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HANNY HOLDINGS UMITED SR B EHER A F)

The Board of Directors of Hanny Holdings Limited (the “Company”)
has pleasure to present to Shareholders the Interim Report of the
Company and its subsidiaries (the “Group”) for the six months
ended September 30, 2005.

The directors have resolved to declare an interim dividend of HK4
cents per share in cash with scrip option for the six months ended
September 30, 2005 (9/30/2004: Nil) to those shareholders whose
names appear on the Register of Members of the Company on
january 4, 2006. The relevant dividend warrants or share certificates
will be dispatched to shareholders on or around March 3, 2006.

The Register of Members of the Company will be closed from
Tuesday, January 3, 2006 to Wednesday, January 4, 2006, both
days inclusive, during which period no transfer of shares will be
effected. In order to qualify for the interim dividend, all completed
share transfers forms, accompanied by the relevant share
certificates, must be lodged with the Company’'s Hong Kong branch
registrars, Secretaries Limited at Ground Floor, Bank of East Asia
Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong
for registration not later than 4:00 p.m. on Friday, December 30,
2005.

Management Discussion and Analysis

RESULTS AND FINANCIAL REVIEW
Results

For the period ended Septermber 30, 2005, the Group’s unaudited
consolidated profit was HK$48.0 million (9/30/2004: loss of
HK$15.1 million), which comprised of profit after operating income
and expenses of HK$139.2 million (9/30/2004; HK$117.7 million),
positive change in fair value of financial assets of HK$15.6 million
(9/30/2004: Nil), finance costs of HK$24.1 million (9/30/2004:
HK$9.3 million), share of net losses of associates of HK$24.1 million
(9/30/2004: HK$30.4 million, as restated), gain on disposal of
subsidiaries and associates of HK$4.2 million (8/30/2004: net loss
of HK$11.4 million), impairment loss on goodwill arising on
acquisition of an associate of HK$14.4 million (9/30/2004: Nil)
and income tax expense of HK$48.4 million (9/30/2004:
HK$67.7 million, as restated). in addition, there was amortization
of goodwill arising on acquisition of associates of HK$14.0 million
for the period ended September 30, 2004, whereas there was nil
for the period ended September 30, 2005 as a result of the change
in accounting policy.
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Management Discussion and Analysis (Continued)

RESULTS AND FINANCIAL REVIEW (Continued)
Segment Results

For trading of computer related products, segment turnover
amounted to HK$1,898.8 million, increased by HK$91.4 miilion
(5.0%) and segment result recorded HK$83.6 million, decreased
by HK$7.0 million (7.2%).

For trading of consumer electronic products, segment turnover
amounted to HK$670.9 million, decreased by HK$242.7 miilion
(26.5%) and segment result recorded HK$13.1 million, decreased
by HK$1.7 million (11.5%).

For trading of securities, segment turnover amounted to
HK$113.9 miilion, increased by HK$112.6 million (over 100%)
and segment result recorded HK$18.6 million, increased by
HK$8.2 million {(78.8%).

For property development and trading, segment turnover amounted
to HK3118.8 million, increased by HK$118.8 million {100%) and
segment result recorded HK$10.7 million, increased by
HK$10.8 million (over 100%).

This year, the Group still enjoyed steady 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.

The results of the Group was critically turned from loss of
HK$15.1 million for the period ended September 30, 2004 to
profit of HK$48.0 million for the period by the reduction of
amortization of goodwill arising on acquisitions of subsidiaries
and associates during the period of approximately HK$39.1 million
as compared to the period ended September 30, 2005 as a result
of the change in accounting policy. Furthermore, the Group
suffered less net losses under “Share of results of associates”
during the period of HK$24.1 million, a decrease by HK$6.3 million
(20.7%). In addition, the investment in unlisted convertible notes
recorded an unrealized gain of HK$15.5 million.

Liquidity

Net bank and cash balances at September 30, 2005 decreased
significantly to HK$28.2 million (3/31/2005: HK$332.6 million),
accounting for 2.0% (3/31/2005: 23.7%) of the net tangible asset
value of the Group. The cash was mainly used for daily operations
and investments in unlisted convertible notes during the period.
The current ratio of the Group at September 30, 2005 was 1.39
(3/31/2005: 1.91).
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Management Discussion and Analysis (Continued)

RESULTS AND FINANCIAL REVIEW (Continued)
Financial Review

The net current assets of the Group at September 30, 2005
decreased by HK$406.6 million (35.9%) to HK$724.9 million
(3/31/2005: HK$1,131.5 million).

Such decrease was mainly attributable to the decrease in bhank
balances and cash, other asset, investments, short-term loan
receivables from related companies, margin loan receivables and
net tax payable of HK$304.4 million, HK$108.0 million,
HK$42.1 million, HK$5.7 million and HK$45.2 million, respectively,
at period end as compared to the previous year, and offset by the
increase in inventories, trade and other receivables, investments,
short-term loan receivables, trade, bills and other payables and
borrowings of HK$498.8 million, HK$10.1 million, HK$56.8 million,
HK$146.9 million, HK$164.9 million and HK$539.3 million,
respectively.

Other asset of HK$108.0 million as at March 31 2005 were fully
disposed of at a consideration of HK$118.8 million during the
period, with a profit of HK$10.7 million.

Inventories increased from HK$587.1 million as at March 31, 2005
to HK$1,085.9 million as at September 30, 2005. This was
attributable to the increase in inventory levels of the subsidiaries
in the United States and United Kingdom at period end, as
management foresaw an increasing sales trend in the coming
months. In addition, there was inventories buyback from a customer
for conversion to consignment.

Trade and other raceivables increased from HK$766.3 million as at
March 31, 2005 to HK$776.4 million as at September 30, 2005.
The number of days for debtors turnover remained steady from
38 days last year to 39 days in current period.

Trade and other payables increased from HK$1,011.8 million as at
March 31, 2005 to HK$1,180.3 million as at September 30, 2005.
The number of day for creditors turnover decreased from 54 days
last year to 45 days in current period. The decrease in creditors
turnover days was mainly attributable to the early settlement of
trade payables in lien of cash discount on goods purchased during
the period.
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Management Discussion and Analysis (Continued)

RESULTS AND FINANCIAL REVIEW (Continued)
Financial Review (Continued)

At September 30, 2005, total borrowings of the Group amounted
to HK$1,026.2 million (3/31/2005: HK$293.3 million), of which
HK$382.2 million (3/31/2005: HK$160.0 million} were not
repayable within one year. The borrowings included bank
borrowings of HK$371.3 million (3/3/12005: HK$82.0 million),
other loans of HK$636.5 million (3/312005: HK$161.3 million),
overdrafts of HK$18.4 million (3/31/2005: HK$47.0 million). In
addition, there were obligations under finance leases and amount
due to a minority shareholder of HK$0.5 million and
HK$2.5 million, respectively, as at March 31, 2005. The increase
in borrowings was due to new borrowings totaled of
HK$1,163.4 million obtained during the period for the purposes
of investment and daily operation, but with the total repayment
of only HK$430.5 million.

Interests in associates

At September 30, 2005, interests in associates amounted to
HK$645.1 million (3/31/2005: HK$635.7 million, as restated),
represented share of net assets of HK$604.1 million (3/31/2005:
HK$581.0 million, as restated), goodwill on acquisition of an
associate of HK$39.0 million (3/31/2005: HK$51.1 million), loan
to an associate of HK$1.4 million (3/31/2005: HK$1.4 million) and
amounts due therefrom of HK$0.6 million (3/31/2005:
HK$2.2 million). The increase in balance was mainly due to the
acquisition of additional equity interest in an associate of
HK$24.1 million, currency translation loss of HK$8.8 million, share
of associates’ increase in other reserves and losses, of
HK$32.6 million and HK$24.1 million, respectively, during the
period. Furthermore, goodwill arising on acquisition of an associate
was impaired by HK$14.4 million at period end.

Pledge of assets

At September 30, 2005, certain assets of the Group amounting to
HK$1,386.9 million (3/31/2005: HK$240.2 million) were pledged
to banks and financial institutions for loan facilities granted to the
Group.

Gearing ratio

The gearing ratio (borrowings/shareholders’ funds) at September
30, 2005 significantly increased to 55.9% (3/31/2005: 16.2%).
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Management Discussion and Analysis (Continued) EEENBREDN @
RESULTS AND FINANCIAL REVIEW (Continued) XEBERMBEERE (&)
Exchange rate and interest rate risks exposure R NN RS

Most of the Group's business transactions, assets and liabilities REEKED Z%ﬂ‘%“% EERBEHUE
are denominated in Hong Kong Dollars and United States Dollars. TRETE MERBERHEAEEMS L
The risk of foreign exchange fluctuation had not been significant REREODERZMEFELRHIETH
to the Group. Interest rates of import loans are mainly referenced EF/EEAFTERNT ﬂ%?ﬁ VE L EK TR
to LIBOR or HIBOR plus whereas that of bank and other loans are Cl ﬁiﬁﬁ&ﬁﬁﬁ% AL FERATE2ERE
Prime plus. At the balance sheet date, the Group did not enter BARU LRPHE-REHE REELE

into any interest rate speculative and hedging contracts. However, R ERAEBEREFEN AN BRR
the recent weakening of the Eurc Doliars against United States ﬁ@mﬂ%miﬁﬁ% & HEUNHE A 5
Dollars would bring certain exchange losses to the European BRETELFE - ERVEFEZBERLE
subsidiaries so far. In view of the possible persistent exchange ?E ZKEIH%%J%FEZZK%&EEQZEQI\WE
losses, the Group will consider entering into hedging contracts to ARACERIUHPEAUEETHAE
eliminate exposure to downside risks, whenever the Group and ﬁ°

the concerned foreign subsidiaries think fit.
Contingent liabilities ZARBE

At September 30, 2005, the Group has no contingent liabilities in R-FBERFENR=FHA ZREUEHFEM
relation to guarantees given to banks and other financial FRASEUIIATERZBAMERTREM

institutions for facilities granted to an outsider (3/31/2005: Nil). MHEEBELRERZXARBE(ZTETRF=
A=+—RH:8)-
Employees and remuneration policies EEREMEE

As at September 30, 2005, there were approximately 485 staff RZEZTRFAA=TH XEBEMAL4L8S
(3/31/2005: 500) employed by the Group. The remuneration policies ZEI(ZEZERAF=ZF=1T—H:5008) XK
are formulated on the basis of performance of individual employees EECZHFBREDRBRENEE cRERTH
and the prevailing salaries’ trends in the various regions. They are WERENZHFHBEMEE - FFHEELR
subject to be reviewed every year. The Group also provided e AREEFIREEIETE EFNERAESE
employee training programs, mandatory provident fund scheme, 2 BERRERBRATES RBEEZ
medical insurance and discreticnary bonus. Share options are BECESEREZEH -AWM BALER
awarded to employees on merit basis. However, no share options RS R -

were granted during the period.

BUSINESS AND OPERATIONS REVIEW EBRKERE

Trading Operations Review ESEKEE

The Group continued to strengthen the market position in CD, FEBEFERBEMNHE DVDRUSB FlashiE 7
DVD and USB Flash Category. In summary, the Memorex® brand Zmiﬁiﬂuc’fﬁﬂéﬁﬁ " BE E Memorex® R 23R

awareness was growing to bring along with continuous growth in MBS BARBERNBITBFREM-
revenue and operating margins.
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CHINA STRATEGIC HOLDINGS LIMITED GROUP DRAGON INVESTMENTS LIMITED

(Incorporated in Hong Kong with fimired liability) {Incorporated in the British Virgin Islands with limited liability)
Stock code: 235

Extension of long stop date for the Share Sale Agreement

On 30 Dceember 2003, Hanny, PYT and the China Straicgic Offeror entered into a supplemental agreement pursuant to which the long stop date for the fulfitment
or waiver of the conditions precedent 10 the Share Sale Agreement has been extended from 31 December 2005 to 30 April 2006.

Reference is made to the joint announcements dated 19 April 2005, 10 May 2005 and 28 July 2005 issued by Hanny Holdings Limited (*Hanny™). China Strategic
Holdings Limited, Well Orient Limited, Nation Ficld Limited and Group Dragon Investments Limited, the announcements dated 2 September 2005, 13 Scpiember
2005 and 7 October 2005 issued by Hanny, the circular dated 14 September 2005 issued by Hanny (the “Circular™), and the announcement dated 8 November 2005
issucd by China Strategic. Terms used herein shall have the same meanings as those defined in the Circular unless the context requires otherwise.

Hanny and PY} Corporation Limited (formerly known as Paul Y. — ITC Construction Holdings Limited) (“PY1") entered into the Share Sale Agreement with the China
Strategic Offeror on 10 March 2005 pursuant to which the China Strategic Offeror has conditionally agreed to acquire 135,000,000 China Strategic Shares (equivalent
to 67,500,000 Consolidated China Strategic Shares) from each of Hanny and PY1 for an aggregate cash consideration of HK$52,110,000 (HK$26,055.000 cach for
Hanny and PYI). Onc of the conditions precedent to the Completion is the implementation of the Capital Reorganisation and the China Strategic Group Reorganisation
to the reasonable satisfaction of the China Strategic Offeror. As at the date hereof, the Capital Reorganisation and the China Strategic Group Reorganisation have yet
to be completed. Accordingly. on 30 December 2005, Hanny, PY1 and the China Strategic Offeror entered into a supplemental agreement pursuant to which the long
stop date for the fulfilment or waiver of the conditions precedent to the Share Sale Agreement has been extended from 31 December 2005 to 30 April 2006.

As at the date of this announcement, the directors of Hanny are as follows:

Ecxecutive Directors: Independent Non-executive Directors:
Dr. Chan Kwok Keung, Charles - ’ Mt. Yuen Tin Fan, Francis

Dr. Yap, Allan . " Mr. Kwok Ka Lap, Alva

Mr. Lui Siu Tsuen, Richard Mr. Wong King Lam, Joseph

Mr. Sin Chi Fai
As at the date of this announcement, the directors of China Strategic are as follows:

Executive Directors: Independent Non-execurive Directors:

Dr. Chan Kwok Keung, Charles . Mr. David Edwin Bussmann
Dr. Yap, Allan Mr. Wong King Lam, Joseph
Ms. Chau Mei Wah, Rosanna Mr, Sin Chi Fai

Ms. Chan Ling, Eva

Mr. Li Bo

Mr. Chan Kwok Hung (Alternate 10 Dr. Chan Kwok Keung, Charles)
Mr. Lui Siu Tsuen, Richard (Alternate 1o Dr. Yap, Altan)

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

By order of the board By order of the board
NATION FIELD LIMITED - WELL ORIENT LIMITED

Gao Yang Lui Siu Tsuen, Richard
Director Director

By order of the board - By order of the board

CHINA STRATEGIC HOLDINGS LIMITED GROUP DRAGON INVESTMENTS LIMITED
Chan Yan Yan, Jenny Chan Ling, Eva
Company Secretary Director

Hong Kong. 30 December 2005 !

The sole director of the China Strategic Offeror accepis full responsibiliry for the accuracy of the information contained in this announcement other than that relating
to Hanny and its subsidiaries (the “Hanny Group”) and the China Strategic Group and confirms, having made all reasonable enquiries, that to the best of his
knowledge, opinions expressed in this announcement other than those relating 1o the Hanny Group and the China Strategic Group have been arrived at after due and
careful consideration and there are na other facts nat comtained in this announcement, the omission of which would make any statement in this announcement
misleading.

The directors of Hanny jointly and severally accept full responsibility for the accuracy of the information contained in this announcement other than that relating 0 the
China Strategic Offeror and the China Strategic Group and confirm, having made all reasonable enquiries, that to the best of their knowledge, opinions expressed in
this announcement other than those relating to China Strategic Qfferor and the China Strategic Group have been arrived at after due and careful consideration and
there are no other facts not comained in this cement. the omission of which would make any statement in this announcement misleading.

The directors of China Strategic jointly and severally accept full responsibility for the accuracy of the information contained in this announcement other than that
relating to the China Strategic Offeror and the Hanny Group and confirm. having made all reasonable enquiries, that 10 the best of their knowledge, opinions expressed
in this announcement other thun those relating 10 the China Strategic Offeror and the Hanny Group have been arrived ot after due and careful consideration and there
are no other fucts not conrained in this announcement, the omission of which would make any statement in this announcement misteading.




Management Discussion and Analysis (Continued)

North America

Memorex® North America recorded record revenues and operating
income in the first two quarters of Fiscal 2006. Growth in USB
Flash and Accessories revenues were the primary drivers of the
record revenues achieved during the period. Unit sales of USB
Flash nearly tripled in FY06 providing over 150% revenue growth
in the category. Revenue growth was also fueled by aggressive
expansion of its sales of Accessories products with revenues
growing by 22%. Media revenues were nearly flat from previous
year as increased volumes were offset by decreased average selling
prices. In the United States, according to industry trade
publications, Memorex® continues to be the American market
leader in DVD sales with a 27% share and CDR sales with also a
32% share. We expect DVD volumes to grow substantially in fiscal
2006 while CDR volumes should continue to decline at single
digit rates. We continue to expand our presence in Latin America
through distribution channels and to explore new market
opportunities in Canada. Memorex® continues to be the top brand
among the largest retailers in North America. We currently have
one or more of our products in 95% of the top twenty retailers in
the United States.

Operating margins in North America also achieved record levels.
The Company's global purchasing enabled us to improve our gross
margins, which we continue to use to leverage our cost structure.
We consolidated our Canadian operations into our U.S. operation
has yielded operating efficiencies compared to prior year.

Europe

The European market continues to be challenging. CDR and DVD
prices continue to come under pressure from a variety of
competitors and directly from the disk manufacturers. in addition,
levies in Italy and France have negatively impacted the retail
demand for CDRs and DVDs as consumers look for alternative
channels to purchase media and media alternatives such as MP3
players. On a positive note, The USB Flash business in Europe has
grown by 57%. The Group has continued the successful strategy
of supplying key retailers on a direct basis and is currently in more
the half of the top European retailers.

Asia

The Asian market continues to be emerging. The revenue was
slightly increased by 7%, which was originated by Japan market.
Due to low margin in DVD recorders and keen competition in CD
and DVD sector, the overall margin was dropped. Research has
been made as to launching new products to leverage the Memorex®
brand in Asia. The current strategy is to collaborate with mare
distributors over Asian countries, promote sales of the CDR &
DVD and launch new products (like USB flash and Accessories) in
line with that of the Group.

HANNY HOLDINGS LIMITED %%EE%@

ot S oA o e e R A e A 2 e

%ii ;—j nﬁﬁ& jfﬁ (#&)

blAS

FAE Memorex® R B NFHREEEM
ZHBEFR WA REE R A - USB Flash &
BEHRARREAERARANGTSZEEY -
USB FlashZ SEEER ST NFVRFE L
REE=-G AZERREHEBR150%ZKRA
BE-WARENEEGTERBECHEBER
HE OMWAREIE2% TR AREHDE
BTHMEHEEEESEMUBKRAREFERL
BUABIT-REBR BREIZEZ RS
Memorex®E B NRDVD R — /R WER A TEHE K
BEFTSEEEE SORNEE27% X32%1E
ER-AEBEEHDVDEREER BT REH
BEFABEM MR RSt 0EE
UEVESEFLLETR - ZEMBEERELHEHE
EREENRNTEMZER UHEANEXRZEH
T B-Memorex®? BB AL EE R ZETE
P RERE-AEERE-BHUALLELR
EBEAZNTAZ-TAREEHIESE

b 2 BERNETE B BOK T - 2IRIRE L
ALRREEMNE MASLE RSN I K
EARER - ARERBBNEARBESE
EHRER TAmMBEFHELEEEE RS-

el

BN BN E B B — R B R DVD
ZERIEERES I BEEREERS LT
EEBZEN I BAFMREZREREBR .
REHEEEFRRABEMBRREEFERER
EEMEEERNMPIHES W — XU E
LOVDZ EERTREKEAFE-FIFHEER

H - BUM Z USB Flash X 7538 K 57% AR E &
ERDEEMIETEARRZARE B

Al 2 2R /JH%%%ILAJ:TW&T%??%J_%Z’%EE
1,%°

ZN
ENTBTEREERR - EEATETE
T UG AR FT% o A DVDEEEFBIRE M
FHRERDVDERSE S BHESMNET
Mo AREBCEHIFERETHE UES
Memorex®mBESMZ HEAE -AEEE ATH
TN ERAEDHERELSHEBSIE -#
J% RSN RDVDEE U REL T ARE

BE MR EFES (OUSB flashREAF)

Interim Report 2005-2006 F &R &

HRA 7@



/ HANNY HOLDINGS LIMITED ﬁ%

R e

Management Discussicn and Analysis (Continued)

Business and Corporate Developments

Disposal of 15.3% interests in China Strategic Holdings Limited
(“CSHL") & the acquisition of interests in Group Dragon
Investments Limited (“GDI”)

On March 10, 2005, the Company and PY! Corporation Limited
(formerly known as Paul Y.-ITC Construction Holdings Limited)
entered into a share sale agreement (the “Share Sale Agreement”)
with Nation Field Limited for the disposal of an approximately
15.3% interests in CSHL at the consideration of approximately
HK$26 million ("Disposal”). The completion of the Disposal is
subject to, among others, the group re-organization of CSHL
("CSHL Re-Organization”). Subject to, inter alia, the completion
of the CSHL Re-Organization, the Company will make a voluntary
offer to acquire all the issued shares in GDI which are not owned
or agreed to be acquired by the Company (the “GDI Offer”). The
ordinary resolution approving (i) the making of the GDI Offer
(including the allotment and issue of the new shares under Option
1, and the issue of the bonds and the allotment and issue of the
conversion shares under Option 2); and (ii) the Share Sale
Agreement and the transactions contemplated thereunder was duly
passed at the special general meeting of the Company held on
7 October 2005. Details of the aforesaid transaction are set out in
the joint announcement of CSHL, the Company and other parties
to the transacticn dated April 19, 2005 and the circular of the
Company dated September 14, 2005.

The transaction has not yet completed as at the date of this
interim report.

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

On April 20, 2005, Loyal Concept Limited, an indirect wholly-
owned subsidiary of the Company, and CTH entered into a
subscription agreement (the “CTH Subscription Agreement”) to
subscribe a zero coupon convertible note due 2010 of CTH in a
principal amount of HK$450 million at an initial conversion price
of HK$0.44 per conversion share subject to adjustments from time
to time.

The subscription and the transactions contemplated under the
CTH Subscriptiors Agreement were approved by the shareholders
in the special general meeting of the Company held on June 24,
2005 and the CTH Subscription Agreement was completed on
August 11, 2005. Details of the transaction are set out in the
circular of the Company dated June 7, 2005.

ERECEER
HERFPREFBSR LB ([PE])Z
15.3% 2% 37 gﬁgf"é_'f BERAR([E
BE]) Z R
Eﬁ\“ffﬁiiiﬂ‘ﬁﬂ CARTRBEEES
RAR(FBRECEZEAEEERAF) H
Nation Field Limited ;T — MRS HE H &
(TRRAEEBE]) AR ERENI153% 2
= HREXNAE26,000,000E T ([HE]) - EAK
HEEFE(RFEE) PREESMH([PRE
Bl)TREBEFAEEF (EPBF) THPHE
SHEEB AR RYEEMWEES LW
BN EALREERREm AR TWEZ B
BEAACDRITIRG ([HEWEBREE]) BEG
}Etﬂﬁi‘" ez (AEEEFR—RRERE
TEER S &*E?J*?‘i% BiTEHEREBE R

Tﬁ?ﬁﬁxﬁ) R EEHE R BILETT
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: Q.44 L A B TLAAE-
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BERTRERFETEHETZRBRER
:ggﬂix\ﬂ 'f‘@ﬁ%iéﬂzz&/ Gl
FIAE EERFEE- ﬁﬁ?ﬁﬁw s
—BEEHRENA+— E]xﬁ_ X5 %
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Management Discussion and Analysis (Continued)

The underwriting agreement and subscription of convertible note
of See Corporation Limited (formerly known as Ruili Holdings
Limited) (“SCL”)

On April 21, 2005, the Company, SCL and Tai Fook Securities
Company Limited entered into an underwriting agreement,
pursuant to which, 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 SCL entered into a convertible note subscription
agreement {the “SCL Subscription Agreement”) to subscribe a zero
coupon convertible note due 2010 of SCL in a principal amount
of HK$170 million at an initial conversion price of HK$0.12 per
conversion share, subject to adjustments from time to time.

On July 22, 2005, the Company has subscribed 320 million rights
shares of SCL at HK$0.10 per rights share. The SCL Subscription
Agreement was completed on August 10, 2005. Details of the
transaction are set out in the circular of the Company dated May
24, 2005.

Subscription of convertible note of Wo Kee Hong (Holdings)
Limited ("WKH")

On August 18, 2005, the Company and WKH entered into a
convertible note subscription agreement (the “WKH Subscription
Agreement”) to subscribe the 7.25% convertible note due 2008
of WKH in a principal amount of HK$30 million at an initial
conversion price of HK$0.10 per conversion share, subject to
adjustments from time to time.

The WKH Subscription Agreement was completed on September
7, 2005. Details of the transaction are set out in the circular of
the Company dated September 9, 2005.

OUTLOOK

The Group is well positioned to expand its presence around the
globe. We believe that growth in the DVD segment will continue,
and prices should stabilize. The overall CDR market will continue
to decline for the foreseeable future. We continue to be the market
share 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,
especially media products and USB Flash products. Now that we
have achieved a sizable market share in USB Flash we will attempt
to improve our margins in the category. Recent market studies
indicate that consumers have significant recognition of the
Memorex® brand in this segment of the market.

HANNY HOLDINGS UMITED 3 K E &R R &
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General Information

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

As at September 30, 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 are required
{a) to be notified to the Company and The Stock Exchange of
Hong Kong Limited (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 (b) pursuant to Section 352 of the SFO,
to be entered in the register referred to therein; or {c) pursuant to
the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Mode! Code”) set out in Appendix 10 of the Rules
Governing the Listing of Securities (the “Listing Rules”) on the
Stock Exchange to be notified to the Company and the Stock
Exchange were as follows:

(a) Interests in the shares of the Company

—REH

BEERRM BERNDRESF 2 EHE R
)

RZZEERAFNA=Z+E FRAEERIR
THRABRARAREERZE (EERES
REEEA ([EHFREEEMN]) FEXVE) 2
By HERDEESTER @QREESFR
HEIRGIEXVRIE TR FE82 8 (BERIEE
FEEGREBGIRERREREFREEL
BERKE) AHAEARRRERERAXSM
BRAR([HRM)) OREESFRHE
GO EIEABARGIIFFECELMA
SROBBBRAESF CHHAY(TETRE])
WEI0Z EMBITABERETEGZIHLF
EFR(MBEEFA]) AERNEALE RERAM
ZHEZFORBWT:

() RIERFRGDZHEZ

Approximate %
of the issued

Long position/ Nature Number of share capital

Name of Director Short position Capacity of interest shares held of the Company

ALRRE
%8 BRTEE
ESlE #E/ %8 ELi Bung RoEA BRasl
Dr. Chan Kwok Keung, Charles Long position Interest of Corporate 45,798,813 20.48%
("Dr. Chan") (Notes 1 & 2) e controlled interest
BEXEL ((RE) corporation RAER
(Bit1k2) RELE
s
Mr. Lui Siu Tsuen, Richard Long position Beneficial Personal 1,750,000 0.78%
{"Mr. Lui") (Note 3) ey owner interest
EkEEE(TERE]) EFEEA EAER
(Hii3)

Notes: B &

1. This interest does not include interests in underlying shares 1. FZHEETRESLARRALTEIA
of equity derivatives of the Company. This interest needs ZHEBROER-ZESERTIS
to be aggregated with those set out in sub-paragraph (b) Bb)F&EEs—HrE UHERE
below to give the total interest of Dr. Chan in the Company. TREARE ZERERE -

2. Dr. Chan is deemed to have a corporate interest in 2. B 18 & & 7 Chinaview International

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.

Limited ([Chinaview]) EEBEZ M
WIRBHEE 45,798,813 B fr 2 2
RIS - ZESDETX[RESRS
DPHEEAATEERRAESER
REI-BRFMRESE-
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General Information (continued)

(b)

—RES

3. This interest does not include interests in underlying shares
of 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 Mr. Lui in the Company.

Interests in equity derivatives (as defined in the SFO) of the (b)

3. FZREBETBREARIABATETAR
ZHEBARNER - ZERAATXD
bR et E Ut ES A
ERARFZERRE-

FRARAVGTETA(FEREHE

Company HBEEG) &%
Approximate
Number of  Exercise % of the
share options price issued share
Long position/ Nature of Exercisable as at 4.1.2005  per share capital of
Name of Director Short position Capacity Interest Period and 9.30.2005 HK§  the Company
RZERILF
mA-ER ERFE
%1% gR 2EfA
hE=ZtHZ TEE REESD
ESpg #eE/%E &% BEnE TESR BREHE ohe ARt
Dr. Chan Long position Beneficial Personal 8.31.2001 to0 4,000,000 2.9888 1.79%
BEL ga Owner interest 8.30.2006
EEBEEA BAER ZBE-F
NR=+-BZ
ZEERE
NE=+8
2.23.2004 to 1,600,000 3.415 0.72%
2222006
“EENF
ZRZT=HE
ZEERE
—R-+zH
Dr. Yap, Allan Long position Beneficial Personal 8.31.2001 to 3,250,000 2.9888 1.45%
Yap, Allanf £ e Owner interest 8.30.2006
EHERA AR Z%E-F
NA=+-BE
ZETNF
NA=ZTH
2.23.2004 10 1,600,000 3.415 0.72%
2.22.2006
ZEEmE
ZRZ+=Z8E
ZEERE
—hz+z=H
Mr. Lui Long position Beneficial Personal 2.23.2004 to 1,600,000 3.415 0.72%
BRE HE Owner interest 2.22.2006
ERERA BAE ZREQME
ZAZ+ZRE
ZEERE
g By gl
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General Information (continued)

(c)

Interests in associated corporation (as defined in the SFO)
of the Company

i)

Interests in shares of China Strategic Holdings Limited
("CSHL™)

— B R @

€ ARAEEEE (EEREFRHE

gEH) 2 #
i) TREEERAF ([FER]) K

gD

Approximate %

Number of of the issued
Long position/ Nature of Shares held share capital
Name of Director Short position Capacity Interest in CSHL of CSHL
BEDE PRERTER
EEne Be/ %R &t BE#E RH#E REBHEDL
Dr. Chan Long position Interest of Corporate 258,819,795 29.36%
BEL %} controlled interest
corporation NElER
(Note)
ZELF
ZER
(Hi&)
Note: Hrat:

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
Corporaticn Limited ("ITC”). ITC owns the entire interest
in ITC Investment Holdings Limited (“ITC Investment”). ITC
Investment owns the entire interest in Hollyfield Group
Limited (“"Hollyfield”). Hollyfield owns approximately
38.92% of the entire issued share capital of PYI Corporation
Limited (formerly known as Paul Y. - ITC Construction
Holdings Limited) (“PYI”). PYI owns the entire interest of
PY! Investments Group Limited (formerly known as
Paul Y. - ITC Investments Group Limited) (“PYIG"). PYIG
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
258,819,795 shares of CSHL which are held by Calisan by
virtue of his interests in Chinaview.

PY! entered into a share sale agreement on 10 March 2005
for the disposal of 135,000,000 shares of CSHL. The
disposal was not yet completed as at 30 September 2005.

BRiE 4 A ChinaviewfFT B 2%
Chinaviewfl| # & Galaxywaeay
Investments Limited { [ Galaxyway] )
FiEHE S GalaxywayEAEE L %
EEERLR([EERE] 2EE
BT E B AL33.55% R B R
T EHEITC Investment Holdings
Limited ( [ITC Investment] ) Ff &
FE 2 oITC InvestmentHE & Hollyfield
Group Limited ( [Hollyfield] ) Ff & #
eHollyfieldBE B REEEER 2 &
(FIBIREEHEREEEERD
MTRE]) ZHEEITREDY
38.92% % % - & E ¥ & PYI
Investments Group Limited (7 #8Paul
Y. = ITC Investments Group Limited)
(TPYIG]) T B #E & ~PYIGHE & Great
Decision Limited ([GDL) ) Fr B
i GDLEN#E & Calisan Developments
Limited ( [ Calisan] ) fi g &% -

Ht B iE + B & Chinaviewll & #
HMERAES G CalisanfiFE 2
258,819,795 B Ry R EE &

VA
fm °

RER_FTTAF=ZA+TRHLE
R %8135,000,0008% A% 7 &7 37 A& 15 H
SHE-AHER_TTRFIA=
THMRRTER
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General Information (continved) —RER @
i) Interests in PSC Corporation Ltd. (“PSC") i) ﬁ% BHEEERQLAR([ERE
B]) 2%
Approximate%
Number of  Exercise price  of the issued

Long position/ Nature of  Exercisable share options per share  share capital
Name of Director Short position Capacity Interest Period held in PSC S$ of PSC
FHEREE gRGHEE EBRRECSRYS
ESpZ BE/%E 5 BRME ERE BREYS BT RABREIL
Dr. Yap, Allan Long position Beneficial Personal  8.20.2004 to 5,000,000 0.086 0.27%
Yap, Allanf§ £ Fe Owner interest 8.19.2013
EEERA  @ABZ  —ZERF
ANEZTHE
“E-Zf
NATAE
Mr. Lui Long pasition Beneficial Personal  8.20.2004 to 2,000,000 0.086 0.11%
BRE Fe Owner interest 8.19.2013
ExEEN  EAEz  —ZZR%
NAZ1+RE
AR+AH
Save as disclosed above, as at September 30, 2005, BRIEXABEEEN R_ZFEFTHR

none of the directors and chief executives of the
Company had: (a) under Divisions 7 and 8 of Part
XV of the SFO, nor were they taken 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); (b) 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.

FAA=+8 ARREERE
BOTRABRBE QRBEEFR
HEFMIEXVERETRESD H
HREELFRBEEN ZBR%
SRR ERE N AR D T SATA
HEEE (EERE %&Hﬁhﬂx
BIEXVEL) 2 B 1HE KR &

BEFTHEATAREIAS (b
BIEES R E RO F352158
BAXRREFEZECM 2 EM
B RORBEETRIAEME
ARFR Bz IR
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General Information (continued) —RER @#@
INTERESTS AND SHORT POSITIONS OF SHAREHOLDERS BESSELHEEKMETHEZREESR
DISCLOSEABLE UNDER THE SFO KE

So far as is known to the directors and chief executives of the HERREERTETBAEBHMAOE KT
Company, as at September 30, 2005, the following persons had ETFARA=TH U TATREAEROK
interests or short positions in the shares or underlying shares of HERNMHTEEREZF RBERAEXVE
the Company which would fall to be disclosed to the Company B2REIDHEXMABMEADRHE R
under the provisions of Divisions 2 and 3 of Part XV of the SFO, or REARRIRBELSRBERHE3CEMER
which were recorded in the register required to be kept by the ZERMERE KR ‘
Company under Section 336 of the SFO:-

No. of Approximate %

underlying shares of the issued

Long Position/ Nos. of {unlisted equity share capital

Name of Shareholder Notes  Short Position Capacity shares held derivatives held of the Company

&5

HERGEE ELRARE

BE (FLw EBIRE

BRREE/ B8 ik BE/ KB g1 k{88 RETEIA) BB

Ms. Ng Yuen Lan, Macy 1 Long Position Interest of spouse 45,798,813 - 20.48%
0 E e EEER

Ms. Ng Yuen Lan, Macy 1 Long Position Interest of spouse - 5,600,000 2.50%
hEEELt i1g EBER

Dr. Chan ! Long Position  Interest of controlled 45,798,813 - 20.48%
BEL HE corporation
RELRAZ R

Dr. Chan I Long Position Beneficial owner - 5,600,000 2.50%
RiEL g REfBA

Chinaview 1 Long Position Interest of controlied 45,798,813 - 20.48%
Chinaview HE corporation
REARAzER

Galaxyway I Long Position  Interest of controlled 45,798,813 - 20.48%
Galaxyway corporation
3 RERAZER

ITC 1 Long position interest of controlled 45,798,813 - 20.48%
EHEE e corporation
REDAzER

ITC Investment 1 Long position  Interest of controlled 45,798,813 - 20.48%
ITC Investment #E corporation
ES YN £

Mankar Assets Limited ("Mankar”) 1 Long position  Interest of controlled 45,798,813 - 20.48%
Mankar Assets Limited (“Mankar"} He corporation

EEEINTPA: 5
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General Information (continued) —BREH

No. of Approximate %

underlying shares of the issued

Long Position/ Nos. of (unlisted equity share capital

Name of Shareholder Notes  Short Position Capacity shares held derivatives held of the Company
R

ERESEA EARIERE

BE (FRBFLT ERTRE

BRREE/ 48 i BE/%E gt REEE REGEIA) BABIH

Famex Investment Limited ! Long position Beneficial owner 45,798,813 - 20.48%

(“Famex”) e ERERA

ERBREBRAA([ERL)

0Z Management, L.L.C. 2 Long position Investment Manager 11,976,000 - 5.36%

07 Management, L.L.C. e REGE

07 Master Fund, Ltd. 2 Long pasition Beneficial owner 11,642,000 - 5.21%

07 Master Fund, Ltd. #2 EHBEEA

Deutsche Bank Aktiengesellschaft Long position Security interest 16,474,000 - 7.37%

Deutsche Bank Aktiengesellschaft He BEER

Deutsche Bank Aktiengesellschaft Long position Beneficial owner 2,746,328 - 1.23%

Deutsche Bank Aktiengesellschaft e ERERA

Christian Emil Toggenburger Long position Beneficial owner 12,562,000 - 5.62%

Christian Emil Toggenburger e EREFRA

Christian Emil Toggenburger Long position Interest held jointly 3,264,664 - 1.46%

Christian Emil Toggenburger 22 with another persons

BHMAL
HEFE2 R

Aeneas Capital Management LP Long position Investment manager 11,896,000 - 5.32%

Aeneas Capital Management LP g REEE

Notes: HiaE:

(1) Famex is a wholly-owned subsidiary of Mankar. Mankar is a wholly- 1. H e AMankarz 2 B B 2 7 - Mankar®
owned subsidiary of ITC Investment, which in turn is a wholly- ITC Investmentz 2 XM A2 7 WMITC
owned subsidiary of ITC. Galaxyway, a wholly-owned subsidiary of InvestmentB| REH LR Z 2 AMB AT -
Chinaview, owns more than one-third of the issued ordinary share ChinaviewZ 2 &K B 2 Al Galaxyway# & 2
capital of ITC. Dr. Chan owns the entire issued share capital of ROECBTEBBRREAZSZ— M E-R
Chinaview. Ms. Ng Yuen Lan, Macy is the spouse of Dr. Chan. BB ChinaviewZ B BT AR HIEH
Mankar, ITC Investment, ITC, Galaxyway, Chinaview, Dr. Chan and T EBEE L BB - Mankar - ITC
Ms. Ng Yuen Lan, Macy are deemed to be interested in 45,798,813 Investment ~ & ¥ & ¥ - Galaxyway *
shares of the Company which are held by Famex. Ms. Ng Yuen Chinaview - BB T R EHAB X TREASNE
Lan, Macy is deemed to be interested in 5,600,000 underlying B 5 245,798,813 A RIBH R HEEE
shares (in respect of unlisted equity derivatives) of the Company XM HMELTHEELERNBEE LIRS
held by Dr. Chan. 25,600,000k AL EIRERNG (BEIFL™

BARGETAE) PHEE#ER-
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General Information (continued)

(2) QZ 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
which are held by OZ Management, L.L.C. as investment manager
on behalf of OZ Master Fund, Ltd., Topanga Xi, Inc. and Fleet
Maritime inc. OZ Master Fund, Ltd., Topanga Xi, Inc. and Fleet
Maritime Inc. are each beneficially interested in 11,642,000 shares,
146,000 shares and 188,000 shares, respectively.

Save as disclosed above, as at September 30, 2005, the directors
or chief executive of the Company were not notified of any other
persons who had interests or short positions in the shares,
underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
SFO) which would be required to be disclosed to the Company
and the Stock Exchange pursuant to Part XV of the SFO.

SHARE OPTION SCHEME

The Company's share option scheme was adopted on August 21,
2001 (the “2001 Share Opticn Scheme”) for the primary purpose
of providing incentives to the employees of the Group. Under the
2001 Share Option Scheme, the board of directors of the Company
may grant options to eligible employees including the directors
(but excluding independent non-executive directors) of the
Company and the directors of any of the subsidiaries of the
Company.

Pursuant to a resclution passed at a special general meeting of
the Company on March 17, 2003, the Company has terminated
the 2001 Share Option Scheme and adopted a new share option
scheme (the "2003 Share Option Scheme”). Under the 2003 Share
Option Scheme, the board of directors of the Company may grant
options to directors and employees of the Group and any advisors,
consultants, distributors, contractors, suppliers, agents, customers,
business partners, joint venture business partners, promoters and
service providers of any members of the Group who the board of
directors considers have contributed or will contribute or can
contribute to the Group. The purpose of the 2003 Share Option
Scheme is to provide participants with the opportunity to acquire
proprietary interesis in the Group and to encourage participants
to work towards enhancing the value of the Group and its shares
for the benefits of the Group and its shareholders as a whole.
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General Information (continued)

Subject to the condition that the total number of shares which
may be issued upon the exercise of all outstanding options granted
and to be exercised under the 2003 Share Option Scheme and any
other schemes of the Company must not exceed 30% of the
shares of the Company in issue from time to time, the total number
of shares in respect of which options may be granted under the
2003 Share Option Scheme, when aggregated with any shares
subject to any other schemes, is not permitted to exceed 10% of
the shares of the Company in issue on the date of approval and
adoption of the 2003 Share Option Scheme.

Under the 2003 Share Option Scheme, the options which may be
granted to any individual in any one year are not permitted to
exceed 1% of the shares of the Company in issue, without prior
approval from the Company’s shareholders. Options granted to
substantial shareholders or independent non-executive directors
in excess of 0.1% of the Company’s share capital or with a value
in excess of HK$5 million must be approved in advance by the
Company'’s shareholders.

At September 30, 2005, the number of shares in respect of which
options had been granted and remained outstanding under the
2003 and 2001 Share Option Schemes was 19,000,000 (2004;
21,800,000), representing 8.40% (2004: 11.69%) of the shares
of the Company in issue at that date.

Options granted must be taken up within 28 days from the date
of grant, upon payment of HK$1 per option. Options may be
exercised at any time from the date on which the option is accepted
to the tenth anniversary of the date of grant. The exercise price is
determined by the directors of the Company, and will not be less
than the higher of the closing price of the Company shares on the
date of grant or the average closing price of the shares for the
five business days immediately preceding the date of grant or the
nominal value of the share of the Company.
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General Information (continued) —REF @

The following tables disclose details of the Company’s share options Tiﬁ*&?%ﬁzlgzﬁﬂﬁh B=+HITHEAX
held by employees (including directors) of the Company and LEIES (BRER)BEZ2ERARRERER

movements in such holdings during the period ended 30 September E’r BEIE:
2005:

Number of shares options

Exercise Granted Exercised Cancelled/
Exercisable price Balance at during during Lapsed during Balance at
Date of grant period  per share 4.1.2005 the period the period the period 9.30.2005
HKS
BREYE
R-ZZEZRE RBR R-ZZLF
B8R mA—8 REBA HE R [=E:3 ] AB=tAH
BLHEH TEH TEE Zie 2EE BT SEBER g
BT
Directors (Note)
BE (f:#)
8.31.2001 8.31.2001 to 2.9888 9,000,000 - - - 7,250,000
ZEF-FENAZ+—H 8.30.2006 (Note 2}
—E%—-F (Kf522)
NAR=T—REZE
ZETRX
NA=T+H
2.23.2004 2.23.2004 to 3.415 6,400,000 - - - 4,800,000
—EFRE-_A=-TZH 2.22.2006 (Note 2)
—RTME (Ht3t2)
ZBzZ+=ZHE%E
ZEEARE
—A=+=H
Director of subsidiaries
of the Company
ERRMBREICESE
8.31.2001 8.31.2001 to 2.9888 1,750,000 - - - 1,750,000
—EE-FNA=+—8 8.30.2006 (Note 2) {Note 2)
—EE—F (Btex2) (Hfst2)
NB=Z+—RBZE
ZEERE
AB=+8
2.23.2004 2.23.2004 to 3.415 1,600,000 - - - 1,600,000
—EENE-_FR=-+=H 2.22.2006 (Note 2) (Note 2)
—EEAE (Kisr2) (Ki&2)
—RZ+ZHZE
ZEEREF
—Az-+=H
Employees
]
2.23.2004 2.23.2004 to 3.415 6,400,000 - - 2,800,000 3,600,000
—EREME-_A-+=H 2.22.2006
ZZEAE
—AzZ+=HZE
ZEBERE
—Rz-+=E8
Notes: i
1. Details of the options granted to the directors are set out in the 1. EHFREEERE ESER—BIER
sub-heading “Interests in equity derivatives (as defined in the SFO) R BRERORESF=ZEEZRAE]Z
of the Company” of the section headed "Directors’ Interests and FERIERA THQZKf)TIIE (EHEREBHFR
Short Positions in Shares, Underlying Shares and Debentures”. HEmy) 2@
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General Information (continued)

2. An executive director retired as a director of the Company at the
annual general meeting of the Company held on September 1,
2005 but remained as a director of the subsidiaries of the Company.

None of share options was granted or exercised during the period
ended September 30, 2005.

The financial impact of share options granted is not recorded in
the Company’s or the Group’s balance sheet until such time as the
options are exercised, and no charge is recognized in the
consolidated income statement in respect of the value of options
granted during the period ended 30 September 2005. Upon the
exercise of the share options, the resulting shares issued are
recorded by Company as additional share capital at the nominal
value of the shares, and the excess of the exercise price per share
over the nominal value of the shares is recorded by the Company
in the share premium account. Options which are lapsed or
cancelled prior to their exercise date are deleted from the register
of outstanding options.

CONTINUING DISCLOSURE OBLIGATION

The total market capitalization of the Company was approximately
HK$895 million as at September 30, 2005 (the "Total Market
Capitalisation”). The trade receivables due to the Group from (1)
Walmart and (2) Best Buy, two principal groups of customers of
the Group, amounted to approximately HK$142.9 million and
HK$93.7 million respectively as at September 30, 2005. Each of
the two groups of trade receivables were interest-free, unsecured,
within their 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 Capitalisation.

As at September 30, 2005, the aggregate amount of the advance
by the Company to Wing On Travel (Holdings) Limited was
approximately HK$182.1 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 dollar
prime rate and is repayable on demand.

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

Neither the Company nor any of its subsidiaries has purchased,
sold or redeemed any of the Company's listed securities during
the six months ended September 30, 2005.
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General Information (continued)

COMPUANCE WITH THE CODE ON CORPORATE GOVERNANCE
PRACTICES

The Company has complied with the Code on Corporate
Governance Practices (the "CG Code”) as set out in Appendix 14
to the Listing Rules during the six months ended September 30,
2005 except for the following deviations:-

Code Provision A.2.1 of the CG Code

Under the code provision A.2.1 of the CG Code, the roles of
chairman and chief executive officer should be separate and should
not be performed by the same individual. The Company does not
at present have any officer with the title of “chief executive officer”
("CEQO") but instead the duties of a CEO are performed by Dr.
Allan Yap, the Managing Director of the Company in the same
capacity as the CEO of the Company.

Code Provision A.4.1 of the CG Code

Under the code provision A.4.1 of the CG Code, non-executive
directors should be appointed for a specific term, subject to re-
election. The current independent non-executive directors of the
Company are not appointed for a specific term. However, all
directors (including executive and non-executive) of the Company
are subject to retirement by rotation at the annual general meeting
in accordance with Bye-Law 87(2) of the Bye-Laws of the Company.
As such, the Company considers that sufficient measures have
been taken to ensure that the Company’s corporate governance
practices are no less exacting than those in the CG Code.

AUDIT COMMITTEE

The Audit Committee of the Company has reviewed with the
management and the Company’s auditors the accounting principles
and practices adopted by the Group and discussed auditing, internal
control and financial reporting matters including the unaudited
financial statements for the six months ended September 30, 2005
on the basis that such review does not in itself constitute an
audit. The Audit Committee is not aware of any material
modifications that should have been made to the interim financial
statements for the six month ended September 30, 2005. The
Audit Committee, with written terms of reference in line with the
code provisions set out in the CG Code as stipulated in Appendix
14 to the Listing Rules, currently comprises three independent
non-executive directors, namely Mr. Kwok Ka Lap, Alva,
Mr. Wong King Lam, Joseph and Mr. Sin Chi Fai.
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General Information (continued)

COMPLIANCE WITH THE MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTCORS OF LISTED ISSUERS

The Company has adopted the Model Code 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 of the Company, they have confirmed that they have
complied with the required standard set out in the Model Code
during the six months ended September 30, 2005,

DIRECTORS' RESPONSIBILITIES 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 unaudited financial
statements for the six months ended September 30, 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 unaudited 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.

ACKNOWLEDGEMENTS

Finally, on behalf of the directors, | wish to express my sincere
appreciation to all the staff of the Group for their continuing
dedication and support. | would also like to thank our shareholders,
suppliers, bankers and customers for their continued support.

By Order of the Board

HANNY HOLDINGS LIMITED
Dr. Chan Kwok Keung, Charles
Chairman

Hong Kong, December 13, 2005
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Independent Review Report

Deloitte.
= E)

TO THE BOARD OF DIRECTORS OF HANNY HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

Introduction

We have been instructed by the Company to review the interim
financial report set out on pages 22 to 47.

Directors’ responsibilities

The Rules Governing the Listing of Securities on The Stack Exchange
of Hong Kong Limited require the preparation of an interim
financial report to be in compliance with Hong Kong Accounting
Standard 34 “Interim Financial Reporting” issued by the Hong
Kong Institute of Certified Public Accountants ("HKICPA™) and the
relevant provisions thereof. The interim financial report is the
responsibility of, and has been approved by, the directors.

It is our responsibility to form an independent conclusion, based
on our review, on the interim financial report and to report our
conclusion solely to you, as a body, in accordance with our agreed
terms of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for
the contents of this report.

Review work performed

We conducted our review in accordance with Statement of Auditing
Standards 700 “Engagements to Review Interim Financial Reports”
issued by the HKICPA. A review consists principally of making
enquiries of group management and applying analytical procedures
to the interim financial report and, based thereon, assessing
whether the accounting policies and presentation have been
consistently applied unless otherwise disclosed. A review excludes
audit procedures such as tests of controls and verification of assets,
liabilities and transactions. It is substantially less in scope than an
audit and therefore provides a lower level of assurance than an
audit. Accordingly we do not express an audit opinion on the
interim financial report.

Review conclusion

On the basis of our review which does not constitute an audit, we
are not aware of any material modifications that should be made
to the interim financial report for the six months ended September
30, 2005.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

December 13, 2005
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Condensed Consolidated Income Statement
For the six months ended September 30, 2005

HANNY HOLDINGS LIMITED B E@AR 27 4L &L

BBRRE WA R
BE-SFEFAASHELAES

Six months ended
September 30,
BEAB=THLAREA

2005 2004
HK$'000 HK$'000
{(Unaudited
NOTES (Unaudited) and restated)
“ZEERF —BERE
FET FET
(REER) (REBRR
Wit gE5)
Turnover ] 4 2,802,524 2,722,355
Cost of sales HEXAK (2,171,743) (2,157,771)
Gross profit 7| 630,781 564,584
Other operating income He@ElmA 41,611 43,682
Distribution and selling expenses AEREERX (396,653) (334,310)
Administrative expenses TREX {118,004) (151,275)
Other operating expenses EREERT (18,461) {4,948)
Change in fair value of conversion EETARRERZBER
option of unlisted convertible notes BEEATEEZE 15,568 -
Finance costs HHER (24,140) (9,340)
Share of results of associates EEEERNERE (24,126) (30,448)
Amortization of goodwill arising WEHMELAEE
on acquisition of associates ZEERH - (14,045)
Impairment loss on goodwill arising WE-FHBERRELEZ
on acquisition of an associate BEREGE 6 {14,391) -
Gain on disposal of subsidiaries HEMBATZ W 18 4,276 -
Net loss on deemed disposals of BERAEHEHEDTMRE
shareholdings in associates ZEBREE - (11,400)
Profit before income tax BTGB AE A 5 96,461 52,500
Income tax expense MERX 7 (48,428) (67,670)
Profit (loss) for the period RN (BE) 48,033 (15,170)
Attributable to: FE i -
Equity holders of the parent BRERABEEA 16,388 (25,032)
Minority interests LERFEER 31,645 9,862
48,033 (15,170)
Dividend g 8 13,418 11,193
Earnings {loss) per share GRAMN(EB) 9
Basic =i HK7.33 cents 8L HK(13.42) cents &1l
Diluted 51 HK6.72 cents 81l NA T EA
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Condensed Consolidated Balance Sheet
At September 30, 2005

Interim Report 2005-2006 & Ef3R &

September 30, March 31,
2005 2005
HK$'000 HK$'000
(Audited
NOTES (Unaudited) and restated)
“EERF ZETERE
hE=+8 =B=+—§H
FET FET
(RBER) (BEZR
BiaE BES])
Non-current Assets GERBEE
Property, plant and equipment ME - HERRE 10 73,077 70,557
Intangible assets BEREE 400,973 401,383
Interests in associates /NI 11 645,107 635,729
Investments in securities BERE - 123,534
Available-for-sale investments HHELEEZRSE 12 690,429 -
Payments for acguisition of long WERHEBE N
term investments 13 150,175 35,000
Deferred tax assets FELEHRBEE 21,951 18,418
1,981,712 1,284,621
Current Assets REEE
Other asset HEiEE - 108,000
Inventories g 1,085,959 587,078
Trade and other receivables BHS NEMEWIE 14 776,401 766,277
Investments held for trading RIEEERHERE 201,216 -
Investments in securities BEHGE - 144,435
Short-term loan receivables BUEEBHER 258,778 111,851
Short-term loan receivables from FEEBEREARZ
related companies HEHER 182,077 224,233
Margin loan receivables fEU TR E 24,753 30,586
Tax recoverable AREFHIE 22,527 19,855
Pledged bank deposit BEFRITER 20,244 20,014
Bank balances and cash BITEERE S 26,368 359,603
2,598,323 2,371,932
Current Liabilities THRE
Trade and other payables ZE5REMEMNKIE 15 1,180,334 1,011,814
Margin loan payables ERFRER 150 253
Biils payable FERT % - 3,644
Tax payable e R IE 48,948 91,420
Borrowings — due within one year ER~-—FREH 16 625,593 85,881
Obligations under finance leases B0 B M A AR
- due within one year — — & B4 - 462
Bank overdrafts RITESL 18,380 46,978
1,873,405 1,240,452
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Condensed Consolidated Balance Sheet SHEFSEERER
At September 30, 2005 R-ZEERFAARAZ+H
September 30, March 31,
2005 2005
HK$'000 HK$'000
(Audited
NOTES (Unaudited) and restated)
—EBTEE ZETREF
hA=+EH =A=+—8
FET FET
(RBERZ) (BEZR
ftat BEZ])
Net Current Assets MEAEERE 724,918 1,131,480
Total Assets Less Current Liabilities BERERAHEE 2,706,630 2,416,101
Non-current Liabilities ERBAR
Borrowings - due after one year BR— —FIEEE 16 382,250 157,470
Amount due to a minority E—BEBRRERIE
shareholder - 2,526
Deferred tax liabilities BEEHIBRE 114 114
382,364 160,110
Total Assets and Liabilities BMEERBE 2,324,266 2,255,991
Capital and Reserves ERRfEE
Share capital & 7 2,236 2,236
Reserves k] 1,836,935 1,804,138
Equity attributable to ENEIL FNC TN
equity holders of the parent FEiER AR 1,839,171 1,806,374
Minority Interests LERFER 485,095 449,617
Total equity 48 AR AN A 26 2,324,266 2,255,991
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Condensed Consolidated Statement of Changes in Equity

2 <) HANNY HOLDINGS LMITED R E LB AR A T

For the six months ended September 30, 2005

HHRERE

BRESEHR

E-FERENAZTHIEAEAR

Attributable to eq}hg ho!ders of the parent

Currency Capnal Investments
Share Share Capital  Contributed  translation redemption revaluation Other Retained Minority Total
capital premium reserve surplus reserve reserve reserve reserves profits Total interests equity
HK$000 HK$"000 HK$'000 HK$'000 Hkiggg HKS: o%g HK$’000 HK$'000 HK$000 HK$000 HKS JOO;!Q HKSEng
2
Bx HeRE B3GR B4R AREE  RAESE Eﬁﬁﬁ REEE ﬁﬁfmﬁﬂ 28 HERz:  Bi#gR
FERL FAL TER TER FiER FET TER TER A LR TAR FET
At March 31, 2004 RZSRME
Zh=t+-E
- s originally stated -nBxz 25
{Audited) (BER) 1,866 99,22t 1581 1,603,329 16,426 592 - 14,443 58,880 1,873,181 - 1,873,181
- effect of change in -8HER
accounting policy BHIVE - - - - - - - - - - 405,157 405,157
- as restated 3211 1,866 99,221 (21,581) 1,603,328 16,426 592 - 14,448 158,880 1,873,181 405,157 2,278,338
Currency realignment SheEge - - - - {8,738 - - - - {3,731) 1,729 {11,460)
Share of reserves of associates AEBELEHRA - - - - - - - 3) - ( - 3)
Net expense recognized directly ~ RRE@HTEE
in equity BRZEEER - - - - 19,731) - - (3) - (9,738) 0,729) (11,463)
{Loss) profit for the period RER (58 BN - - - - - - - - (25,032) {25,032) 9,862 (15,170}
Total recognized income and LEEERY
expense for the period BARRELES - - - - (8,731 - - 3) (25,032) (34,766) 8,133 (26,633)
Dividend paid REBE - - - - - - - - (11,193} (1,193) - {11,193)
At September 30, 2004 and RORTRE
October 1, 2004 AAZTAR
—¥FMETA-A 1,866 93,221 {21,581) 1,603,328 6,695 592 - 14,445 122,655 182722 413,290 2,240,512
Currency reafignment fikE14 - - - - 12,208 - - - - 12,206 (2,545) 9,661
Share of reserves of associates B BBLAHE - - - - - - - (14,246} - {12,246 - (14,246)
Net income {expense) recognized  FREEZEEER
directly in equity ZRA(XH) EE - - - - 12,206 - - (14,246) - (2,040) (2,545) 4,585)
Realized on disposal of subsidiaries £ EHHREARR - - (556) - 7,842 - - - - 7,286 - 7,286
Release upon disposalideemed LE/BEALE
disposal of interest in associates  BEATHERE E’é - - - - - - - (7.997) - {7,997 - (.997)
Realized on liquidation of -RBELNERE
an associate - - - - 27 - - - - 27 - 27
{Loss) profit for the period FEH (S8 BN - - - - - - - - (135,893) {135,893) 51,762 (84,131)
Total recognized income and 1BRER
expense for the period BARRHEER - - (556) - 20,075 - - Q2,243 135893y (138,617) 49,217 (89,400)
Arising on acquisition of further BB - E LT
interest in a subsidiary BERES - - - - - - - - - - (12,850} {12,890)
Transfer a5 - - - {155,127) - - - - 155,127 - - -
Issue of shares BB 370 118,976 - - - - - - - 119.345 - 119,346
Share issue expenses BTRHEX - (640) - - - - - - - B40) - (640}
At March 31, 2005 R-ZBREE
ZAZ+-8
- as originally stated ~REEE5 2,236 217,557 (22,137} 1,448,202 26,770 592 - {7,798) 41,889 1,807,311 449,617 2,256,928
- effect of change in ~SHBRRD2
accounting policy (note 3) ¥8 (Wi3) - - - - - - - - 937 1937) - (937)
At March 31, 2005 RIZRIf
ZFz+-18
~ 3 restated -BEF 2,236 217,557 22,137y 1,448202 26,770 592 - (7,798) 140,952 1,806,374 449,617 2,255,991
- offect of adoption of new -RAFARRR
accounting policies fnote 3) 288 (Mi3) - - 2,137 - - - - 11,947 6,494 27,580 - 27,590
At April 1, 2005 R-FFEEMA-B
- & restated -85 2,236 7,557 - 1,448,202 26,770 592 - 4,149 134,458 1,833,964 449,617 2,283,581
Currency realignment HMERE - - - - {5,593) - - - - {5,393} 3,833 (1,760)
Share of reserves of assodiates BRBEREHE - - - - - - - 6,197 - 6,197 - 6,197
Fair value change on THEERE
available-for-sale investments AFEEZRD - - - - - - 1,183 - - 1,183 - 1,183
Net income (expense) recognized  RHFEZEEBR
directly in equity TEA \Rf‘ﬁﬁ - - - - {5,593) - 183 6,197 - 1,787 3,833 5,620
Realized on disposal of subsidiaries HEHORARE - - - - 450 - - - - 150 - 450
Profit for the period EIEE - - - - - - - - 16,388 16,388 31,645 43033
Total recognized income and 2HADERL
expense for the period WAREHGE - - - - {5,143) - 1,183 6,197 16,388 18,625 35,478 54,103
Dividend B8 - - - - - - - - {13,618) (13.418) - {13,418)
At September 30, 2005 R-BEEE
ABZ+A 2,236 217,557 - 1,448,202 21,627 592 1,183 10,346 137,428 1,839,’271 485085 2,324,266
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Condensed Consolidated Cash Flow Statement HEASEERB R

For the six months ended September 30, 2005

BEZBZELFAAZH+HIUENER

Six months ended
September 30,
BEAB=Z+BLEEA

NET CASH USED IN OPERATING ACTIVITIES
NET CASH USED IN INVESTING ACTIVITIES

NET CASH GENERATED FROM
(USED IN) FINANCING ACTIVITIES

NET DECREASE IN CASH AND

CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT BEGINNING OF THE PERIOD

EFFECT OF FOREIGN EXCHANGE

RATE CHANGES

CASH AND CASH EQUIVALENTS

AT END OF THE PERIOD

ANALYSIS OF THE BALANCES
OF CASH AND CASH EQUIVALENTS:
Bank balances and cash

Bank overdrafts

2005 2004

HK$'000 HK$°000

(Unaudited)" (Unaudited)

TEZERE —EEME

FETT FHET

(REER) (RIBE%)

EEXEDRACZESEH (395,651) (33,932)

REEKRBR 2RSS BH (673,801) (17,839)
BMEXREZ (BH)

CHE&RE 764,247 (80,126)
BehREeSHRLOER (305,205) (131,897)
HUzHetRESEH 312,625 141,094
Exzgamcosg 568 10
HRESRESEEH 7,988 9,207
ReRBSEHEERFIH:

RITEFRBAS® 26,368 33,748

BITEX (18,380) (24,541)

7,988 9,207
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Notes to the Condensed Financial Statements
For the six months ended September 30, 2005

BASIS OF PREPARATION 1. REEE

The condensed consolidated financial statements have been BRRLGAVMBEREDEREEHERS
prepared in accordance with the applicable disciosure FERAR ([BXA])#BH ETRA
requirements of Appendix 16 to the Rules Governing the Mg+ 2 ERRBRTCHRE 2 E&
Listing of Securities on The Stock Exchange of Hong Kong FTERESHOAS([EASHEQ
Limited (the "Stock Exchange”) and with Hong Kong g BEGZBERETERNEMTE B
Accounting Standard 34 “Interim Financial Reporting”, FEE]-

issued by the Hong Kong Institute of Certified Public

Accountants ("HKICPA").

PRINCIPAL ACCOUNTING POLICIES 2. FEETHE

The condernsed consolidated financial statements have been
prepared under the historical cost convention as modified
for the revaluation of certain properties and financial
instruments, which are measured at revalued amounts or
fair value, as appropriate.

The accounting policies used in the condensed consolidated
financial statements are consistent with those followed in
the preparation of the Group’s annual financial statements
for the year ended March 31, 2005 except as described
below.

In the current period, the Group has applied, for the first
time, a number of new Hong Kong Financial Reporting
Standards ("HKFRSs"), Hong Kong Accounting Standards
("HKASs™) and Interpretations (hereinafter collectively
referred to as “new HKFRSs") issued by the HKICPA that
are effective for accounting periods beginning on or after
January 1, 2005. The application of the new HKFRSs has
resulted in a change in the presentation of the income
statement, balance sheet and the statement of changes in
equity. In particular, the presentation of minority interests
and share of tax of associates have been changed under
HKAS 1 “Presentation of Financial Statements” and HKAS
27 "Consolidated and Separate Financial Statements”,
respectively. The changes in presentation have been applied
retrospectively.
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Notes to the Condensed Financial Statements R B R M=

For the six months ended September 30, 2005 EoEZERFEAR=+ALAEAR
2. PRINCIPAL ACCOUNTING POLICIES (Continued) 2. EEEHHEE (&)

The adoption of the new HKFRSs has resulted in changes RN ERBRELENTERFTEE

to the Group’s accounting policies in the following areas RUATHEZEHREFEE MAE:

that have an effect on how the results for the current or BRSSP ER s EERER 2T

prior accounting periods are prepared and presented: FRITEMETEEE:

(a)  Business Combinations (a) EBEH
HKFRS 3 “Business Combinations” is effective for EANEREEAEIRER
business combinations for which the agreement date EHIERARGEEER_TF
is on or after January 1, 2005. In the current period, FE-R—BHMUEZEKS
the Group has applied the transitional provision of HroRALE AEEEMNEEY
HKFRS 3 and the principal effects as summarized BHRESERFEIN 2 BEMEE
below: EXEEFEgReT:
Goodwill 5k
In previous periods, goodwill arising on acquisitions RBAEBE R-_FEE-FNA
prior to April 1, 2001 was held in reserves, and —HARAREREE 2 HERE
goodwill arising on acquisitions after April 1, 2001 EHE TR_ZEE-F0H—-
was capitalized and amortized over its estimated BeRENEMEE HBAER
useful life. The Group has applied the relevant b WRE G AERFREN-
transitional provisions in HKFRS 3 (the “Transitional FEECEREEMEREEE
Provision”). Goodwill previously recognized in FIR 2 HBABEEER(TRE
reserves has been transferred to the Group’s retained BIER]D) AR REBPRERZ
profits on April 1, 2005. With respect to goodwill HEER_TERAENA—-AH
arising on acquisitions after April 1, 2001 which BRERBREMN-HENNR_ZER
previously capitalized on the balance sheet and —FMA—-—BREBMELELE
included in intangible assets or included in interests EREERRREMIBETA
in associates, the Group has discontinued amortizing EEREENEGEHBEQTAM
such goodwill from April 1, 2005 onwards and EAREBERA-_ZEZAFMA~
goodwill will be tested for impairment at least HRETEHEEEEEHE M
annually. Goodwill arising on acquisitions after HERBELEFET—ORER
January 1, 2005 is measured at cost less accumuiated H-—ETRF-A-BERAR
impairment losses after initial recognition (if any). EMELCBEBREAERE
As a result of this change in accounting policy, no (B BRAERAABES
amortization of goodwill has been charged in the BEABR NGBS HEZEY
current period. In accordance with the Transitional HEABHTAEHECAHES
Provision, the Group has transferred goodwill HoRBREMER AEEER
previously held in capital reserves and other —ETREMAB—-EHBARD 5
reserves of approximately HK$13,060,000 and REFEEREMHEBEREZD
HK$22,566,000 respectively to retained profits as at 13,060,000/% 7T % 22,566,000/%
April 1, 2005 (see Note 3 for the financial impact). THEEBRERBAN (MBE

ZRME3) -
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Notes to the Condensed Financial Statements
For the six months ended September 30, 2005

2.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(a)

Business Combinations (Continued)

Excess of the Group’s interest in the net fair value
of acquiree’s identifiable assets, liabilities and
contingent liabilities over cost (previously known as
“negative goodwill”)

In accordance with HKFRS 3, any excess of the
Group's interest in the net fair value of acquiree’s
identifiable assets, liabilities and contingent liabilities
over the cost of acquisition is recognized immediately
in profit or loss in the period in which the acquisition
takes place. In previous periods, negative goodwill
arising on acguisitions prior to April 1, 2001 of
approximately HK$429,000 was held in capital reserve
and negative goodwill arising on acquisitions after
April 1, 2001 of approximately HK$225,000 was
presented as a deduction from interests in associates
and released to income based on an analysis of the
circumstances from which the balance resulted. in
accordance with the Transitional Provisions, the Group
has derecognized all negative goodwill as at April 1,
2005 of which negative goodwill of approximately
HK$429,000 previously recorded in capital reserve,
and approximately HK$225,000 previously presented
as a deduction from interests in associates (see Note
3 for the financial impact).

Owner-occupied Leasehold Interest in Land

In previous periods, owner-occupied leasehold land
and buildings were included in property, plant and
equipment measured using the revaluation model.
In the current period, the Group has applied HKAS
17 “"Leases”. Under HKAS 17, the land angd buildings
elements of a lease of land and buildings are
considered separately for the purposes of lease
classification, unless the lease payments cannot be
allocated reliably between the fand and buildings
elements, in which case, the entire lease is generally
treated as a finance lease. To the extent that the
allocation of the lease payments between the land
and buildings elements can be made reliably, the
leasehold interests in land are reclassified to prepaid
lease payments under operating leases, which are
carried at cost and amortized over the lease term on
a straight-line basis. This change in accounting policy
has been applied retrospectively and has had no
material effect on the Group’s retained profits as at
April 1, 2005 since no reliable allocation between
land and buildings can be made. The leasehold
interests in land continue to be accounted for as
property, plant and equipment.
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Notes to the Condensed Financial Statements GLEE R e e

For the six months ended September 30, 2005 HE_-_ZZERFNA=Z+HIEAEAR
2. PRINCIPAL ACCOUNTING POLICIES (Continued) 2. TEEHEE (&)
() Financial Instruments (c) FHEITA
In the current period, the Group has applied HKAS REBH AEBRATEET
32 “Financial Instruments: Disciosure and ZRENRHK (MBLIR - BER
Presentation” and HKAS 39 "Financial instruments: 2V REBEEGHEREI%H
Recognition and Measurement”. HKAS 32 requires [MRITE BRRITEI-BE
retrospective application. The adoption of HKAS 32 B EREI2N AT BB BE
has had no material effect on the presentation of MoRMmBE RS BRI E29 8
financial instruments in the financial statements of MBIAEASERNBERRCE
the Group. HKAS 39, which is effective for accounting BFREEBEREE-R-ZEE
periods beginning on or after January 1, 2005, AE—FB— B ERB e
generally does not permit to recognize, derecognize HEERZBEBEHERE30
or measure financial assets and liabilities on a Wo—RTAEHER TTH
retrospective basis. The principal effects on the Group RAHENBHEEREE-EH
as a result of implementation of HKAS 39 are ERETEREIRYEAERE Y
summarized below: TEZEHINT
Classification and measurement of financial assets HBEERVEREZSRR
and financial liabilities FrE
The Group has applied the relevant transitional FEBEHERNERGAHELNESE
provisions in HKAS 39 with respect to classification IR EMBEEER AER
and measurement of financial assets and financial HEREREEEHT ERIEIRE
liabilities that are within the scope of HKAS 39. BAZUHBEERVMBREEZS
BRTE-
By March 31, 2005, the Group classified and R-BEREFZA=+—Ha
measured its debt and equity securities in accordance AE@NERBEHERER
with the benchmark treatment of Statement of ([BHERER ) F25 2 &
Standard Accounting Practice (“SSAP”) 24. Under ERBHFERDBRREEES
SSAP 24, investments in debt or equity securities are RAEARESF - BB EREL
classified as “investment securities”, “other F450 NEB EB R EE
investments” or “held-to-maturity investments” as HBREDDEIEIREES] -
appropriate. “Investment securities” are carried at [EMiRE R [ HEBRRBR
cost less any identified impairment losses while A (WER) - [REESH | BX
“other investments” are measured at fair value, with RERCHERREEBRIE M
unrealized gains or losses included in the profit or [EmiRE | BRATRBELSE.
loss. Held-to-maturity investments are carried at WHE R SR FKER AL
amortized cost less any identified impairment losses. EREHRERENBERSE
From April 1, 2005 onwards, the Group classifies REERBRESEIER-8-F
and measures its debt and equity securities in ERERA—RE AEERE
accordance with HKAS 39. Under HKAS 39, financial ERSHEMNEIR I ERITE
assets are classified as “financial assets at fair value HEERBRAELR - BBEEEG
through profit and loss”, "available-for-sale FTRREIOR VBREENDR
investments”, "loans and receivables”, or “held-to- PIE TR ATEENBRITEIES
maturity financial assets”. The classification depends ENBREZHMBEEE] A D
on the purpose for which the assets are acquired. ERE] TERREIRIA]
“Financial assets at fair value through profit and loss” (BREBRBYBEE| - LD
and “available-for-sale investments” are carried at BREITBEAEEZENME:
fair value, with changes in fair values recognized in (BEAFBEMNEIEZBRERN
profit and loss and equity, respectively. “Loans and REZHBEE|R[AIHEE
receivables” and “held-to-maturity financial assets” REIBRTEEINE BB
are measured at amortized cost using the effective REEBEZEHRDNNBEER
interest method (see Note 3 for the financial impact). BEESPRA-[ERRER
PEIRIBEZHRAMBEEE]
FMAERMEETEZ D BER
RHEB(MBEFERMEI -
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Notes to the Condensed Financial Statements
For the six months ended September 30, 2005

2. PRINCIPAL ACCOUNTING POLICIES (Continued)

(d)

Financial assets and financial liabilities other than
debt and equity securities

From April 1, 2005 onwards, the Group has classified
and measured its financial assets and financial
liabilities other than debt and equity securities {(which
were previously outside the scope of SSAP 24) in
accordance with the requirements of HKAS 39. As
mentioned above, financial assets under HKAS 39
are classified as “financial assets at fair value through
profit or loss”, “available-for-sale financial assets”,
“loans and receivables” or "held-to-maturity financial
assets”. Financial liabilities are generally classified as
“financial liabilities at fair vatue through profit or
loss” or “other financial fiabilities”. Other financial
liabilities are carried at amortized cost using the
effective interest method. The adoption of HKAS 39
has had no material effect to the financial assets
and financial liabilities other than debt and equity
securities of the Group.

Investment in convertible notes

in the current period, the Group has applied HKAS
39 to the convertible notes it acquired during the
period. In accordance with HKAS 39, the conversion
option element of the convertible note represents
an embedded derivative instrument which is
accounted for separately from the convertible note
and, as such, to be measured at fair value when
initially recorded and at subsequent reporting dates.
The fair value of this conversion option is estimated
using a relevant option pricing model at the date of
subscription of the convertible note, and as at
subsequent reporting dates. Changes in fair value of
the conversion option of the unlisted convertible note
are recognized directly in net profit and loss. (see
Note 3 for the financial impact).
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Notes to the Condensed Financial Statements BRI BRI

For the six months ended September 30, 2005 BE_EZRFAA=Z+HIESEAR
2. PRINCIPAL ACCOUNTING POLICIES (Continued) 2. TEBEHEE (&)
()  Share-based payment f  ABRMHER
In the current period, the Group has applied HKFRS RAEE FEBRRAE SN
2 "Share-based payment” which requires an expense BRREEAE2RURHLE
to be recognized where the Group buys goods or T TARGENIRE S58
obtains services in exchange for shares or rights over BLBRGOEBOEIIERBESR
shares (“equity-settled transactions”), or in exchange BB RBRE 2 RKE ([IRAE
for other assets equivalent in value to a given number BEXS]) SN EMEEEERE
of shares of rights over shares ("cash-settled BREBTEEEROIEBRMNERNZ
transactions”). The principal impact of HKFRS 2 on RE(IRESEERS]) BIERE
the Group is in relation to the expensing of the fair RET - FATERSESL
value of directors’ and employees’ share options of E2RHAEEZFTEZEAN
the Company and its subsidiaries determined at the DERENBAREERERE
date of grant of the share options over the vesting REZCTFERINDEREER
period. Prior to the application of HKFRS 2, the Group HEHEREEQEEENE.
did not recognize the financial effect of these share EEAERVHBREENER
options until they were exercised. The Group has AR AR B BRI A
applied HKFRS 2 to shares granted on or after April MEERALEERECUBR
1, 2005. In relation to shares granted before April 1, - AEEH_TTEREWMA—
2005, the Group has not applied HKFRS 2 to shares B2 ERET2ROKAEED
granted on or before Novemnber 7, 2002 and shares BRERE2HR -ZENE_ETH
granted after November 7, 2002 and had vested FEMA-BRETPZRG BB
before April 1, 2005 in accordance with the relevant HEZAEREER AEB g
transitional provisions. The Group had no share HR=-ET-—F+—-AtHmZ
granted after November 7, 2002 and had not yet MEFZRO UAER-_FE-
vested on April 1, 2005, and accordingly, no F+—BLBEBEHIR-ZT
retrospective restatement is required. TFNA-BRIBRBZRHESR
ERAMBHREEE 2R -mHA
EEYEN-_ZET-_F+-A+t
BEETFTMR_ETRAFEOA—
HuABB RN BiULBAE
BE-
{g)  Hotel properties (gy BIEMmE
HK Interpretation 2 ("HK-Int 2”) “"The Appropriate EERBEER ([ERREE2
Accounting Policies for Hotel Properties” clarifies the S BEDEZEREGTH
accounting policy for owner-operated hotel FIREBEREIRELEBEYE
properties. In previous periods, the self-operated ZEHHE -RBTHE F&H
hotel properties of the Group’s associate were carried BANETREZBEMER
at cost less impairment amounts and were not subject REERRESEAR T TE
to depreciation. HK-Int 2 requires owner-operated HFE-EEREE2REEER
properties to be classified as property, plant and BB MERBEB S EL
equipment in accordance with HKAS 16, “Property, FloWMIME BERRBEINE
Plant and Equipment” and therefore be accounted AP B RERE WARAKE
for either using the cost mode! or the revaluation BRI EGREERXNFLAR-E
model. The Group’s associate has resolved to account EAEREERAWEAMARA
for these hotel properties using the cost model. In BUHERZBER BEF SR
the absence of any specific transitional provisions in EEEHER - LBEHEFOTE
HK-Int 2, the new accounting policy has been applied R _EEHE=ZA=+—H
retrospectively. Comparative figures have been E {EH 937,000/ 7T 2 58 B AR
restated. An adjustment of HK$937,000 has been PEEBEARREFERRD
made to decrease the share of net assets of associates REBBEF (M BEBRWES) -

and to decrease the retained profits at March 31,
2005 (see Note 3 for financial impact).
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Notes to the Condensed Financial Statements LR E L s

For the six months ended September 30, 2005 BE-—ZTEREAA=ZFHULESER
3. SUMMARY OF THE EFFECTS OF THE CHANGES IN 3. ENRREHEERE
ACCOUNTING POLICIES
The effecis of the changes in the accounting policies Mgl r € R EBH A B R
described in Note 2 on the results for the current and prior BEBREE BN T
periods are as follows:
(i) On results (i) HEE
Total
HKAS 1 HKAS 39 HKFRS 3 effects

HK$'000 HK$'000 HK$000 HK$'000
(Note 2) (Note 2) (Note 2) (Note 2)

SIHER &R HKEEH
ERL S 39%% 535K Rea

FET THET TET FET
(Bis2) (B13£2) (fiiz2) (BieE2)

For the six months
ended September 30,
2005 {(unaudited)

Decrease in realization
of negative goodwill
arising on acquisition
of an additional interest
in an associate

Decrease in amortization
of goodwill

Decrease in amortization
of trademark licenses

Decrease in amortization
of goodwill arising
on acquisition of
associates

Increase in share of
results of associates

Decrease in income tax
expense

Increase in fair value
of conversion
option of unlisted
convertible notes

fncrease in profit for
the period
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Notes to the Condensed Financia! Statements
For the six months ended September 30, 2005

3. SUMMARY OF THE EFFECTS OF THE CHANGES IN 3. ENRERLYTERE (B)
ACCOUNTING POLICIES (Continued)
(i) On income statement line items (iy HlhERIES
Total
HKAS 1 HKAS 39 HKFRS 3 effects
HK$'000 HK$'000 HK$°000 HK$'000
(Note 2) (Note 2) (Note 2} (Note 2)
BIER  @FER  HREEA
15 2399 F3% mee
F#ET FET FEL FET
(ft8x2) (Btex2) (Bi3£2) (Bt 5F2)
For the six months HEZZTZTHF
ended September 30, NA=Z+ALt
2005 (unaudited) ~E A (REER)
Decrease in administrative 17 B X 8 4
expense - - 24,405 24,405
Decrease in realization BIMWE AR
of negative goodwill NEEINERESE
arising on acquisition ZAEERD
of an additional interest
in an associate - - (12) (12)
Decrease in amortization WHEBMLLFES
of goodwill arising on ZEBHEAD
acquisition of associates - - 3,662 3,662
Increase in share of results FE{E ¥4 D &)
of associates Eg 1,029 - - 1,029
Decrease in income tax FTEMI LR
expense (1,029) - ~ (1,029)
increase in fair value ELETABRREE
of conversion LR EE
option of unlisted NEEEEM
convertible notes - 15,568 - 15,568
- 15,568 28,055 43,623
HKAS 1
HK$000
(Note 2)
EBgH
ERIE 15
FEBT
(Kr3£2)
For the six months ended BHE_ZEZTNEAAZ+H
September 30, 2004 (unaudited) EAREAR CREERZ)
Increase in share of results of associates FEIREEE D E AN 1,320
Decrease in income tax expense Fri& i B (1,320
Increase in loss for the period HANEEE M -
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Notes to the Condensed Financial Statements
For the six months ended September 30, 2005

3. SUMMARY OF THE EFFECTS OF THE CHANGES IN

ACCOUNTING POLICIES (Continued)

The cumulative effects of the new HKFRSs as at March 31

BRMBHRRME

BE—FERFAAZ+HUENEAR

3. ETHEZDIERE (&)

&Fﬁ%ﬁ%%ﬁﬂ%ﬁii E'Jiﬂ‘ﬁé:ﬁ%ﬂ

and April 1, 2005 are summarized below: EFZB=+—BR-_ETERENE—H
ZREREHLMT
As at Adjustments
March Asat on April 1, As at
31, 2005 Retrospective March 2005 Aprit
(originally adjustments 31, 2005 Others 1, 2005
stated) HKAS 27 HK-INT 2 (restated) {Note) (restated)
HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000
®
® B ZZRIE ®
ut--35.%-3 BHRE —EBEE MA-B Z221F
ZR=+-H EREH E&2ZBZT-R HEAf ©®E-H
(MRE2H) EBHFE BREZE (B (@) (B85
FHET FET TET TET TET FET
Balance sheet items KEEEE&EA
Property, plant znd equipment N BERAB 70,557 - - 70,557 - 70,557
Intangible assets BEEE 401,383 - - 401383 - 401,383
Interests in associates BEREER 636,666 - (937) 635,729 27,590 663,319
Investments in securities BEHEEE 123,534 - - 123,534 {123,534) -
Available-for-sale investments AEHERE - - - - 123,534 123534
Payment for acquisition of KE-EREREZNH
a long-term investment 35,000 - - 35,000 - 35,000
Deferred tax assats BEHEAE 18,418 - - 18,418 - 18,418
Other asset HegE 108,000 - - 108,000 - 108,000
Inventories BE 587,078 - - 587,078 - 587,078
Trade and other receivables EORAMERAE 766,277 - - 766,277 - 766,277
Investments in securities BEELE 144,435 - - 144,435  (144.435) -
fnvestments held for trading BEBERHRE - - - - 144435 144,435
Short-term loan receivables EUREER 111,851 - - 111,851 - 111,851
Short-term loan receivables from EUEHERAZ
related companies HHER 224,233 - - 224233 - 224,233
Margin loan receivables EEFRER 30,586 - - 30,586 - 30,586
Tax recoverable ARBEE 19,855 - - 19,855 - 19,855
Pledged bank deposit BERABRITER 20,014 - - 20,014 - 20,014
Bank balances and cash ROEFRES 359,603 - - 359,603 - 359,603
Trade and other payables BAREGMERRE {1,011,814) - - (1,011,814 - (1,011.814)
Margin loan payables ERFEER (253) - - (253) - {253)
Bills payable ERNEE (3,644) - - (3,644) - <3 644)
Tax Payable ERHE (91,420) - - (91,420) - 91,420)
Borrowings EE (243,351) - - (243,351) - 243 351)
Obligations under finance leases BRERNEASE (462) - - (462) - (462)
Bank overdrafts BRIEX {46,978) - - (46,978) - {46,978
Amount due to a minority -2 8
shareholder BRERE (2,526) - - (2,526) - (2,526)
Deferred tax liabilities ERFEEEE (114) - - (114 - (114)
Total effects on assets and liabilities ﬁéﬁ‘&ﬁ{iz -2 2,256,928 - (937) 2,255,991 27,590 2,283,581
Minority interests PERREER (449,617) 449,617 - - - -
1,807,311 449,617 (937) 2,255,991 27,590 2,283,581

Interim Report 2005-2006 + 25 &=




HANNY HOLDINGS LIMITED S§ B EEER AT o U
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For the six months ended September 30, 2005 BE_EERFNAZ+AHILESEA
3. SUMMARY OF THE EFFECTS OF THE CHANGES IN 3. ENRESHEERE (&)
ACCOUNTING POLICIES (Continued)
As at Adjustments
March As at  on April 1, As at
31, 2005 Retrospective March 2005 April
(originally adjustments 31, 2005 Others 1, 2005
stated) HKAS27  HKINT2  (restated) {Note)  (restated)
HKS$'000 HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
i
B B CEBBE% B
ZEE3RE BEHBE “B%Znf @WE-B ZBERE

ZAZt-8  BEed 2 ZRA=t-8 WEEfK WEA-B
(PRE2R) ENEUE BEEE (EE)N) ()  (BE3)
TR TET TAL TER FHEL TER

Share capital i 2,236 - - 2,236 - 2,236
Capital reserve BAREE (22,137 - - @13y 1249 -
Other reserves EffiE 1,685,323 - - 1,685,323 11,847 1,697,270
Retained profits FEEF 141,889 - (937) 140,952 (6,494) 134,458
Equity holders of the parent BLAREBEA 1,807,311 - {937) 1,806,374 27,590 1,833,964
Minority interests PHREER - 449,617 - 449,617 - 448,817
Total effects on total equity HaRRgsE s avE 1,807,311 448,617 (937) 2,255,991 27,580 2,283,581
Note: The adjustment of approximately HK$27,365,000 included Meg: st ARBE ORI ZEXZH
in interests in associates represents the adoption of new 27,365,000 A 2 HBRRFEH
HKFRSs by an associate of the Group. The other adjustments 2 EBMERSNRATERYBR
represent the adoption of HKAS 39 and HKFRS 3 by the FEA-HMBEERREATESH
Group. For details, please refer to Note 2. BRI ERREBUBEREEY
B3R -HEBLMME2 .

The financial effects of the application of the new HKFRSs RATERVBRSENHAERRK
to the Group’'s equity as at April 1, 2004 are summarized EEMFNA-HBrREESR BT

below: AN

As
originally As
stated HKAS 27 restated
HK$'000 HK$'000 HK$'000
EEEt

MEX28 AR 275 BED
FET FHET FHET
Share capital A& 2= 1,866 - 1,866
Capital reserve BREE (21,581) - (21,581)
Other reserves H s 1,734,016 - 1,734,016
Retained profits RE & F 158,880 - 158,880
Equity holders of the parent & QBB AIFTAE A 1,873,181 - 1,873,187
Minority interests CEREER - 405,157 405,157
Total effects on total equity BREEZZEEE 1,873,181 405,157 2,278,338
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Notes to the Condensed Financial Statements
For the six months ended September 30, 2005

SUMMARY OF THE EFFECTS OF THE CHANGES IN
ACCOUNTING POLICIES (Continued)

Change of Accounting Estimates — intangible Assets with
indefinite Useful Lives

In previous periods, intangible assets were amortized over
their estimated useful lives of ten to twenty years. HKAS
38 requires intangible assets to be assessed at the individual
asset level as having either finite or indefinite life. A finite-
life intangible asset is amortized over its estimated useful
life whereas an intangible asset with an indefinite useful
life is carried at cost less accumuiated impairment losses (if
any). intangible assets with indefinite lives are not subject
to amortization but are tested for impairment annually or
more frequently when there are indications of impairment.
In accordance with the transitional provisions in HKAS 38,
the Group reassessed the useful lives of its intangible assets
on April 1, 2005 and concluded that certain trademark
licenses with a total carrying amount of HK$226,687,000
recognized under the predecessor accounting standard have
indefinite useful lives. The Group has applied the revised
useful lives prospectively and discontinued amortizing
intangible assets with indefinite useful lives from April 1,
2005. No amortization has been charged in relation to
intangible assets with indefinite useful lives for the six
months ended September 30, 2005. Comparative figures
have not been restated.

The Group has not early applied the new accounting
standards or interpretations that have been issued but are
not yet effective. The directors of the Company are in the
progress to assess the impact on the application of these
standards or interpretations to the financial statements of
the Group.

SEGMENT INFORMATION
Business Segments

The Group is organized into four (Six months ended
September 30, 2004: four) business segments, namely
trading of computer related products, consumer electronic
products and securities and property development and
trading. These divisions are the bases on which the Group
reports its primary segment information.

Principal activities are as follows:
Trading of computer related products
Trading of consumer electronic products
Trading of securities

Property development and trading
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For the six months ended September 30, 2005 BE-—EEREANA=ZFHLSEA
4. SEGMENT INFORMATION (Continued) 4, TEER (F
Business Segments (Continued) E%o8E(E)
Six months ended September 30, 2005 BE-_ZZIFENAA=ZTHL-EAR
Trading of  Trading of Property
computer consumer development
related electronic  Trading of and
products products securities trading Consolidated
HK$'000 HK$'000 HK$000 HK$'000 HK$'000
ERER HEg7? ) NERE
EREZR ERE3 REZER kEH 58
FER FER FEL FER FER
Turnover EEE 1,898,845 670,944 113,935 118,800 2,802,524
Segment result NERE 89,572 13,124 18,694 10,795 132,185
Interest income FE-X PN 20,736
Unallocated corporate income, net ROROCERAZE 1,921
Finance costs HEER (24,140)
Share of results of associates BIEHELERE (24,126)
Impairment loss on goodwill YRE-HERELaEL
arising on acquisition of an associate 2 B BREFE (14,391)
Gain on disposal of subsidiaries MEHBLAZHZR 4,276
Profit before income tax B iSHATER 96,461
Income tax expense eI (48,428)
Profit for the period HABF 48,033
Six months ended September 30, 2004 BEZZTENFAA=Z+ALRER
Trading of Trading of Property
computer consumer development
related electronic Trading of and
products products securities trading  Consolidated
HK$'000 HK$'000 HK$°000 HK$°000 HK$°000
(Restated)
EREE HEET . NEER
EnB&S ExEs EHEE BRE Be
FEL FHEL FEIL FET FHET
(&)
Turnover EEH 1,807,432 ‘913,616 1,307 - 2,722,355
Segment result PEEE 96,648 14,824 10,409 __158) 121,825
Interest income MEBA 9,405
Allowances for short-term loans EHELERER
receivable (3,469)
Unallocated corporate expenses, net AOBECERIER (10,028)
Finance costs H%ER (9,340)
Share of results of associates A AW (30,448)
Amortization of goodwill arising on WERELAEL
acquisition of associates ZHEBEE (14,045)
Net loss on deemed disposals BEALERELAREZ
of shareholdings in associates BEFE (11,400)
Profit before income tax BREBHAET 52,500
Income tax expense MBS {67,670)
Loss for the period BRER (15,170)
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For the six months ended September 30, 2005 BPoEERTEAR=ZFHIEANEA
5. PROFIT BEFORE INCOME TAX 5. BREBRAIARN

Six months ended
September 30,
BEENLB=+HL~EAR

2005 2004
HK$°000 HK$°'000
—EERE —ERNF
FET FET
Profit before income tax has been Bk BT 2 515
arrived at after charging B (Gt A)
(crediting): AT&IE:
Allowance for bad and RIZFERER
doubtful debts 1,668 7,198
Amortization of goodwill (included BE##E (BEETHESZN)
in administrative expenses) - 13,347
Amortization of trademark licenses FiZ#F 7] & & EH 12 £ 84
and patent (included (BRETHEEIZA)
in administrative expenses) 403 12,186
Depreciation and amortization on ¥ KB REBHEZ
property, plant and equipment I E R 6,466 9,032
Share the tax of associates FEIEE 2R A RTIA
(included in share of result (BEEELBELFIEEN)
of associates) 1,029 1,320
Exchange losses &N & 11,711 838
Loss on fair value changes on BIEEERFRA
investments held for trading ARTEEZEEZEE 18,461 -
interest income T B I A (20,736) {9,405)
Net gain on trading of derivatives BEHEFBIEZ
financial instruments W28 - (15,100)
Net realized gain on disposal of HELITEFIRE
listed securities investments B W EE (21,008) {257)
Net unrealized holding loss BEEMEEL
on other investments REEEBEFHE - 4,948
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Notes to the Condensed Financial Statements
For the six months ended September 30, 2005

IMPAIRMENT LOSS ON GOODWILL ARISING ON
ACQUISITION OF AN ASSOCIATE

During the period, the directors of the Company reviewed
the carrying vatue of goodwill arising on acquisition of an
associate in previous year. The carrying amount of the
goodwill has been allocated to the Cash Generating Unit
(the "CGU") for the segments of consumer business and
healthcare business of the associate.

The recoverable amounts of the CGU have been determined
on the basis of value in use calculations. Their recoverable
amounts are based on certain similar key assumptions. The
value in use calculations of the two segments used cash
flow forecasts derived from the most recent financial
budgets for next three years using a discount rate of
approximately 10%. Management estimates discount rates
using pre-tax rates that reflect current market assessments
of the time value of money and the risks specific to the
CGU. The growth rates are based on industry growth
forecasts.

After considering the current market condition and cash
flow forecasts using a discount rate of approximately 10%,
an impairment loss of HK$14,391,000 has been identified
and recognized in the consolidated income statement.

In the opinion of the directors, no other impairment loss in
respect of the carrying value of the goodwill is considered
necessary.

INCOME TAX EXPENSE

ARB-—MBEELImEEZHERZ
HEBSR

RABE RARAEEEHNEFUE
—HEBERAMELCHBREE -
HMELEZHBEBRRREEBHE
iz BE RHEEIRERSEL
B ([ReEEEEM])-

ReELEuzREERREER
FrBEERELEEFE-REZALESE
BEOBRBETHUZEBERR FEE
Bz EBENERRERR=ZF &L
PUBBEERELZRSRERA MU
BRIREM 0%t E-BEREFAEHA
REGFTUERE ZRERRBFTHE
HeBRE T ARZREELE
UzHBERR- AHEREDREER
BERERIFRE

mEBBITHRANRFMAREERNI0%E
BRSO REBRN CHBEZIREESR
£14,391,000 T T ERESUER
R

BEERA UEVBHEEREZREE
BEEmEamRESE-
PR

Six months ended
September 30,
BHEABR=+Ri~<EA

2005 2004
HK$'000 HK$'000
—EZERE —EEME
FET FET
Current tax: WEFFIE:
Other jurisdictions Hm B EEER 51,926 44,812
Deferred tax: ELEIE
Current period (credit) charge REAR (e) T H (3,498) 22,858
48,428 67,670

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

No provision for Hong Kong Profits Tax was made for the
period as the assessable profit of subsidiaries operated in
Hong Kong was wholly absorbed by tax losses brought
forward.

EEWREEBRMELZRERESR
BMEZEBREIRIIRERITE
HREEEEE L MB LA ZBRF A
FlezdaE 2 RABEMER WAH
RYEELHEBEMNEHERE
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Notes to the Condensed Financial Statements
For the six months ended September 30, 2005

DIVIDEND

On July 22, 2005, a dividend of HK6 cents per share was
declared to shareholders as a final dividend for the year
ended March 31, 2005, amounting to HK$13,418,000.

The directors have resolved to declare an interim dividend
of HK4 cents per share in cash with scrip option (Six manths
ended September 30, 2004: Nil) should be paid to the
shareholders of the Company whose names appear on the
Register of Members on January 4, 2006.

EARNINGS (LOSS) PER SHARE

The calculation of the basic and diluted earnings (loss) per
share is based on the following data:

HAT B HRRME
BE-FEEENASFALAEA
)

R-BERE+R T8 ETAFMA
WREETRRESReEW EABE _F
EREC A=+ —RALEEEZRBR
B &S £13,418,000F L0

EFZrTRTHAESSRES4E
(FHEBUBRRE) (BE-TTEEAN
A=Z+BLERER &) FRIFER
F-ATNBRIIRBEREM L2 RAF
AR

SREBA (FE)

SREFAREERN (BR) DIRET
PIBUREE

Six months ended
September 30,
BEAR=TBL-AAR

2005 2004
HK$°000 HK$°000
TEEEE —ERNF
FHET FHET
Earnings (lcss): BF (FEE):
Earnings (loss) for the purposes of  F AT E &R B AE &
basic and diluted earnings (loss) BBEARGLERELTR
per share attributable to equity BERM (BB 2
holders of the parent BF (EE) 16,388 (25,032)
‘000 ‘000
FR FE
Number of shares; RIZEE:
Number (Weighted average RAUGTESRER
number) of ordinary shares for EBF (BB Z2EBR
the purpose of basic earnings #$E (EEHE)
(loss) per share

Effect of dilutive potential ordinary EHE L@ 2

223,628 186,553

shares on share options BEse-ERE 20,311
Weighted average number of AUTEEREEAR

ordinary shares for the purpose of (EB#8) 2 EBBRNELHH

diluted earnings (loss) per share 243,939

The computation of diluted loss per share for the six months
ended September 30, 2004 did not assume the exercise of
the Company's outstanding share options because the

exercise would result in a decrease in
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Notes to the Condensed Financial Statements
For the six months ended September 30, 2005

10.

11.

PROPERTY, PLANT AND EQUIPMENT

During the period, the Group spent approximately HK$9.6
million on purchase of furniture, fixtures and equipment
and motor vehicles.

INTERESTS IN ASSOCIATES

On March 10, 2005, the Group and PY| Corporation Limited
(formerly known as Paul Y. ITC Construction Holdings
Limited) (“PY!"), another substantial shareholder of China
Strategic Holdings Limited ("CSHL"), entered into a share
sale agreement with an independent third party for the
disposal of an aggregate 270,000,000 shares of CSHL
{representing a 15.3% interest in CSHL or 135,000,000
shares each held by the Group and PYl) for a total
consideration of approximately HK$52.1 million (the
“Proposed Disposal”). The completion of the Proposed
Disposal is subject to the completion of a proposed group
reorganization by CSHL ("CSHL Reorganization”).

On April 19, 2005, a joint announcement of CSHL and the
Group announced that the details of the CSHL
Reorganization which, if approved and implemented, will
result in, (i) CSHL continuing to be a public listed company
with its subsidiaries concentrating on its business of
manufacturing and trading of battery products, investments
in securities and property and investment in unlisted
investment; (i) all other subsidiaries of CSHL carrying on
property development and investment holding business, and
all other associates of CSHL carrying on manufacturing and
marketing of tires and business of providing package tour,
travel and other related services being grouped under Group
Dragon Investment Limited ("GDI") (a wholly-owned
subsidiary of CSHL) and its subsidiaries upon completion of
the CSHL Reorganization; and (iii) the distribution in specie
of shares in GDI to the then shareholders of CSHL on a
record date to be fixed, on the basis of one GDI share for
every share in CSHL after consolidation under the capital
reorganization.

On the same date, the Group proposed to acquire an
additional interest in GD! (the “Proposed Acquisition”)
subject to approval of the shareholders of the Company
and the completion of the CSHL Reorganization. The
Proposed Acguisition was approved by the shareholders of
the Company on October 7, 2005.

Details of the Proposed Disposal and Proposed Acquisition
are set out in a circular of the Company dated September
14, 2005. The transaction has not yet been completed at
the date of this report.
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Notes to the Condensed Financial Statements
For the six months ended September 30, 2005

12.

13.

AVAILABLE-FOR-SALE INVESTMENTS

During the period, the Group entered has subscribed three
convertible notes with an aggregate amount of HK$650
million from Cheung Tai Hong Holdings Limited, See
Corporation Limited (previously known as Ruili Holdings
Limited) and Wo Kee Hong (Holdings) Limited, all these
companies are public limited companies with their shares
listed on the Stock Exchange for a total consideration of
HK$650 million. The Group had classified all the debt
element cf the convertible notes as an available-for-sale
investments and the conversion option element of the
convertible notes as investments held for trading.

As at September 30, 2005, the fair value of the debt
element and conversion option element were approximately
HK$535,482,000 and HK$133,029,000 respectively.
Accordingly, a change in fair value of approximately
HK$2,943,000 for the debt element and approximately
HK$15,568,000 for conversion option element were
recognized in equity and profit and loss, respectively.

PAYMENTS FOR ACQUISITION OF LONG TERM
INVESTMENTS

During the period, the Group paid an aggregate of
approximately HK$115,175,000 as a tender deposit to three
independent third parties for expressing the Group’s interest
in water supply business, sand mining business and the
exploitation right for river sand business in the People’s
Republic of China (the "Potential Investments”). These
payments would be refundable from the counter parties if
the terms and conditions had not been concluded within
one year after the payments made by the Group. Up to the
report date, the terms and conditions of the Potential
Investments have not yet been concluded with the counter
parties.
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12.

13.

THEEZRE

RABER ~EBRERITERSER
B EEESEER AT (FEE AT
FaER AR AT (EE) BELR
LA 48 {818 £ 650,000,000 TRE=H
4 #£650,000,0008 L 2 0] RIAEE it
ERTIABEBRAR EROMNEX
M- AEEBBAABREBZREE
ERGPEAAIHHERE MR A
BERCEBRBRERDOBEAFBERS
2EBERE-

MN-BEAFAEZ+H BAKMDRE
BHEERGO I ATEBESHNNOA
535,482,000 7T % 133,029,000/ T -
B BIE R D #92,943,00008 7T R EHR
HAEERR 10 4915,568,0008 T2 A FBE
FBE O ORIRBERIBERER-

BERAREZAR

RESE REFSAAZUBYES
F AT 49115,175,0008 T E BEEZR
B UERTAEEENTEARAEN
BHKER EPERRALERZ
FREE(TABHZIRE]) FEB-WK
FEBNFE-FARREETEGER
Bt AZENFRSegE4TAR
WE-HEAREHER BREBEHZIEES
BHRGEEERBEEMITOSTEE.




Notes to the Condensed Financial Statements
For the six months ended September 30, 2005

14.

15.
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TRADE AND OTHER RECEIVABLES 14, EBEEZRHEMEWRIE
included within trade and other receivables is a trade debtor BEONREMNBEURBREREABH
balance of HK$624.9 million (March 31, 2005: HK$591.8 624,900,000 Tt Z E I & B K IE
million). The Group allows an average credit period of one EH(ZEERAFzZA=Z+—18:
to two months to its trade customers. 561,800,000 L) - AEBREBSE
FPRETIH—EMBE/ATEZEESH-
The following is an aged analysis of trade debtors at the RREBHZEKE SFERE ST
reporting date: T
September 30, March 31,
2005 - 2005
HK$’000 HK$'000
TEERE ZEERF
hB=+E8 ZA=+—H
FET FET
Not yet due B HR 506,123 548,407
Overdue within one month #H LR —1{E A 108,611 25,996
Overdue between one to mA—Z/mM@EA
two months 1,569 4,561
Overdue more than two months BHARBME A 8,637 12,819
624,940 591,783
TRADE AND OTHER PAYABLES 15, EBZRHEMENSRIE

Included within trade and other payables is a trade creditor
balance of HK$624.4 million (March 31, 2005 HK$564.1
million).

The following is an aged analysis of trade creditors at the
reporting date:

ESRERNENRERE BAY
624,400,000 T 2 B & B R IE
ER(ZEZEETE=ZA=Z+—81:
564,100,000 & 7T) o

RREAHZEBNESRERRS TN
T

September 30, March 31,

2005 2005

HK$'000 HK$000

—EERE ZEERF

hB=+H =R=+—8

FET FET

Not yet due R 413,801 417,919

Overdue within one month mEBLOR—@EA 147,261 74,518
Overdue between one to WE-ZWEA

two months 22,061 27,951

Overdue more than two months WESEBFIE A 41,326 43,766

624,449 564,154
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16.

17.

BORROWINGS

During the period, the Group obtained additional bank and
other loars of approximately HK$1,163.5 million which bear
interest at prevailing market rates and are repayable within
two years. The borrowings were used for general working
capital purposes. The Group also repaid bank and other
loans of approximately HK$398.8 miltion.

Borrowings included loan payables with principal balance
of HK$374.5 million (March 31, 2005: HK$149.3 million)
due to substantial shareholders and its associates of the
Company, which are unsecured, bear interest at prevailing
market rates and repayable in accordance with the respective
loan agreements, if any.

PLEDGE OF ASSETS
At the balance sheet date, the following assets were

pledged by the Group to secure banking and other financing
facilities:

A BRI

BE=

16.

17.

EERFNRA=Z+HIEANEA

it
s

2

S 9‘1 Fon %

HE O AEBEBRSEAED
3,50 oooo,%rczgﬁﬁl\ﬁ% TREAM
CEHERMEERTIBAENE
ERRFAEE-EEERDR
S EA S A EE N <,7
398,800,000 T KITREME?

N
N

1,1

=*

s
=

o R
1at#

3“#

—

ESAEENA AR IERERERE
AT 2 EREE&#%374,500,000% T
(ZEZETRF=ZA/FA=Z+—H8:
149,300,000 ) ZEREAEERL
& &fﬁﬁ?ﬁiﬂilﬂﬁ BESaHE
HER%E (nE)EE

EERR

REEER LAT R E B A% BRI
BRTEFRAMRERS:

September 30, March 31,

2005 2005

HK$'000 HK$'000

BEERE —EERE

hA=+H ZE=+—H”

FHE T FAET

Available-for-sale investments aHRE ZIEE 538,128 -
Trade and other receivables =g &E‘r&ﬂéqﬁlmf!? 235,579 105,494
Listed securities of associates GSENBZ TR 267,699 88,467
Inventories FE 182,947 -
Investments held for trading HFIFEBEBESRE 129,283 -
Land and buildings T REF 13,012 13,378
Investments in securities BHEKRE - 12,816
Bank deposit RITHER 20,244 20,014
1,386,892 240,169
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Notes to the Condensed Financial Statements

For the six months ended September 30, 2005

18.  DISPOSAL OF SUBSIDIARIES

In May 2005, the Group entered into a sale and purchase
agreement with an independent third party to dispose of
certain subsidiaries which carried out the business of trading
of computer-related products and web-site maintenance for
a total consideration of SGD 1 (equivalent to approximately
HK$5). The disposal was completed on May 31, 2005, on

HANNY HOLDINGS LIMITED ss SR BB T &

R B B 7% SR AR Y RE
BE-SEAFAA=+ALAEA

18. HEMELS

R_ZZERAFHAR AEEHEBYUE=
TRV -BEERHE MERKE12ME
TTESRASE L) BERTEKIEH
ERESRBUESEBZETHER
Bt BHER-_ETAFAE/=+—
HANELEWNBARZIZESIER TR

which date control of the disposed subsidiaries passed to EEEH) K-
the acquirer.
September 30,
2005
HK$'000
ZEERF
AB=+A
FET
Net liabilities disposed of HEZBEEE (4,726)
Currency translation reserve realized BEREELIAEE 450
(4,276)
Gain on disposal HEZ W 4,276
Total consideration BRE -
Net cash outflow arising on disposal: EHEEEZReRL ¥
Bank balances and cash disposed of EEZRITETFTRRS (73)

The subsidiaries disposed of did not make any significant
contribution to the results and cash flows of the Group

during the interim period.

HEZHEARBEASEEN T HAE 2
RERBEAEYLBELERNEAR-
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Notes to the Condensed Financial Statements GEEEIE ¥ ek

For the six months ended September 30, 2005 BE-_FERFNA=Z+HIEAEA

19. TRANSACTIONS WITH RELATED PARTIES 19. EHEBALZXS
During the period, the Group had the following significant FEEBRTHEcERBEATZSN
related party transactions: T

Six months ended
September 30,
BERAZ+TBLEAER

2005 2004
HK$'000 HK$'000
ZEZEZRF —EZTME
FET FET
Substantial shareholder and its TEBRFRREABBAL:
associates:
Interest paid and payable by the FEBEDHREMNZ
Group (note a) B (Hata) 11,306 5,245
interest received and receivable rEBCDKREERZ
by the Group (note a) B (ffiFa) 8,915 5,640
Associates: /NS
Management fee income (note b) EIEBULA (A iEh) 1,428 1,489
Rental expenses (note ¢) e (HiFc) 436 712

Details of balances with related parties at the balance sheet REER BHEALTZESBRIEFE

date are set out in the condensed consolidated balance EREHGSEERBER RN 16

sheet and in Note 16,

Notes: B aE:

a. The loans advanced to/by and the balances due by/to the a. A/ BEEEBRT CERRAEEH
Group are unsecured, bear interest at prevailing market i/ BRzREAREERR BE
rates and repayable in accordance with the respective loan BHEFEFERBEBEESEER
agresments, if any. WE(WE) FLEREER-

b. The =ransactions were determined based on terms mutually b. ZEXSNRERERAAREEZ
agread by the parties concerned. FRERE-

c. The transactions were carried out at terms in accordance c. RERSSEMABERITLZHE
with the agreement entered into between the relevant 7o
parties,
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