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100F Street North East 06015385
Washington DC 20549
US.A.

Dear Sirs, .

HANNY HOLDINGS LIMITED (“Company”) S\)? ?“

- ISIN US 4106812087

W enclose a copy of the announcement dated 11 July 2006 issued by the Company in relation to
the subscription of convertible note of Golden Harvest Entertainment (Holdings) Limited by
the Company for filing under the ISIN US 41068T2087.
Thank you for your attention.
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Yours faithfully; L2 7 &3 g
For and on bebalf of THOMEOM
HANNY HOLDINGS LIMITED FINAR AL

—

¢. Florence Kam

Company Secretary
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The Stock Exchange of Hang Kong Limited takes no re:/mnub:lzty far Y)re conrtnl: ‘nf this announcement, makes no representaiion as to its accuracy or compleieness and :xpre.::)y disclaims any liabiliry
whatsoever for any loss howsoever arising from or In rtlmuu upon lhe whale oF dny purt of the contents of this announcement.

(Incorporalzd in Bermuda with ltmuzd Ilabtln}') B
{Steck code: 375), -

Do s

SUBSCRIPTION OF CONVERTIBLE NOTE OF

GOLDEV HARVEST ENTERTAINMENT (HOLDINGS)"LIMITED

amount of HK$50 million:

of GH as enlurged by such conversion.

The Subscription under the Subscription Agceenieat and the chun

tion of the Conversion Shares upon exercise of the convérsion right aitachéd to the Con
" . . T e e e e e g .
transaction for the Compuny under tae Listing Rules. A circular containing, among other things, details of the Subscription Agréeimiedt will bé despatchied 'to the ‘Shideholders as soon as practicable.

On 10th July, 2006, the Subscriber entered |nl0 the Subscrlpum\ Agrcemcnl with GH in relation to the sibscription by the Subscnbcr ar its ncmmcc of a Convertible Note due 2008 of Gi1 in the principal

N

Upon full conversion of the Convertible Note a1 lhc Conyersion. Prlce the Subscriber W|ll be interested in a total of 227,272,727 Convcrsxon Shares reprcsenung approxlmn(:ly 14. 6% of the issued share capirul

e

tible’ Ndte eacki constitutes a discloseable

INTRODUCTION = ’ .

Qn 10th fuly, 2006, the Subscriber entered into the Subscription Agrccmenl with GH in relation to lhc

subscription by the Subscriber or its nominee of 2 Converiible Noie'due 2008 Bf GH' with a principal

amount of HK$50 million. On the same day, GH entered jnto the Cther Subscnpucn Agreements with

other subscribers on substantially the same. terms offered 1o the Sub:cr:bcr under the' Sub:cnpuen

Agreement. To the best of the knowledge, information and belief. of the Directors, and having made all

reasonable enquiries, each of (he other substribers-is a third party independent of-the Company and its

connected persons (as deftned in the Listing Rules), The totul prmclpnl dmounl of the Notes to be

issued by GH (inciuding thé Convertibte Nate) is HKSIOO miltion.. ’

The principal ternis of the Subscription Agreemen: and the Couvemble Note are detailed as follows

SUBSCRIPTION AGREEMENT

Date: 10th July, 2006

Parties ta the Subscrlplton Agreement |

(i) the Subscriber, as the subscriber for |hn Convertible Naote with prmClpd] umoum of HKSSO mllhon
by cash; and .

{ii) GH as the issuer of the Convertible Note. . .

To the best of the knowledge, information and belief of the Directors and-having made alt reasonable

¢nquirics, GH is a third party indegeadent of the Company and its connected persons and none aof the

conanecled persons of the Company holds any GH Shares.

Conditions of the Subscription Agreement

Complelion of the Subscription Agreement is conditional upon:—

(a) the Listing Committee huving granted (either unconditionally oc subject only to conditions to
which neither GH nor any of the Subscriber and other subscribers in each case reasonably abject)

the listing of and pcrmxsuon 10 deal in the Conversion Shares;

,{b)  the passing by the requisite majority required under the Listing Rules of the shareholders of GH
.in general meeting (excluding any shareholders who are not entitled to vote by reason of applicable
provisions in the Listing Rules) of a resolution for the approval, confirmation and ratification of
GH’s entry into the Subscription Agrccmenl:und GH’s performance of the transactions centemplated
therein, including the issue of the Notes and the Conversion Shares which full to be issued and
atiotted upon the exercise of the conversion rights attached to the Notes:

(c)  the issue and delivery of a legal opinion by Bermuda counsel in such form and substance as may
reusonubly be required by the Subscriber; and

(d) 1he representations, warranties and undertakings made by GH in the Subscription Agreement
being true, complete and accurate and not misleadiag in any material respect when made and
shall be true, complete and accurate, and not misleading in any material respect as at Completion.

If any of the above conditions precedent have not been fulfilled or waived by the Subscriber (in respect
of condition precedent (d) above) en or before the duy which falls on the expiry of {20 calendar days
immediately following the date of the Subscription Agreement {or such later dute as the Subscriber and
GH may agree in writing), then the Subscription A greement shall tupse immediately thereafter and be of
no further effect and neither party (o the Subscription Agreement shall have any claim agaiast or
liubility or obligation (0 ather pacty under the Subscription Agreement except for any antecedent breach.
Completion

Corpletion is 1o tuke place on the third Business Day after the date upon which the conditions stated in
the section headed “Conditions of the Subscription Agreement” above are fulfilled or, as the case may
be, wuived, or such other date as the Subscriber and GH may agree in writing.

Termination by the Subscriber

The Subscriber may by prior notice to GH terminate the Subscription Agreement al any time prior to
payment for the Convertible Note on the conmipletion date if:

{a)  there develops, occurs or comes into effect:

(i) uny event, development or change (whether oc not local, national or internationat or forming
part of a series of events, developments or changes occurring or continuing before, on and/
or after the date of the Subscription Agreement), including un eveat or change in relation to
or a development of an existing state of affairs of a politicul, mititary, industrial, financial,
economic, fiscal, regulatory or other nature, whether or not sui generis with any of the
foregoin

(i)  (he imposition of any moratorium, suspension or material restriction on trading in securities
generally on the Stock Exchange due (o exceptional financial circumstances or otherwise;

(iii) uny material and adverse chanpe in conditions of local, nutional or internutional securities
markets;

{iv} any new law or regulation or chunge in existing laws or regulations or any change in the
interpretatian or uppiication thereof by any court or other competent autherity in Hong
Kong or any other jurisdiction relevant to the GH Group which shall materially and adversely
affect (he business or the financial or trading position of GH;

N T ) -
{v) any suspeas GH Shaces for a period exceeding ten Business Duys
other than due o the clearance of any announcement required 10 be issued by GH under the

Listing Rules;

(vi) achange or development involving-a'prospective change of taxation or exchange coatrol {or
the implémentation'of exchangé controly ia Hong Kong or etsewhere which would materially
and advetsely alfect the business, financiat or trading position of GH; or

(vii} the instigation of any litigation or ciaim of material importance by any third party against
any member of the GH Group which weuld matgriaily and ndvcrsely affect the business,
financial or trading position of GH, -~ 7%+ v & we

¥ and which can reasonably be expected, in the opinion of the Subscriber acting reasonably. 10 have
or has had a m.ucnul adverse effect, upon the ccmdmon ((\n.mc:.l or otherwise} or eurnings,
- business affuirs ar business prospects of GH: ar. a

T(b)  there is any material breuch of anydf the reprcs:n(uuons. Wwarranties and uadertakings made by

GH as set out in the Subscription Agreement which has come to the knowledge of the Subscriber
or any event which has occurred ar any matter which has ariser on or afier the date of the
Subscriptian Agreement and prior to Completion which if it had occurred or arisen before the
date of the Subscription Agreement would have rendered any of such representations, warraaties
and underungs unlrue, inaccurate or m:slendmg or

(¢)  there has bécn a breach of or faiture to pcr(orm any of GH’'s obhguuous in any material respect
under the Subscription Agreement.

In the event that the Subscriber terminates the Subscription Agreement, all obligations of each of the

parties under the Subscription Agreement shall cease and deteemine and no party shall have dny claim

against any other party in respect of any matter arising out of or in ceanection with the Subscription

Agreement except for any antecedent breach.

THE CONVERTIBLE NOTE

Principal Terms

HK$50 million

HK$0.22 per GH Share, subject to customary anti-dilution adjustments

in events including share consolidation, shace subdivision,

capitatisation issue, capital disicibution, rights issue and other equity

or equity derivalive issues.

Principal amount:

Conversion Price:

Interest rate: 4% per annum, payable semi-anaually in arrears.

Maturity: The day before the date falling on the secand anniversary from the
date of Completion.
Redemption: Unless previously converted or purchased or redeemed, Gil will

cedeem the Converiible Note on the Maturity Date at the redempiion
amount which is 104% of the principal amount of the Coavertible
Note outstanding.

The yield to maturity of the Convertible Note is approximately 5.9%
per annum.

The Convertibte Note may not be (i) transferred to any person which
is not a subsidiary or holding company of the Subscriber; o¢
(ii) assigned or transferred (o a coanected person of GH, bath without
the prior written consent of GH.

Transferability:

The Subscriber shall have the right, at any time during the period
commencing on the 7th day after the date of issue of the Convertible
Note up to and inctuding the date which is 7 days prior to the Maturity
Date, to convert the whole or any part (in an amount or integral
multiple of HK$1,000,000) of the principal amount outstanding of
the Convertibte Note into GH Shares at the then prevailing conversion
price.

Conversion period:

Fractions of the GH Shares will not be issued on conversion and n¢
amount ia licu thereof shall be refunded to the Subscriber.

The Subscriber shall have the right to require GH to redeem all (bw
not part onty) of the outstanding principal amount of the Coaverlible
Note at 104% of the principal amount of the Convertible Nate
outstanding together with accrued but unpaid interest whea (a) any
person or persons acting togelher acquires conirol (meaning a holding
or aggregate holdings of mare than 50% of the voting rights) of GH
or (b) GH consolidates with or merges into or sells or transfers all or
substantially atl of its assets to another person or persons acquiring
control (meaning a holding or aggregate holdings of more than 50%
of the voting rights) over GH or the successor cntity. To the best of
the knowledge, information and belief of the Direciors, there is no
controlling shacehelder (as defined in the Listing Rules) in GH.

Put right of the Subscriber:




In the event of the occurrence of certain events of default specified in
the Convertible Note, which include customary events of default such
us delisting of the GH Shares or prolonged suspension due to defauli
of GH or any ol ils directors, officers, employees or agents {other
than us a result of a general offer), default in interest on the
Converlible Note or principal payment when due, breaches of the
terms of the Convertible Note and faiting to take remedy action,
insolvency or winding up events, defaults on other indebledness
payment obligations by GH or any of its major subsidiaries, the
Subscriber may also require GH to redeem a1 100% of the principal
amount of the Convertible Note then outstunding plus inlerest accrued.

The Subscriber will not be entitled to receive notice of, attend or
vote at any general meetings of GH by reason only of it being the
holder of the Convertible Note,

Voting:

No application will be made for the listing of, or permission o deal
in, the Converlible Note on the Stock Exchange or any other siock
exchange. An application will be made to the Listing Commiitee by
GH for the listing of, and permission 1o deal in, the Conversion
Shares to be issued as a resuhl of the exercise of the conversion rights
attached to the Convertible Note.

Listing:

The obligations of GH arising under the Notes constitute
general, unsubordinuted, direct, unconditional and unsecured
obligutions of GH and shall a1 all times rank equally among
themselves and pari passu with obligations of GH under the
convertible notes in the aggregate principal amount of HK$20
million issued by GH on 23rd May, 2006 and all other present
and future uasecured and unsubordinated obligations of GH
excepl for obligations accorded preference by mandatory
provisions of applicable law.

Runking: (i)

{ii) The Conversion Shares 1o be issued us a result of the exercise
of the conversion rights attached to the Convertible Note will
rank pari passu in all respects with alt other GH Shares in issue
at the date of conversion of the Convertible Note.

Conversion Shares

As at the date of this anuouncement, neither the Company nor any of its subsidiaries (including the
Subscriber) holds any GH Shares or other convertible securities of GH, On the basis of the 1,330,309,375
GH Shares in issue as at the dute of this snnouncement and assuming the viber three subsceribers of the
Notes not exercising their conversion rights, upon full conversion of the Convertible Note at the initial
Conversion Price of HK$0.22 per Conversion Share, the Subscriber will be interested in a total of
227,272,727 Conversion Shares, representing approximately 14.6% ol the issued share cupital of GH as
enlurged by such conversion. Should the Noies be exercised in full by the Subscriber und afl other three
subscribers of the Notes at the initial Conversion Price of HK$0.22 per Conversion Share, the Subscriber
will be interested in approximately 12.7% of the issued share capilal of GH as enlarged by the full
conversion of the Notes. :

As at the date of this announcement, no decision has been made as to whether or when or the extent to
which the conversion rights attached to the Convertible Note are to be exercised by the Subscriber.

Conversion Price

The Conversion Price of HK$0.22 per GH Shure was arrived at after arm’s length negotiations between
the Subscriber and GH with reference 10 the unaudited consolidated net asset value of GH attributable
10 its shareholders of approximately HK30.31 per GH Share as at 315t December, 2005 and the prevailing
markel price of the GH Shares prior to the suspension of trading in the GH Shares. The Conversion
Price represents:

(i) a premium of approximately 46.7% over the closing price of HK30.15 per GH Share as quoted on
the Stock Exchange on 10th July, 2006, being the last trading day (the “Last Trading Day") prior
10 the suspension of trading in the GH Shares pending she retease by GH of the announcement in
relation 10 the issue of the Notes;

(i1) a premium of approximately 46.7% over the average closing price of HK$0.15 per GH Share for
the last 5 trading days up to and including the Last Trading Day;

(iii) u premium of approximately 47.8% over the average closing price of HK$0.1438 per GH Share
for the last 30 trading days up to and including the Last Truding Day: und

(iv) a discount of approximately 29.0% to the unaudited consolidated net asset value of GH vuiribotable
1o ils sharehotders of upproximately HK$0.31 per GH Share (based on the unaudited consolidated
net usset value of GH attributable to its shareholders of approxinately HK$413,682,000 as at
3ist December, 2005, being the date to which the iatest d lidated financial
of the GH Group were made up, and the issued share capital of 1,330,309,375 GH Shares as at
that date).

INFORMATION ON GH

The principal activities of the GH Group and its associated companies and jointly controlled entities
consist of worldwide film and video distribution, film exhibition in Hong Kong, Malaysia, Singapore,
Taiwan and Mainland China and the operation of a film processing business in Hong Kong.

According to the annuval report of GH for the year ended 30th June, 2005, the GH Group recorded an
audited consoliduted turnover of approximately HK$203.2 million and HK$218.5 million for cach of
the two years ended 30th June, 2005 and 2004 respectively. The audited consolidated loss before and
after tuxation und minority interests of the GH Group for the year ended 30th June, 2005 were
approximately HK$0.7 million and HK$12.9 miilion respectively. The audited consolidated loss before
and after taxation and minority interests of the GH Group for the year ended 30th June, 2004 were
approximately HK$0.9 million and HK$11.7 million respectively. As stated in the interim report of GH,
the GH Group recorded an unaudited consolidated turnover of approximately HK$265.2 million and
HK$98.3 million for the six-manths ended 31st December, 2005 and 2004 respectively. The unaudited
consolidated profit before and afler taxation and minority interests.of the GH Group for the six months
ended 348t December, 2005 were approximately HK$5.2 million and HK$5.1 million respectively. The
unuudited conselidated net asset value of GH atributable to its shareholders was approximately HK$413.7
million s at 31st December, 2005.

FINANCIAL EFFECTS OF THE SUBSCRIPTION

At present, the Group intends to fund the Subscription by its internal resources. 1t is expecied that the
Subscription would nol hiave material impact on the net asset position of the Group. The interest income
lo be generated from the Convertible Note will enhance the revenue and income base of the Group.
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REASONS FOR THE SUBSCRIPTION

The Group is principally engaged in the trading of securitics, property investment and irading, holding
of vessels for sand mining and other strategic invesiments including investments in associated companies
which are listed on the Stock Exchange and the Singapore Exchange Limited and long-term convertible
noles issued by compunies listed on the Stock Exchunge. The Company itself is an investment holding
company.

In view of the improved financial results of the GH Group for the six months ended 31st December,
2005, the Directors are oplimistic about the business prospects of GH. The conversion right attached 10
the Convertible Note gives the Group a right but not an obligation to acquire equity interests in GH.
This offers the Group a two-year period to observe the financial performance of the GH Group and the
market performance of the GH Shares, and an opporiunily to acquire an equity stake in GH and caplure
potential capilal gain should the share price of the GH Shares be at a markel price exceeding the then
Conversion Price, The Convertible Note also provides the Group with a stable return on investment.

LISTING RULES IMPLICATIONS

The Subscription under the Subscription Agreement and the acquisition of the Conversion Shares upon
exercise of the conversion right atlached to the Convertible Note each constitutes a disclosezble trunsuction
for the Compuny under the Listing Rules, A circular containing, among other things, details of the
Subscriplion Agreement will be sent 1o the Shareholders as soon as practicable.

DEFINITIONS
In this announcement, the following terms have (he following meanings:~

means any day other than a Saturday on which banks in Hong Kong
are open for business

“Business Day”
“Company” Hanny Holdings Limited, a company incorporated in Bermuda with
limited liability, the shares of which are listed on the maia board of
the Stock Exchange

“Completion” comptletion of the Subscription Agreement

“connected person” has the meaning as defined in the Listing Rules

“Convertible Note™ the Note with principal amount of HK$50 million 1o be subscribed
by the Subscriber or its nominee pursuant 1o the Subscription

Agreement

the conversion price of the Convertible Note of HK$0.22 per GH
Share (subject 10 adjusiments)

“Conversion Price”

new GH Shares which would fall to be issued by GH upon the exercise
of the conversion rights attached to the Notes at the then prevaiting
conversion price

“Conversion Shares™

“Director(s)” director(s) of the Company

“GH” Golden Harvest Entertainment (Holdings) Limited. a compuny
incorporated in Bermuda with limited liability, the shares of which
are listed on the main board of the Stock Exchange

“GH Group” GH and its subsidiaries

“GH Shares” ordinary share(s) of HK$0.10 cach in the share capital of GH

“Group” the Company and its subsidiarics

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

“Hong Kong"
“Listing Commiltee™ the listing sub-commitiee of the Stock Exchange
“Listing Rules” the Rules Governing the Listing of Securities on the Stock Eachange
the day before the date falling on the second anniversary from the
date of Completion, or, if that is not & Business Day, the first Business
Day thereafier

“Maturity Dale”

the 4% convertible notes in the aggregate principat amount of HK$100
million (including the Converlible Note) proposed to be issued by
GH, which entitle the holder(s) of which to convert the principal
amount outstanding into the Conversion Shares ot the then prevailing
conversion price and “Note™ shall be consirued accordingly

“Notes™

“Other Subscription Agreements™ three other subscription agreements all daied 101k July, 2006 for the
subscription of the Notes (excluding the Convertible Note) with an
aggregate principal amount of HK$50 miltion entered into between
GH and three other subscribers

“Share(s)” ordinary share(s) of HK$0.01 each in the issued share capital of the
Company
“Sharcholder(s)” holder(s) of the Share(s)

“Subscriber” Quick Target Limited, a company incorporated in the British Virgin
Islands with limited liability on 3rd May, 2006 and a wholly-owned

subsidiary of the Company

the subscription of the Convertible Note by the Subscriber or its

nominee pursuant to the Subscription Agreement

“Subscription Agreement™ the I subscription ag: dated 10th Juty, 2006 entered
inlo between the Subscriber and GH in relation 10 the Subscription,
subject to the terms and conditions contained therein

“Subscription”

“Stock Exchange”
“HK$"

“o% per cent.

The Stock Exchange of Hong Kong Limited

Hong Kong dollars, the lawful currency of Hong Kong

As al the date of this announcement, the Directors are as follows:

Executive Direclors: Independent Non-executive Directors:

Dr. Chan Kwok Keung, Charles (Chairman) Mr. Yuen Tin Fan, Francis

Dr. Yap, Allan (Managing Director) Mr. Kwok Ka Lap, Alva

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

(Deputy Managing Director) Mr. Sin Chi Fai
By order of the board
HANNY HOLDINGS LIMITED
Dr. Chan Kwok Keung, Charles
Chairman

Hong Kong, tIth July, 2006




