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THE CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to any aspect of this circular or as to the action to be taken, you should
consult your licensed securities dealer or other registered dealer in securities, bank manager, solicitor,

professional accountant or other professional adviser.

If you have sold or transferred all your securities in Hanny Holdings Limited, you should at once hand
this circular and the accompanying form of proxy to the purchaser or transferee or to the bank, stockbroker
or other agent through whom the sale or the transfer was effected for transmission to the purchaser or

transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this circular,
makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever
for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this
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(Stock Code: 275) 2
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. REPURCHASE SHARES .
AND . B!
NOTICE OF ANNUAL GENERAL MEETING '

A notice convening the annual general meeting of Hanny Holdings Limited to be held at Conference
Room, 11th Floor, Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon, Hong Kong on
Friday, 1 September 2006 at 10:30 a.m. is set out in Appendix III to this circular. Whether or not the
shareholders of the Company intend to attend such meeting, please complete and return the enclosed
form of proxy in accordance with the instructions printed thereon and return it to the branch share
registrar of the Company in Hong Kong, Secretaries Limited at 26th Floor, Tesbury Centre, 28 Queen’s
Road East, Wanchai, Hong Kong as soon as possible and in any event not less than 48 hours before the
time appointed for holding such meeting. Completion and return of the form of proxy will not preclude
the shareholders from attending and voting at the meeting or any adjourned meeting if they so wish.

31 July 2006
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DEFINITIONS

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

following meanings:

“AGM”

“associates”
“Board”
“Bye-Laws”

“Company”

“Convertible Bonds”

“Director(s)”

“HK$”

“ITC”

“Latest Practicable Date”

“Listing Rules”

“New Issue Mandate”

“Notice”

“Repurchase Mandate”

“SFO”

“Share(s)”
“Shareholders”
“Stock Exchange”
“Takeovers Code”

u%n

the annual general meeting of the Company to be convened and held at
Conference Room, 11th Floor, Paul Y. Centre, 51 Hung To Road, Kwun
Tong, Kowloon, Hong Kong on Friday, 1 September 2006 at 10:30 a.m.
or any adjournment thereof (or as the case may be);

the same definition as described under the Listing Rules;
the board of Directors;
the bye-laws of the Company;

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

convertible bonds of the Company which is convertible into Shares at a
conversion price of HK$9 per Share (subject to adjustment);

the director(s) of the Company;

Hong Kong Dollars, the lawful currency of Hong Kong Special
Administrative Region of the People’s Republic of China;

ITC Corporation Limited, a company incorporated in Bermuda with
limited liability, and the ordinary shares and preference shares of which
are listed on the main board of the Stock Exchange;

26 July 2006, being the latest practicable date prior to the printing of
this circular;

the Rules Governing the Listing of Securities on the Stock Exchange;

a general mandate proposed to be granted to the Directors to exercise
the power of the Company to issue new Shares on the terms set out in
the Notice of AGM;

the notice convening the AGM;

a general mandate proposed to be granted to the Directors to exercise
the power of the Company to repurchase Shares on the terms set out in
the Notice of AGM;

the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong
Kong);

share(s) of par value of HK$0.01 each in the capital of the Company;
the shareholders of the Company;

The Stock Exchange of Hong Kong Limited;

the Code on Takeovers and Mergers;

per cent.




LETTER FROM THE BOARD

Executive Directors:

HANND

VISIONS AHEAD

HANNY HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

(Stock Code: 275)

Dr. Chan Kwok Keung, Charles (Chairman)

Dr. Yap, Allan (Managing Director)

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

Independent Non-Executive Directors:

Mr. Yuen Tin Fan, Francis
Mr. Kwok Ka Lap, Alva

Mr. Wong King Lam, Joseph
Mr. Sin Chi Fai

To the Shareholders and, for information only,
to the holders of the Convertible Bonds and
the holders of share options granted under

the Company’s share option scheme

Dear Sir or Madam,

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

Head office and principal place of
business in Hong Kong:

8th Floor, Paul Y. Centre

51 Hung To Road

Kwun Tong

Kowloon

Hong Kong

31 July 2006

PROPOSED RE-ELECTION OF DIRECTORS,
PROPOSED GENERAL MANDATES TO ISSUE AND

REPURCHASE SHARES
AND

NOTICE OF ANNUAL GENERAL MEETING

INTRODUCTION

At the forthcoming AGM of the Company to be held on Friday, 1 September 2006, the following

resolutions will be proposed, among other things:

(a) to re-elect Dr. Yap, Allan and Mr. Sin Chi Fai, who will retire at the AGM in accordance
with the Bye-Laws, as directors of the Company;

(b)  to grant to the Directors a general mandate to repurchase Shares not exceeding 10% of the
aggregate nominal value of the share capital of the Company in issue as at the date of
passing such resolution;




LETTER FROM THE BOARD

(c) to grant to the Directors a general mandate to allot, issue and deal with additional Shares
and to make or grant offers, agreements, options and warrants not exceeding 20% of the
aggregate nominal value of the share capital of the Company in issue as at the date of
passing such resolution; and

(d) to add to the general mandate for issuing Shares set out in (¢) above the number of Shares
repurchased by the Company pursuant to the Repurchase Mandate set out in (b) above.

PROPOSED RE-ELECTION OF DIRECTORS

In accordance with bye-laws 87(2) and 87(3) of the Bye-Laws, Dr. Yap, Allan will retire from
office by rotation and, being eligible, offer himself for re-election at the forthcoming AGM.

In accordance with bye-law 86(2) of the Bye-Laws, Mr. Sin Chi Fai who was appointed during the
period from the last AGM to the date of this circular, will retire and, being eligible, offer himself for
re-election at the forthcoming AGM.

Information as required to be disclosed under the Listing Rules is set out in Appendix I to this
circular.

PROPOSED GENERAL MANDATE TO REPURCHASE SHARES

At the AGM, it will be proposed, by way of an ordinary resolution, that the Directors be given a
general and unconditional mandate to exercise all powers of the Company to repurchase Shares on the
Stock Exchange up to a maximum of 10% of the share capital of the Company in issue at the date of
passing the ordinary resolution.

An explanatory statement containing information relating to the Repurchase Mandate as required
pursuant to the Listing Rules, is set out in Appendix II to this circular.

PROPOSED GENERAL MANDATE TO ISSUE NEW SHARES

At the AGM, it will also be proposed, by way of an ordinary resolution, that the Directors be given
a general and unconditional mandate to exercise all powers of the Company to issue new Shares up to a
maximum of 20% of the share capital of the Company in issue at the date of passing the ordinary
resolution. In addition, it is further proposed, by way of a separate ordinary resolution, that the New
Issue Mandate be extended so that the Directors be given a general mandate to issue further Shares with
an aggregate nominal value equal to the aggregate nominal value of the share capital of the Company
repurchased under the Repurchase Mandate.

AGM

A notice convening the AGM with the resolutions, among other matters, is appended hereto as
Appendix III to this circular. Whether or not the Shareholders are able to attend the meeting, they are
requested to complete the enclosed form of proxy and return it to the Company’s branch share registrar in
Hong Kong, Secretaries Limited at 26th Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong
Kong as soon as possible and in any event not later than 48 hours before the time of the meeting.
Completion and return of the form of proxy will not preclude the Shareholders from attending and voting
at the meeting should they wish to do so.
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PROCEDURES FOR DEMANDING A POLL

A resolution put to the vote of a meeting shall be decided on a show of hands unless (before or on
the declaration of the result of the show of hands or on the withdrawal of any other demand for a poll) a

poll is demanded:

(a)
(b)

()

(d)

~

by the Chairman; or

by at least three members present in person (or, in the case of a member being a corporation,
by its duly authorised representative) or by proxy for the time being entitled to vote at the
meeting; or

by a member or members present in person (or, in the case of a member being a corporation,
by its duly authorised representative) or by proxy and representing not less than one-tenth
of the total voting rights of all members having the right to vote at the meeting; or

by a member or members present in person (or, in the case of a member being a corporation,
by its duly authorised representative) or by proxy and holding shares in the Company
conferring a right to vote at the meeting being shares on which an aggregate sum has been
paid up equal to not less than one-tenth of the total sum paid up on all shares conferring that
right.

A demand by a person as proxy for a member shall be deemed to be the same as a demand by the

member.

RECOMMENDATION

The Directors are of the opinion that (i) the re-election of the retiring Directors and (ii) the grant
of the Repurchase Mandate and the New Issue Mandate are in the best interests of the Company and its
Shareholders as a whole and accordingly recommend all the Shareholders to vote in favour of the

‘relevant resolutions to be proposed at the AGM.

GENERAL

Copies of the Company’s memorandum of association and Bye-Laws will be available for inspection
at the principal place of business of the Company in Hong Kong at 8th Floor, Paul Y. Centre, 51 Hung To
Road, Kwun Tong, Kowloon, Hong Kong during normal business hours from the date of this circular up
to and including the date of the AGM.

Yours faithfully,

For and on behalf of the Board of
Hanny Holdings Limited
Dr. Chan Kwok Keung, Charles
Chairman




APPENDIX 1 DETAILS OF DIRECTORS PROPOSED FOR RE-ELECTION

PARTICULARS CONCERNING DIRECTORS SEEKING RE-ELECTION AT THE AGM

Dr. Yap, Allan, aged 50, joined the Company in 1995 and was appointed as Deputy Managing
Director in December 1997. In November 2000, he was appointed as Managing Director of the Company.
He obtained the Honorary degree of Doctor of Laws and has over 24 years’ experience in finance,
investment and banking.

Dr. Yap is an executive director of Wing On Travel (Holdings) Limited, a company whose shares
are listed on the main board of the Stock Exchange. He is the chairman and chief executive officer of
China Enterprises Limited, a company whose shares are traded on the QTC Bulletin Board in the United
States of America as well as Burcon NutraScience Corporation, a company whose shares are listed on the
TSX Venture Exchange in Canada and the Frankfurt Stock Exchange in Germany. Dr. Yap is an executive
chairman of PSC Corporation Ltd, Intraco Limited and Tat Seng Packaging Group Ltd., all of which are
public listed companies in Singapore. He is also the chairman of MRI Holdings Limited, a company
whose shares are listed on the Australian Stock Exchange.

Dr. Yap previously held directorships as vice chairman of China Strategic Holdings Limited (October
2000 to June 2006) and director of Dong Fang Gas Holdings Limited (now known as Pacific Century
Premium Developments Limited) (September 2002 to May 2004). Save as disclosed above, Dr. Yap has
not held any directorships in other listed public companies in the last three years.

As at the Latest Practicable Date, Dr. Yap has personal interest in 1,600,000 Shares, representing
approximately 0.65% of the issued share capital of the Company and an interest in 3,250,000 underlying
shares of equity derivatives of the Company within the meaning of Part XV of the SFO. Save as disclosed
above, Dr. Yap does not have any relationships with any Directors, senior management or substantial or
controlling shareholders of the Company.

Dr. Yap has not entered into any service contract with the Company, nor is he appointed for a
specific term, but he is subject to retirement by rotation and is eligible for re-election at the AGM in
accordance with the Bye-Laws. Dr. Yap is entitled to receive an emolument of HK$2,412,000 (inclusive
of salary, bonus payment and MPF contributions) from the Company for the financial year ended 31
March 2006 for the performance of acting as an Executive Director of the Company. Such emolument is
determined and reviewed by the Board from time to time with reference to the performance and profitability
of the Company as well as remuneration benchmark in the industry and the prevailing market conditions.

Save as disclosed above, there is no information that is required to be disclosed pursuant to Rule
13.51(2)(h) to (v) of the Listing Rules, and there is no other matters that need to be brought to the
attention of the Shareholders in relation to the re-election of Dr. Yap.

Mr. Sin Chi Fai, aged 46, was appointed as Independent Non-Executive Director of the Company
in December 2005. He is also a Member of the Audit Committee of the Company. He obtained a diploma
in Banking from The Hong Kong Polytechnic (now known as The Hong Kong Polytechnic University).
He has over 11 years’ experiences in banking field and has 11 years’ sales and marketing experiences in
information technology industries. Mr. Sin is a director and a shareholder of a Singapore company
engaging in distribution of data storage media and computer related products in Asian countries.

Mr. Sin is currently an independent non-executive director of China Strategic Holdings Limited
and Wing On Travel (Holdings) Limited. Mr. Sin had been an independent non-executive director of
Capital Estate Limited. The shares of all these companies are listed on the main board of the Stock
Exchange. Save as disclosed above, Mr. Sin has not held any directorships in other public listed companies
in the past three years.
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As at the Latest Practicable Date, Mr. Sin does not have any interest in Shares within the meaning
of Part XV of the SFO.

Mr. Sin was previously a director of a subsidiary in Singapore of the Company (the “Subsidiary™)
from 27 March 2002 to 12 January 2003 and was re-designated as an independent non-executive director
from 13 January 2003 (on which date the shareholders of the Subsidiary had approved the Subsidiary to
be deregistered) to 14 January 2004 (on which date the Subsidiary was struck off). Mr. Sin does not have
any relationships with any Directors, senior management or substantial or controlling shareholders of the
Company.

Mr. Sin has not entered into any service contract with the Company, but there is an appointment
letter which has been signed between Mr. Sin and the Company. Mr. Sin is subject to retirement by
rotation and is eligible for re-election at the AGM in accordance with the Bye-Laws. Mr. Sin is entitled
to receive director’s fee of Singapore dollars of 10,000 per annum (without bonus payments and other
benefits) for the performance of acting as an Independent Non-Executive Director and a Member of the
Audit Committee of the Company. Such emolument is determined and reviewed by the Board from time
to time with reference to the performance and profitability of the Company as well as remuneration
benchmark in the industry and the prevailing market conditions.

Save as disclosed above, there is no information that is required to be disclosed pursuant to Rule
13.51(2)(h) to (v) of the Listing Rules, and there is no other matters that need to be brought to the
attention of the Shareholders in relation to the re-election of Mr. Sin.




APPENDIX 11 EXPLANATORY STATEMENT ON REPURCHASE MANDATE

This Appendix serves as an explanatory statement, as required by the Listing Rules, to provide all
the information in relation to the Repurchase Mandate for your consideration.

SHARE CAPITAL

As at the Latest Practicable Date, there were 247,179,630 Shares in issue and the Convertible
Bonds with the outstanding principal amount of HK$770,973,210 which is convertible into 85,663,690
Shares.

Subject to the passing of the relevant ordinary resolution and on the assumption that there will be
no variation in the issued Shares and the Convertible Bonds prior to the date of the AGM, the Company
would be allowed to repurchase up to a maximum of 24,717,963 Shares.

REASONS FOR THE REPURCHASES

The Directors believe that it is in the best interests of the Company and its Shareholders to have
general authority from the Shareholders to enable the Directors to repurchase Shares on the Stock
Exchange. Such repurchase may, depending on marketing conditions and funding arrangements at the
time, lead to an enhancement of the net asset value per Share of the Company and/or its earnings per
Share and will only be made when the Directors believe that such repurchase will benefit the Company
and its Shareholders.

FUNDING OF THE REPURCHASES

It is proposed that the repurchases of Shares under the Repurchase Mandate would be financed
from available cash flow or working capital facilities of the Company and its subsidiaries. In repurchasing
the Shares, the Company may only apply funds legally available for such purpose in accordance with its
memorandum of association and Bye-Laws and the laws of Bermuda. The laws of Bermuda provide that
the amount of capital repaid in connection with a share repurchase may only be paid out of either the
capital paid up on the relevant Shares, or funds of the Company which would otherwise be available for
dividend or distribution or the proceeds of a new issue of Shares made for the purpose of the repurchase.
The amount of premium payable on the repurchase may only be paid out of either funds of the Company
which would otherwise be available for dividend or distribution or out of the share premium account
before the Shares are repurchased.

There might be a material adverse impact on the working capital or gearing position of the
Company (as compared with the position disclosed in the latest published audited accounts of the Company
for the year ended 31 March 2006), in the event that the proposed Repurchase Mandate was to be
exercised in full at any time during the proposed repurchase period. However, the Directors do not
propose to exercise the Repurchase Mandate to such extent as would, in the circumstances, have a
material adverse effect on the working capital requirements or the gearing levels of the Company which
in the opinion of the Directors are from time to time appropriate for the Company.
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SHARE PRICES

The highest and lowest prices at which the Shares have been traded on the Stock Exchange in each
of the previous twelve months prior to the printing of this circular were as follows:

Per Share
Highest Lowest
HK$ HK$
2005
August 3.550 3.125
September 4.100 3.325
" October 4.550 3.725
November 4.200 3.550
December 4.000 3.650
2006
January 5.300 3.700
February 5.600 4.450
March 5.050 4.475
April 4.900 4,650
May 4.850 4.000
June ' 4.575 3.600
July (up to the Latest Practicable Date) 3.650 2.500

DISCLOSURE OF INTERESTS

None of the Directors nor, to the best of their knowledge and belief having made all reasonable
enquiries, any of their associates has any present intention, in the event that the Repurchase Mandate is
approved by the Shareholders, to sell any of the Shares to the Company.

No connected person (as defined in the Listing Rules) has notified that he/she has a present
intention to sell any of the Shares to the Company, or has undertaken not to do so, in the event that the
Repurchase Mandate is approved by the Shareholders.

UNDERTAKING OF THE DIRECTORS

The Directors have undertaken to the Stock Exchange that, so far as the same may be applicable,
they will exercise the powers of the Company to make repurchase pursuant to the proposed resolution in
accordance with the Listing Rules and the laws of Bermuda.

EFFECT OF THE TAKEOVERS CODE

If a shareholder’s proportionate interest in the voting rights of the Company increases as a result
of the Directors exercising the powers of the Company to repurchase Shares pursuant to the Repurchase
Mandate, such increase will be treated as an acquisition of voting rights for the purpose of Rule 32 of the
Takeovers Code. Accordingly, a shareholder or group of shareholders acting in concert, could obtain or
consolidate control of the Company and become obliged to make a mandatory offer in accordance with
Rule 26 of the Takeovers Code.
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To the best knowledge of the Company and as at the Latest Practicable Date, ITC beneficially
interested in 57,614,951 Shares, representing approximately 23.31% of the issued share capital of the
Company and the Convertible Bonds with the outstanding principal amount of HK$95,966,280 (“ITC
Convertible Bonds”) which is convertible into 10,662,920 Shares. Dr. Chan Kwok Keung, Charles,
through companies wholly-owned by him, controls more than one-third of the voting rights of ITC.

Assuming that none of the outstanding share options and the Convertible Bonds are exercised prior
to the AGM and there are no alteration to the existing shareholdings of ITC, exercise of the Repurchase
Mandate in full in accordance with the terms of the ordinary resolution to be proposed at the AGM, the
shareholding of ITC in the Company would be increased to approximately 25.90% of the issued share
capital of the Company. It will not give rise to an obligation for ITC to make a mandatory offer under
Rule 26 of the Takeovers Code.

Assuming that the conversion rights attached to ITC Convertible Bonds are exercised in full and
none of the outstanding share options are exercised prior to the AGM, ITC will then be beneficially
interested in 68,277,871 Shares, representing approximately 26.48% of the then issued share capital of
the Company. In the event that the exercise of the Repurchase Mandate in full in accordance with the
terms of the ordinary resolution to be proposed at the AGM, the shareholding of ITC in the Company
would be increased to approximately 29.29% of the issued share capital of the Company. It will not give
rise to an obligation for ITC to make a mandatory offer under Rule 26 of the Takeovers Code.

Assuming that there is no further issue of Shares between the Latest Practicable Date and date of
repurchase, the exercise of Repurchase Mandate whether in whole or in part will not result in the number
of shares being reduced to less than 25% of the issued share capital of the Company being held by the
public as required by Rule 8.08 of the Listing Rules. The Directors have no intention to exercise the
Repurchase Mandate to an extent as may result in a public shareholding of less than such prescribed
percentage.

SHARE REPURCHASES MADE BY THE COMPANY

No repurchase of the Shares (whether on the Stock Exchange or otherwise) has been made by the
Company during the six months preceding the date of this circular.
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1.

HANND

VISIONS AHEAD

HANNY HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

(Stock Code: 275)

NOTICE IS HEREBY GIVEN that the Annual General Meeting of Hanny Holdings Limited (the
“Company”) will be held at Conference Room, 11th Floor, Paul Y. Centre, 51 Hung To Road, Kwun
Tong, Kowloon, Hong Kong on Friday, 1 September 2006 at 10:30 a.m. for the following purposes:

To receive, consider and adopt the audited financial statements for the year ended 31 March 2006
and the Reports of the Directors and the Auditors thereon.

To declare a final dividend for the year ended 31 March 2006.

To re-elect Directors and to authorise the Board of Directors to fix the Directors’ remuneration for
the ensuing year.

To re-appoint auditors and authorise the Board of Directors to fix their remuneration,

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

“THAT:

(a)

(®)

©

subject to paragraph (b) of this resolution, the exercise by the Directors of the Company
(“Directors™) during the Relevant Period (as hereinafter defined) of all the powers of the
Company to repurchase shares of HK$0.01 each in the capital of the Company (“Shares”)
on The Stock Exchange of Hong Kong Limited (“Stock Exchange”) or any other stock
exchange on which the Shares may be listed and recognized by the Securities and Futures
Commission of Hong Kong and the Stock Exchange for this purpose (“Recognized Stock
Exchange”), subject to and in accordance with all applicable laws and the requirements of
the Rules Governing the Listing of Securities on the Stock Exchange or those of any other
Recognized Stock Exchange as amended from time to time, be and is hereby generally and
unconditionally approved,

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

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

(i) the conclusion of the next annual general meeting of the Company;
(ii)  the expiration of the period within which the next annual general meeting of the

Company is required by the laws of Bermuda or the bye-laws of the Company (“Bye-
Laws”) to be held; or

- 10 -
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(iii) the date upon which the authority given under this resolution is revoked or varied by
an ordinary resolution of the shareholders of the Company in general meeting.”

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

“THAT:

(a)

(b)

(c)

(d)

subject to paragraph (c) of this resolution, the exercise by the Directors during the Relevant
Period (as hereinafter defined) of all the powers of the Company to allot, issue and deal
with additional Shares and to make or grant offers, agreements or options (including warrants,
bonds and debentures convertible into Shares) which would or might require the exercise of
such powers subject to and in accordance with all applicable laws, be and is hereby generally
and unconditionally approved;

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

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

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

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

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

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

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

-11 -
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7. As special business, to consider and, if thought fit, pass the following resolution as an Ordinary

Resolution:

“THAT conditional upon Ordinary Resolutions numbered 5 and 6 set out in the notice convening
the annual general meeting of the Company dated 31 July 2006 (the “Notice”) being duly passed,
the general mandate granted to the Directors pursuant to-Ordinary Resolution numbered 6 set out
in the Notice be and is hereby extended by the addition thereto of an amount representing the
aggregate nominal amount of the share capital of the Company repurchased by the Company under
the authority granted pursuant to Ordinary Resolution numbered 5 set out in the Notice, provided
that such amount shall not exceed 10% of the aggregate nominal amount of the share capital of the
Company in issue as at the date of the passing of this resolution.”

Hong Kong, 31 July 2006
As at the date hereof, the Board comprises:

Executive Directors:

Dr. Chan Kwok Keung, Charles (Chairman)

Dr. Yap, Allan (Managing Director)

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

Independent Non-Executive Directors:
Mr. Yuen Tin Fan, Francis

Mr. Kwok Ka Lap, Alva

Mr. Wong King Lam, Joseph

Mr. Sin Chi Fai

Notes:

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

2. In order to be valid, the proxy form and the power of attorney or other authority (if any) under which it is signed, or a
certified copy of such power or authority shall be deposited with the Company’s branch share registrar in Hong Kong,
Secretaries Limited at 26th Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong not less than 48 hours
before the time appointed for holding the annual general meeting (or any adjourned meeting).

3. The Register of Members of the Company will be closed from Tuesday, 29 August 2006 to Friday, 1 September 2006,
both days inclusive, during which period no transfer of shares will be effected. In order to qualify for the proposed final
dividend, all share transfers accompanied by the relevant share certificates must be lodged with the Company’s branch
share registrar in Hong Kong, Secretaries Limited at 26th Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong

Kong not later than 4:00 p.m. on Monday, 28 August 2006.

4. Regarding Resolution No. 3 above, Dr. Yap, Allan will retire by rotation and, being eligible, offer himself for re-election
at the annual general meeting pursuant to bye-laws 87(2) and 87(3) of the Bye-Laws. Mr. Sin Chi Fai who was appointed
during the year ended 31 March 2006 will hold office until the annual general meeting and will then retire and, being
eligible, offer himself for re-election at the annual general meeting purswant to bye-law 86(2) of the Bye-Laws.
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By the Order of the Board
Hanny Holdings Limited
Kam Yiu Sai, Florence
Company Secretary

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

Head office and principal
place of business in Hong Kong: |

8th Floor, Paul Y. Centre

51 Hung To Road

Kwun Tong

Kowloon

Hong Kong
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NOTICE IS HEREBY GIVEN that the Annual General Meeting of Hanny
Holdings Limited (the “Company™) will be held at Conference Room, 11th
Floor, Paul Y. Ceatre, 51 Hung To Road, Xwun Tong, Kowloon, Hoag
Kong on Friday, 1 September 2006 at 10:30 a.m. for the following purposes:

1.

To receive, consider and adopt the audited financial statements for
the year ended 31 March 2006 and the Reports of the Directors and
the Auditors thereon.

To declare a final dividend for the year ended 31 March 2006.

To re-elect Directors and to authorise the Board of Directors to fix
the Directors’ remuneration for the ensuing year.

To re-appoint auditors and authorise the Board of Directors to fix
their remuneration.

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

“THAT:

(a) subject to paragraph (b) of this resolution, the exercise by the
Directors of the Company (“Directors”) during the Relevant
Period (as hereinafter defined) of all the powers of the Company
to repurchase shares of HK$0.01 each in the capital of the
Company (“Shares”) on The Stock Exchange of Hong Kong
Limited (“Stock Exchange”) or any other stock exchange on
which the Shares may be listed and recognized by the Securities
and Futures Commission of Hong Kong and the Stock Exchange
for this purpose (“Recognized Stock Exchange”), subject to
and in accordance with all applicable laws and the requirements
of the Rules Governing the Listing of Securities on the Stock
Exchange or those of any other Recognized Stock Exchange as
amended from time to time, be and is hereby generally and
unconditionally approved;

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

(c)  for the purpose of this resolution, “Relevant Period” means the
period from the passing of this resolution until whichever is
the carliest of:

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

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

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

(iii)

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

“THAT:.

(a) subject to paragraph (c) of this resolution, the exercise by the
Directors during the Relevant Period (as hereinafter defined) of
all the powers of the Company to allot, issue and deal with
additional Shares and to make or grant offers, agreements or
options (including warrants, bonds and debentures convertible
into Shares) which would or might require the exercise of such
powers subject to and in accordance with all applicable laws,
be and is hereby generally and unconditionally approved;

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

(¢) the aggregate nominal amount of share capital allotted or agreed
conditionally or unconditionally 1o be allotted, whether pursuant
to an option or otherwise, and issued by the Directors pursuant
to the approval in paragraph (a) of this resolution, otherwise
than pursuant to (i) a Rights Issue (as hereinafter defined);
(i1} any issue of Shares under any option scheme or similar
arrangement for the time being adopted for the grant or issue
to officers and/or employees of the Company and/or any of its
subsidiaries of Shares or rights to subscribe for Shares; (iii) any
issue of Shares as scrip dividend or any similar arrangement
providing for the allotment of Shares in lieu of the whole or
part of a dividend pursuant to the Bye-Laws from time to time;
or (iv) any issue of Shares upon the exercise of rights of
subscription or conversion under the terms of any warrants of
the Company or any shares which are convertible into Shares,
shall not exceed 20% of the aggregate nominal amount of the

" issued share capital of the Company as at the date of the passing
of this resoluuon and lhe smd approval shall be Ixmxtcd
_accordingly;"and’” ) DTl e
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(d)  for the purpose of this resolution, “Relevam Pcnod ’lm'ans&h
period from the passing of this resolution until whichever is
the earliest of:

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

Company;

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

(iii) the date upon which the authority given under this

resolution is revoked or varied by an ordinary resolution
of the shareholders of the Company in general meeting.

“Rights Issue” means an offer of Shares open for 2 period fixed by
the Directors to the holders of Shares whose names appear on the
register of members of the Company on a fixed record date in
proportion to their then holdings of such Shares as at that date, subject
to such exclusions or other arrangements as the Directors may deem
necessary or expedient in relation to fractional entitlements or having
regard to any restrictions or obligations under the laws of, or the
requirements of any recognized regulatory body or any stock exchange
in, any territory applicable to the Company.”

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

“THAT conditional upon Ordinary Resolutions numbered S and 6 set
out in the notice convening the annuai general meeting of the Company
dated 31 July 2006 (the “Notice™) being duly passed, the general
mandate granted to the Directors pursuant to Ordinary Resolution
numbered 6 set out in the Notice be and is hereby extended by the
addition thereto of an amount representing the aggregate nominal
amount of the share capital of the Company repurchased by the
Company under the authority granted pursuant to Ordinary Resolution
numbered 5 set out in the Notice, provided that such amount shall
not exceed 10% of the aggregate nominal amount of the share capital
of the Company in issue as at the date of the passing of this
resolution.”

By the Order of the Board
Hanny Holdings Limited
Kam Yiu Sai, Florence
Company Secretary

Hong Kong, 31 July 2006

As at the date hereof,
the Board comprises:

Executive Directors:

Registered office:
Clarendon House
2 Church Street

Hamilton HM 11

Dr. Chan Kwok Keung, Charles (Chairman)  Bermuda
Dr. Yap, Allan (Managing Direcror)
Mr. Lui Siu Tsuen, Richard Head office and principal

(Deputy Managing Director)

Independent Non-Executive Directors:

place of business in Hong Kong:
8th Floor, Paul Y, Centre
51 Hung To Road

Mr. Yuen Tin Fan, Francis Kwua Tong
Mr. Kwok Ka Lap, Alva Kowloon = -
Mr. Wong King Lam, Joscph Hong Kou;_

Mr. Sin Chi Fai

Notes:

1.

A member eatitled to attend und vote at the annual gereral meeting is entitled
10 appoint one or more proxies to atrend and vote instead of him. A proxy need
not be a member of the Company. A member may appoint a proxy in respect of
part only of his holding of Shares in the Company. Completion and return of an
instrument appointing a proxy will not preclude a member from attending and
voting in person at the annual general meeting.

In order to be valid, the proxy form and the power of attorney or other authority
(if any) under which it is signed, or a certified copy of such power or authority
shall be deposited with the Company’s branch share registear in Hong Kong,
Secretaries Limited at 26th Floor, Tesbury Centre, 28 Queen’s Road East,
Wanchai, Hong Koag not less than 48 hours before the time appointed for
bolding the annual general meeting {(or any adjourned meeting).

The Register of Members of the Company will be closed from Tuesday, 29
August 2006 to Friday, | September 2006, both days inclusive, during which
period no transfer of shares will be effected. In order to qualify for the proposed
final dividend, all share transfers accompanied by the relevant share certificates
must be ledged with the Company's branch share registrar in Hong Koag,
Secretaries Limited at 26th Floor, Tesbury Centre, 28 Queen’s Road East,
Wanchai, Hoag Kong not later than 4:00 p.m. on Monday, 28 August 2006.

Regarding Resolytion No. 3 above, Dr. Yap, Allan will retire by rotation and,
being eligible, offer himself for re-election at the annual general meeting
pursuant to bye-laws 87(2) and 87(3) of the Bye-Laws. Mr. Sin Chi Fai who
was appointed during the year ended 31 March 2006 will hold office until the
annual general meeting and will then retire and, being cligible, offer himself

.for re-¢lection. at the anrual gcnera.l meeting. puxsuam to_bye-law_86(2) of.the . .

Bye-Laws.
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828 NOTICES

SUMMARY OF RESULTS

HANNY

VISIONS AHEAD o

HANNY HOLDINGS LIMITED

{Incorporated in Bermuda with limited nnb(hiy)
(Stock Code: 275),

ANNOUNCEMENT OF RESULTS
FOR THE YEAR ENDED 31 MARCH 2006

2065

. o 2006
. g : . U : ‘ Not 000 000
The: board of directors (the “Board”) of Hanny Holdings Limited (the "Company”) announces the i . . o 01" - HES .ﬂ (lfe’ilsa(ed)
. audited cousolidated results of the Company and its subsidiaries (Lhe "Grnup") for the year ended 31 . .
Mnxch 2006 together wuh comparauve figures as follows: . CURRENT ASSETS Y . . : i .
Qther asset o § - 108,000
Consnlidnted Income Statement Inventories . ot | 8,553 587.078
For the year ended 31 March 2006 E . Trade and other recewab!cs K B : 1 55,730 761,904
T . Available-for-sale mveumems S i 73,500 . P -
Year ended 31 March lavestments held for trading =" L ; 421,997 -
. . 21006 2,005 Convérsion opucns embedded in convertible notes 231,509 . -
_Nale.v HK$000 HKS'000  Inyes tments in securitiés | - - 144,435
. (Restated) Short-term loan receivables i - H 20,162 111,851
. - Short-term loan ¢ivables from related i 159,559 224,233
Continning Operatt - N £ : B 5
Revee s o s T g
. m es. . - ! -
Cost of sales . . (278,353) s (145..060)  Tex récovérable.. A . : . ‘923 19,855
Gross th[ 38,288 112,596 Pledged bank deyosu ! [ 19,966 20,014
Otber income ) 4 116,585 102,646  Benk balences and cash Sy ' : 6,514 359,603
Distribution and selling expcnsen (2,339) (12,432} ' e T 1,023,716 2,367,559
Administrative expenses (111,342) (122,317) ) o K
Othet expenses . ) N : 5 (50,623) L (29,712) Assets ;lustﬁnd ag held for sale ) 1,645,259 . s |
5 Impoirment toss on rademark licenses - . (164,667) - PR : 2,668,975 2,367,559 .
) Realization of negative goodwilt . - . '
arising on acquisition of . 3 CURRENT LIABILITIES . . Y
additional interest in an associate - 2,057 Tradg and other payables , 1z 358,856 {011,814 * d
Change in fair value of conversion options . Margin loan payables . - : : . 153 253 =
etnbedded in ¢onvertible notes 114,048 - Bills payable - . 422 . 3,644 .
Finance costs ' 6 (63,466) (15,155) = Tax payable 33,264 91,420
Share of results of associates ' (21,494) } (64,508) Borrowings ~ due within one year 591,629 85,881
Impairment loss on goodwill arising oo N * Obligations under finance leases * . A
acquisition of an associate - H (177,446) . . .- —.due within one year : Lo - 462
Amortization of gccdmll atising on acquisition . Benk overdnﬂa . L 33,187 46,978
of asgociates - {28,039
" . 1,017,511 1,240,452
Nc;ui:'.'?nglg::)ﬂnd ey : 921 (15,747  Lisbilities directly sfociated wit
) : assets classified ‘a3 beid for sale . 854,328 -
Loss before income tax (144,092) {248,508) . . o , 1,871,839 1,240,452
lncomc 1RR expense 7 (4,331) (4,282) . ' N .
B . NET CURRENT ASSETS 797,136 1,127,107
Lass for the-year from continuing operations (148,423) (252,790) TOTAL ASSETS Luss QUP:RE'NT LIABILITIES 2,921,341 2476101
Discontinned Operations - NON:CURRENT LIABILITIES'
Frofit for the year from discontinued operauons 52,419 152,552 Borrowings - dué after one year 95,693 157,470
Amount due to & minority shareholder . - 2,526
Loss for the year 8 06,008 (100238 peserred tan Lisbilities 6,325 114
Attributable to: . L61.962) ’ ’ 102,018 160,110
. Equity hulders of the Company 8,915 (161,86 : i
o Minotity nterests : (104,919) 61,624 ) . S o 2,219,323 2255991 !}
s CAPITAL AND RESERVES - - . . ! |
(96,004) (100,238) Share capital ; ! 2,372 2,236
. 12,463 , Reserves - o 1,866,517 1,804,138
Distritution; B 9 46, 11,19 P e
istrihutions o - e ' -, Rquity attributable to cq\my bolders of the Compary -1,868 889 1,806,374 < |
Eernings (loss) per.share B 10 Minority interests 350,434 449,617 | o
Troim conlmumg and discontinued operations - - ’ v B . : !
- Basic . HK$0.04 HESQE2) o : R SN ) - SN -1 1 I
- Diluted HES$0.04 N/A 1 . ACCOUNTING POLICIES ' = | ) : . v '

In the current year, the O:oup has applied, for the first nme a number of new Hung Kong annciul R:pnrung

me continuing opcranans . Standards (“HKFRS;"), Hong Kong Accounting Standards (“HKASs") and

~ Basic HKS$(0.08) HES$(1.16) referred to 83 “new HKFRSs™) lasued by the Hong Kong Institute of Cestified Public Accountants (the “HKICPA" )
. thet ere effective for mccounting petiods beginning on or after 1 January 2005, The application of the new
= Diluted HKS;0.0S) N/A HKFRS# has resulied in & change in the presentation of the ncome siatement, balance sheet and the statement
. N of changes in equily. In particular, the presentation of minority Interests and share of tax of associates and
discontinued vperations have been changed under HKAS 1 jon of Financial S ™. The changes
ff‘?f;}gx,‘,dzg;:““ Sheet in preseatation have been applied retrospectively. The adoption of the new HKFRSs has resulted in changes to *
i the Group’s accounting policies in the following areas that have an effect on how the results for the current and
2006 2005, prior accounting years are prepared and presented.
HKS$'000 HK$'000 Business Combinations i
(Restated) 1n the prior year, the Group has applicd HKFRS 3 "Business Combinations” which is effective for business
: combinations for which the agresment date is on or after 1 January 2005. As & result of Lhis change in
NON-CURRENT ASSETS sceounting policy, no amortization of goodwill has been charged for the year ended 31 Merch 2006. In nccordgunce
Property, plant and equipment 38,567 70,557 * with the relevant transitional provision in HKFRS 3 (the “Transitional Provision™), the Group has transferred
- Investment properties 133,000 - goodwill previousty held in.capital reserves and other reserves of approximaiely HK$12,566,000 and
Intangible assets : - 233,475 HK$11,947,000 respectively to retained profits as at 1 April 2005. In with the T :
Goodwill -6,621 167,908 the Group has derecognized s!l discount on acquisition 21 st | Aprit 2005 of which negative goodwill of . i
Interests in associates . 616,871 632.201 approximately HK$429,000 previously recorded in capnlal reserve, and approximately HK$225,000 previously
Amount due from an associate ’ 1“97 presented as & deduction from lmerem in assoclates.

Loan to an aszociate . . 1,331 1,331 Intangibie Atsets

Investments in securities - 123,534 In with the i ions in HKAS 38 “1 Assets”, the Group reassessed the useful e
Available-for-sale iovestments . 534,045 - lives of Its'intangible aszets on 1 Apru 2005 and concluded that certnin trademark licenses with a total caerying
Deposits for ncyuisition of long-term investments 190,175 15,000 amouat of HK$226.687.000 under the pi ing standard have Indefinite aseful lives.
Deferred tax assets . 18,418 The Qroup has applied the révjsed useful lives prospectively and di amortizing i gible assets with
Club debentures . . 3,595 © 4373 indefinite usefu! lives from 1 April 2005. No amortization has been charged in relation to Intangible assets with
- Lo . : k4 M indefinite uséful lives for the yesr ended 31 March 2006, As a result of this change In accounting estimaste;

. . . . amostization charge for the year ended 31 March 2006 has decreased by approximately HK$4,566,000, :

3 . 1,524,205 . 1,288,994 Comparative figures have not been restated. | i
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Financial Insirumenis - 4. OTHER INCOME e
in the ‘current year, the Group has applied HKAS 32 “Financial Instruments: Disclosure and Presentation” and Other income included the following items: -
=} HKAS 39 “Financial Insuuments: Recognition and Measurement”, HKAS 32 requuu r=nosp=cuv= spplication. . - i Lo . -
The adoption of HKAS 32 has had no malerinl effect on the pr jon of ta the ,C““;;'f:t 'P‘"“‘;';’ """"“;;;‘ °v""';gas C;’;"‘""“‘ 1005 .
financial statements of the Group. HKAS 39, which is effective for sccounting periods beginning on or after 1 - . o2 “ 3 “ » 2 ' .
N April 2003, generalty does not permit to recognize, derecognize or measure financial assets and hnbnlmes ona v BKso0 Ky 00 .H“ 000 HKI'000 HEY '.W K200
retrospective basis. | . X E ' X .
. - . N . Interesy its .
On ! April 2005, the Groug and lis In equity with the ioteen on }’:.":.ti’?v'i;.u ! 4::33 zx.’;;g = n 4;.:;3 1:‘1;3
transitionat provisions of HKAS 39, As a ruuh "lnve:lmems in securities” lmaunted (0 HKSIZS 534,000 and Interest on long [rom a sisociate * 17 9 . .- YT o4
HK$144,435,000 have been f and ¥ held for trading”, Net exchange gain L e - N . 354
tespectively.-On 1.Aprit 2005, \mquoled equity lnvcslmems of which x.he:r fair value cannot be determined Intemnet service ihcome 26 3,096 - B 186 109
reliably are corricd at cost less impairment. There was ro material effect on the results of current and prior Royalty income R i R . [T 1787 88 1:7" ;
years. Unrealized lair velue glln of invesuments t
Investment in convertible notes . hetd for rading/Net uarealized tolding. § 5 i
| From | April 2008 onwards, the Graup his applied HKAS 39 to the convertible notes, which comprise of a Bait 00 other investaent ° ; - 451 17223 - S 17.223
conversion option embedded in a debt instrument, it acquired during the year cnded 31 March 2006, In accordance Renl Income. I L WM B 110 1 wI4 28n
with HKAS 39, the conversion option embedded in the debt lastrument is accounted for separately as & derivative et gain an trading of dertvatives '
deemed as held for trading. Changes in air value of the conversion option are recognized directly in profit or fintaciel {nstruments i o e - T o
toss. The debt is as “available-fa " with fair value changés recognized Waiver of debt by 4 third Pty o - 14413 - - - 14415
directly in equity. . . Management fee ifcome . . 3457 331 - 3497 3373
. Non-current ascete held for sale and- dlscontinued operations: 5. OTHER EXPENSES ' ’ o
1n the current year, the Group has, for the flrst time, applied HKFRS 5 “Non-Current Assets Held for Sale and ' T . .
Discontinued Operations™ (“HKFRS 3“). HKFRS 5 requires an entity to elassify & non-current astet (or disposal i Continulng op . [
group) as hetd for #ale if its carrying smount will be recovesed principalty through a sale transaction rather than B E 2006 2005 2006 2 . 2006 2003 '
continuing use. The assets classified as held for sale should be measured at the lower of carrying amount and N . MEs000 HKS'000 BRSO HKS0  HRSW00  HK¥'0D) :
falr value, less costs 1o sell. The Group has applied the relevant transitional provisions in HKFRS 5 and efscted . - v . o .
to apply HKFRS 5 prospectively to non-current assets (ot disposal groups) that meed the criterie of held for sale Loss,on dlspost] of investiment securlties . | - w1 - - - 9712 by
and cperations that meet the criteria Lo be classified as discontinued on or after 1 April 2005. In the current is reats -, 9,848 - - - 49,848 - :
year, assets with carrying amounts of HK$1,645,259,000 and the associated liabilities with carrying amounts of tmptirmeat loss oo clit debentures S 778 - - - 78 - Ch
HK$854,328,000 have been classified as “assets held for sale” and " swith ssets P ) - 062 9101 " N 060 111 H
22 held for sale”, respectively. Comparative consalidated income is also rep for R G o et e e e ettt &
operations. - 6. FINANCE COSTS RN . . ) i
Hotel Prnptr!h: o : Cootinaing operitlons i C i v
HK Interpretation 2 "The Appropriate Accounting Policies for Hotel Properties™ ("HK-INT 2") requires owner- . o200 2003 2006 2003 . 2006 2005 i :
operated properties (o be classified as property, plant and equipment in sccordance with HKAS 16 “Property, . HE$'000  HK$'000 . HES'000  HKS$'000  HKS'000  HKS$'000 I
Piant and Equipment” and therefore be accounted for either using the cost mode! or the revaluation model. The : R, , :
Group’s associate has resolved to kccount for these hote! properties uaing the cost model. Accordingly, share of Interest on bommawings wholly - H . . . .
loss of the associate for the year ended 31 March. 2005 has been increased by HK$937.000. repayable within five years: X ! . .
2 REVENUE : - - Bank Iosnt and overdrafts L4993 2718 13,403 2944 17,396 s
: ~ Other fosoy, . . . 58,055 11873 - - 58,085 11,873
Revenue represents (he net amounts received and receivable for goods sold, securities traded by the Group, and - Finanee leases B i - o 18 99 bt 99 }
anh:s of other s3set (o ou«s!de customers for the year. Ao analysis of the Group's revenue for the year, for both interest on baok borrowings not . . P i
and disc P is as follows: wholly repayable within five'years ~~ | .0 - a1 502 ° - - 418 502 '
. 2006 2005 o :
RKs$"000 HES'000 . ‘ & =¥ LS00 TS 8%
Continning nperations : 7. INCOME TAX EXPENSE .
Sales of goods (51,452 124,172 : Contlnuing operaticns  Discontinued operatlans Consolidated i
Secnrities trading 146,386 93,884 ; 2008 2005 2006 2008 2008 20
Sale of cther assets 118,800 35,600 ; HE$'GD0  HKS'00D  BKS'000 . HKS'000  HEB'000 . HKE'000
: 316,638 257,656 :
Discantinyed operations . Current tax: ) . .
Sales of goods 5,385,144 5,418,803 . Hong Kotig Profits Tax : EST 7 - - 311 b !
701783 S 75,45 Dvem}u L 2,00 4,226 70,473 95,931 12475 . 100,157 H
ST 4 4308 70,473 95,931 4,508 100,236
3. SEGMENT INFORMATION . Deferted wx . . 216 23) GL1Y 12184 20919) 17,161
An analysis of the Group's revenue and segment results by business segments is as follows: . . . . !
 Contiguing operations Discontlaned opeations . 4331 i sy 112397 :
R Frading of Hong Kong Profits Tax was calculated at 17. 5% of lhe eatlmn:d use:uble profit for the years ended 31 March :
- i Teading of Property conputer  Trading of 2006 and 2005, . ) i
":’l:::: Teading of “M"P’““:" mm":;;: g Incorae tax arising in other jurisdictions was ot the rerds p g in the relevant jurisdictions. :
prodocty secarities trading -+ Toud  “Memore®™ produets  Consolidated 8. LOSS FOR THE YEAR , |
: HES0s0  EKPOS  ENNO0  jESw0¢  BRS000  RAS'000  ARS00 : s e C“ﬂnn,“ perati " c 1
For the year ended 31 March 2006 ’ . it 006 - 2005 2006 2005 2006 2008 i
RIVENUE BES000 HKS'000  HEPOSO - HES'000  HK$'000  HKS'000 :
Extemal tales S1452 636 119800 SI6E38 4200851 LIS ST0178 - . .
Loss for the year hus been -
SEGMENT RESULT (8635 115638 1085 18349 n3u a1 utived st alter chorging (crediting): <+
Intecest income 44,358 N Stalf costs (including directors’ emolumenu) : . i
Unaltocated corporate expestes 103,133 Salaries 2nd othér benefits . 19,393 4265 145,970 136585 165,363 170,850 :
Fisence costs (15.894) Retiremeat benefits scheme contributions |~ | 856 1341 2,802 1,537 3,688 3,178 -
Share of resalts of assocites 1494) ! i
" e N 29,249 35,606 ° 148,802 13842 169,081 174,028
Het galn on dispost] of subsidiaries and aaocizies - 911 . P ; 2 60¢ A 5 , A
. Impaiement los on crademeck lisenses (164667 Depreciation and asorization: i : i
Impaicmest loss 00 eniilable-for-sale investmenty s Amortization of intaagible assets aud gocdwill . - : . :
Impaitraent toss of elub debentures (Z") (included in ndmiaistentive expenses) .t - 451m 506 5,794 806 51,066
Allowsace for loan receivable (154 Depseciation rod tmortization of propenty, . )
Allowasce for ather recelvible a4y - plant and equipment 1,613 5,002, 1L191 11,683 13,804 19,785 ]
Loss befare income tax 2339 : : " i
e o oo P o 2,613 LA DL O L1 1 .c.u 70,851 |
— Allowance for bad and doisbefu! debls 3,097 1,374 13,578 10,895 16,6711 22,268 i
Loss Lo the yeur PRt Allowancs for losa recelvabler : [T I 1) - - onsa 133 : :
Continging operations Discentinued eperations Allowance (reversal of allowance) . s - !
Tadng ol for margin o receivables ) J4922 (2,387), - - 4912 2.34n :
. " Write-down of slow moviag e8d L '
Trading of Property computer  Trading of > 3 P .
. . compater - development latsd  consmer obiclete javentories - - - 1060 75732 24,528 78,732 25,388 M
L relsted,  Trading of 1o prodicts eader  electrorie ::“::’: o el for tadi " 8364 2398 486 8092 13,828 8430
o ; ol - dated or tradiny - .
. e Ry ey e ot Conolined Net gain on athés investments o058 (62,135) - - s (sL6
| .o Loss an disposal of property, . !
. (A ted|
: (s ested) plat and equipment o 2616 a0 12 693 2736 1,098
For the year ended 31 March 2005 Cost of inventory recognized as expénse . *' 43,491 30‘071 tO39T1,855 4065948 4,020,346 4,116,020
N REVENUE . > Share of locome tax of associstes < ' . ;
External les 124,72 IIAM 39600 257656 IS 1368261 SET641 (lacluded in stire of results of astocintes)” 2,615 i
: : Exchange los3 (gai fh 5,58 10470 1735 1232 13 15 913
SEOUENT RESULT B e e __nsy _oae __ap am e R R/ i o 4
arest ncome e sl 9. DISTRIBUTIONS : i
. £ R h ; . L
Unilloeated corporate expenses (63,933 R - | H 2006 2005 g
Realitation of negaive goodwiflarising on C . ; HK$'000 HKS$'000
seqeisition of an sdditional futerent Final, paid ~ HK6 caots per share for 2003, i [k
in a1 wssociste . . 2057 with o serip option (2004: HKS cents per share) i 13,418 11,193
Fintoce conts (18198 Interim,.paid - HK4 ceats per share:with a acrip option . 9,048 -
Shere of reselts of asscintes (64,909 . ’ : ; ; .
Empaitment fas on goodwill - : . : . H . 12,463 11,193
e ition af i 177,448 N - N - .
A,:::ﬁ;:;:,‘:’x‘:l;‘"ﬁ‘;'“"“ (mus The finel dividend of HK6 cents (2005: HK6 Zents) per shere in cash with 4 serip option has been progosed by
on requisition of wssrctates (28,089) the disectors and s subjéct to approval of the shareholders at the'forthcoming general mesting |
Loss on disposat of subsidinries ind wsociates R {547 10. EARNINGS (LOSS) PER SHARE i
Profit before income tax N 17,189 For the years ended 31 March 2006 and 2005, ‘the calculation of the basie earnings (loss) per share is based on '
Income tax expense . . L ($17,39m the profit (loss) for the year alulbuuhle 10 equity holdets of the Company of profit (loss) of HK$8,915,000 and
. ' T— HK3161,862,000, respectively, and 'on the weighted average nuriber of shares in issue during the years ended
100,23 b
Laat for the yeur (108 31 March 2006 and 2005 of 226,164,460 shares and 198,244,118 shares respectively,
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. For continulng and di perations’ ~

- The culculuuon of the basic and diluted carnings (loss) per nhun attributeble to the ordinary equity bolders of
the Compeny is based on (he following deta:

Earnings: .
: 2006 +2005

HK$'000 HKS'000
Profit (Loss) for the year attributable o
' to equity hoiders of the Company . 8,915 (161.862)
" Number of shares: :
Weighted average number of ordinary shares for the -
purposes of basic <arnings per share (in thousands) 226,164 198,244
Effedt of dilutivé potential ordinary shares: ’
Options (in thousands) . 2,806 . N/A
Weighted sverage number of ordinary shases for the i -
purposes of dituted edrnings per share (in thousands) 228970 N/A

During the year ended 31 March 2005, no diluted loss per share in respect of both the continuing and discontinued
operations is presented as the éxercise of the Campany’s share options would result in a decrease in loss pee
share.

1k TRADE AND OTHER RECEIVABLES

2006 2005

HKE'000 HK$'000

Troade receivables 729,983 653,637
Less: accymulated dliowances (73,313) (61,854)

656,670 591,783

Other receivables 49,006 170,121

Reclassified as held for sale (645,946) -

59,730 761,904

The Group ailows en average credit:period of one to two months ta its trade customers. The following is an aged
analysis of trnde receivable net of impairment tosses at the respective halance sheel date:

2006 ) Y2008
HK$'000 HKS'000 -

Not yet due 573,862 548,407
" Overdue within one month 66,333 25.996
Overdue between one and two months 2,266 4,561
Overdue more then two months 14,209 12,819

656,670 591,783

The fair -value of the Group's trade receivables at’ resp:cnv: balance sheet date was approximate to-the
curre:pundmg carrying amount.
12, TRADE AND OTHER PAYABLES
. Included within trade and other payables iy a trade crediter balance of HK$7I 535,000 and HK$564,154,000 at
* 31 March 2006 and 2005, respectively. .

During the year, trede ereditor balance of HK$405,439, DDO was reclusslfled as liabilittes dlreclly associnted
with assets held for sale

The following is an aged analysis of trade credjtors at respective balance sheat date:

2006 2005
HKS’000 HK$'000

Not yetdue ' . 380,210 417,519
Overdue within one month 75,260 74,518
Overdue between one and two months 11,467 27,951
Overdye more than (wo months 10,037 43,766
478,974 564,154

The fair value of the Group's teade and other payables at respective balance sheet dete approximates to the
corresponding carrying amount.

FINAL DIVIDEND

The Board has recommended the payment of a final dividend of HK6 cents per share in cash with scrip
option (2005: HK6 cents, with scrip option) fos the year ended.3] March 2006 subject to the approval
of the shareholders of the Company at the forthcoming anniual general meeting ("AGM”) of the Company,
An interim dividend of HK4 cents per share with scrip option {2004: Nil) was paid by the Company
during the year. :

Subject to the shareholders’ appruval at the AGM, the dividend warranta will be paid on or around

Friday, 29 September 2006 in cash, with shareholders being given an option to receive shares of

HK$0.01 each (“New Shares”) in the Comipany in lieu of cash in respect of part or all of such dividend
("Serip Dividend Scheme™). The number of New Shares will be calculated on the basis of the average of
the closing prices per share of the Company on The Stock Exchange of Hong Kong Limited (the “Stock
Exchauge™) for the five consecutive trading days ending 31 August 2006. A circular giving full details
of the Sctip Dividend Scheme and a form of election will be sent to the shareholders after the AGM.
The Scnp Dividend Scheme is conditional upon the Stock Exchange granting the listing of and permission
to deal in the New Shares to be allotted and issued.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed from Tuesday, 29 August 2006 to Friday, 1
September 2006, both days inclusive, during which period no transfer of shares will be cffected. In
order to qualify for the final dividend, all completed share transfers forms, accompanied by the relevant
share certificates, must be lodged with the Company's Hong Kong branch share registrar, Secretaries
Limited at 26th Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong for registration not
later than 4;00 p.m. on Monday, 28 August 2006. °

MANAGEMENT DISCUSS1ION AND ANALYSIS
Results and nanclal review
Results

For the year ended 31 March 2006, the Group’s audited consolidated loss before minority interests was
HK$96.0 miilicn (2005: loss of HK$100.2 million, as restated), which comprised of loss after operating
incomé and expenses from continuing operations of HK$%,5 million (2005: profit of HK$50.8 million),
n-npanmem foss on trademark licenses of HK$164.6 million (2005: Nil), favorable change in fair value of
conversion option embedded in convertible notes of HK$114.0 million (2008: Nil), finance costs from
continuing operations of HK$63.5 million (2005: HK$15.2 million), share of net losses of asscciales of
HK$21.5 million (2005: net losses of HK$65.0 million, as restated), net gain on disposal of subsidiaries
and associates of HK$1.0 million (2005: 16ss of HK$15.7 miiltion), income tex expense from continuing
operations of HK$4.3 million (2005: HK$4.3 million), and profit from discontinued operations of HK$52.4
million (2005: HK$152.6 million). In addition, there were realization of neganve goodwill arising on
acquisition of an additional interest in an associate, impairment loss on goodwill arising on acquisition of
an associate and amoftization of goodwill arising on acquisition of associates of HK$2.1 million,
HK$177.4 million and HK$28.1 million, respectively, for the year ended 31 March 2005, there wers no
such items for the year eudad 31 Murch 2006 as a result of the change in accounting policy as set out in
Note 1.

Segment results

‘For trading of computer related products, !egmcnl turnover amounted to HK54,262.0 million, increasing

by HK$284.3 million (7.1%) from fiscal year 2005 and segmenl result recorded HK$62.7 million,
decrcnsmg by HK$193. 9 million (75.6%).

‘
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For tradxng of consumer elcclronic produc(s. segment turnover amounted to HK$1,174.6 million,
decreasing by HK$390.1 million (25.0%) from fiscal year 2005 and segment resuit recorded HK$22.0
millian; decieasing by HK$2.8 mllhon (11 I%). .

For trading of securities,” scgment turfiover amounted to HK$146.4 mlllxnn. increasing by HK$52. s

* million (55.9%) from fiscal year. 2005 _and segment result récorded HKSWS 7 ‘million, |ncr=asmg by

HK$98.4 million (127:3%)~ e
For property devélopment and trading, segment turnover amoum:d to HK$118.8 million, increasing by

" HK$79:2 mxlhon (200%) and segm:m result recorded HKS$11. 9 million, increased by HK$9.8 millien
- (466,7%). . <if

This year, auhough the Grcup expen:nced ateady growth gross pmm margin dechned This sales
growth was due to our persistent efforts to control cost on inventory pricing, our strong and extensive
business network worldwide and promotional cfforts made. Nevertheless, allowances for slow-moving
and obsolete inventories and bad and doubtful debts of HK$75.7 million and HK$14.3 mlllmn resulted
ina lowered gross margin for the year. ’

The results af the Group wes critically increased from s Joss of HK$100.2 million (as restated) for the
year ended 31 March 2005 te. 2.loss of HK$96.0 million for the year by reduction of amertization of
goodwill and realization of negative goodwill arising on acquisition of associates during the year totaled
HK$26.0 million as compared to the year ended 31 March 2005 as a result of the change in accounting
policy. as set out in Note 1. Furthermore, the Group suffered less net losses under “Share of results of
associates™ during. the year of HK$21.5 million, representing a decrease of HK$43.4 million (66.9%)

. from the previous fiscal yesr. In addition, the Group has 'a favorable change in fair value of conversion

option embedded in convertible notes of HK$114.0 million (2005: Nil). The Group also disposed of its
subsididries and associates during the year with a net gain of HK$1.0 million while a net loss of HK$15.7
million was résultéd from disposals during the year ended 31 March 2005, 'Impairment loss on intangible
assets decreased by HK$12.8 million to HK$164.6 million as compared to the year ended 31 March 2005
of HK$177.4 million. However, fidance cofts incurred increased by HK$48.3 million during the year
cwing to the mcr:sse in other borrowings as, compared to the year ended. 31 March 2005. Operating
income from continuing operations and profit from discontinued operations dropped significantly from
HK$50.8 million and HK$152.5/million for the year ended 31 March 31, 2005, respectively, to an
operating loss of HK$9.5 million and profit of HK$52.4 million for the year, respectively,

Investment In Convertible Notes
During the year, the Group acquu‘ed threé unlisted couvemble notes issued by companies listed on the

. Stock Exchangé for an aggregate consideration of HK$650.0 million. The aggregate fair value increase

of HK$114.0 million in respect of the conversion option element and decrease of HK$18.2 miltion in

‘respect of the debt clement were recogmzed in profit and loss and reserves, respectively.

Liguidity

‘Bank and cash balances at 31'March 2006 decreased ugmﬁcantly to HK$26.5 million {2005; HK$379.6
: million), accounting for 1. 4% (2005: 27%) of the net tangible asset value of the Group. Such dramatic
* decrease was mainly attributable to the reclassification of bank and cash balances of HK$26.0 million

to “assets classified as held for sale” pursuant to the very substantial disposal as set out in the Company’s

i circular dated 10 April 2006 (the “Memorex Disposal”). The cash was mainly used for daily operations
and investments in finaocial ms;mments dunng the year. The curren: ratic of the Group at 31 March

2006 was 1.43 (2005:1,91).
Financial Review

The cutrent assets of tﬁe Group at 31 March 2006 mcreased by HK$301.5 million (12.7%) to HK$2,669.0
million (2005: HK$2,367.5 million, as restated).

Such increage was mainly, a\tnbuu\ble 15 the decrense in trade and ather receivables, inventories, bank
balances and cash, other assel,“short-term loan receivabies, short-term loan receivables. from related
companies, tax recoverable and margin loan receivables by HK$702.2 miltion, HK$578.5 million,
HK$353.1 million, HK$108.0 million, HK$91.7 million, HK$64.7 million, HK$18.9 millien, and HK$11.9
million, respecuvcly, at year end as compared- to the last year, and offset by the increase in investments
and amounts due from associates by HK$582.6 million and HK$2.7 million, respectively. In addition,
there was an increase in “assets classmed as held for sele” of HK$1,645.2 million at year end pursuant
to the Memorex Disposal. !

Other assét valued at HK$108.0 m1lhon a3 at 31 March 2005 was ful]y disposed of at a consideration of
HK$118.8 million during the year, with a profit of HK$10.8 million.

Inventories decreased from HK$587.1 million as at 31 March 2005 to HK$8.6 million as at 31 March 2006
Such decrease was mainly attributable to the reclassification of HK$616.1 million to “assets classified as
held for sale” pursuant to the Memorex Disposal. The increase of HK$37.6 million before the reclassification

" was atiributable to the increase in mventory levels of thé subsidiaries in the United States and United

Kingdom at year end due. ln the i mcr:asc in sales and lhe increase in supply on hand primarily in DVD
mvemm’y

‘Trade and other receivables decréased fmm HK$761 ¢ million (as restated) as at 31 March 2005 to HK559 7 .

mitlion as at 31 March 2006, Such decrease was mainty attributable to the reclassification of HK$645.9
million to “assets clagsified as held for sale” pursuant to the Memarex Disposal. The number of days for
debtors turnover before the teclusxﬁcmun increased shghtly from 38 days last year to 39 day: in the current
year, *

Trade and other payabl:a d:cr:nsed from HK$!1, 011.8 mtlhon a8 at 31 March 2005 to HK$358.8 million '

as at 31 March 2006. Such decrease was mainly attributable to the reclassification of HK$§669.8 million
to “liabilities directly asgociated with asséts classified as held for sale” pursuant to the Memorex
Disposel. The number of day for creditors turnover decreased from 54 days last year to 44 days in

current’year. Such decrease was mainly attributable to the early settiement of trade payables in licu of -

cash discount on goods purchased during the year, H

At 31 March 2006, total borrowings of the Group amounted to HKS"ZD 5 miliion (2005 HK$5293.3 million), of
which HK$95.7 million (2005: HK$160.0 million) were not repayable within one year, The borrowings included
bank borrowings of HK$125.3- million (2005: HK$82.0 million), other loans of HK$562.0 million (2005:
HK$161.3 million), and overdrafts of HK$33.2 million (2005: HK$47.0 million). In addition, there were
obligations under finance leases and en amount due to a minority shareholder of HK$0.5 million and HK$2.5
million, respectively, as at 31 March 2005, The increase in:borrowings was mainly due to new bcrmwmss
totaling of HK$1,762.5 million obtained during the year for the purposes of investment and daily operation,
but with the total repayment of only HK$1,240.8 million. In addition, bank borrowing of HK$93.0 million was
recorded as a liability of the Gmup through the acquisition of a subsidiary in March 2006.

Interest in associstes

The decrénse in balance from HKS&JZ 2 million 23 at 31 March 2005 to HK$616.9 million as at 31
March 2006 was mainly due to the acquisition of an additional equity interest in an associate of
HK$24.1 million, disposal of interests in certain associates of HK$4.4 million, currency transiation loss
of HK$3.4 milliog, and share of associates’ increase in other reserves and losses, of HK$35,1 million
and HK$21.5 million, respectivély, during the year. Furthermore, goodwill arising on acquisition of an
associate was disposed of with a loss of HK$14.4 million during the year, An equity interest of 15.3%
in China Strategic Holdings Limited of HK$30.8 million was reclassified to “assets classified as held

‘for sale” pursuant to the Circular-dated 26 May, 2006 issued by the Company.

Pledge of assets

‘At 31 March 2006, certain assets of the Group amounting to HK$1,430.0 million (2005: HK$240.2
million) were pledged to banks and financial institutions for loan facilities granted to the Group.
Gearing ratio

The gearing ratio (bcrrowmgs/sharehclders funds) at 31 Man:h 2006 ulgmﬁcamly increased to 38.6%
(2005: 16.2%) owing to the additions of -bank and other borrowings during the year to finance the
Group's mveslmenls
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" _Bxchange rate and interest rate risks upa.mre

- Most of the Group's business transsctions, assets and liabilities are denominated in Hong Kong Dollars
and Umlcd States Dollars. However, the Group, will consider entering into hedging contracts to climinate

any exposures to downside nsk: whencver the Group and the concerned foreign subsxdnan:s think fit.
Contingent liabilities -

As at 31 March 2006, the Group had no contingent liabilities in relation to guarantees given to banks *

and other financial institutions for facilities gten(ed to an outsider (20035: Nil). However, the Group had
a share of contingent liabilities from its associates in relation to guarantees given to bankx and third
parties of HK$11.5 million (2005: HK$13.7 miliion).

Employees and rtmunerauan policies

As at 31 March 2006, there were approximately 500 staff (2005: 500) employed by the Group. The remuneration
policies are formulated on the basis of performance of individual employees and the prevailing salaries' trends
in the various regions. They are subject to be reviewed every year, The Group also provided employee training

programs, mandatory provident fund scheme, medical insurance and discretionary bonus. Share options are

awarded to employees on merit basis. However, no share options were granted during the year.

BUSINESS AND OPERATIONS REVIEW

The financial year of 2005/2006 weas an eventful year for the Group, the highlight of which was the
disposal of the Memorex® business in April 2006, Pursuant to the agreement, thé transaction included the
disposal of the Memorex® intellectuat property portfolio and trade names, the entire equity interest in all
companies of the Memorex® business involved with the marketing and sale of hardware, media and accessories
used for the storage of electronic data, and the licensing business of Memorex® Lradcmnrks end trade names,

*- of Memorex® i in conncclion with the marketing and sale of other products.

Given the intense competition and the uncertain economic environment encountered by the Memorex®
business, the Company considered it an opportune time to exit the business on favorable terms, The
disposal of the Memorex® business completed in April 2006 was a very significant disposal to the
Group and should give rise to a fruitful gain and substantial cash inflow to the Grcup in the first half of

financial year 2006/2007. If achieved, further earnout payments contemplated in the agreement will’

enable the Group to enjoy the benefits of the future perfcrmance of the Memorex?® Business up to year
2009.

Trading Operullons

North America )

In North America, Memorex® recorded record revenues in fiscal year 2006, Growth in USB Flash
tevenues was the primary driver of the record revenues achieved during the year. USB Flash unit sales
and revenues increase nearly 150% year over year, Memorex® was able to substantially increase its USB
Plash Drive market share through increased penetration of key tetailers. Notth American USB Flash

* Drive market share incteased from 14% to 19% and Memorex® became the number two player. The

DVD media business experienced an over 40% unit growth and a continued number one position with a
28% market share'in the North American market according to industry trade publications. However,
DVD revenue growth was stalled as a result of declining Average Selling Prices ("ASP"), as a restilt of

an over supply of DVDs in the global market. DVD revenues declined approximately 2% year over year:

Operating margins in North America declined year over year primarily asa result of depressed DYD
media margins due to the global over aupply and marketing investment requlred to expand the USB
Flash Drive business,

Eurepe

The Europead market remained challenging during the fiscal y:ar European revenues declined nearly
20% year over year largely as a result of sharp declines in the- DVD and CDR media business categories.
Fierce price competition among competitors withia the European market resulted in unit, ASP and
revenue declines in both media categories: Overall revenue declines were buoyed by strang increases in
USB Flash Drive unit and revenues.

Although the Memorex® brand captured a strong presence within top Europcau retailers the market
Lecanme much moare {ragmented than the North American market causing fluctuating demand for its
products. The Group was able to subslanually decrease inventories during the year to reduce inventory
exposure and improve gross margins in 4 dynamic market environment.

Investment

During the year, the Group subscribed for the convertible nates issued by Macau Prime Propérties
Holdings Limited (formerly known as Cheung Tai Hong Holdings Limited) (*“MPP”), Sec Corporation
Limited (“SCL") arid Wo Kee Hong (Holdings) Limited (*“WKH") respectively. The subscription of
notes enables the Group to diversify our investment portfolio into the entertainment and pay TV industries,
and property developments-in Macau and electronic products respectively, should we assess the
performance of the note issuers is outstanding. The convertible notes provide the Group with a stable
return on investment, The conversion rights attached to the convertible notes give the Grcup flexibility
to acquire marketable equity shares and an opportunity tc enjoy any potential capital gain in the value
of the marketable equity shares.

SUBSEQUENT EVENTS

Disposal of the rssets of Memorex Interngtional Inc, (“MII”)

On 19 January 2006, MII entered.into a sale and purchase agreement with Imation Corp.. Details of the

Meniorex Disposal are set out in the Company's circular dated 10 April: 2006. This disposal was
completed on 28 April 2006. .

The underwriting egreement of SC€L

On 22 April 2006, the Company, Success Securities Limited and SCL entered into an underwriting
agreement in-relation to the rights issue of SCL. Pursuant to which, the Company agreed to subscribe
the untaken rights shares up to its commitment of 329,037,330 rights shares at a subscription price of
(1K$0.014 per rights share. On the same date, the Company executed an undertaking to SCL that it
would take up its entitlement under the rights issue of SCL in full. Qo 30 June 2006, the. Company
subscribed 1,991,487,330 rights shares of SCL at HK$0.014 per rights share. Details of the transaction
are set out in the Company’s circular dated 17 May 2006.

Subscription of convertible note of MPP

On 27 April 2006, ‘the Company entered into a subscription agreement thh MPP 10 subscribe for the
{% conovertible note of MPP with a principal amount of HK$270 million for a total cash consideration
of HK$270 million. The subscription was completed on 15 June 2006, Details of the subscription, are

* set out in the Company's circular dated 26 May 2006. .
Disposal of 15.3% interests In China Strategic Holdings Limited (“CSHL") and acquisition of

interests in Group Dragon Investments Limited (“GDI”)

Or-10 March 2005, the Company and PYI Corporation Limited (formerly known as Paul Y.-ITC -

Construction Holdings Limited) eatered 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. The Share Sale Agreement was completed on 24 May 2006. On 26
May 2006, Somerley Limited, on behalf of Well Orient Limited (“Well Orient”) made a voluntary offer
to the sharcholders of GDI to acquire the GDI shares, other than those owned or agreed to be acquired
by Well Orient, its associates and partics acting in concert with it ("GDIL Offer”). The GDI Offer closed
at 4:00 p.m. on 16 June 2006. As a result, Well Orient was interested in approximately 98. 91% of the
issued share capital of GDI.

Issue of convertible exchangeable notes and proposed subscription of convertible note in China
Enterprises Limited (“CEL"}

On 27 June 2006, the Company entered into five subscription agreements with each of five subscribers
(the “Subscription Agreements”), four of them are fund subscribers who are funds managed by global
asset. management firms, with the remaining subscriber being ITC Corparation Limited (“ITC"). Pursuant
to the Subscription Agreements, the fund subscribers and 1TC have in aggregate conditionally agreed to

_subscribe by cash for the US$150 million 1% convertible exchangeable notes with principal amount of

(Page 4)
US$75 million each (the “Hanny thes") (the “ITC Subscription”), Under the Subscription Agreement,
the Company is required as scon as practicable after the signing of the Subscription Agreements to
enter into a contract with CEL to subscribe the 1% convertible note of CEL with printipal amount of
US$100 mitlion with the proceeds from the issue of the Hanny Notes (the “CEL Subscription”). Details
of the ITC Subscr(pnon and CEL Subscnptmn are set dut in the Compnny s announcement dated 6 July
2006
Subscrlption of convertible note of Mel Ah Enler'tuinm:nl Group Limited (“Mei Ah")

On 28 June 2006, the Company entered into a subscription agreemént with Mei Ah (*Mei Ah Subscription
Agreement™) to siibstribe for the 4% convertible note of Mei Ah with = principal amount of HK$50
million for total cash consideration of HK$50 million, As at the. date of this annual results'announcement,

-the Mei Ah Subscription Agreement had fiot yet completed. Details of the subscnpnon are set out in the

Company’s circular dated 21 July 2006.

Subscription of convertible note of Golden. Harvest Entertainment (Holdings) Limited (“GH”)

On 10 July 2006, the Group entered into a subscription agreement with GH (the “GH Subscription
Agreement”) to subscribe for the 4% convertible note of GH with a principal amount of HK$50 miilion
for total cash consideration of HK$50 million. As at the date of this annual results announcement, the
GH Subscription Agreement had not yet compieted. Details of the subscription are set out in the
Company’s circular dated 28 July 2006.

. OUTLOOK - o

Following the c[osmg of the dxspcsal of me Memorex® business in April 2006 the Gmup has, on the one
hand, been ating on the b carried out by the remmmng bu:mea:es whxch comprise the
lradmg of securities, property investment and trading and other strategic g invi

in associated compames listed on the various stock exchanges and long-term convertible notes issued by
listed compenies, while continuing to nctlvely axplote other investment opportunities on the other hand,

In June 2006, the Company acquired a 98, 92% stake in Group Dragon Investments Ltd, ("GDI") which
aerves as en investment vehicle for the Company in projects-in Asia and mainland China. The diverse
business coverage of the Gmup and its associates includes p(\:puty development and trading, |

. manufacturing and marketing of tires.and .package material, sand mining, business of providing tour,

travel, hotel business, health care business, entertainment and pay TV, lmdmg and distribution of
household consumer products, and mveetmeul holding. I

During the year under review, the Group nubscribed for three convemble notes issued by MPP, SCL and
WKH respectively. There are also upcoming aubscriptions of convemble notes issued by Mei Ah and GH.
Going forward, the Group will look (or further nrategxc mv:stmenu that will bokh sueng‘hcn and bring

- diversity to the present portfolio.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY S LISTED SHARES

During the year eaded 31 March 2006, there were no purchas:s sales or rederuptions by the Company,
or.any of its subsidiaries, of the Company s listed shares.

CORPORATE GOVERNANCE PRACTICES |

The Company has applied the principles and complied with all the code provisicns on the Code on
Corporate Governafce Practices (the "CG Code”) (with the exception of code provision C.2 on internal
control which is effective for accounting periods éommencing on or after 1 Tuly 2005) throughout the
year'ended 31 March 2006, 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” (“CEQ") but instead the duties of a
CEO are performed-by Dr. Yap, Allan, the Managing Director of the Company, in the same capacity as
the CEO of the Company,

Code Provislon A.4.1 of the CG Code

Under the code provision A.4.1 of the CG Code. non-executive dxr:cmra should be appomted for a specific
term, subject to re-election. The current i no ive are not app d for a specific
term, However, all directors (including executive and non-executive) are subject to retirement by rotation at
annual general meeting of the.Company in'accordance-with bye-law §7(2) of the Bye-Laws of the Company.

As such, the Combany 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.

COMPLIANCE WITH THE' MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS -

The Company has adopted the Model Code set out in Append:x 10 of the Rules Governing the Listing
of Securities on the Stock Exchgnge (the “meg Rules") as its own code of conduct regarding directors’
securities transactions (the "Model Code"), Having made specific enqulry by the Company, all directors
have confirmed the compliance with the required standard set out in the Model Code during the year
ended 31 Merch 2006. .

AUDIT COMMITTEE

i
The Audit Commitiee of the Company has reviewed with the managemen( the accounting principles and
practices adopted by the Group and discussed auditing and financial reporting matters including the
review of the audited financial statemeénts of the Company for.the year ended 31 March 2006. The Audit
Committee currently comprises three Independent non-executive directors, namely, Messes. Wong King
Lam, Joseph, Kwok Ka Lap, Alva, and Sin.Chi Pai. -
PUBLICATION OF ANNUAL RESULTS ANNOUNCEMENT ON THE STOCK EXCHANGE'S
WEBSITE
All the information of the annual results of the Group for the year ended 31 March 2006 required by
paragraphs 45(1) to 45(8) of, Appendlx 16 of the Listing Rules will be published on the Stock Exchange’s
website in due course. - .
APPRECIATION » [P !

1 would like to take this opportunity to express my gramude to my fellow board members, the management
and employees for their hard work and contribution to the Group'in the past year.
b By the Order of the Board
. Hanny Holdings Limited
Dr Chan Kwok . Keung, Charles
. Chairman

Hong Kong, 28 July 2006
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