of
the director in the entity

EEER FEEXEBERF2EREH AEEXBERF o ERBEL ESREER o ERME
Ms. Shih, Edith HHR (Note) Manufacturing and trading Executive Director
mEELt Mk (57) of high quality electronic WITES

Hutchison International
Limited (Note)
Hutchison International

Limited (#7%)

consumer products
HEREEREHBETER

Developing and supplying of mobile
telecommunications accessories,
plastics, electronics, premium
products and mobile phone packaging

HERHERBERLGE 2B
BY BEERMRPEF#EEE

New technology
BRI

Property holding and investment,
leasing of properties in the PRC

EREHE  RAREEDRE

Finance and investment

ERRERE

Manufacturing and trading of
high quality electronic
consumer products

HENEBEESHERTER

Developing and supplying of
mobile telecommunications accessories,
plastics, electronics, premium
products and mobile phone
packaging
RERLERDEREY 28 -
BEF BEERRRPEEERE

New technology

EiEREs T

IT solution

ARBBEBRRL R

Property development and
investment in the PRC

EFBERENEAERRE

Executive Director

BITES
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Report of the Directors

Name of Director

Name of entity which

businesses are considered

to compete or likely to compete
with the businesses of the Group
WRERKHER A HE

Description of businesses of the
entity which are considered

to compete or likely to compete
with the businesses of the Group
WRERIFER AL

Nature of interest of
the director in the entity

ESNZEREENE

AREEBERF2ERHEL

EEEH TEEEBARFCERERE

Mr. Ip Tak Chuen, CKH (Note) Investment in securities Executive Director
Edmond RE (Hit) REES HOER
EEits Information technology,

e-commerce and
new technology

AR BEFEERFRER

Property development and

investment in the PRC
EPERENERELRE
Brit - LEBAEBMBLR - BELFSIAEME

Note: Such businesses may be made through its subsidiaries, associated
BHREHE

companies or by way of other forms of investments.

Other than as disclosed above, none of the directors is interested in Bt NBHREEN  MEETERERAEEEREE
any business apart from the Group's businesses, which competes oris X EHELRB R L TRHERBE 2T MER &
likely to compete, either directly or indirectly, with the Group's #&= °

businesses.

DIRECTORS' INTERESTS IN CONTRACTS OF SIGNIFICANCE BEECERESNES

RAREREARE R - RNRE s E T 0B
AEEBTUIREREY  REARFEEHER
BERREEEESEERAHZERES -

No contracts of significance to which the Company or any of its
subsidiaries was a party and in which a director of the Company had a
material interest, whether directly or indirectly, subsisted at the end of
the year or at any time during the year.
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Report of the Directors

INTERESTS AND SHORT POSITIONS OF SHAREHOLDERS
DISCLOSEABLE UNDER THE SFO

So far as is known to the directors and chief executives of the Company,
as at March 31, 2005, the following persons had interests or short
positions in the shares or 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, or which were recorded in the register
required to be kept by the Company under Section 336 of the SFO:

EEEHE

REFSFRAERIATREZRREERAR

RERBNERZRTETHRABRRAN R-_FTRF
ZA=+—8 " THATRERFRGSAEERN
THEEREEFRMERIEXVEE2R37 B HE
XMARRABREZEEIAE - LBRARE]
RIEE S R RANE3365EFECRRELM
ZREIURE

No. of
underlying
shares
(unlisted Approximate
equity % of the
Long derivatives issued
Position/ No. of of the . ordinary share
Name of Short shares Company) capital of the
Shareholder Note Position Capacity held held Company
RENREKSG
#B (FRF ARFE
5A FLBRE BIEERSE
BREER KiEs HE/ %R 54 Roaa fTEIR) BROBIH
Ms. Ng Yuen Lan, Macy 1 Long Position Interest of spouse 45,798,813 — 20.48%
h@EELt ) BBER
Ms. Ng Yuen Lan, Macy ! Long Position Interest of spouse — 5,600,000 2.50%
h@EELT iTE RRER
Dr. Chan 7 Long Position  Interest of controlled 45,798,813 — 20.48%
BRET 5} corporation
RERAZ#R
Dr. Chan 1 Long Position Beneficial owner — 5,600,000 2.50%
BRET 159} EnBEBA
Chinaview 1 Long Position  Interest of controlled 45,798,813 — 20.48%
Chinaview HE corporation
RERE 2 ER
Galaxyway 1 Long Position  Interest of controlled 45,798,813 — 20.48%
Galaxyway iHE corporation
RERDRZHER
ITC 1 Long position  Interest of controlled 45,798,813 — 20.48%
EEAR e corporation
RERAE 2%
Annual Report 2004-2005 E
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No. of
underlying
shares
(unlisted Approximate
equity % of the
Long derivatives issued
Position/ No. of of the  ordinary share
Name of Short shares Company) capital of the
Shareholder Note Position Capacity held held Company
BEABRRG
8B (RRF FaEE
BE FrmRE BOEBRA
REEH i BR/ KA g1 fE s FTETE) RSt
ITC Investment 1 Long position  Interest of controlled 45,798,813 — 20.48%
ITC Investment A _ corporation
REQRZES
Mankar Assets Limited 1 Long position  Interest of controlled 45,798,813 — 20.48%
("Mankar") TE corporation
Mankar Assets Limited RELAzER
(TMankar])
Famex Investment Limited 1 Long position Beneficial owner 45,798,813 — 20.48%
("Famex") S5} ERERA
EFRERRLAA(THRD
Deutsche Bank Aktiengesellschaft Long pasition Security interest 17,770,000 — 7.95%
Deutsche Bank Aktiengesellschaft 1HE EHER
Deutsche Bank Aktiengesellschaft Long position Beneficial owner 11,608,000 — 5.19%
Deutsche Bank Aktiengesellschaft gE ERBEBA
0Z Management, L.L.C. 2 Long position  Investment manager 11,976,000 — 5.36%
07 Management, LL.C. 1E REEE
OZ Master Fund, Ltd. 2 Long position Beneficial owner 11,642,000 — 521%
0Z Master Fund, Ltd. A EZEAA
Christian Toggenburger Long position Beneficial owner 11,342,536 — 5.07%
Christian Teggenburger e EXSEEA
Christian Taggenburger Long position  Interests held jointly 2,741,646 — 1.23%

Christian Toggenburger

Aeneas Capital Management LP
Aeneas Capital Management LP

HE

Long pasition
HE

with another persons
HEMAL
RABEZER

Investment
manager

REEE

11,896,000
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Notes:

1. 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 is 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 45,798,813 shares of the Company which are held
by Famex. Ms. Ng Yuen Lan, Macy is deemed to be interested in
5,600,000 underlying shares (in respect of unlisted equity derivatives)
of the Company held by Dr. Chan.

2. OZ Master Fund, Ltd., Topanga Xi, Inc. and Fleet Maritime Inc. are
investment funds managed by OZ Management, L.L.C., OZ Management,
L.L.C. is the legal shareholder of 11,976,000 shares in the Company
which are held by OZ Management, L.L.C. as investment manager on
behalf of OZ Master Fund, Ltd., Topanga X\, Inc. and Fleet Maritime
Inc.. OZ Master Fund, Ltd., Topanga X|, Inc. and Fleet Maritime Inc. are
each beneficially interested in 11,642,000 shares, 146,000 shares and
188,000 shares in the Company, respectively.

Save as disclosed above, as at March 31, 2005, there was no other
person (other than the directors or the chief executives of the Company)
who had interests or short positions in the shares or 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, or which were
recorded in the register required to be kept by the Company under
Section 336 of the SFO.

CONTINUING DISCLOSURE OBLIGATION

The total market capitalization of the Company was approximately
HK$840.8 million as at March 31, 2005 (the “Total Market
Capitalisation”). The trade receivables due to the Group from Walmart
Stores Inc., one of the principal customers of the Group, amounted to
approximately HK$150.8 million as at March 31, 2005. The trade
receivables was interest-free, unsecured, within its credit terms of 0 to
90 days from the invoice date and arose from the ordinary course of
business, and represented more than 8% of the Total Market
Capitalisaticon.

As at March 31, 2005, the aggregate amount of the advance by the
Company to Wing On was approximately HK$224.8 million (the “Loan"),
representing more than 8% of the Total Market Capitalisation. The Loan
is unsecured and bears interest at a rate of 2% over the Hong Kong
doflar prime rate and is repayable on demand.
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Report of the Directors

MAJOR CUSTOMERS AND SUPPLIERS
For the year ended March 31, 2005:

(i The Group's largest customer and five largest customers
accounted for approximately 27.6% and 60.8% respectively of
the Group’s total turnover.

(i) The Group’s largest supplier and five largest suppliers accounted
for approximately 40.0% and 73.6% respectively of the Group’s
total purchases (not including purchases of items which are of
capital nature).

So far as the directors are aware, none of the directors, their associates
or any shareholders who owned more than 5% of the Company's share
capital had any interest in the five largest customers or suppliers of the
Group.

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

During the year ended March 31, 2005, there were no purchases, sales
or redemptions by the Company, or any of its subsidiaries, of the
Company’s listed shares.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Bye-laws, or the laws in Bermuda which would oblige the Company to
offer new shares on a pro-rata basis to existing shareholders.

ANNUAL CONFIRMATION OF INDEPENDENCE

The Company has received the annual confirmation of independence
from each of the independent non-executive directors as required under
Rule 3.13 of the Listing Rules. The Company considered all independent
non-executive directors to be independent.

COMPLIANCE WITH THE CODE OF BEST PRACTICE

The Company has complied throughout the year ended March 31, 2005
with the Code of Best Practice as set out in Appendix 14 of 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.
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Report of the Directors

COMPLIANCE WITH THE MODEL CODE

The Company has adopted the Model Code as set out in Appendix 10
of the Listing Rules as its own code for dealing in securities of the
Company by the directors. Having made specific enquiry of all directors,
the Company confirmed that all directors have complied with the
required standard as set out in the Model Code during the year ended
March 31, 2005.

DIRECTORS’ RESPONSIBILITES FOR THE FINANCIAL STATEMENTS

The directors are responsible for the preparation of the financial
statements for each financial period which give a true and fair view of
the state of affairs of the Group and of the results and cash flows for
that period. In preparing the financial statements for the year ended
March 31, 2005, the directors have selected suitable accounting policies
and applied them consistently, made judgements and estimates that
are prudent, fair and reasonable and prepared the financial statements
on a going concern basis. The directors are also responsible for keeping
proper accounting records which disclose with reasonable accuracy at
any time the financial position of the Group, for safeguarding the assets
of the Group and for taking reasonable steps for the Prevention and
detection of fraud and other irregularities.

AUDIT COMMITTEE

The audit committee of the Company (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 audited financial
statements of the Company. The Audit Committee currently comprises
two independent non-executive directors, Mr. Kwok Ka Lap, Alva and
Mr. Wong King Lam, Joseph and a non-executive director, Mr. Cheung
Hon Kit.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of the directors, as at the date of this report, the
Company has maintained sufficient public float as required under the
Listing Rules.

POST BALANCE SHEET EVENTS

Details of the significant post balance sheet events are set out in note
41 to the financial statements.
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Report of the Directors ESERE

AUDITORS % Ll

A resolution will be proposed at the AGM to re-appoint Messrs, Deloitte EZSERBRREFTAE LREREBE - ER2E
Touche Tohmatsu as auditors of the Company. e BERSEHEMITAD A TZEA

On behalf of the Board KEEES

Dr. Chan Kwok Keung, Charles *E

Chairman CETE A

Hong Kong, July 22, 2005 EE5 —ZTEREL+BE-+=-H
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Report of the Auditors

Deloitte.
BE

TO THE SHAREHOLDERS OF HANNY HOLDINGS LIMITED
(Incorporated in Bermuda with limited liability)

We have audited the financial statements on pages 43 to115 which
have been prepared in accordance with accounting principles generally
accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Company’s directors are responsible for the preparation of financial
statements which give a true and fair view. In preparing financial
statements which give a true and fair view it is fundamental that
appropriate accounting policies are selected and applied consistently.

It is our responsibility to form an independent opinion, based on our
audit, on those financial statements and to report our opinion solely to
you, as a body, in accordance with Section 90 of the Bermuda Companies
Act, and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.

BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing
Standards issued by the Hong Kong Institute of Certified Public
Accountants. An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the financial statements. It
also includes an assessment of the significant estimates and judgments
made by the directors in the preparation of the financial statements,
and of whether the accounting policies are appropriate to the
circumstances of the Company and of the Group, consistently applied
and adequately disclosed.

We planned and performed our audit so as to obtain all the information
and explanations which we considered necessary in order to provide us
with sufficient evidence to give reasonable assurance as to whether
the financia! statements are free from material misstatement. In forming
our opinion we also evaluated the overall adequacy of the presentation
of information in the financial statements. We believe that our audit
provides a reasonable basis for our opinion.

HANNY HOLDINGS LIMITED SR ERB AR A 5] Z]]F ﬂ

R BB 3R =

BREKEREIARRE
(RERZZMALZGRAE])

AZBMTEERERTIRFBEERSAKR
BREEERMZETERNBRHIVNBEE -

ESRBBMm2BNER

AERRIZEERBERMEBREATZHMBERE -
ERUEEBENFIHMBERRE  ESLEERR
BEZETHR -

FOZEEDNRBATERIIEZER  HESY
BRERZJEBUER  IRBEREQBEF0R
BATzERERALEERES  ATERERMD
A - AP T ERAREATREMABALER
BREERE -

BRzZER

BITTRREEGHMASRMA 2 RBERETE
ZIE - BREERENRES NEREMEHE
S BEREBREREMEE  TREFGES
RREZ SN ERREPTE 2 EBAMGET RAE - 7
BTZeiRERTES ATk BE£EZA
BER UARETERBERYRAMBEZSTES
HR e

ATEREIETER IR - BURE UK
RRUBEZERRBERBER ERTHRESES
BE - RASEUBBRRELSFEERERRM - £
HABRTE - ARENTERR - XTTEEER
EMBRERMBIERERBLEINRA - A778
E ATZBEZLECEB/TIEREVARESR
B o

Annual Report 2004-2005 &£



4 2 HANNY HOLDINGS LIMITED $R F & BB IR 1 B

Report of the Auditors

TO THE SHAREHOLDERS OF HANNY HOLDINGS LIMITED (continued)
(Incorporated in Bermuda with limited liability)

OPINION

In our opinion the financial statements give a true and fair view of the
state of affairs of the Company and of the Group as at March 31, 2005
and of the loss and cash flows of the Group for the year then ended
and have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

July 22, 2005
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melER

HE_ETRAF-AZ1+-HUEFE

Consolidated income Statement
FOR THE YEAR ENDED MARCH 31, 2005

2005 2004
“EERF —“EETMF
NOTES HK$’'000 HK$°000
fitet FET FET
Turnover EHE 4 5,676,459 5,025,930
Cost of sales HE N (4,376,361) (3,932,182)
Gross profit EF 1,300,098 1,093,748
Other operating income H g U A 6 114,145 111,903
Distribution and selling expenses DEEEERY (770,262) (688,528)
Administrative expenses THEX (294,778) (283,709)
Other operating expenses HMgERS 7 (29,712) (4,598)
Profit from operations R 8 319,491 228,816
Realization of negative goodwill arising B —HEE AR
on acquisition of an additional interest BMIMEZEEZER™E
in an associate 2,057 —
Finance costs HHBER S (18,198) (26,440)
Share of results of associates EMHBE DA ®E (59,725) (73,463)
Impairment loss on goodwill arising WE—HBE R EE
on acquisition of an associate ZERREER 19(c) (177,446) —
Amortization of goodwill arising BB L AR ELECHE
on acquisition of associates (28,089) (17.651)
Net (loss) gain on disposal of subsidiaries LENBARREE DT
and associates 2 (B8 W FE 10 (15,747) 10,377
Profit before income tax PP ATE T 22,343 121,639
Income tax expense eI 13 121,644 27,846
(Loss) profit before minority interests Rt PBRFER (BE) EF (99,301) 93,793
Minority interests DEAR R R 61,624 80,493
(Loss) profit for the year REE (ER) EF (160,925) 13,300
Dividends A% 8 14 11,193 11,221
(Loss) earnings per share — basic FR(BE) A — EXR 15 HK$(0.81) HK$0.08
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HEEEEER
R-BERFZA=+—8

Consolidated Balance Sheet
AT MARCH 31, 2005

2005 2004
—ZEHF —ETAHE
NOTES HK$000 HK$'000
BitaE FET FET
Non-current Assets HEMEEE

Property, plant and equipment W= MERRE 6 70,557 79,503
Intangible assets mEEE 17 401,383 428,019
Interests in associates BN E)ER 19 636,666 906,409
Investments in securities BHIWE 20 123,534 189,220
Long-term loan receivables FEWREBER 21 —_ 4,898

Payment for acquisition of a long-term WE-ERERE IR
investment 22 35,000 —
Deferred tax assets BERIBEE 35 18,418 35,480
1,285,558 1,643,529

Current Assets MENEE

Other asset Hing e 23 108,000 145,085
Inventories FE 24 587,078 877,409
Trade and other receivables B S RAMEKRFIE 25 766,277 738,820
Investments in securities EHEE 20 144,435 132,634
Short-term loan receivables R BB & 21 111,851 41,173

Short-term loan receivables from FEWERBELAZEHER
related companies 42 224,233 167,365

Annual Report 2004-2005 &5k

Margin loan receivables By FREER 30,586 32,373
Tax recoverable FIREHIE 19,855 488
Pledged bank deposits EHEBRITER 20,014 —
Bank balances and cash BITHEERRS 359,603 164,360
2,371,932 2,299,707
Current Liabilities MEIBE

Trade and other payables B R EMEMNFIE 26 1,011,814 1,272,283
Margin loan payables ERFTRER 253 840
Bills payable FET 1B 3,644 4,939
Taxation fHIE 91,420 2,496
Borrowings — due within one year B — —FREE 27 85,881 349,059

Obligations under finance leases BLE AR E
— due within one year — —E X EH 28 462 1,068
Bank overdrafts RITHE 46,978 23,266
1,240,452 1,653,951
Net Current Assets MEBEEEE 1,131,480 645,756
2,417,038 2,289,285
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. AL =
Consolidated Balance Sheet mEBEERER
AT MARCH 31, 2005 R-IBEEFFE-ZRA=1+—~H
2005 2004
—EEREF —EERF
NOTES HK$'000 HK$'000
frEE FET FET
Capital and Reserves BRAREE
Share capital [N 29 2,236 1,866
Reserves G 30 1,805,075 1,871,315
1,807,311 1,873,181
Minority Interests LB RER 449,617 405,157
Non-current Liabilities EREBEE
Borrowings — due after one year R — —FILBE 27 157,470 7,921
Obligations under finance leases BhE AR
— due after one year — — I E|HA 28 — 462
Amount due tc a minority shareholder BN —E BB ERE 31 2,526 2,428
Deferred tax liabilities REBIERE 35 114 136
160,110 10,947
2,417,038 2,289,285

The financial statements on pages 43 to 115 were approved and
authorized for issue by the Board of Directors on July 22, 2005 and are

signed on its behalf by:

DR. CHAN KWOK KEUNG, CHARLES

CHAIRMAN
REREL
e

EXECR _ETRRELA T HBERRET
BEBAEFVSAIHBRER > AAUTESK
REE

DR. YAP, ALLAN
MANAGING DIRECTOR
YAP, ALLANTE =
EFpKs
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> (== ==
Balance Sheet EEAE
AT MARCH 31, 2005 R-IBERF=F=+—8
2005 2004
—gTERE -TTAS
NOTES HK$'000 HK$'000
ftsF FET FEIL
Non-current Assets EREEE
Interests in subsidiaries HiE o RS 18 1,982,738 2,770,417
Current Assets MEEE
Other receivables H 4 U ERIE 1,969 1,969
Investments in securities BEHRE 20 816 813
Bank balances and cash RITHEERIES 646 65
3,431 2,847
Current Liabilities REEE
Other payables H b RN FRIE 32,193 21,631
Borrowings — due within one year B — —FA3H 27 — 149,333
32,193 170,964
Net Current Liabilities REEEIE (28,762) (168,117)
1,853,976 2,602,300
Capital and Reserves BARREE
Share capital N 29 2,236 1,866
Reserves i 30 1,802,407 1,787,391
1,804,643 1,789,257
Non-current Liabilities SEREIEE
Amount due to a subsidiary B —FEMEBASRIE 18 — 813,043
Borrowings — due after one year B — —FEIHE 27 149,333 —
149,333 813,043
1,953,976 2,602,300
DR. CHAN KWOK KEUNG, CHARLES DR. YAP, ALLAN
CHAIRMAN MANAGING DIRECTOR
REIRE L YAP, ALLANIE T
FE EEEgE
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Consclidated Statement of Changes in Equity 2? iz
FOR THE YEAR ENDED MARCH 31, 2005 E-EE

Currency Capital
Share Share Capital Contributed transiation redemption Other  Retained
capital  premium reserve surplus reserve feserve  reserves profits Total
hh EX
Rt BOEE B1EE ERAR ABEE BEEE ELBEE  RE2EN 48
HK$'000  HKE'000  HRK$'000  HKS'000 — HKS'000  HKS'000  HKS'000  HKS'000  HKS'000
TAT TiEx TEL TER Tix TAT TiER T TEL
{(note 30)  (note 30) (note 30)
(Wit 30) (M 30) (B3t 30)
At April 1, 2003 RZZR=%E
mR-A 1,603 — (34,164) 1,603,329 1,406 582 — 156,801 1,729,567
Currency realignment AREE
not recognized in the BrRENERL
consolidated income HNERE
statement — — — — 15,236 — — — 15,236
Issue of shares Bk 263 99,934 — - - - - — 100,197
Share issue expenses BABROTL - {713) — - - — - - (713)
Share of reserves of EEBENRHE
3ssociates — — - — — — 4,448 — 14,448
Realized on partial disposal & —HHEL 3
of shareholding in FHBERER
a subsidiary - - 12,027 — — — — - 12,027
Realized on disposslof & HE—THHB '
subsidiary RABER — - 556 — (216) — - - 340
Profit for the year FEERN - - - - - -~ - 13,300 13,300
Dividends paid BERE — - - - - - - m22y man
AtMarch 31,2004 and  RZZEWE
Aprit 1, 2004 ZR=+—-8k
i
mA—H 1,866 99,221 (21,581) 1,603,329 16,426 592 14,448 158,880 1,873,181
Currency realignment FREA
not recognized in the WRRNEDZ
consolidated income HERE
statement — — - — 2,475 — — — 2,475
Issue of shares ZRG 370 118,976 - — - - — — 119,346
Share issue expenses BB A — (640) - - - - - - (640)
Share of reserves of SRBELRHE
associates — — — - — — (14,249 - (14,249)
Realized on disposal of BENBAFH
subsidiaries 23 — - (556) - 7.842 - - — 7,286
Release upon disposalf HE/BAEHE
deemed disposal of BENAREE
interest in associates @ — - - - - — (7.997) — (7,997)
Realized on liquidation of  RE—-HEE
an associate NEEE — - — - 27 - — - 27
Transfer from contributed B B%ES
surplus to retained profits  ZRZEF - — —  {155,127) — — — 155327 —
Loss for the year FEEEE - - — - - - — (160,925 (160,925
Dividends paid Biks — - - — — - — (1,193 (11,193)
At March 31, 2005 R-ZZE1¥
ZRZ+-8 2,236 217557 (22,137) 1,448,202 26,770 592 (7,798) 141,889 1,807,311
The retained profits of the Group of approximately HK$141,889,000 ZAEBEZREBHEMEAE141,889,0008E T (ZEFEN

(2004 HK$158,880,000) include deficits of approximately
HK$187,943,000 (2004: HK$123,371,000) attributable to the Group’s

associates.

: 158,880,000 7T)
NE 7 E18H1187,943,000 T (Z 2 F
123,971,000 7T) °

CETEEAREEERE

e
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Consolidated Cash Flow Statement
FOR THE YEAR ENDED MARCH 31, 2005

2]

GERTRER

HE-Z2LTRE=-A=+-HLFE

2005 2004
—EERF ZETWMF
HK$000 HK$'000
FERT FHET
OPERATING ACTIVITIES BEXER
Profit from operations A=l 319,491 228,816
Adjustments for: HE
Interest income K 2 U A (22,651) (22,728)
Net unrealized holding gain on other FIsHMIg B2 RER
investments W3 (17,223) (16,829)
(Reversal of allowance) allowance for ERTFRER CEADRE)
margin loan receivables HEE (2,387) 5,300
Realization of negative goodwill arising BRI R E LN E)
on acquisition of an associate ZBBHE (8) —
Amortization of intangible assets B AEEE 51,066 44,137
Allowance for slow moving and BHERGRETEES
obsolete inventories 25,588 24,679
Allowance for bad and doubtful debts RIZBIRER 22,269 3,208
Depreciation and amortization of ME - WELRERETEREH
property, plant and equipment 19,785 19,632
Allowance for loan receivables BUEZCER 8,338 16,653
Loss on disposal of property, plant mEME  HERREBTER
and equipment 1,098 696
Net loss (gain) on disposal of investment HEREHFHF 2 EER (H)FH8
securities 29,712 (9,577)
Impairment loss on goodwill arising WE—EHNBERIEEY
on acquisition of a subsidiary EEZREEE — 4,598
Operating cash flows before movements BEECREN2BLERENE
in working capital 435,078 298,585
Decrease (increase) in other asset HEaEERD E) 37,085 (11,085)
Decrease {increase) in inventories FER D L) 262,639 (367,669)
Increase in trade and other receivables B 5 R E b EUGRIEE M (36,899) (552,508)
Decrease in other investments EMImER D 13,623 38,877
Decrease in margin loan receivables BRAEETALD 4,174 13,422
(Decrease) increase in trade and other BH5REMEMNRIE
payables G ) BN (260,297) 468,621
Decrease in margin loan payables EAHARERR D (587) (769)
(Decrease) increase in bills payable T R4 CRl ) &0 (1,295) 2,458
Cash generated from (used in) operations L EREL (HR) 2HE 453,521 (110,068)
Interest and finance charges paid BB RMBER (8,369) (14,155)
Overseas tax paid B NI (43,607) {41,262)
Hong Kong Profits Tax refunded REFTERIEH 386 104
NET CASH FROM (USED IN) RexEE (B
OPERATING ACTIVITIES Z2HReFH 401,931 (165,381)
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Consolidated Cash Flow Statement HEBHEERER
FOR THE YEAR ENDED MARCH 31, 2005 BEERAF-/A=1—ALEE

2005 2004
ZEERF TEmE
NOTES HK$'000 HK$ ‘000
B 5 FET FET
INVESTING ACTIVITIES REXEW
Proceeds from disposal of investment securities £ &% & & H B FUR 150,255 9,957
Amounts repaid by associates B2 NAEE Z A 14,256 19,797
Repayment of short-term loan receivables  BEEW —HEBELQE
from a related company 2R 32,890 53,954
Repayment of short-term loan receivables EREWEHER 29,588 234,669
Interest received 2k FLE 18,123 21,093
Disposal of subsidiaries DEMB LA 33 7,353 (5)
Dividend received from an associate WE e —MBERFRZRE 4,668 4,257
Proceeds from disposal of property, plant  HEYE - s8Rk
and equipment BB RIE 1,274 3,127
Proceeds from disposal of an associate e - e R a EHE 10 —
Acquisition of investment securities WA B 5 (123,348) —
Increase in short-term loan receivables FE U7 53 B B FOE N (105,755) (270,822)
Increase in short-term loan receivables i WG]
from related companies 258 e g N (89,758) (194,495)
Acquisition of interest in associates We BB A N AE R N (44,148) (19,348)
Acquisition of an additional interest WE—RINB e B ER
in a subsidiary (37,320) —
Payment for acquisition of a long-term WE-EREBREZNR
investment _ (35,000) —
(Increase) decrease in pledged bank deposits B RT3 CEN) & b (20,014) 19,226
Purchase of property, plant and equipment  $E B ¥ 5 - # 28 R 20 & (14,229) (17,726)
Acquisition of unlisted debt security W FhEBES (12,000) —
Proceeds from partial disposal of HE — BB R &M
shareholding in a subsidiary RS 3IR — 274,085
Loans repaid by associates BHELEEEZER — 6,496
Acquisition of a subsidiary WeE—FHHE AT 32 - (130,508)
Acquisition of patent 18 B 2 A A — (8,065)
NET CASH (USED IN) FROM INVESTING  REXH (B /)
ACTIVITIES EEZRETFHR (223,155) 5,692
FINANCING ACTIVITIES BMEXK
Bank loans raised FIERITEN 886,161 575,079
Proceeds from issue of shares BT PRIS TR 118,500 99,484
Other loans raised FIEEMEM 10,000 94,396
Repayments of bank loans EERITER (1,010,697) (606,873)
Dividends paid AN (10,987) (11,221)
Repayments of obligations under BERERLNERE
finance leases (1,070) (1,137)
Repayments to a minority shareholder B —ELERER (10) —
Repayments of other loans EBEREMEN — (56,239)
NET CASH (USED IN) FROM FINANCING RVEXER (BRI EEZ
ACTIVITIES BEEE (8,103) 93,489
NET INCREASE (DECREASE) IN CASH AND RERBREZLEHZ M (RYD) B4R
CASH EQUIVALENTS 170,673 (66,200)
CASH AND CASH EQUIVALENTS AT FUZRERFETER
BEGINNING OF THE YEAR 141,094 202,157
EFFECT OF FOREIGN EXCHANGE RATE EREH 228
CHANGES 858 5,137
CASH AND CASH EQUIVALENTS AT FER2RERBEEESH
END OF THE YEAR 312,625 141,094
ANALYSIS OF THE BALANCES OF CASH REeRBEEEHEFIN
AND CASH EQUIVALENTS
Bank balances and cash RITEFEARE 359,603 164,360
Bank overdrafts BITBEX (46,978) (23,266)
312,625 141,094

Anntal Renart 2004-2005 ©F R
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Notes To The Financial Statements
FOR THE YEAR ENDED MARCH 31, 2005

GENERAL

The Company is incorporated in Bermuda as an exempted
company with limited lizbility and its shares are listed on The
Stock Exchange of Hong Kong Limited (the "Stock Exchange”).

The Company is an investment holding company. The principal
activities of its principal subsidiaries and associates are set out
in note 43,

POTENTIAL IMPACT ARISING FROM AND ADOPTION OF THE
RECENTLY ISSUED ACCOUNTING STANDARDS

In 2004, the Hong Kong Institute of Certified Public Accountants
{the "HKICPA") issued a number of new or revised Hong Kong
Accounting Standards ("HKASs”) and Hong Kong Financial
Reporting Standards ("HKFRSs") (herein collectively referred to
as the “new HKFRSs”) which are effective for accounting periods
beginning on or after January 1, 2005 except for HKFRS 3
"Business combinations” (“HKFRS 3"). The Group has not early
adopted these new HKFRSs in the financial statements for the
year ended March 31, 2005.

HKFRS 3 is applicable to business combinations for which the
agreement date is on or after January 1, 2005. The Group has
entered into agreements for business combination for which the
agreement date is after January 1, 2005 and has adopted HKFRS
3 for these business combinations. The financial effect on
adopting this HKFRS is set out in note 3.

Save as disclosed above, the Group has commenced considering
the potential impact of the other new HKFRSs but is not yet in a
position to determine whether these new HKFRSs would have a
significant impact on how its results of operations and financial
position are prepared and presented. These new standards may
result in changes in the future as to how the results and financial
position are prepared and presented.
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Notes To The Financial Statements
FOR THE YEAR ENDED MARCH 31, 2005

i

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical
cost convention as modified for the revaluation of certain
properties and investments in securities and in accordance with
accounting principles generally accepted in Hong Kong.

in the current year, the Group applied, for the first time, HKFRS
3 to business combinations for which the agreement date is on
or after January 1, 2005. For business combinations which the
agreement date was before January 1, 2005, goodwill arising is
accounted for in accordance with the Statement of Standard
Accounting Practice {(“SSAP”) 30 “Business Combinations”
("SSAP 30") issued by the HKICPA. Under SSAP 30, goodwill
represents the excess of the cost of the acquisition over the
Group's interest in the fair value of identifiable assets and
liabilities of a subsidiary or an associate at the date of acquisition
and is stated at cost less accumulated amortization and
accumulated impairment losses. Under SSAP 30, negative
goodwill represents the excess of the Group’s interest in the fair
value of the identifiable assets and liabilities of a subsidiary or
an associate at the date of acquisition over the cost of acquisition
and is presented as deduction from assets. To the extent that
such negative goodwill is attributable to losses or expenses
anticipated at the date of acquisition, it is released to income in
the period in which those losses or expenses arise. HKFRS 3
requires goodwill arising from acqguisitions to be determined as
the excess of the cost of acquisition over the Group's interest in
the net fair value of the identifiable assets, liabilities and
contingent liabilities on the date of acquisition. After initial
recognition, HKFRS 3 requires goodwill to be carried at cost less
accumulated impairment losses. HKFRS 3 prohibits the
amortization of goodwill. If, after reassessment, the Group’s
interest in the net fair value of the acquiree’s identifiable assets,
liabilities and contingent liabilities exceeds the cost of the
business combination, the excess is recognized immediately in
the income statement. The application of HKFRS 3 has resulted
in the recognition of goodwill of HK$24,430,000 which are not
subject to amortization but, impairment reviews are required
and HK$2,057,000 of negative goodwill arising on acquisition
of an additional interest in an associate was credited to income
statement.
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Notes To The Financial Statements
FOR THE YEAR ENDED MARCH 31, 2005

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
The principal accounting policies adopted are set out below:
Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries made up to
March 31 each year.

The results of the subsidiaries acgquired or disposed of during
the year are included in the consolidated income statement from
the effective date of acquisition or up to the effective date of
disposal, as appropriate.

All significant intercompany transactions and balances within
the Group are eliminated on consolidation.

Goodwill

Goodwill arising on consolidation represents the excess of the
cost of acquisition over the Group's interest in the fair value of
the identifiable assets and liabilities of a subsidiary or an associate
at the date of acquisition.

Goodwill arising on acquisitions prior to April 1, 2001 continues
to be held in reserves and will be charged to the income
statement at the time of disposal of the relevant subsidiary or
associate, or at such time as the goodwill is determined to be
impaired.

Goodwill arising on acquisitions prior to April 1, 2001 which
was capitalized and goodwill arising on acquisitions after April
1, 2001 but before January 1, 2005 are capitalized and amortized
on a straight-line basis over its estimated useful economic life.
Goodwill arising on the acquisition of an associate is included
within the carrying amount of the associate. Goodwill arising
on the acquisition of subsidiaries is presented separately in the
balance sheet.

Goodwill arising on acguisition after January 1, 2005 is
recognized as an asset and initially measured at cost, being the
excess of the cost of the business combination over the Group’s
interest in the net fair value of the identifiable assets, liabilities
and contingent liabilities recognized. If, after reassessment, the
Group’s interest in the net fair value of the acquiree’s identifiable
assets, liabilities and contingent liabilities exceeds the cost of
the business combination, the excess is recognized immediately
in the income statement.
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