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The Board cof Directors of Hanny Holdings Limited (the “Cempany”) has
pleasure to present 1o the shareholders the Interim Report of the Company
and its subsidiaries (the "Group"} for the six months ended September
30, 2006.

The directors have resolved to declare an interim dividend of HK5 cents
per share in cash with scrip option for the six months ended September
30, 2006 (2005: HK4 cents) to those shareholders whose names appear
on the Register of Members of the Company on Jdanuary 16, 2007. The
relevant dividend warrants and/or share certificates will be despatched to
the shareholders on or around February 13, 2007.

The Register of Members of the Company will be closed from Monday,
January 15, 2007 to Tuesday, January 16, 2007, hoth days inclusive,
during which period no transfer of shares will be effected. In order to
quality for the interim dividend, all completed share transfers forms
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
for registratior: not later than 4:00 p.m. on Friday, January 12, 2007.

Management Discussion and Analysis

RESULTS AND FINANCIAL REVIEW
Results

For the pericd ended September 30, 2006, the Group's unaudited consolidated
profit before minority interests was HK$1,340.1 million (9/30/2005: HK$48.0
million), which comprised of profit after operating income and expenses from
continuing cperations of HK$24.3 million (9/30/2005: HK$39.3 milicn, as
restated), increase in fair value of convertible note designated at fair value
through profit or toss of HK$5.5 million {8/30/2005: Nil), increase in fair value
of investment properties of HK$9.0 million (8/30/2005: Nil), discount on
acquisition of subsidiaries of HK$116.3 million (8/30/2005: Nil). net gain on
disposals/dilution of interests in associates of HK$5.1 million (9/30/2005: Nil),
incoma tax credit from continuing operations of HK$0.9 million (2/30/2005:
Nil} and profit from discontinued operations of HK$1,480.5 million (9/30/2005:
HK$67.0 million), but reduced by decrease in fair value of conversion options
embedded in convertible notes of HK$185.1 million {8/30/2005: increase of
HK$15.6 million), decrease in fair value of conversion opticns embedded in
convertible notes from an associate of HK$19.1 million {8/30/2005: Nil),
decrease in fair value of invesiment in held-for-trading of HK$1.2 million
{9/30/2005 HK$18.4 million), impairment loss on goodwill of HK$6.6 million
{9/30/2005: Nil), impairment loss on available-for-sale investments of HK$28.0
million {9/30/2005: Nil), loss on disposal of subsidiaries of HK$0.6 millicn
{9/30/2005: gain of HK$4.3 miliion), finance costs of HK$38.8 miliion (8/30/2005:
HK$21.3 millicn, as restated), share of net losses of associates of HK$22.1
million {9/30/2005: HK$24.1 million). While there was an impairment loss con
goodwill arising on acquisition of an associate of HKS14.4 million for the
period ended September 30, 2005, there was no such item for the period
ended September 30, 2006.
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RESULTS AND FINANCIAL REVIEW (Continued)
Segment Results

During the period, the Group experienced a decline in growth as well as
gross profit margin. This deterioration was mainly due 1o the disposal of
the entire “trading of computer related preducts”™ and “trading of consumer
electronic products™ segments (Disposal of assets of Memorex International
Inc. (*MII™). The disposal was completed on April 28, 2006. Accordingly,
the turnover and results relating 1o MIl were classified as “Discontinued
QOperations” for both the current and last periods.

For trading of computer related products, segment turnover amounted to
HK$237.2 million for the period, decreasing by HK$1,661.6 million (87.5%)
from the same interim period in 2005 and segment loss recorded HK$75.9
million, decreasing by HK$165.4 million (over 100%) from 2005.

For trading of consumer electronic products, segment turnover amounted
to HK$59.8 million, decreasing by HK$611.1 million (over 100%) from the
same interim period in 2005 and segment result recorded HK$1.1 million,
decreasing by HK$12.0 mitlion {over 100%) from 2005.

For trading of securities, segment turnover amounted to HK$79.4 million,
decreasing by HK$34.5 miflion (30.2%) from the same interim period in
2005 and segment result recorded HK$2.5 million, decreasing by HK$16.1
million {over 100%).

For property development and trading, there was no segment turnover for
the interim period, decreasing by HK$118.8 millicn (100%) from interim
period 2005 and so was segment result, decreasing by HK$10.7 million
{1009%).

During the period, sand mining segment was included as a resul of the
acquisition of an interest in Group Dragon Investments Limited ("GDI™),
with segment turnover of HK$0.9 million and segment toss of HK$0.5
million.

Nonetheless, the disposal contributed HK$1,527.1 million to the results
of the Group for the period which critically increased from HK$48.0 million
for the period ended September 30, 2005 to HK$1,340.1 million for the
period. The Group also disposed of certain of its subsidiaries and
associates during the period with a net gain of HK$4.5 million while a
gain of HK$4.2 million was resulted from disposals during the period
ended September 30, 2005. From acquisition of GOI, a discount on
acquisition of subsidiaries of HK$116.3 million was resulted. The Group
had increased in fair value of investment properties of HK$9.0 millicn and
fair value of convertible notes designated at fair value through profit or
loss by HK$5.5 million. Decrease in fair value of investment in held-for-
trading decreased by HK$17.2 millicnh as compared to the interim period
2005. There was an income tax credit from continuing operations during
the pericd of HK$0.9 million. Furthermore, there was an impairment loss
on goodwill arising on acquisition of an associate of HK$14.4 million
during the period ended September 30, 2005 while there was nil during
the period. The Group suffered less net losses under “Share of resuits of
associales” during the period of HK$2.0 million. Operating income from
continuing operations dropped from HK$39.3 million for the period ended
September 30, 2005 to an coperating income of HK$24.3 million for the
period.
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RESULTS AND FINANCIAL REVIEW (Continued)
Segment Results (Continued)

However, such contributions were reduced by the decrease in fair value
of conversicn options embedded in convertible notes of HK$200.6 million
as compared to the interim period 2005. Profit from discontinued
operations dropped from HK$67.1 million for the period ended September
30, 2005 to a loss of HK$46.6 million for the period. Finance costs incurred
increased by HK$17.6 million owing to the coupon interest in relation to
the issue of convertible notes by the Company during the period. In
addition, there were impairment loss on available-for-sale investments of
HK$28.0 million, decrease in conversion options embedded in convertible
notes from an associate of HK$19.1 million and impairment loss on gocdwill
of HK$6.6 million during the period.

Investment in Convertible Notes

During the pericd, the Group acquired four unlisted convertible notes
issued by companies listed on The Stock Exchange of Hong Kong for an
aggregate consideration of HK$389.0 millicn in addition to the existing
three convertible notes acquired during the year ended March 31, 2006,
A convertible note from an associate and convertible notes of an
aggregated amount of HK$305.0 million were acquired on acquisition of
GDI during the period, with a decrease in fair vatue of HK$18.1 million,
The aggregate fair value decrease of HK$185.1 million in respect of the
conversion option efement and increase of HK$5.9 million in respect of
the debt element were recognized in profit and loss and reserves,
respectively. An aggregate of HK$155.3 million was converted into
available-for-sale investments during the period. In addition, the aggregate
fair value increase in respect of two of the newly acguired convertible
notes designated at fair value through profit or loss and accrued interest
income of HK$5.5 million and HK$1.0 million were recognized in profit
and loss.

Liguidity

Bank and cash bhalances at September 30, 2006 increased significantly to
HK$61.7 million {(3/31/2006: HK$26.5 million), accounting for 2.1% (3/31/
2006: 1.4%) of the net tangible asset value of the Group. Such dramatic
increase was mainly altributable to the reclassification of bank and cash
balances of HK$26.0 million to “assets classified as held for sale” as at
March 31, 2006. The cash was mainly used for daily gperations and
invesiments in financiai instruments during the period. The current ratio of
the Group at September 30, 2006 was 2.71 (3/31/2006: 1.43).

Financial Review
The current assets of the Group at September 30, 2006 decreased by

HK$685.4 million (28.1%} to HKS1,752.0 million (3/31/2006: HK$2,437.4
million, as restated).
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RESULTS AND FINANCIAL REVIEW (Continued)
Financial Review (Continued)

Such decrease was mainly attributable to the decrease in inventories of
HK$4.1 million, available-for-sale investments of HK$73.5 million, short-
term loan receivables from related companies of HK$128.1 million, margin
loan receivables of HK$10.2 million at period end as compared to the
previous year. Furthermore, assets classified as held for sale of HK$1,645.2
million as at March 31, 2006 were disposed of during the period. Such
decrease outweighed the increase in other assel of HK$228.2 million,
trade and other receivables of HK$283.7 million, investmenis held fer
trading of HK$31.8 million, convertible notes designated at fair value
through profit or loss of HK$108.4 million, short-term loan receivables of
HK$474.1 million, loans to assaciates of HK$15.5 million, amounts due
from associates of HK$0.8 million and bank balances and cash of HK$35.2
miltion,

Other asset of HK$229.2 million as at September 30, 2006 arcse from the
acquisition of GD1 during the period.

Inventories decreased from HK$8.6 million as at March 31, 2006 to HK$4.4
million as at Septernber 30, 2006. Such decrease was mainly attributable to the
disposal of the trading of computer related products and trading of consumer
electronic products segments as mentioned in the aforesaid “Segment results”.

Trade and other receivables increased from HK$59,7 million as at March
31, 2006 to HK$343.5 millien as at September 30, 2006. Such drastic
increase was mainly attributable to the receivable of HK8305.2 million
from an acqguirer of the Group's former subsidiaries. The number of days
for debtors turnover decreased from 39 days tast year 10 24 days in
current period as a result of the disposal of the trading of computer
related products and trading of consumer electronic products segments
as mentioned in the aforesaid “Segment resuits”.

Short-term ioan receivables, short-term loan receivables from related
companies and loans to associates increased from HK$179.7 million as
at March 31, 2006 to HKE540.2 millicn as at September 30, 2006. Such
increase was mainly attributable to a number of loan agreements entered
into with third parties for an aggregate principal amount of HK$371.8
million during the pericd. An aggregate amount of short-term loan
receivables of HK$382.8 million was included on acquisition of GBI during
the period, with a post-acquisition interest receivable of HK$7.4 miflion
and provision for loan receivable of HK$12.8 million. During the period, an
aggregate amount of HK$388.7 million was repaid.

Deposit for acguisition of interest in properties of HK$57.1 million were
included in the Group on acquisition of GDI during the period. Deposits
for acquisition of subsidiaries of HK$50.0 million was made during the
pericd.

Trade and other payables decreased from HK$358.8 million as at March
31, 2006 to HK$188.1 million as at September 30, 2006. Such decrease
was mainly attributable to the decrease in trade payables of HK$38.1
million as a result of the disposal of the trading of computer related
products and trading of consumer electronic products segmenis as
mentioned in the aferesaid “Segment results”. The number of day for
creditors turnover decreased from 44 days in 2005 to 21 days in current
period.
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RESULTS AND FINANCIAL REVIEW (Continued)
Financial Review (Continued)

At September 30, 2008, total borrowings of the Group amounted to
HKS$1,152.5 million (3/31/2008: HK$720.5 million), of which HK$725.2
million (3/31/2006: HK$95.7 million) were not repayable within one year.
The borrowings included bank and other borrowings of HK$493.7 million
(3/31/2006: HK$887.3 million), overdrafts of HK$19.6 million {3/31/2006:
HK$33.2 million), In addition, there were convartible notes payable of
HK$639.1 million as at September 30, 2006. The increase in borrowings
was mainly due to the issue of convertible notes by the Company of
HK&770.9 million of which an amount attributable to the equity component
of the convertible notes of HK$143.4 miflion was classified under reserves.
New borrowings totalling HK$65.0 million were obtained during the period
for the purposes of investment and daily operation. Repayment of
HK$311.5 million was made during the period. Furthermore, an amount
of HK$7.2 million was excluded from the Group as a result of disposal of
a subsidiary in May 2006. Overdrafts decreased by HK$13.6 million as
compared to March 31, 2008.

Interests in associates

The increase in balance from HK$616.9 million as at March 31, 2006 to
HK$714.4 million as at September 30, 2006 was mainly due to the disposal
of the Group's 15.3% interest in China Strategic Holgings Limited (“CSHL™
and interesls in certain associates, and acquisition of GDI which contributed
an aggregate amount of HK$390.1 million and HK$483.8 millicn,
respectively. During the pericd, the Group had shared losses and decrease
in reserves of associates of HK$22.1 million and HK$0.7 million,
respectively, and currency translation reserve of HK$4.2 million. In addition,
an amount of HK$30.8 million was classified as “assets classified as held
for sale” as at March 31, 20086.

Pledge of assets

At September 30, 2008, certain assets of the Group amounting to
HK$235.4 million {3/31/2006: HK$1,430.C million) were pledged to banks
and financial institutions for loan facilities granted te the Group.,

Gearing ratio

The gearing ratio (borrowings/shareholders’ funds) at September 30, 2006
significantly increased to 39.5% {3/31/20086: 38.6%) owing to the increase
in bank and other borrowings and issue of convertible notes payable
during the period to finance the Group's investments.

Exchange rate and interest rate risks exposure

Most of the Group's business transactions, assets and liabilities are
denominated in Hong Kong Doliar. The risk of foreign exchange fluctuation
has not been significant to the Group. Interest rates of bank and other
lcans are at Prime plus. At the halance sheet date, the Group did not
enter into any interest rate speculative and hedging contracts.
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RESULTS AND FINANCIAL REVIEW (Continued)
Contingent liabilities

As at September 30, 2006, the Group had guarantee given ¢ a bank in
respect of banking facilities utilized by a third party of HK$27.0 million.
The Group a'so shared from an associate's contingent liabilities in relation
to guarantees given {o banks in respect of bank facilities amounted to
HK$0.1 million {3/31/2006: guarantees given to banks and other
guarantees amounted to HK$11.5 million).

Employees and remuneration policies

As at September 30, 2006, there were approximately 84 staff members
(3/31/20086: 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,
a mandatory provident fund scheme, medical insurance and discretionary
bonuses. Share oplions are awarded to employees on a maerit basis.
However, no share options were granted during the period.

BUSINESS AND OPERATIONS REVIEW

During the six manths ended September 30, 2006, the Group underwent
several corporate developments, comprised mainly of the disposal of its
then 45.2% interest in the Memorex® business in April 2008 and the
acquisition of a 98.92% interest in GDI in June 2008,

Upon the disposal of Memorex® busingss, the Group captured a significant
gain during the interim period. This handsome gain trought about working
capital and provided the company with an opportunity t¢ actively lock for
meaningful investments in viable businesses.

Subsequent 1o the disposal of Memorex® business, the Group completed
the acquisition of GO and took control over alf the businesses under GDI.
The Group then began the integration process within the combined
businesses s¢ as to consolidate the commaon or related businesses and
enjoy the synergistic results as much as practical. These businesses include
property development and trading, trading of securities, investment in
convertible notes issued by listed companies in Hong Kong and holding
of strategic investments. By utilizing the Group's strong business network,
professional expertise and diverse management resources, the integration
has been quite successful and is progressing well. Moreover, the Group
has extended the business portfolie to include those businesses carrying
cut by GDI. The diverse investments of GDI include China Enterprises
Limited, whose shares are iraded con the OTC Bulletin Board and MRI
Holdings Limited, whose shares are listed on the Australian Securities
Exchange.

Up to September 30, 2006, the Group has subscribed into convertible
notes of listed companies with an aggregate nominal value over Hong
Kong Dollars One Billion. Such listed companies are Asia Standard
International Group Limited, Macau Prime Properties Holdings Limited,
Mei Ah Entertainment Group Limited, Golden Harvest Entertainment
{Holdings) Limited, Wing On Travel {Holdings) Limited, See Corporation
Limited and Wo Kee Hong (Holdings) Limited. The subscriptions serve as
part of the Group's strategy to diversify its investment portfolio into the
growing industries.
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BUSINESS AND OPERATIONS REVIEW (Continued)

For the current period, the Group recorded a significant loss as a result of
the change in fair value of conversion options embedded in such
convertible notes.

The profit/loss mainly depends on factors, like market price of the shares
underlying in such convertible notes and the prevailing market interest
rates, as compared with the conversion price of the shares and the coupon
interest rates of the convertible notes. The Group will perform up to date
professional valuation of such convertible notes when preparing its periodic
interim and annual accounts and will take inte account the resulting profit/
loss due to the change in fair value of conversion options embedded in
such convertible notes. The resulting profit/loss on preparing the Group's
pericdic interim and annual accounts are non-cash items and, due to the
factors stated above, may or may not be changed substantialiy from
pericd to pericd.

Significant Investments

China Enterprises Limited (*CEL", carried on business in Hong Kong as
China Tire Holdings Limited)

During the pericd under review, CEL continues to be an investment holding
company. CEL is engaged in the business of property investment and
development in the People's Republic of China (“PRC"} and has substantial
interests in Hangzhou Zhongee Rubber Company Limited and Wing On
Travel (Holdings) Limited, which are principally engaged in manufacturing
and marketing of tires in the PRC and other countries abroad, and the
business of providing package tour, travel, and other related services and
hotel operations, respectively.

MRI Holdings Limited {("MRI")

Curing the period under review, MRI completed the acquisition of Zest
Health Clubs (*ZHC"), Australia's second largest health and fitness chain,
and number 1 in market share in 3 of Australia's 5 largest filness markets.
MR! has been actively participating in the operations of ZHC and continued
to penetrate its markets and grow in market shares.

Major Strategic Investments
PSC Corporation Ltd (“PSC")

At September 30, 2008, the Group is holding an effective interast of
24.26% in PSC, which is principally engaged in manufacturing of food
and other products, distribution of food and other fast moving consumer
goods, logistics and franchising, healthcare consuliancy and services,
and education.

Intraco Limited (“Intraco”)

At September 30, 2006, the Group is holding an effective interest of
7.25% in Intraco, which focuses on four core businesses, which include
commodities trading, projects, info-communications and the distribution
of semiconductors.
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BUSINESS AND OPERATIONS REVIEW (Continued)
Major Strategic Investments (Continued)}
Tat Seng Packaging Group Ltd. (*Tat Seng”)

At September 30, 20086, the Group is holding an effective interest of 15.51%
in Tat Seng, which is one of Singapore’s leading manufacturers of corrugated
paper packaging product with operations in Singapore, Suzhou ang Hefei
in the PRC. The Tat Seng Packaging group designs, manufactures and
sells corrugated paper packaging products for the packing of diverse range
of products according to customers' specifications, ts key products include
corrugated paper boards, corrugated paper cartons, die-cut boxes, assembly
cartons, heavy duty corrugated paper preducts and ather packaging related
products.

Wing On Trave! (Holdings) Limited (“Wing On Trave!")

At September 30, 2006, the Group is holding an effective interest of
11.14% in Wing On Travel, which is principally engaged in the business of
providing package tours, travel and other related services, and hotei
operation including a hotel chain branded under the name of “Rosedale”
in Hong Kong and the Mainland.

Major Acquisitions & Disposals
Disposal of 15.3% interests in CSHL and acquisition of interests in GD!

On March 10, 2005, the Company and PY! Corporation Limited entered
into a share sale agreement (the “Share Sale Agreement”) with Nation Field
Limited for the dispcsal of approximately 15.3% interests in CSHL at a
consideration of approximately HK$26 million. The Share Sale Agreement
was completed on May 24, 2006. On May 26, 2006, Somerley Limited, on
behalf of Well Orient Limited (“Well Orient”} made a voluntary offer to the
shareholders of GDI {*GDI Offer”). The GDI Offer closed on June 16, 2006
and Well Qrient received a total of 306,622,223 GDI shares. Together with
129,409,897 GDI shares (representing approximately 29.36% of the issued
share capital of GDI) already held by Well Orient, Well Qrient was interested
in approximately 98.92% of the issued share capital of GDI.

Disposal of assets of Mil

Cn January 19, 2008, M entered intc a sale and purchase agreement
(“S&P Agreement”) with Imation Corp. for the sale and purchase of certain
assets of MIl relating to the business of the design, development,
marketing, distribution and sale of hardware, media and accessories used
for the storage of electronic data as conducted by MIl and Hanny
Magnatics Europe Limited, Memorex Canada Ltd., Memorex Products
Europe Limited, Memorex Products 5.A.S., Memorex Products GmbH,
Memorex Products (Taiwan) Inc. and Memorex Products, Inc. for an
aggregate consideration of US$330 million plus adjustments amount and
earncut amount calculated in accordance with the S&P Agreement. The
S&P Agreement was completed on April 28, 2008. Details of the transaction
are set out in the circular of the Company dated April 10, 2006,
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BUSINESS AND OPERATIONS REVIEW (Continued)
Major Acquisitions & Dispesals (Continued)

The Underwriting Agreement and Subscription of rights shares of See
Corporation Limited ("SCL")

On April 22, 2008, the Company, Success Securities Limited and SCL
entered into an underwriting agreement pursuant to which the Company
agreed 1o underwrite up to 329,037,330 rights shares of SCL at a
subscription price ¢of HK$0.C14 per rights share. On the same day, the
Company executed an undertaking to SCL to take up its entitlement in full
under the rights issue of SCL. On June 30, 20086, a total of 1,991,487,330
rights shares of SCL were subscribed by the Company. Details of the
underwriting agreement are set out in the circular of the Company dated
May 17, 2006.

Subscription of canvertible note of Macau Prime Properties Hoidings
Limited (“MPP")

On April 27, 2006, the Company and MPP entered into a subscription
agreement (“MPP Subscription Agreement”) regarding the subscription of
1% convertibie note of MPP with the principal amount of HK$270 million.
The MPP Subscriptiocn Agreement was completed on June 15, 2006.
Details of the transacticn are set out in the circular of the Company dated
May 26, 2006,

The Subscription Agreements and the proposed issue of convertible
exchangeable note of the Company

On June 27, 2006, the Company entered into five conditional subscription
agreements with each of five subscribers (including ITC Corporation Limited
("ITC") and four other fund subscribers) in relation to the subscription by the
subscribers of 1% convertible exchangeab!e notes with an aggregate principat
amount of USE150 million (equivalent to approximately HK$1,164.9 million)
to be issued by the Company at par (“Convertible Notes"). Pursuant to the
subscription agreements, the Company was required after the signing of the
subscription agreements to enter into a contract ("CEL Agreement") with
CEL for the subscription of 1% convertible note of CEL with the principal
amount of US$100 million. The CEL Agreement was entered into by the
Company and CEL on August 29, 2006. On August 30, 2006, each of the
subscribers of Convertible Notes and the Company entered inio the
supplemental agreement pursuant to which the parties agreed that the
completion of the subscription of Convertible Notes would be conditional on
the closing or lapse (whichever is earlier) of the offers made by Famex
investment Limited (“Famex”), an indirect wholly-owned subsidiary of 1TC.
The subscription agreements (as amended by the supplfemental agreements)
and the CEL Agreement were approved by the shareholders of the Company
on September 25, 2006 but yet to be completed as at the date of this
interim report. Details of the transaction are set out in the circular of the
Company dated September 8, 20086.
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BUSINESS AND OPERATIONS REVIEW (Continued)
Major Acquisitions & Disposals {Confinued)

Subscription of convertible note of Mei Ah Entertainment Group Limited
(“Mei Ah"}

On June 28, 2006, the Company and Mei Ah entered into a subscripiion
agreement (“Mei Ah Subscription Agreement”) regarding the subscription
of 4% convertibie note of Mei Ah with the principal amount of HK350
million. The Mei Ah Subscription Agreement was completed on August
11, 2006. Details of the transaction are set out in the circular of the
Company dated July 21, 20086.

Subscription of convertibie note of Golden Harvest Entertainment
{Holdings) Limited ("Golden Harvest")

On Julty 10, 2006, Quick Target Limited, an indirect wholly-owned subsidiary
of the Company, and Golden Harvest entered into a subscription agreement
(*GH Subscription Agreement”) regarding the subscription of 4% convertible
note of Golden Harvest with the principal amount of HK$50 miilion. The
GH Subscription Agreement was completed on August 22, 2006. Details
of the transaction are set out in the circular of the Company dated July
28, 20086.

Conditional mandatory cash offers by Kingston Securities Limited for and
on behalf of Famex

On September 1, 2006, ITC and the Company jeintly announced that on
August 17, 2006, Famex entered inte an agreement with an independent
third party pursuant to which Famex conditionally agreed to acquire
22,812,359 sale shares at a consideration of HK$86,686,964.20 at HK$3.8
per sale share. Completion of the agreement tcok place on November 7,
2006. immediately upon cempletion, Famex and parties acting in concert
with it were, in aggregate, interesied in approximately 38.67% of the
voling rights of the Company. Accordingly, Famex was required to make
a conditional mandatery cash offer to acguire all the issued shares and
outstanding convertible bonds of the Company (other than those already
owned by or agreed to be acquired by Famex and parties acting in concert
with it (except Cobbleford Limited)) under the Hong Kong Code on
Takeovers and Mergers (the "Offers”). Details of the Offers are set out in
the offer document of ITC dated November 13, 2006. The Offers closed
at 4:00 p.m. on December 13, 2006. Famex received a total of 53,080,585
shares (representing approximately 21.02% of the issued share capital of
the Company} and convertibte bonds with face value of HK$5,775,870
{representing approximately 0.75% of the outsianding cenvertible bends
of the Company). Together with the shares held by {i) Famex; and (ii}
Famex and parties acting in concert with it, Famex was interested in (i}
161.589.501 shares (representing approximately 63.98% of the issued
share capital cf the Company) and the convertible bonds with face value
of HK$5,775,870: and (i} 174,871,892 shares (representing approximately
69.24% of the issued share capital of the Company) and the convertible
ponds with face value of HK$141,441,885.
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CRZBZRNFNAAT - BRBC-RBEAZSH
HRFLFAMAZEFAF LA T -BZRH
g

BEHRARER (H) gRA8 ([ZX)) 7
KB E

HZBFENF LA+ B Quick Target Limited (2%
2AlzME2EWMAB LR BREREIZ—HZB1%
BUZER2BHE]) UBBERETSE S
50,000,000 st 7 4% T LIARI B - ERBMIRES
RI_BREAFNAZ+2BRX -BRSHEZHN
HAT DR EMATFRRAET- A TNEBEZEE
p"qc

EFEFEE AR QA A RH R G S
B % Yk o

HIBFAFALA—R EBHERAQTES LM E
BR-—E£BIBE-ENEFAENR TR
— BB - Hu B EREFRSESBHERG3.8
AT B2 359 B R - KEAE
86,686,064 20 L GO R _REXSFEF+—F8
AR -EERRE ERRE—HAPHALEH
HAADTIHGEE7RIBIEE - Hit BETHEWER
SHTE ERARUERGEINERE WEEE-
KRB ARDF 2B HITROEEMATRZ TR
% (EEERE— BB ALCHOSEER TR
B #02 4h - 1 T B 35 Cobbleford Limited) ([ 4#5
)-SR HHCHAERABRA SRS
F#+-A+=ZAzWBGBTHR-WEREN
BERAFL A=A THENBER L-EEBa S
U 253,080,585 MG (EXRDRERTEEY
21.02%) RHEE A5 775,870 L 2 A KB4 (4
AATMENEr IR BEMHF0.75%) < ERGE
BEREZRG REBREE-BTBALERSE
ZHE D HEE A 0)161,589,501 800 ((ER2FE
WITAR AR $963.98%) R EH 45,775,870 T 2 A 5
B B(iyi74,871,802M B {% (AR DBRIE BT
B AR E960.24%) R EIEA 141,441 886 e 2 0] 3 i
% -
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Management Discussion and Analysis (Continued)
BIERE W Mk o AT o)

QUTLOOK

The Group has set its investrment focus on the Asian marksts, especially
the PRC, a market ptace proven to show tremendous opportunities for
investors seeking fruitful returns on their investmants. In furtherance of
the Group's plans to expand its existing presence in the PRC, the Group
wilt concentrate its efforts on mergers and acquisitions and to use this
platform 1o broaden its PRC portfolio. The Group believes this approach
will enable it reach exponential growth in revenue and operating profits.

Looking ahead, the Group believes that the Renminbi is a currency warth-
noting with a high potential for appreciation. With a significant amount of the
Group’s assets located in the PRC, it hopes to take advantage of an increase
in valug of its net assets located in the PRC should the Renminbi continue to
rise.

As the Group moves forward, we are optimistic about our investments in
the PRC. We have proven our ability to identify businesses that can be
enhanced in value through proper planning, restructuring and growth. Qur
successiul sale of the Memorex® business and the huge gain captured
under the current management has proven the Group's abilities. The Group
will continue to strive for further legendary achievements to come.

RE

ARWEHTAENTRZEE RUPBEE =
R+ EMaEHRR RASAIRTERYEZR
ARIH-REMETHIBRPE 2 BEEEI T
BEANRETHBED BREAREARTEZ
EBHEEG-TEEEG HWBBUTAEEHIUAR
FEHRMERBRER.

ERREHE ZEEEEARR2AEENES BB
BB -2EOABHEEDURTE -=EMIE
CHEARBTEHAG AAPBEz EEFER
BEMBNMEREE.

FEBEREEAmA $RTRZBTRRSEH.
AEBEPEER AR R FRERHE -5
HEERUIBRBHAMBEZER -FEMRNEE
Memorex®R K- EERTEREZ AN TIE
BAUR- TEAREBEZTHRES -FEEHEESA
BARE -BRBOASE-
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As al Septermmber 30, 2006, the interasts and short positions of the directors
of the Company in the shares, underlying shares and debentures of the
Company and its associated corporaticns {within the meaning of Part XV
of the Securities and Futures Ordinance (the “5FC") which (a) were required
to be notified to the Company and The Stock Exchange of Hong Kong
Limited {the “Stock Exchange”) pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests and short positions which they are taken
or deemed to have under such provisions of the SFO) or pursuant to the
Medel Code for Securities Transactions by Directors of Listed Issuers {the
“Model Code”) set out in Appendix 10 of the Rules Governing the Listing
of Securities (the “Listing Rules”) on the Stock Exchange; or (b) were
required to be entered in the register kept by the Company pursuant 1o
Section 352 of the SFQ, were as follows:

{a) Interests in shares of the Company

HERkD EHERGREMOS @2 REO

RIZBEAFAAZTE RLBEBRELAR
Higm szl (ER R85 MRG0 ([ RHA
i) BxvE) 28 - BHBE ENEPHEG ()
REIHRAREANSVEETRSH (BEBE
BHRMEGRANzZ ARG RERAFREERS
CHESRAS) ARBEFERESEAFERLT
(TBEATFRL) B3 ERsBAl ([ LR AL i+ Bf
WEMOEERETTERFXFERETR ([ERST
B A ELRIRMEMZIERRKA  BOR
BEFRAEKIEBEREARNECRER
zEBELERAzERRMANT:

(@) NELTRDZER

Approximate %

Number of of the issued
Long position/ Nature of shares held share capital
Name of Director Short position Capacity interest in the Company of the Company
REZALH EEXARERA
BEBEH BR/ER - 30) BEtg kie®E BERNE2 I
Dr. Chan Kwok Keung, Charles Long position Beneficial owner Perscnal interest 1,627,697 0.64%
{*Dr. Chan") (Notes 1 & 2) %1y REETA BARE
EREET([EEL)) Leng position Interest of Corporate interast 84,276,919 33.41%
(i1 B2) 1) controlled RElES
corporation
FELBZES

Dr. Yap, Allan {"Cr. Yap") Long position Benelicial owner Persanal interast 4 906,260 1.94%

Yap, Mant® T { Tyap® 1) HA REBRFA BAE

Mr. Lui Siu Tsuen, Richard ("Mr. Lui”) Long position Beneficial owner Personal interest 3,350,000 1.33%

BRAREL(IEERE]D Ha REHEBA A

Notes: Frar:

1. This interest does not include interesls in underlying shares of 1. BEETREALRZRRITEIAZE
equity derivatives of the Company. This intarest needs to be MREER EERBAT 05 HRFAE
aggregatad with those set out in sub-paragraph (b) below to give EESH UHHEEIRELTZiES
the totat interest of Dr. Chan in the Company, -]

2. Dr. Chan is deemed to have a corporate interest in 84,376,919 2. Bx # 1 B & Chinaview International

shares of the Company by virtue of his interest in Chinaview
International Limited ("Chinaview"). This inlerest was detailed and
duplicated with the interests as shown in the paragraph “Interests
and Short Positions of Shareholders discloseable under the SFC”
below.

Limited ( {Chinaview! ) T B & MERA
R A DAI84,376 9108 B2 (3 2 2 R1E
BoHBHCETXEREE RGN
FRAFERZPBEEBRRHA| -8
i RS T i R = )
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General Information (Continued)
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DIRECTORS' INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES {Continued)

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

i)

(i)

Convertible Bonds

HEMARO ERRGROS2ERR LA (F)

(o) RAZTRATETR(EERELFEH
O 2B

1)

B 3 1 i

Number of
underlying shares
{unlisted equity

Approximate %
of the issued

Long position/ Nature of derivatives of share capital
Name of Director Short position Capacity interest the Company) held of the Company
BRERRG
(RLTHLD EELACET
EBER #R/%A 80} gHMHA B&{TETRIHA [ X3 K04
Dr. Chan Long pesition Beneficial owner Personal intersst 315,756 0.13%
BREL HE RHEETA BAER
Long pesiticn Interest of controlled Corporate interest 10,662,920 4,22%
Ha corperation oaliE
ERafzigi
Convertible Exchangeable Notes {ii) BB BT
Number of
underlying shares Approximate %
{unlisted equity of the issued
Long position/ Nature of derivatives of share capital
Name of Director Short position Capacity interest the Company) held of the Company
HEERRS
(ZDEIELS EXRLASRT
HEEH BE/ XA 56 Axtrg EAxT4EIA)RE REE@KEoH
Dr. Chan Leng position Interest of controlled Corporate interest 147 058,823 58.23%
it ) corporation LEER

REMANIRE
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DIRECTORS' INTERESTS AND SHORT POSITIONS IN SHARES, HEAB - HERGEMGHE MR AL (4)

UNDERLYING SHARES AND DEBENTURES (Continued)

{c} Interests in associated corporations {as defined in the SFQ) of the (e} mpAacaERZEl (FEREFRHANE
Company ) 7 HE
i) interests in share options of PSC Corporation Ltd (“PSC”) (" REREMGRLE([HES
)BT
Approximate %
Number of Exercise of the issued
Name of Long position/ Nature of Exercisable share options price per share capital
Director Short position Capacity interest period held in PSC share of PSC
58
KhEEREN HERRRORT
BEER FR/%R 8t BEnH TEER BREHNBE SEBOEA HARRESH
EhEx
Dr. Yap Long position Beneficial Personal August 20, 2004 to 5,000,000 0.086 0.27%
Yot i owner interest August 18, 2013
THEHA AR “EFEE
NE-+BE
ZF-=F
ARTAR
Mr. Lui Long position Beneficial Personal August 20, 2004 to 2,000,000 0.086 0.11%
BRE 8 awner interest August 19, 2013
TEREA AARE ZZ7AE
AREZ+8E
Z¥--%
NATAS
{ii) Interests in Wing On Travel (Holdings) Limited ("Wing On") (if} RAKEHEE (IR FR 2 ([
Tl zER
{a) Interests in shares of Wing On (a) FRZTRIGZ R
Number of Approximate % of
Long position/ Nature of shares held the issued share
Name of Director Short position Capacity interest in Wing On capital of Wing On
ERECET
FEXE BEgn
BEZEH HA/ R -3+ BHEE 478 ;X BOKE
Dr. Chan Long position Beneficial owner Personal interest 4,529,800 0.74%

L3

ite

AEAEBA

A&
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General Information (Continued)
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DIRECTORS' INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES (Continued)

(3] Interests in associated corporations (as defined in the SFO) of the
Company (Continued)

HEREG HBEROEUZ @8 RHA (4)

() RELAARZE (EEREHRRK
) 2 & (41

{ii) Interests in Wing On Travel {Holdings) Limited (“Wing On"} (i) Rk ZweE (FFR) FRDE ()

(Continued) Tl ZHER(F)

(t) interests in share options of Wing On (o) Rk TiEREZIFER
Number Approximate %
of share Exercise of the issued

Name of Long position/ Nature of Exercisable options held price per share capital
Director Short position Capacity interest period in Wing On share of Wing On
HK$
EXEERT
BEXE g5k .5 )
BEEE Ba/HR -4 B33 TEEE RRENB fTEA Ep:x:/
AT
Dr. Yap Long position Beneficial Personal June 22, 2006 1o 4,000,000 0.728 0.65%
Yapigt #E owner interest June 21, 2008
THEEA BAER ZREAE
~R-+=8
EZERAE
~A-+-18
Mr. Lui Long position Beneficial Personal June 22, 2006 fo 4,600,000 0.728 0.75%
BEE HE owner interast Juns 21, 2008
N#ERA BAGS Z¥ER
~A-tZE
E-FRNE
~E-t+-E
Mr. Kwok Ka  Long position Beneficial Perscnal June 22, 2006 to 500,000 0.728 0.08%
Lap, Ava  § 8 owner interest Jung 21, 2008
BRYEE THEEEA BAEH —FRRE
~AZ+ZH
EZRENE
“AZ+-B
Mr. Sin Chi Fai Long position Beneficial Persanal June 22, 2006 to 500,000 0.728 0.08%
AEBEL g0 owner interest June 21, 2008
REHEFA HAlEs ZFERE
~AZHZ
ECRENF
~AZT-B

Save as disclosed above, as at September 30, 2008, none of the directors
of the Company had (a) under Divisions 7 and 8 of Part XV of the SFC,
nor were they taken or deemed to have under such provisions of the
SFO., any interests or short positions in the shares, underlying shares or
debentures of the Company or any associated corporations {within the
meaning of Part XV of the SFQ); (b) any interests which are required 10 be
entered into the register kept by the Company pursuant to Section 352 of
the SFO; or (¢) any interests which are required to be notified to the
Company and the Stock Exchange pursuant to the Model Code.

BrExmEREM B _FEAFLAZSTRE ER
ANIFHEQBRESF RS RHENVEETRES
HRBEEFLHERM ARG FENE
RELAREFAABREM(ERELBESFLHTIE
TEXVER) Z RS BRI RSP A T
LA DRERHEEHEEISEBAFM AR
ARRERZEREMAZ FAES: Ric)REiEE
FUEARAGE LA RN T 2 IR
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INTERESTS AND SHORT POSITIONS OF SHAREHOLDERS
DISCLOSEABLE UNDER THE SFO

So far as is known to the directors of the Company, as at September 30,
2006, the following parties had interests or short positions in the shares
or underlying shares of the Company which would fall to be disclosed o
the Company under the provisions of Divisions 2 and 3 of Part XV of the
SFOQ, or which were recorded in the regisier required to be kept by the
Company under Section 336 of the SFC:

RARZRHMEHRHATREREZRRESR SN

HEQTHEBHMA H_FERFALAZ+E TFH
AtRFELARGMEBESCEAREESFRA
FTRPIEXVEE2RIZBEXMARIRRERZ
REIUKE RIBBRE S RHAEDIS86RRER
WRELAFEE, BEMA BRI

Number of
Number of underlying shares Approximate %
shares of {unlisted equity of the issued
Long position/ the Company derivatives of share capital of
Name of Sharehotder Short position Capacity held the Company) held the Company
HEERER HEDF
BEXRH (ERRAFLTRE 2RTRE
REEH BR/ %A &t RiEkE 14T A) KA fanagk
Ms. Ng Yuen Lan, Macy (Note 1) Long positicn Interest of spouse 84,376,919 - 33.41%
mEAMR L (Bd1) Wi EEHa
Leng position Interest of spouse - 157,721,743 62.45%
531y =
Long position Interest of spouse 1,627,697 ~ 0.64%
1 REER
Leng position Interest of spouse - 315,756 0.13%
HE AR
Dr. Chan (Note 1) Long position Interest ot controlled 84,376,919 - 33.41%
Paigt (M 1) gE corporation
FERLEZES
Long paosition Interest of controlied - 157,721,743 62.45%
He corporation
REDAZER
Long position Beneficial cwner 1,627,697 - 0.64%
HE NEHEFA
Long position Beneficial owner - 315,756 0.13%
iE NEEHA
Chinaview (Note 1) Long position Interest cf controlled 84,376,919 - 33.41%
Chinaview (B7i¥1) HE corporation
TEDRZER
Long position Interest of controlled - 157,721,743 62.45%
HE carporation
LEDAZES
Galaxyway Invastments Limited Long position Interest of controlled 84,376,919 - 33.41%
(*Galaxyway™) (Note ) Ha corporation
Galaxyway Investments Limited THDRAZESR
([ Galaxywayl ) (Hf81) Long position Interest of controllad - 157,721,743 62.45%
wHE corporation

RRnAZEL




18 HANNY RULDINGS LIMITED a2 55 8 17 PR 2 Rl

General Information (Continued)

—RE R a1)

INTERESTS AND SHORT POSITIONS OF SHAREHOLDERS

REESRBERARTERZRERESEREA

DISCLOSEABLE UNDER THE SFO (Continued) (47)
Number of
Number of underlying shares Approximate %
shares of {unlisted equity of the issued
Long position/ the Company derivatives of share capital of
Name of Shareholder Short position Capacity held the Company} held the Company
REERRG EERT
FEELH (FRRAFLTRE ERTHE
BREH 3-8 3 &6 1870 42 fT*IR) KA BHNESE
ITC Corporation Limited Long position Interest of controlled 84,376,919 - 33.41%
{“ITC"} {Note 1) sy corporation
BREREEERRA RERAIZES
(TER]) (1) Long position Interest of controlled - 10,662,920 4.22%
gy corporation
REQRzER
Long position Beneficial owner - 147,058,823 58.23%
Wi REEFA
ITC Investment Holdings Limited Long position Interest of controlled 84,376,919 - 33.41%
(“ITC Investment”) (Note 1) b corporation
ITC Invesiment Holdings Limited FHLEES
(TG Investment] ) (Ffé1) Long position interest of controlled - 10,662,920 4.22%
g corporation
RERTZES
Mankar Assets Limited Long position Interest of controlled 84,376,916 - 33.41%
{“Mankar") {Note 1} i3 corporation
Mankar Assets Limited PHEANZER
{IMankar |} (Higt1)
Famex Investment Limited Long position Beneficial cwner 84,376,918 - 33.41%
{*Famex"} (Nota 1) 334 MalEFA
EREAERLE
(TRE)) (HET1)
Gandhara Advisors Asia Limited Long position Investment manager 13,441,697 - 5.32%
a/c Gandhara Master Fund Limited e vEgE
Gandhara Advisors Asia Limited
afc Gandhara Master Fund Limited
Mr. Ma Ho Man, Heffman Long position Beneficial owner 22,812,359 - 9.03%
{"Mr. Ma") HE HEEFA
BExxe([BLE]) Long position Beneficial owner - 2,303,333 0.91%
HE REAFA
Stark Asia Master Fund, Ltd. Long position Beneficial owner - 16,686,275 6.21%
(“Stark Asia”) (Note 2) #a THEAA
Stark Asia Master Fund, Ltd.
(TSlark Asia}) (FtE2)
Stark Master Fund Ltd. Long position Beneficial owner - 101,960,784 40.37%

(*Stark Master™) (Note 2)
Stark Master Fund Ltd.
(TStark Master] ) (B1E2)

HE

EBRAA
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INTERESTS AND SHORT POSITIONS OF SHAREHOLDERS

RERFEOHRHATERZRRELRAE

DISCLOSEABLE UNDER THE SFO (Continued) (41)
Number of
Number of underlying shares Approximate %
shares of {unlisted equity of the issued
Long position/ the Company derivatives of share capital of
Name of shareholder Short position Capacity held the Company} held the Company
HEHEERG HELTE
HEFLE (KLFFELARE CERITRE
BREBE i3- 0 g RGBS fTEIA)BE goast
Stark Investments {Hong Kong} Limited Leng position investment manager - 127,450,980 50.47%
("Stark Invastments™) (Note 2) Ha gRgeE
Stark Investments (Hong Kong) Limited
{ [Stark Investments) ) (fi22)
Evolution Master Fund Ltd. SPC. Long pesition Bengficial owner - 19.607,842 7.76%
Segregated Portfolio M BE RHEERA
(“Evoluticn Master”) (Note 3}
Evolution Master Fund Ltd. SPC,
Segregated Portfolio M
{ [Evolution Master] ) (#f#3)
Evolution Capital Management LLC Long position Investment manager - 19,607,843 7.76%
{“Evolution Capital’) (Note 3 39 1) RARE
Evolution Capital Management LLC
([Evolution Capital] ) {Bf#3)
Notes: ff 4t -
1. Hallyfield Group Limited ("Hollyfield™), a wholly-owned subsidiary of ITC 1. Hollyfield Group Limited { [ Hollyfield} ) { 51TC

Investment, owns 3 shares of the Company (“Shares™) and 10,662,920
underlying shares (in respect of unlisted equity derivatives} of the Company
{*Underlying Shares”). Famex is a wholly-owned subsidiary of Mankar.
Mankar is a whally-owned subsidiary of ITC Investment, which in turn is a
wholly-owned subsidiary of ITC. Galaxyway, a wholly-owned subsidiary of
Chinaview, owns more than one-third of the issued ordinary share capital
of ITC. Dr. Chan owns the entire issued share capital of Chinaview. Ms. Ng
Yuen Lan, Macy is the spouse of Dr. Chan. Mankar, 1TC Investment, ITC,
Galaxyway. Chinaview, Dr, Chan and Ms. Ng Yuen Lan, Macy are deemed
to be interested in 84,376,916 Shares held by Famex. ITC Investment, ITC,
Galaxyway. Chinaview, Dr, Chan and Ms. Ng Yuen Lan, Macy are deemed
to be interested in 3 Shares and 10,662,820 Underlying Shares held by
Hollyfield. Galaxyway, Chinaview, Br. Chan and Ms. Ng Yuen Lan, Macy
are deemed to be interested in 147,058,823 Underlying Shares held by
ITC. Ms. Ng Yuen Lan, Macy is also deemed to be interested in 1,627,697
Shares and 315,756 Undertying Shares held by Dr. Chan.

Pursuant to a sale and purchase agreement dated August 17, 2006 (as
supplemantad on August 28, 2006 and October 4, 2006), Famex has
conditicnally agreed to acquire 22,812,359 Shares held by Mr. Ma,

ITC, through Hollyfield holds 2% convertible bonds of the Company due
2011 {“Convertible Bonds") with fagce value of HK$95,866,28C. Upon full
conversion of the Convertible Bonds at an initial conversion price of HK$9
per Share, a total of 10,662,920 Shares will be issued to Hollyfield. Dr.
Chan holds the Convertible Bonds with face value of HK$2,841,810. Upon
full conversion of the Convertible Bonds at an initial conversion price of
HK$9 per Share, a total of 315,756 Shares will be issued to Dr. Chan.

InvestmentZ A M 2 8) AR E TR MH
(TR R(KFELTRATEIADET)
10,662,920R% &= 2 FAERAAL 15 ([HEMARM ) - B
B A MankarZ & ¥ B I 2 € - Mankar&1TC
Investmentz & A M &3 2 8 - MITC Investrment 8 &
Bz 2 HH B2 8 - Chinaview.z £ ¥R 4 8
Galaxyway B H I ECBITEERBEE=a2—1
FeEig+ G ChinaviewZ2 BIE BITR K -HEH
7+ Bkl 4 2 BB -Mankar * (TC Investment » 2
# - Galaxyway * Chinaview - BT Efi@@iz 1+
WIRAREERESH 284,376,016 AP HAH
#ITC Invesimen - {Z1% - Galaxyway - Chinaview -
Mt EESEM T HiERARHolyleldiiH 23
RO AR 13 10,662 020 IEMB P HAEDR-
Galaxyway - Chinaview - fRif + B (h M 2z + 193
B AREEE T 2 147,058,623 1BRAR A R IEAT
x-mEMEzTARKAPEE LR O Z
1,627.687R A% {7 K315, 756 ¢ BREIR (AR 1
e

BE-HBAFZIRENATEAZATW
MR ZDEARENAZTNBRE-RTRE+TA
MHFPUARR) HEEHENREZMEE AL
R 222,812,350 % {7 -

AP E BHolvfield E B R DR _ZF——FHM
MW A95966,280i{ 7T 7 2%0] K 1A{T4 (oI #
1% 1) -RESTRNIF RS LM GRER
OB B MEIRE - & 410662020 HEE
{7 THollyfield - B/ A M HA2.841.8108TZ
A RBROH-REIFTRAMARVSFLATER
B cHENELRE S431576BRHEE
FPHEL-
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INTERESTS AND SHORT POSITIONS OF SHAREHOLDERS
DISCLOSEABLE UNDER THE SFO {Continued)

Pursuant to a subscription agreement dated June 27, 2006 (as
supplemented on August 30, 2008), ITC has cenditionally agreed to
subscribe for at completion 1% convertible exchangeable notes of the
Company due 2011 {"Convertible Notes”) with the principal amount of US$75
million which entitle its holder to convert into 147,058,823 new Shares at
an initial conversion price of US$0.51 per Share (subject to adjusiment).

2. Pursuant 1o the subscription agreements dated June 27, 2006 (as
supplemented on August 30, 20086}, Centar Invesiments (Asia) Lid. (*Centar
investments”), Stark Asia and Slark Master have conditionally agreed 1o
subscribe for at complation the Convertible Notas with an aggregate principal
amount of US$B5 miliion which entitle the holders to convert into
127,450,980 new Shares at an initial conversion price of US$0.51 per
Share (subject to adjustment). Centar Investments, Stark Asia and Stark
Master are funds managed by Stark Investments.

3. Pursuant to a subscription agreement dated June 27, 2006 (as
supplemented on August 30, 2008), Evolution Master has conditionally
agreed to subscribe for ai completion the Convertible Notes with the
principal amount of US$10 million which entitle its holder to convert inta
18,607,843 new Shares at an Initial conversion price of US80.51 per Share
(subject to adjustment). Evclution Master is a fund managed by Evolution
Capital.

Save as disclosed above, as at September 30, 2008, there was no other
party (other than the directors of the Company) who had interests or
short positions in the shares or underlying shares of the Company which
would fall to be disclosed to the Company under the provisions of Divisions
2 and 3 of Part XV of the SFO, or which were recorded in the register
required to be kept by the Company under Section 336 of the SFO.

SHARE OPTION SCHEMES

The Company's share option scheme was adopted on August 21, 2001
{the "2001 Share Option Scheme”) for the primary purpose of providing
incentives to the employees of the Group. Under the 2001 Share Option
Scheme, tha board of directors of the Company may grant options to
eligible employees including the directors {but excluding independent non-
eéxecutive directors) of the Company and the directors of any of the
subsidiaries of the Company. All the options granted under the 2001
Share Option Scheme expired ¢n August 30, 2006,

Pursuant 1o a resolution passed at a special general meesting of the
Company on March 17, 2003, the Company terminated the 2001 Share
Option Schemea and adopted a new share option scheme (the “2003
Share Option Scheme™). Under the 2003 Share Option Scheme, the board
of directers of the Company may grant opticns to the eligible persons
(subject 1o the terms and conditions stipulated in the 2003 Share Option
Scheme) for the purpose of providing participants with the opportunity to
acquire proprietary interests in the Group and encouraging participants to
work towards enhancing the value of the Group and its shares for the
benefits of the Group and its shareholders as a whole. All the options
granted under the 2003 Share Option Scheme expired on February 22,
20086.

As at September 30, 2006, the number of shares in respect of which
share options had been exercised under the 2001 Share Option Scheme
was 3,250,000 (2005: N, representing approximately 1.29% (2005: Nil)
of the shares of the Company in issue on that date.

REFFRMERNATERZRRER O
(#1)

BEBMA-—SSSNFAA+TERZ TR GE
(R-FBRNENAZ+TOIFUER) BHECHE
HRERTABIEBELAIR-F——FIHF
SEATS000,000ETZ %A R BRI T HERE
(TTHRERE]) EFESEABREDSLS
HEaRBRG0sIEL (M PRE)BILRNRER
#15147,058,8230 SR {7 -

2. BEABMA—RTAYRAZHTBEZER B
(R-ZBFNENA=Z+EFLHEER) - Centar
Investments (Asia) Lid. ([ Centar Investments] ) »
Stark Asiafi Stark Master2 47 1% (£ 5 B R ST 05
RIEAEREA A AB5000000ETL 2R HBER
BHETEFGAEANENSZRNATRERGH0.51
Zor (5] Fi9%) WA 5 R IR 3 13127,450,980
R % 1% 173 » Centar Investments - Stark Asia & Stark
Master 4 Stark lnvestments R B IE 2 R &

3. BEEBA-FTATNA-+THAZ 2B BN
(RZBTAFENAZTETEER) - Evolution
Master2. A (%4 [ & 7 52 5% K 4858 10,000,000 7T
ZEAHDERE BEFARSABHERNSELAMNT
RS IEA (T TFRR)BALARER DL
19.607,8430% 7 2 {% » Evolution Master £ Evolution
CapitalFiEB 2 K&

HEXHREREN R-BERFALAZ+A HE
HEfp AT (BRI RARITRDIEMBRHTPFE
ARERF ARG EXNVDE2RID BB A
mA L EER R BES R AEEIIE6ERE
HERTLRTFRZECMA R KA

iR AT

FRRR—FE-FAR -+ -BERABRE
=% -=@BREHD)) SEERAREY
EO-RE_FT-—FHBENH 27T ET
MELRzZEERER SEFEHE(ATEERIHE
BT RAQBEMHB LR RR L ERIE-
R-FF-EBREANHET o AABEEEN -
BRNENA=ZTBEIE-

BEREFALIRFTETEZFETCRBIZHER
FlAB FBAZREE ZRABCKE-RF -«
PRREGD AR - EHRRRETH( =
FREBEAS -BE_ST=-FBERIEHR- &5
SR AAER 7 AABATEDBRE &
AR R -FRBESIFE SR EIFIEARR
B-—SECFERRZARSERSAHEHEA
ANEDBES 2B YERNSAERHLNE
BREDFE CERASAES BAXSERER
BrzRENR-_BF-FEFBEEANETZMEE
BEOR TR ANE_RA=+=-H 8§

RIEERFAAZ+R BHE_FR - FRRE
HHEMTEs2HBERASRAZBRMEE S
3250000 (ZFFAFE :8B) HEBEERTZE
BB H1I20% (- FEFRF E) -




General Information (Continued)

—KER m)

Interim Report 2006-2007 & B3§ & bl

SHARE COPTION SCHEMES (Continued}

The five trading days welighted average closing price of the Company's
shares immediately before August 30, 2006, the date of exercise, was
HK$3.466.

The following table discloses details of the Company's sharg optioens held
by employees {including directors} of the Company and movements in

such holdings during the period ended September 3C, 2006:

2001 Shara Cption Scheme

Bt (A7)

EERIEEM_FENFNA=ZTEMRLBREE
Z ho#E o5 Wl 33,466 T

TRERBEZE-_FFANFALAZTHLBHEELT
EH(BEEF) KIS AFIMRERHLEEE

#:
— TP E MR B

Number of share options

BRAEKE
Outstanding Cancelled/  Qutstanding
Exercise as at Granted Exercised Lapsed as at
Exercisable price April 1, during during during September 30,
Date of grant period per share 2006 the period the period the period 2006
HKS
R-QEAF R K-SR~ F
=14 mA—A g Bim [5¥:3 P AR=+AH
= TESR TER ZE g8 e =3 z &
T
Directors
HD
Dr. Chan August 31, 2001 to 2.9688 4,000,000 - - (4,000.,000) -
1 August 30, 2006
August 31, 2001 —BF—-F
ZBF-F NE=+—-BE
NA=+—8 —EFAE
AB=+8
Or. Yap August 31, 2007 to 2.9868 3,250,000 - (3,250,000} - -
Yap + August 30, 2006
August 31, 2001 _BE-%
ZT¥B-F AE=+—-HZE
NR=+—8 ZEERE
NA=Z+A
Director of subsidiaries
of the Company
ALAMRARRAZER
August 31, 2001 August 31, 2001 to 2.9888 1,750,000 - - (1,750,000} -
—RR-£F August 30, 2006
ANR=+—8 TFF-—F
NB=Z+—-BE
ZEERF
AB=+8

The financial impact of share options granted is not recorded in the
Company's ¢r the Group's balance sheet until such time as the options
are exercised, and no charge is recognized in the consclidated income
statement in respect of the value of options granted during the period
ended September 30, 2006. Upon the exercise of share options, the
resulting shares issued are recorded by Company as additional share
capital at the nominal value of the shares, and the excess of the exercise
price per share over the ncmina! value of the shares is recorded by the
Company in share premium account. Options which are lapsed or cancelled
prior to their exercise date are deleted from the register of outstanding
options.

EENzRRE2HBREBYRIEAELTNER
MraZzAafixd AEMBHESESERL AHE
—ERAFAAZFBLEEEEMELRRE Y
BEHRESRERPBD I L -HITEHBER MR
iz BrasEEDmEESRIMEERT
EmeRTECEARIAEZBEa R AR
trEMEP B EITEE AR
REERARITEBREE RS R
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTED
SHARES

During the period ended September 30, 2008, there was no purchase,
sale or redemption by the Company or any of its subsidiaries of the
Company's listed shares,

COMPLIANCE WITH THE CODE ON CORPORATE GOVERNANCE
PRACTICES

The Company has complied with the Gode on Corporate Governance
Practices {the "CG Code") as set out in Appendix 14 of the Listing Rules
throughout the six menths ended September 30, 20086, 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 chiet 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 officar™ ("CEO”") 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 CEQ of the Company.

Code Provision A.4.1 of the CG Code

Under the code provision A.4.1 of the CG Code, non-éxecutive directors
should be appointed for a specific term, subject to re-elaction. The current
independent non-executive directors of the Company are not appointed
for a specific term. Howaver, all directors (including executive and non-
executive) of the Company are subject to retirement by rotation at annua!
general meeting of the Company in accordance with bye-law 87(2) of the
Bye-taws of the Company.

Code Provision E.1.2 of the CG Code

Under the code provision E.1.2 of the CG Code, the chairman of the board
should attend the annual general mesting. Due to an important engagement
relating tc the company’s business, the chairman of the Board of the Company
was unable to attend the annual general meeting of the Company held on
September 1, 2006.

The annual review of internal controls in respect of the code provision
C.2.1 of the CG Code will be reporied in the forthcoming corporate
governance report tc be contained in the annual report of the Company
for the year ending March 31, 2007.

As such, the Company considers that sufficient measures have been
taken to ensure that the Company's corporate governance praclices are
no less exacting than these in the CG Code.
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COMPLIANCE WITH THE MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as its own code of conduct regarding
directors’ securities transactions. Having made specific enquiry by the Company,
al directors have confirmed the compliance with the required standard set out in
the Medel Code throughout the six months ended September 30, 2006.

AUDIT COMMITTEE

The Audit Committee of the Company has reviewed with the management
and the Company's auditors the accounting principles and practices adopted
by the Group and discussed auditing, internal coentrol and financial reporting
matters including the unaudited financial statements for the six months ended
September 30, 2006 on the basis that such review does not in itself constitute
an audit. The Audit Committee is not aware of any material modifications
that should have been made tc the interim financial staterments for the six
months ended September 30, 2008. The Audit Committee, with written terms
of reference in line with the code provisions as stipulated in the CG Code,
currently comprise three independent non-executive directors, namely Massrs.
Wong King Lam, Joseph, Kwek Ka Lap, Alva and Sin Chi Fai.

DIRECTORS’ RESPONSIBILITIES FOR THE FINANCIAL STATEMENTS

The directors are responsible for the preparation of the financial statements
for each financial period which give a true and fair view of the state of
affairs of the Group and of the results and cash flow for that period. In
preparing the unaudited financial statements for the six months ended
September 30, 20086, the directors have selected suitable accounting
policies and applied them consistently, made judgements and estimates
that are prudent, fair and reasonable and prepared the unaudited financial
statements on a going concern basis. The directors are also responsible
for keeping proper accounting records which disclose with reascnable
accuracy at any time the financial position of the Group, for safeguarding
the assets of the Group and for taking reasonable steps for the prevention
and detection of fraud and other irregularities.

APPRECIATION

On kehalf of the directors, | would like to express my sincere appreciation
te all the staff of the Group for their continuing dedication and support,
and thank our shareholders far their continued support.

By Order of the Beard

HANNY HOLDINGS LIMITED
Dr. Chan Kwok Keung, Charles
Chairman

Hong Kong, December 27, 2006
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Independent Interim Review Report

BUFHEHRS

u fEEh - P AR SR Deloitte Touche Tohmatsu
e o I tte EESAERH 35/F One Pacific Place
® AT FEE—FEA5IE 88 Queensway
?E %D Hong Kong
A
TO THE BOARD OF DIRECTORS OF HANNY HOLDINGS LIMITED B EEENSRAIHEEE
{incorporated in Baermuda with limited liability) (REHEFMAzZz28R L F])
tntroduction glF
We have been instructed by Hanny Holdings Limited {the “Company") to AR ERAEEARARIERTEMMAFES
review the interim financial report set out on pages 25 to 56. HEFSBH ZT MM IS RS-
Directors’ responsibitities HEz ot

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

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

Review work performed

We conducted our review in accordance with Statement of Auditing
Standards 700 “Engagements 1o Review nterim Financial Reports” issued
by the HKICPA. A review consists principally of making enguiries of group
management and applying analytical procedures to the interim financial
report and, based thereon, assessing whether the accounting policies
and presentation have been consistently applied unless ctherwise
disclosed. A review excludes audit procedures such as tests of controls
and verification of assets, liahilities and transactions. It is substantially
less in scope than an audit and therefore provides a Jower level of
assurance than an audit. Accordingly we de not express an audit opinion
on the interim financial report.

Review conclusion

On the basis of our review which does not constitute an audit, we are not
aware of any material modifications that should be made to the interim
financial report for the six menths ended September 3¢, 2006,

Deloitte Touche Tohmatsu
Certified Public Accountanis
Hong Kong

December 27, 2006
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Condensed Consolidated Income Statement
GECES Sl g
For the six months ended September 30, 2006 HEZ S & FEAA=+ALAEA
Six months ended
September 30,
BEAA=+ALAMEA
2006 2005
HK$'000 HK$'000
NOTES {Unaudited) (Unaudited)
—EENE ZEFREF
FET FHET
Bif &t (FEHEZ) (REBFE)
Continuing Operations L
Turnover BES 4 88,221 257,632
Cost of sales $HE AR (87,606) (214,608)
Gross profit ZF) 615 43,026
Other income Hitole A 68,551 36,944
Change in fair value of conversion ARMSEERPRES
options embedded in convertible notes ARBEIAEMESY 17 (185,111) 15,568
Change in fair value of — MBS R EBRES
conversion options embedded in REZHBES
convertible note from an associate LEMELE 11 {(19,113) -
Change in fair value of gonvertiole EATHETERRERA
notes designated at fair value BRI EBREEY
through profit or loss DEMELD 18 5,579 -
Change in fair value of investment property BB BEZ L TFNEZD 9,000 -
Change in fair value of investments FERNIIRAZ
held for trading DFFIARE (1,259) (18,461)
Discount on acquisition of subsidiaries WRER R R 2R 30 116,363 -
Impairment loss on goodwill (SR EAER SR {6.621) -
fmpairment loss on goodwill arising on W —mBSafESED
acquisition of an associate e A iR - (14,301}
Impairment loss on available-for-sale aEFESETIRESR
investments 12 (28,088) -
{Loss) gain on disposal of subsidiaries HERBMLOF 2 (BEYKE 28 (609} 4,276
Gain on disposals/dilution WEBERaL/ER
of interests in associates Z W 5,097 -
Distribution and selling expenses SHEEGEME (17} (2,415)
Administrative expenses 1T BA (44,757) {38,214)
Finance costs 3 4] 5 (38,886) {21.259)
Share of results of associates FELE S O e RS (22,122) {24.128)
Loss before incoma tax B B 45 T A S 9A {141,378) {19.052)
Income tax credit Frig i s 6 971 -
LLoss for the period from continuing BRI HAEN
operations (140,407) (19,052)
Discontinued Operations HFEER
Profit for the period from B ER T WA
discontinued operations 29 1,480,522 67,085
Profit for the period HAMRF 7 1,340,115 48,033
Attriputable to: b
Equity holders of the Company NN SRR 491,398 16,388
Minority interests ARG AR RS 848,717 31,645
1,340,115 48,033
Distributions ik 8 15,027 13.418
Earnings {loss) per share ERAR (KT g
From continuing and discontinued operations KAHABRIFHFERE
- Basic —E®EF HK201.84 centsi#{ll HK7.33 centsiE {l
- Diluted —-#8 HK152.05 centsiE il HKB.72 centsHE il
From continuing operations FTRAMERETE
- Basic —E HK(55.55) centsitt fil HK{(B.23) cemsi# Il
- Diluted —-#d N/AT i £ N/ATT i
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Condensed Consolidated Balance Sheet

BHGAEEGER

At September 30, 2006 R-EEAEAA=+A8

September 30, March 31,
2006 2006
HK$ 000 HK$'000
NOTES (Unaudited) (Audited)
RIBEAREF R-IBRERE
hA=+A =B=+—H
Figom FET
iths3 (FRBHFE) (BEiE)
Non-current Assets EmBAE
Property, plant and equipment ME - BEREE 149,445 38,567
Investment properties EMmE 142,000 133,000
Goodwill 5 o - 8,621
Interests in associates RN R 10 714,441 616,871
Conversion options embedded AHRBAREPREZ
in convertible notes Al K AE 17 54,089 231,509
Convertible note from an associate —HEE LTI ERER 17 242,025 -
Conversion options embedded L= il
in convertible note ARBTEED
from an associate AMIEZ A H #2E 11 43,925 -
Loan to an associate BRT-MBELEER 1,331 1,331
Available-for-sale investments A EERE 12 922,723 534,045
Deposits paid for acquisition of subsidiaries WERHBATEHZES 14 50,000 -
Deposits for acquisition of long-term WIHREHEAERFE 2 ES
investments 180,175 190,175
Payments for acquisition of interest W REESRT 2K
in properiies 15 57,149 -
Club debentures  FF % 3,595 3,585

2,570,898 765,714

Current Assets mEAE

inventories TE 4,429 8,553
Other asset HitEE 229,288 -
Trade and other receivables E2REEWIIEA 343,516 59,730
Available-for-sale investments T EERE - 73,500
Investments held for trading HIEERRA 453,856 421,997
Convertible notes designated at fair value E2FHBEIBLIFEESR

through profit or loss MEEZITHLAEE 106,413 -
Short-term lcan receivables U EHE 494,288 20,162
Short-term loan receivables W H R E L F

from related companies TEHHEER 30,485 159,559
Loans to associates BTEEQFER 15,492 -
Margin loan receivables FEUWFFRER 8,379 18,680
Amounts due from associates FEUR RS & D RIZRTE 3,459 2,623
Tax recoverable 7] 3R [ 8 78 683 G623

Pledged bank deposits BIEMRTER - 19,966
Bank balances and cash HiTEFRES® 61,725 6,514

1,752,013 792,207
Assets classified as held for sale SHEAREHEGR - 545,259

1,752,013 2,437,466




Condensed Consolidated Balance Sheet

nterim Report ADUO-Z0W 6 7 Sl o3 L4}

P AN =
BURGRsEERBER
At September 30, 2006 H-ERNFAB=1A
September 30, March 31,
2006 20086
HK$'000 HK$'000
NOTES (Unaudited) (Audited)
RIBBRE BRIFFNF
hHB=+E =A=+—H
FET FEL
i1 2t (FEFEK) (1B 1E)
Current Liabilities FIAM
Trade and other payables 5 EEMERZE 23 188,097 358,856
Margin loan payables BAHFERAR 1,304 153
Bilis payable A EE - 422
Tax payable e RIR 30,650 33,264
Borrowings — dug within one year B@m——ERIH 24 407,745 591,629
Obligations under finance leases BABEHOED
- due within one year ——ERNEH 26 -
Bank overdrafts RITEX 19,526 33,187
647,348 1,017,511
Liabilities directly associated with SHBFEEHERE?
assets classified as held for sale HEEMA T 22 - 854,328
647,348 1,871,838
Net Gurrent Assets mBAETE 1,104,865 565,627
Total Assets Less Current Liabilities AELEBADAR 3,675,563 2,321,341
Non-current Liabilities JERE AT
Borrowings - due after one year B — —F &5l H 24 86,025 95,693
Obligations under finance leases R &R
- due aiter one year ——F&H 89 -
Convertible loan notes AR ERE 25 639,117 -
Deferred tax liabilities RIEHIEA T 34,775 6,325
760,006 102,018
2,915,557 2,219,323
Capital and Reserves B B AR
Share capital A8 A 26 2,525 2,372
Reserves A 2,348,351 1,868,517
Equity attributable to equity EREIRERAEA
holders of the Company BEAK BB 2N 25 2,350,876 1,868,880
Minority Interests SEHBREREA 564,681 350,434
2,815,557 2,219,323
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Condensed Consolidated Statement of Changes in Equity
MG EREEREHE

For the six months ended September 30, 2006 BF _—SEANEFNAB=Z A+ HUAEA

Attributable to equity holders of the Company

ALRBABTARY
Currency Capital Convertible Investments
Share Share Contributed translation redemption loan noles revaluation {Other Revaluation  Retained Minorily Total
capital premivm surplus reserve resenve reserve reserve  reserves reserve prafits Total  interests equity
HKSD00  HKSD0D  HKSTDOC  HKSD00  HRS'000  HKSDO0  AKSTO0  HKSTG0  AKSTO00  HKSOO0  HKSO00  nkBOD0  HKS'DOD
{note a) frote b}

ae Az FERAR 4] LR Bx
2 EfEM  KOEB HRUA  BE0F RHER  EMOS  RRER  EROA  BEER 20 BRAd READ
FATL TEL FEx R 74 fix FET TR *T-fé:':‘ TAR FEI TEn FEL kT 14

Flal [Riib)

Al Apri 1, 2005 RIYAE3E-8 2236 217,557 1448207 26770 592 - - 4,149 - 163,052 1,862,558 49617 2012175
Currency realignment L - - - {5,593} - - - - - - {5.593} 3833 {1,760}
Share of reserves of associates SR D G0N - - - - - - - 6,197 - - 6,197 - 6,197
Farr valug change on ARaagdqLEng

ava'able-lor-sala investments 220 - - - - - - 1,183 - - - 1.183 - 1183
Nat income {gxpense) recognized HRERBAREE

drecty n equly TEAELIRN - - - {5583} - - 1,183 6197 - - 1,787 3833 5620
Realzed on d:sposal of subsdiaries CAMBRERNR - - - 450 - - - - - - 450 - 450
Profit for the penod TERE - - - - - - - - - 16,388 16,388 3655 48,033
Tolal recogrized income and FHRASIRAR

expense lor 1he penad Fian - - - {5,143} - - 1183 6,197 - 16,388 18625 35478 54,103
Dustributions bR - - - - - - - - - 13,418) 113,418} - {13.418)
At September 30, 2005 ®ZFPRE

ARZ+H 2.238 217,857 1,448,202 21,627 582 - 1,183 10,346 - 166,022 1867765 485095 2.352.880

Currercy reatignment peaE - - - 4,854 - - - - - - 4 854 1,064 5918
Shara of reserves of assooates YR LLEHA - - - - - - (6421 2,049 - - 1407 - 1,407
Fair valug change on TREERINFAG

avatable-for-salg nvestments 948 - - - - - - {33,039 - - - (33,039} - 133,039)
Net income [expenses) recogrizes S I BITERT

drrectly m equity "RU\ (&b #8 - - - 4,854 - - {33,681) 2,048 - - {26,778 1,064 {25,714)
Realized on disposal of subs:danes © LERE - - - 118 - - - - - - 18 280 et
Realized an disposal of E* ’1 B ey

an assocate - - - - - - - {2,483 - - 12£63) - 12.463)
{055 for tha period AROE] - - - - - - - - - [7.473) 7473 [136364) (144,037

Tota! recognzed meome FEREL24AR
and expense for the period han - 3 X ] {7.473) 36,595) (1352200  (171.619)

Issug of shares rickiy] 34,050 B 34,150 - 34,150
fssus of Shares Lipon scrp dividend b L BB R8T 12,578 - 12614 - 12,614
Distnbulions #3 - X {9.049) - (8,045)
Ariging on acquision of SRH-RERL

8 subsidiany B4 - 559 559

At March 31, 2006 RZFERE
ZAz+-H 2372 264,185 1,448,202 \ (32,498) . 149.504 1,868,889 350434 2.219,323

Currency regkgnment She R X - 7,158 15,402 22,570
Share of reserves of associates  ASRRLEEA] . 1173 271 11.215) - 11,215
Farr valya change on BEhd e 1§ anial

avaiable-for-sale mvestments 80 (103,952 {i03.952) {103,952
Revaluation increase on acquision M3 —TOERD DR

of addtronal mnterest 29iAn

= an associate (Note 30) Nt ih 4471 &7 447

Net ncome [expensesy recognzed BB R ¥ THEAD

drectly n ety CAA IR 71,402 (104,125} {5.276) 5471 (93,528} i5.402 (78,1269
Impairment loss on desfipd

ava'abie-for-sale ivesiments 23088 - 13,120 - - 13,120 - 13120
Reaized on eisposal of subsiciaries CRKELE Q2 126.912) - - - 185 - {26.3i2)
Reahzed on disposal of asscoiates D ERR2ARE 1450} 7,814 19,983} - 2.579) - 2,5i8)
Prat. tor The penod TENAT - - - 21308 491308 BBMT 4340115

Total recogmzed mcome and ARRELIAAR
eapense for the perod ER k] 75.6 83,15} 115,159) ! 481,398 381,559 864,119 1245678

Recogron of squily component  FLT HE RN

ol convertible loan rotes ZgBEas 58,552 53,552 59,552
Issug of shares of shares BR4QEARS

for GIX Qifer ZRESG X - 38,733 - 38,733
Issus of shares upon scrip dividend b3 B3 B 5 . - 7,270 - 7,270
Cisirbuons 2% - {15,027) 15,027} - {15.07)

Aging on acquistion -& OEQonBE:

of subSichares - 285518 7B5.5i8
Cividend pad to mnonty FOERA S BUE

sharenoiders of subsidiaries 2840 - 935,390 (335,390)
Comverson of converuble Jean notes R RBRETIE - - 186
Issue of shares ypon exercise of  HEGIFR SR

share oplions 33 9,681 - - - , a4

At September 30, 2006 NIRFAEAAIEAE 2525 316953 1,448202 ) 59534 {115,689 15.22%) 7 625,875 2,359, 564,681 2,615,557
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Condensed Consolidated Statement of Changes in Equity
MEEGEERREREE

For the six months ended September 30, 2006 BE _—BRAFNA=Z+ B <EBA

Notes: i
(a) The contributed surplus of the Company at the respective balance sheet (a} RDERBJTEBRB 2B ERE:

date represented:

(i the credit arising from the transfer of the share premium account i EARAR—ANNEZAZ+BREZT
of the Company as at February 20, 1998 and February 19, 2003 —E_ATAOZBRGENREEESR
to the contributed surplus account of the Company; Rl BB IR EE 7k

(iiy the credit arising from the redugtion of the nominal value of the {ii} BR—AANER-BRZFERT 268
shares of the Company in 1999 and 2003; and MEAEMNEEZEE: R

(iii) a balance as reduced by amounts transferrad to the deficit account (iii) REEBRRMEEREER

1o eliminate the deficit of the Group as at January 31, 2000, January
31, 2001, March 20, 2003 and March 31, 2005.

{b) Other reserves represent the other reserves of the Group's associates sharad
by the Group.

(b)

~A=+-A —¥T-F-A=+-
A —FTF=ZFZA-+HAER-FTFHE
SRS+ RIZEABAMINRZEBTE-

HiglimuaarnMEELs AR D82 Aol

e




Condensed Consolidated Cash Flow Statement

BAZSR SRR

For the six months ended September 30, 2006 HE—BBAFAA=Z+RUEAEA

Six months ended
September 30,
BEAB=+tButABA

2006 2005
HK$000 HKE'000
NCTES (Unaudited) (Unaudited)
—HERF —B¥ARE
FiEX FET
Fia (FEHZ) (REEE)
Net cash used in operating activities HUEREYRBEEE {130,181) (395.651)
Net cash generated from (used in) REREBELS (A
investing activities ZHR&E5H
Repayment of short-term ioan receivables i3 % 55 HA B 2% fE Uk 30 0E 375,426 143,609
Interest received cUWFE 23,474 13,032
Proceeds from disposal of investment HEBELARERBRE
in associates 26,437 -
Decrease on pledged bank deposits BERETFERR L 19,966 -
Disposal of subsidiaries {net of cash and HEMBOF (KRS LY
cash equivalents disposed) REEBETESH) 28 & 29 1,877,541 -
Proceeds from disposal of A SR AR SRS
availabie-for-saie investments 73,500 -
Acquisition of investment in an associate WiE— B2 2FEE - (24,123}
Increase in short-term loan receivables 72 HR T 30 FE U AR T S b (356,823) (127,522}
Increase in loans to associates B A B IF B8 A0 {15,492) -
Acqguisition of available-for-sale et s RE
investments (81,900) (148,352)
Deposits paid for acquisition of WHRHRERCASEiEg
subsidiaries (50,000) -
Acquisition of subsidiaries (net of cash W g M R F (305 2 U bR
and cash equivalents acquired) BaEkBResFH) 30 68,224 -
Purchase of convertible notes W T AR {389,000) (532.539)
Other investing cash flows HUbRABRER L 3,182 2,094
1,674,535 (673,801)
Net cash {used in} generated from RAXBE (BB ES
financing activities ZH&BE
Proceeds from issue of shares ARG BHITATIRSRIB 8.714 -
Borrowings raised MEBER 111,619 1,163,471
Dividend paid to minority BfIHEL3
shareholders of subsidiaries B AR B RR B {(935,390) ~
Repayments of borrowings TR fE R (368,981) (398,761)
Repayment of amounts due R+ BB 2 B 08
to related companies (208,326) -
Other financing cash flows HipmEreml {7.766) (463)
(1,3992,130) 764,247
Net increase (decrease) in cash and REXBsSEEMN
cash equivalents ()38 45,224 (305,205)
Cash and cash equivalents HMzRe HEERH
at beginning of the period (657) 312,625
Effect of foreign exchange rate changes ERorzEE {2,368) 568
Cash and cash equivalents B sRERBEFEHR
at end of the pericd 42,199 7,988
Analysis of the balanges of cash and REbReFREF TN
cash equivalents:
Bank balances and cash RITREFRRE 61,725 26,368
Bank overdraits RITER (19,526) (18,380)

42,199 7.988
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Notes to the Condensed Consolidated Financial Statements
[ BA 47 & B 7% ¥l | MY 3T

For the six months ended September 30, 2006 HE-SRAFAN/F= 4 BLEFEA

1. BASIS OF PREPARATION 1. HEHE

The condensed consolidated financial statements have been
prepared in accordance with the applicable disclosure requirements
of Appendix 16 1o the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the "Stock Exchange”)
and with Hong Kong Accounting Standard 34 “Interim Financial
Reporting”, issued by the Hong Kong Institute of Certified Public
Accountants {("HKICPA").

SIGNIFICANT EVENTS

During the period, the Group had the following significant events:

()

Discontinued operation of trading of computer related
products under the trade name of "Memorex®”

On January 19, 2006, the Group, through its non-wholly
owned subsidiary, Memorex International Inc. (the “MIi"),
enterad into agreements (the "Disposal Agreement”) with
Imation Corp. {"Imation”), a company listed on the Naw
York Stock Exchange, to dispese of (i) Mil's entire interest
in Hanny Magnetics Europe Limited, Memorex Canada Lid.,
Memorex Products Europe Limited, Memorex Products
S.A.S., Memorex Products GmbH, Memorex Products
(Taiwan) Inc. and Memcrex Products, Inc. (the "Disposed
Companies™); and (i) Mil's trademark license and other
assels relating to the trading of computer related product
business under the trade name “Memaerex®”, which include
the business of design, development, marketing, distribution
and sale of hardware, media and accessories used for the
storage of electronic data conducted by MII and the
Disposed Companies {the "Disposed Business”).

Upon the entiering into the Disposal Agreement, the
business segment of trading of computer related products
under the trade name "Memorex®" were classified as
discontinued operations during the year ended March 31,
2006 and the related assets and liabllities of Disposed
Busingss were classified as assets held for sale and
liabilities directly associated with assets classified as held
for sale respectively as at March 31, 2006. Pursuant to the
Disposal Agreement, the Group was also required to
transfer and assign the trading of consumer electronic
product business to Imation before the compietion of the
Disposal Agreement and accordingly, the trading of
consumer electronic product business was classified as
discontinued operations. The disposal was completed on
April 28, 2006, Details of these are set out in the Company's
circular dated April 10, 2006 and note 29.

eSS MBERRNRETERATENE
RAFE (B ) B LR RIKLRF7x
ZERBESTAR YRBTHAENTM
AHIEEREHLO ) ANz EEEH
MBERASR (P HAMBESE) -

HEBE

HA AEEFATREEFH:

i

AR A TMemorex®) Z LB 48
REMESZHBEER

BRoEFARE-A+TAR FEMEE
wHE2ANEB S ) Memorex
Imernational Inc. ( TMIL] ) B Imation
Corp. {[tmation|) (—REK1EE #
THH LMz aal) 5 iR (N
TR ) BAE S G MIB Hanny
Magnetics Europe Limited - Memorex
Canada Ltd. - Memecrex Products
Europe Limited - Memorex Products
5.AS. + Memorex Products GmbH -
ERmERREBROGARLOGR
Memorex Products, Inc. ([ & 2
1) 2 2 EHESR RG) MILZ BERT
8L EihE B A IE S [ Memorex®)
ZHMEABESHSEB AE (R
BMIEBEAFHEITZ T TFRIEHR
FHREG - BRREE4tZEH -H
B MWEHR - SHEBEZER
(THEHBE]) -

REJ T HERBRE BETTRF
ZRAZ+-—-HALEFE-BALEAR
[Memorex®] Z ERSHBEST S 2
EBoMCORAFRENRE Rt
IRBVARFEIRA=+ -3 - HERE
ZHBAERAGAMNS RIS HAE
GEHEZAERBOALEZA
EZHEEBRAfM-BRY SHH
FEBEDAREREGIGHRD P
imationM R EERHBETFERY
SER FHBETEREZIEBD
SEAERALB- LEBER-F
FAREMA-+NABDERK ERBFEN
BERALCAR-FRSFOA+HB
e = ek R P E29 -
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For the six months ended September 30, 2006 ¥ F _—FEAFALA=+Hu~\A

2.

SIGNIFICANT EVENTS {Continued)

(it}

Acquisilion of equity interast in Group Dragon Investments
Limited

On March 10, 2005, the Group and PY! Corporation Limited
(“PY1"), another substantial shareholder of China Sirategic
Holdings Limited {“CSHL”", a company whose shares are
listed on the Stock Exchange, and previously 29.4%
associate of the Group before the disposa! mentioned
below), entered into a share sale agreement with an
independent third party for the disposal of 30.6% interest
in CSHL {representing 15.3% each held by the Group and
PYI} for a tota! consideration of approximately
HK$52.000,000 (the “CSHL Disposal”). The completion of
the CSHL Disposal was subject to the completion of a
group reorganization carried out by CSHL (“CSHL
Reorganization™.

On May 19, 2006, the CSHL Reorganization was duly
completed, which resulted in {i} CSHL continuing as a public
listed company with its subsidiaries concentrating on its
busiress of manufacturing and trading of battery products,
investments in securities and property and investment in
unlisted investments ("CSHL Remaining Group”); (i) all other
subsidiaries of CSHL which are carrying on preperty
development and holding of vessels for sand mining, and
all other associates of CSHL carrying on manufacturing
and marketing of tires and business of providing package
tour, travel and other related services and hotel operations
being grouped under Group Dragon Investments Limited
("GDI") (a wholly-owned subsidiary of CSHL) and its
subsidiaries (the "GDI Group”) upon completicn of the CSHL
Reorganization; and (iii) the distribution in specie of shares
in GDI to the then shareholders of CSHL, on the basis of
one GDI share for one CSHL share after the share
consolidation pursuant to the capital recrganization by
CSHL.

The Group's 29.4% interest in CSHL was split into the
29.4% interest in GDI Group and 29.4% interest in CSHL
Remaining Group according to the net asset value of the
GDI Group and the CSHL Remaining Group respectively
upen completion of CSHL Reorganization.

2.

HEEYOH (47)

(i)

WEREERGRRARZBEER

R-ZFFAF=ZATE 2HERE
BLREARCA([RE]DERA—2%
YEZAGTuBRMALE S R
i #952,000,000/& L 5 M B
B ER LT ((PE]) 230.6%EH
(ERARBREREZAFAZ
15.3%E ) ([HRESEIF]) R
FEHPH (AWRORBRE -8
BTG R RN AL EERY
204%lEm IBE DR 2R &%
BR A P 5 L {E BIS AP W
SHAA((PRERI)ERER
e

PHEMAR-_ZFFAERA+TAR
ERZER -ERBOITREOACE
LfHan HMEREEFHREDD
ERMERBET BHREMERALL
ERERIFLTIRERA ((PHEH
THRED (P HEER LR
EEUMECMARBEERT U
EREGRNMERET BHEET
O-EERAEEERREzEERE
BEgrmEEpBaEnsgnsg
REAERERBHRLLEAFRD
AI{[B¥EE) PHRZ2ZAMBAF)
EHME S (TSFMEET) - R
BEPRETEARERGE A
B9 RBEEANDSIED LR
BERERL ZERERA-BIE
ARAR BT — BLBEBERR 5 -

R EEEE AEERDEZ
294%EHE SRR EEEED
BHTREE>AESE s AKNER
MW7 o04%iER R R P ERTEE
229.4%KES -
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For the six months ended September 30, 2006 BE - REAFHAL/A=F+HIEAMBE

2.

SIGNIFICANT EVENTS (Continued)

{ii)

Acquisition of equity interest in Group Dragon Investmenis
Limited (Continued)

The Group's interest in CSHL Remaining Group was
reduced to 14.1% upon completion of CSHL Disposal on
May 19, 2006. The Group also held 29.4% interest in GDI
Group upon completion of the CSHL Disposal and CSHL
Reorganization. A gain on disposal of interest in CSHL
Remaining Group of HK$5,037,000 was recognized in the
condensed ceonsolidated income statement during the
period.

On May 26, 2006, Somerley Limited, the financial advisor
to the Group, made an offer, on behalf of the Group, to
acquire all the remaining interest in GDI other than those
already owned by the Group (the “GDI Offer”}. The Company
made GDI Cffer by offering to the shareholders of GDI
gither in option (1) one ordinary share of HK$0.01 each of
the Company plus HK$1.8 cash for every five GDI shares,
or, option (2} a convertible loan note 1o be issued by the
Company with {ace value of HK$15 for every five GDI
shares. Upon the close of GDI Offer, the Company issued
9,926,228 ordinary shares of HK$0.01 each, convertible
loan note with principal amount of HK$770.973,000 and
paid cash of HK$17,867.000 for the acquisition of a further
69.5% interest in GDI. The GDI Offer was completed on
June 16, 2006 and the Group held 28.9% interest in GD!
and accordingly, GD| became a subsidiary of the Group
during the period and details of the assets and liabilities
acquired under the GD! Offer are set out in note 30.

Details of the CSHL Disposal and the GDI Offer are set out
in the Company's Circular dated May 26, 2006 and in the
Company's announcement dated June 16, 2006.

2.

BESE ()

(i)

bHMBERETARLCIZATER
(&%)

RoIBRRERA+TAE NPT
HEEFEE AEERTRBTES
TIEEH L E14.1% » BEM IR
FHERERRHHBATNE #E
BAESi Moo 4%y - B E
d o £ T S 4R 28 2 1R 25,037,000
BTREERSRERER-

HoBBRERA-+REB - LB
TUHEBEBMPF EHEROENERSR
SRR WIEREEER
MEBSUMNZMAEHLRERER
(THREWBRE) - KQrEAM
Ry NFRBMNESHRERER
HRF-BIATIESHREECOIE
TZEEBESM BEARE ()
AT ERBREROTTEA
1B A LBITHEE R
MBS NN EERRE
A QB EI79.926,22818 5 W H
OO T ZEBREER S HE
770,973,000 T ¥ T KRR
B - 9 35 1 30 & 17,867,000 7T+ A
S BIEGO. 5% BRI ER B
HRoBRBRANENBEFAEAER WA
LG E P EIB.O%MER MBERE M
B arEmHEB s Rk
B ERWE s AERBMTIEN
TRHEESC

FEHERRR MR EN
BARRAR-ZBRESFRACT
AARNEZBAARFLERIFE
AESNBETARBHZE KR
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For the six months ended September 30, 2006 #F —EEAEAA=+HiF~5BF

3.

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared under the historical cost basis except for investment
properties and certain financial instruments, which are measured
at revalued amounts or fair values, as appropriate.

The accounting policies used in the condensed consolidated
financial statements are consistent with those followed in the
preparation of the Group's annual financial statements for the year
ended March 31, 2006. In addition, the Group adopted the
following accounting policies for certain financial instruments
acquired or issued by the Group during the period.

Financial assets designated at fair vaiue through profit or loss

Financial assets designated at fair vatue through profit or loss are
initially measured at fair value. At each balance sheet date
subseguent to initial recognition, financial assetls at fair value
through profit or loss are measured at fair value, with changes in
fair value recognized directly in profit or loss in the period in which
they arise,

Convertible loan notes

Convertible loan notes issued by the Company thal contain both
liability and conversion opticn components are classified separately
into respective items on initial recognition. Conversion option will
be setlled by the exchange of a fixed amount of cash or another
financial asset for a fixed number of the Company's own equity
instruments is an equity instrument.

On initial recognition, the fair value of the liability component is
determined using the prevailing market interest of similar non-
convertible debts. The difference between the proceeds of the
issue of the convertible loan notes and the fair value assigned tc
the liability component, representing the conversion option for the
holder to convert the loan notes into equity, is included in equity
{convertible loan notes reserve).

in subsequent pericds, the lability component of the convertible
loan notes is carried at amortized cost using the effective interest
method. The equity component, represented by the option to
convert the liability companent into ordinary shares of the Company,
will remain in convertible loan notes reserve until the embeddad
option is exercised {in which case the balance stated in convertible
loan notes reserve will be transferred to share premium). Whers
the oplion remains unexercised at the expiry date, the balance
stated in convertible loan notes reserve will be released to retained
profits. No gain or loss is recognized in profit or loss upon
conversion or expiration of the option.

3.

TERHEBE

MIEALR &M B MR DIRF AR A LR E-
HEEMRERETHBIREAHEESEAT
TE (A ) s H B She

MRS MG RE A 2 FE 15 g
ARENBE_TRREF-_A=+—HtkE
BZEEUBBRAFIAE —B-thoh-xm
ERALERHARERBETZETHET
BRI TR

ELoFAEEERSERNAESREE

EAFREEEEERARE 2 SREED
FROFREHH- RS HEREZELEH
R ECTMEEERERARREZERA
ERCFAEASD ATHERXVDEER
ETHEANZIEEPEE-.

ARBERE

FAoRBEIZARRENREREESAMNET
Aiads tRVSEARSHERRE A
ZHEBE-F M mBE TS RGN
EMAESBAALTAOEEHE 2 ES
TRAZM -REHIA-

RS HRER ANSS 20 F MR
PAIRRl AR M Z MITMIB R REE - 517
THMAPRRERERARBARMES 2
SEBEZEZR(NRERTABERERR
BRSO MR S AR (T3
RGHRGEE -
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For the six months ended September 30, 2006 HE-—EEAFAA=+8L~EA

3.

3A.

PRINCIPAL ACCOUNTING POLICIES (Continued)
Convertible loan notes (Continued;)

Transaction costs that relate 1o the issue of the convertible loan
notes arg allocated to the ligbility and equity components in
proportion to the allocation of the proceeds. Transaction costs
relating to the equity component are charged directly 10 equity.
Transaction costs relating to the liability compenent are included
in the carrying amount of the liability portion and amortized over
the period of the convertible loan notes using the effective interest
method.

ADOPTION OF NEW AND REVISED HONG KONG FINANCIAL
REPORTING STANDARDS

In the current period, the Group has applied, for the first time, a
number of new standards, amendments and interpretations ("new
HKFRSs"), issued by the HKICPA, which are either effective for
accounting pericds beginning on or after Dacember 1, 2005,
January 1, 2006 and March 1, 2006. The adoption of the new
HKFRSs had no material effect on how the results for the current
or prior accounting periods that have been prepared and presented.
Accordingly, no prior period adjusiment has been required.

The Group has not early applied the following new standard,
amendment or interpretations that have been issued but are nat
yet effective. The directors of the Company anticipate that the
application of these standard, amendment or interpretations will
have no material impact on the results and the financial position
of the Group.

HKAS 1 (Amendment) Capital Disclosures’
HKFRS 7

Financial Instruments: Disclosures!'

HK(IFRIC) - INT 8 Scope of HKFRS 22

Reassessment of Embedded Derivatives?

HK(IFRIC) — INT 9

HK({IFRIC) - INT 10 Interim Financial Reporting and

Impairment?

! Effective for anrual periods beginning on or after January 1, 2007

2 Effective for annual periods beginning on or after May 1, 2006

? Eifective for annual periods beginning on or aftaer June 1, 2006

‘ Effective for annual periods beginning on or after November 1,
2006

3

3A.

TEEHBRE (LD
ATRBEREE (4)

BB RARRTEREMZZ R AETIR
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FoAEHBS AN ZERAEBE L ES
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HERFHAHE-.
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REB{AEEUBERELEY]) -EREHE
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4,

SEGMENT INFORMATION

Business Segments

The Group is currently organized intoe four business segments,
namely (i) trading of non-"Memorex®" computer related products;
(ii) trading of securities; {iii) property development and trading and

(iv) sand mining business.

As explained in note 2, the operations of trading of computer
related products under the trade name of “Memorex® and trading
of consumer electronic products were discontinued on April 28,

2008,

Six months ended September 30, 2006

4, THEAEH
BHO

A EAEE RS AMAR BOIE
{Memorex® | BREIOMESR NS BFH
i EFREIITRIVED R

M 2R R 2 5 [Memorex®| 2
HEEHERHESRHBRETERHASRE
RIEERNENE_+NABE L.

HEEZ-SR-FRLA=tTELEAEA

Continuing operations Discontinued oparations

RENE FHALH
Trading of Trading of
non- computer
"Memorex* Property related  Trading of
computer development products consumer
related  Trading of and Sand under  electronic
produels securilies trading mining Sub-totzl  “Memorex®” products Sub-total Consolidated
HK$'000 HK$'000 HKS'000 HKE'000 HK$'600 HKS'000 HKS'000 HK$000 HKS 000
# RERR
[ Memorex®] BERAR
BHEA NEQB [ Memerex* | HAR¥
ERES BEOR Eng 34 it 2% E3%3 i) g4
FEx FRAX FAx FiEx FAR Filx Tz FRR FER
Turngver LEn 7.838 79,487 - 895 88,221 229,442 59,811 289,253 377474
Segment result R LT 2,094} 2514 - 54) B8 (73450 1,170 2280 [F2814)
Interest income flagA 59,069 87 59,136
Undllocated corporate ncome. # B ELERTHA 9,482 - 9,482
Unaliocated comporate FORLERS
BXPENSES 144,125) - {44,125)
Change in fair value of AEATER R
conversion: oplions embedded T2 ¥ XMiEy
in convertible notas LFRAERD {185,111) - {185,111
Change in fair vaue of L
conversion oplions JRERENA
embedded in convertible EZUEREZ
notes from an associale RE1ERE {19,113 - (19,113
Change in falr value of Easada
convertble note at fair value  FIEEENBER
through profit or oss BEZUMERSE
ZLTNERY 5,579 - 5578
Change in fair value ol BERORAZ
investment hald for trading LEMEDE 1,259) - 11,259)
Ingrease in fai value of RANEL
investment property REMED 9,000 - 9,000
Finance costs BHER {38,886) 1B67) {39,553)
Shere of results of associates FEBLLF 24y (22122) - {22,122}
Discount on acquisition of HARGLENR
subsidiaries 116,363 - 116,363
impairment loss on goodwil  FDZIEHA {6.621) - (8.621)
Imparment oss on GREERRAL
available-for-sala investments  HEHH {28,088) - [28,088)
Loss on disposal of subsiclaries & HRBAH 2 88 {609) - 609
Gain on disposals/diution of  HE/BIAREL
interest i associates LEREZ RS 5097 - 5,087
Loss before income tax ERERE SR {141,378} {72,880)  (214,258)
Income tax credit FARESR LT 26,235 27,206
Gain on disposal of Disposed  HBLERRrWE
Busingss - 1,527,167 1,527,167
fLoss} profil for the period ERE(HR) HY (140,407) 1,480,522 1,340,115
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For the six months ended September 30, 2006 BE _—FFAFAA=+HiE*EA

4. SEGMENT INFORMATION (Continued) 4, TEAR (5)

Business Segments (Continued) RiEoHm (5D

Six months ended September 3C, 2005

Cantinuing cperations

BE_FRAFAA=THL~EA

Discontinued operations

EEEE FHNER
Trading of Tragding of
non- computer
"Memorex®” Property related  Trading of
computer development products  consumer
related  Trading of and under  electronic
products  securities trading Sub-total  *Mermarex®" products Sub-total Consolidated
HKS000 HKE'000 HKS'000 HKSE'000 HKS'000 HKS'000 HKS 000 HKE'000
#* BLRAR
[ Memorex?; E2HS
HhEg LEUR [ Memorex®] HRTT
Eafls e il EUH it am  ERHS gt 58
Fix FER Fi#ir Filbx TEL FERL FAT FEL
Turnover ey 24897 113935 118800 257,632 1873048 670,944 2544892 2802524
Segrment result SERE {15,028) 18,664 16,795 14,461 104,600 13,524 17,724 132,185
Interest income BBEA 20,066 670 20,738
Unallocated corporate income FORCERA 16,878 - 16,878
Unaliocated corporate expense AGREEERS (12,084) - {12,064)
Change in fair value of ARAREPAREZ
conversion oplions embedded JH2EZ
in convertible notes ATRELH 15,568 - 15,568
Change in fair value of WHEANRAL
investment held for Iading LYERERH {18,461) - {18.461)
Finance costs HERR {21,259) (2,881} 124,140}
Share of results of associates EEBOoAEY (24,126} - {24,126)
Impairment Yoss on goodwil HH-RBRNRELY
arising on acquisition SR zHaAsd
of an associate 14,391} - (14,390
Gar on disposal of subsidiaries b AARNT Y ¢ - 4276 - 4,276
Loss) profit before income tax B AR (AR &R {19,032) 115,513 96,481
income tax charge BfE - {4B,428) (48,428)
{Less) prolit for the period REA (ERD A (19,052) 67,085 43,033
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Wk g
For the six months ended September 30, 2006 BE B FAA=+RiI~EA

5. FINANCE COSTS

5.

Continving
operations
Six menths ended

MEBEA

Discontinued
Consolidated
Six months ended

operatiens
Six months ended

September 30, September 30, September 30,
FAER HEEN 5E
BEANESTALAEAA BEAAZ+ALAEA BEAA=+HLEAREA
2006 2005 2006 2005 2006 2005
HK$000 HK$'000 HKS'000 HKS000 HK$'c00 HK$'000
Z89NFE _TPIHF —¥ERFE —_TCHT¥ Z®BAF -TFIE
FAR THET FiEr TR FHx FiET
Intergst on: FTHEBEZHE:
Borrowings fir 3k 27,219 21,250 867 2,881 27,886 24,140
Convertible loan notes AHBHRERE 11,667 - - - 11,667 -
38,886 21,259 867 2,881 39,553 24,140
6. INCOME TAX CREDIT 6. FRrREER
Continuing Discontinued
operations operations Consolidated
Six months ended Six months ended Six months ended
September 30, September 30, September 30,
RERS EHERER 5
BEAESHALAEA HEAA=+ALAEA BEAA=+BIAMRA
2008 2005 2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HKS 000
CBEREF TR ZB¥AE ZTTIRF —¥RAT —BRIE
FHT FET FET FET FE#T FiT
The credit {charge) comprises: ®e () s
Profit tax: 15 B
Hong Kong Profits Tax HEMFEK (125) - - - (125 -
Overseas G5k 1,083 - - (51,826) 1,083 151,926)
Deferred tax: BEHR:
Current period credit FHRE & 13 - 26,235 3,498 26,248 3,498
971 - 26,235 (48,428) 27,206 (48,428)

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

No provision for Hong Kong Profits Tax was made for the period
ended September 30, 2005 as the assessable profit of subsidiaries
aperated in Hong Kong was wholly absorbed by tax losses brought
forward.

R RR AL 2 FG B AR A
EE Rz RTHES T

B LS 40 2 B B 2 SR B
BEH T BASOM AR KBE -FFA
0B =+ 5 1E BRI R B RIS B
e
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For the six months ended September 30, 2006 B E _—FEAFAA=Z+HUEKBA

7.

PROFIT FOR THE PERIOD 7. HRER
Continuing Discontinued
operations operations Consolidated
Six months ended Six menths ended Six months ended
September 30, September 30, September 30,
FRER FREEE Be
BEAA=+ALAMA HBEAA=+ALAAAR BEAA=TELAEA
2006 2005 2006 2005 2006 2605
HK3'000 HKE'000 HK$'000 HKS'000 HK$'000 HKS'000
ZREAE -RTAFE ZRSAE -_TTHE ZSRAF -TRIE
FEx FET FHT FREi T FAr
Profit for the period has been arrived  REBE FIE M
at after charging {crediting}: (FAVHATEMR:
Allowance for {written back of) bad FEGEH (ER)
and doubtful debts 5,479 2,261 11,878 {583) 18,357 1,668
Amoartization of trademark BRATERIAERE
licenses and patent (included in (BREETREXRA)
administrative expenses) - - - 403 - 403
Impairment loss on goodwill (Nota) BRGAER (i) 6,621 - - - 6,621 -
Depveciation and amortization of R REDABT
property, plant and equipment HEBN 4,607 1,321 1,023 5,145 5,630 6,466
Share ¢f income 1ax of associates AR AR AR
{included in share of results of (REESIGRD
associates) DEEEA) 1,850 1,029 - - 1.850 1,029
Exchange (gain) losses HE (&) SN (7.742) 2,913 {5,133) 8,708 {12,875) 11,711
Interest incormne e WA (59,069) {20,066} {67) {670} {59.1386) {20,736)
Net realized gain on investments FEROGEACRR
held for trading: WEFH:
Preceed on sale of investments R R
lincluded in turnover) (BEENEER) (79.487)  (1%3,935) - - (vo,487)  (113.935)
Less: Cost of securities sold PERETR SRS Jo AN
fincluded in cost of sales) (DIEEHEMER) 77,041 92,347 - - 77,041 92,347
(2.446)  (21,588) - - (2,4468)  (21.588)
Note:  The impairment loss on goodwill represent full amount of goodwill Araz: AOEAmERERALTF T YA Rpd

arising on acquisition of Rapid Growth Limited in prior years, a
subsidiary engaged in the business of property investment.

Growth Limited & 2 2 2% 13 - Rapid
Growth Limited B3 — B TR A %8

A NI
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For the six months ended September 30, 2006 BE_—REXNFAL=+HALEABA

8. DISTRIBUTIONS 8. il
2006 2005
HK$'000 HK$ 000
ZRERE S S
FHT FHET
Final, paid - HK6 cents per share BB -ZFESF

for 2006, with a scrip option FREGHEN (ABERA L)

{2005: HK6 cents per share) (ZRBEE BRI 15,027 13,418

The directors have resolved to declare an interim dividend of HKS
cents per share in cash with scrip option (2005: HK4 cents with
scrip option} should be paid to shareholders of the Company whose
names appear on the Register of Members of the Company cn
January 16, 2007,

On July 28, 2008, a dividend of HK6 cents per share was declared
to shareholders as a final dividend for the year ended March 31,
2008, amounting to HK$15,027,000.

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

Cash and share dividends were offered in respect of the 2005
final and 2006 final dividends. These cash and share dividends
were as follows:

ERERTRPHRLTRIE SN (7
BENBRL) (2205 §B480L-7
BENBRL) PR_FZLF—A-+XA
BRI DTRREM L2 E AR

RIFEXELAZ+AR F2BRABRE
BB SReE Nl FABRE -F2NE=
AZ+-BLFEZzRERS s8a
16,027,000/ 7T 0

ROFFAELA-+-8 -KAAEEBRE
TREZSReEN FARE_BRAE=
A=+ -RIEFEszEHRE 2@ H
13,418,000 5T =

EH-RY A RBR-BEAERMARS
RURGRRANBS -ZSHERRNBEL
mF:

2006 2005
HK$'000 HK$'000
TEERKRE —RBREF
FHET FHET

Dividend i gLEN
- Cash -B& 7,758 13,418
- Share alternative —-Bi{niRE 7.269 -
15,027 13,418
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For the six months ended September 30, 2006 BE —SBAFAAR=+H14FEA

9. EARNINGS (LOSS) PER SHARE 9. SREFH (EA)
{i) From continuing and discentinued operations { FEROEBRERBLOER
The calculation of the basic and diluted earnings per share FEEHNEBREROEE 28R
is from continuing and discontinued operations based on EXAEBERFEAT8ES
the following data: i

Six months ended
September 30,
BEAHE=+AL~<EA

2006 2005
HKS'000 HKE'000
ZTRgREF S T
FTHET FiET
Earnings: AN
Earnings for the period attributable B HESRESENZ
to equity holders of the Gompany  E o SURFEFH A
for the purpose of basic earnings s HAfE & R
per share 491,398 16,388
Interast on convertible loan notes AL BMERTEE R 11,667 N/AT i
Earnings for the period attributable R HSMRBMER 2
to equity holders of the AT REFEHEA
Company for the purpose of e 4t 2= EA B8 & F
diluted earnings per share 503,065 16,388
2006 2005
'000 ‘000
—BERXRE —FFAEF
F i F A
Number of shares:; Biawa:
Weighted average number of HUFAHEREXRNZ
crdinary shares for the purpose I iE A% M0 HE 9
of basic earnings per share 243,455 223,628
Effect of dilutive potential BEEARzBARE
ordinary shares
— Share options — [ R 1,741 20,311
- Convertible loan notes — Al BRI AR 85,664 N/ATE
Weighted average number of AURMHIEREIRF 2
ordinary shares for the purpose LimemgEE gy

of diluted earnings per share 330,860 243,939
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For the six months ended September 30, 2006 B E _—BEAFAA/A=FHILABAF
9. EARNINGS (LOSS) PER SHARE (Continued) g,

{f) From continuing cperations

The calculation of the basic earnings per share from
continuing operations attributable to equity holders of the
Company for the period is based ¢n the following data:

SREF (BR) (K)

(i) FEHAEE
FHERCERATEABERS
FHIREB GRAERAMBHT
ER AT BRI

Six months ended
September 30,
BERA=+H:x~EA

2006 2005
HK&'000 HK$' 000
—RBE2RHE _EFEHEF
FHET FiET
Earnings (loss): BR(HEB):
Profit for the period attributable FLEREBEA
to equity holders of the Company [ {5 28 B RT3 F 491,398 16,388
Less: Profit for the period from BoAREIRAREAEGRA
discontinued operation SERME R 2 A HERR
attriputable to equity holders (it E29)
of the Company (Note 29) (626.636) (30,322)
Loss for the purpose of basic RARsRaBEaEss
earnings per share from BREAXREZRZEHR
continuing operations (135,238) {(13,934)

No diluted earnings ger share has been presented as the
exercise of share options and tha conversion of convertible
loan notes would result in a decrease in loss per share
from continuing operations.

The denominators used are the same as those for
continuing and discontinued operations.

The above has not accounied for the conversion of the convertible
note issued by the associate since such conversicn is anti-dilutive.
10. INTERESTS IN ASSOCIATES 10.
As explained in note 2, the Group's interest in CSHL were reduced
to 14% and CSHL ceased 1o be an associate of the Group upon
the completion of the CSHL. Disposal and CSHL Reorganization.
Accordingly, carrying value of HK$21,643.000 was transferred to
available-for-sale investments. In additions, interests in associates
of HK$461,113,000 were acquired through the acquisition of GDI
Group as described in note 30.

EREREZITELT L RERE
BzHAMENAS0ER2B8RE
RELy AHESEENERE R
-

FreR M 2 5 8 B b 3Pl 5 31 3 4
KB RERGEBREREBR-

BARELAMELR BTz LRERELR
e g ExERGFAAREELBPER-

BTl

SR RN AN GERPRIERSEE
14% MR TEEPFLEFHEARTRESAR:
THRAEANEEZBS 2 @Al
21,643,000/ T2 BREEC B AT iy
16 7 ootk S - BB A ) B)4E 25 461,113,000
FL 2 BN F SE SORT it i iR W A B AR R W i Uk
BB
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For the six months ended September 30, 2006 B EZZFBANFAAT+HUEFNEAR
11.

12.

CONVERTIBLE NOTE FROM AN ASSOCIATE/CONVERSION 11, —MBELAAZTHARRE - —MHBED
OPTIONS EMBEDDED IN CONVERTIBLE NOTE FROM AN SleaitBEgtREzTiRiE
ASSOCIATE
The convertible note is held by China Enterprises Limited (“CEL", % 1] ¥ 38 51 4 & China Enterprises Limited
a non wholly-owned subsidiary under GDI), which became a ([CELl HEzHEAMBQR NS
subsidiary of the Group pursuant to acquisiticn of the GDI Group. CELAMWEEEGNRE AXLBZRE D
e
During the period, CEL entered into an agreemeant tc subscribe a HARK - CELA A Z Bk (FER%) HBR 2 7] (CEL
convertible note with an aggregate principal amoun! of BECARER ZME ) BiTiBH Mk
HK$300,000,000 from Wing On Travel {Holdings) Limited {"Wing % MR A 48 85 300,000,000 7T 2 7] #.18
On CN", a 20.4% associate of CEL). The Wing On CN carries T ([kEARBRER]) XEALARRE
interest at 2% per annum and will mature on June 7, 2011. The LERmEHE R_F——F~A-8E
initial conversion price is HKS30.79 per share (subject to W - MEREaAESR7IB T (YT H
adjustments), Unless previously converted or lapsed by Wing On g BRI AmiEAERE (ER)BFRLF
Travel {Hoidings) Limited, Wing On Travel (Holdings) Limited will Wi MRk T GERR) HR 2R
redeem the Wing On CN on June 7, 2011 at the redemption BRoB2——FXACHEBAERNERRDS
amount which is 110% of the principal amount of the outstanding ZAETNHPINBEREE 0% BE AR
Wing On CN. Bk Ea RAFE-
The Group has measured the Wing On CN in accordance with REMPRETEOTERNBEIONRA KT
HKAS 39. The debt element of the Wing On CN were measured R ERE kTR RRARE ZOBHT N
initially at fair value and subsequently at amortized cost and MELAFEMESLE - -HiERI LR ER AR
classified as convertible note from an associate on the condensed HYREAEEMRBAARE QTR
consolidated balance sheet. The conversion option element of Wing BREE-xEAHBIRZa LRBERa D
On CN were measured initially and subsequently at fair value in BEEEGTENFERRNTERENLTE
accordance HKAS 39 and classified as conversion options BESG VREABE R RAIE
embedded in convertible note from an associate. During the period., RREZ A HBE-HARN SR aEEs RF
a decrease in fair value of HK$19,113,000 for conversion option HEE L1013 000 T ERMREEWE
element were recognized in the condensed consolidaied income RWHER-
statement,
AVAILABLE-FOR-SALE INVESTMENTS 12 AHEERY
September 30, March 31,
2006 20086
Notes HK$'004 HK$'000
—RRAE ZEER
hA=+H =BE=+-—8
753 FHET FHET
Listed equity securities EMEERES 0] 207,595 19,681
Unlisted equity securities ELETRERS (i) 68,699 73.500
Unlisted debt securities FELTERES {if) 646,429 514,364
922,723 607,545
Analysed for reporting purpeses as: M2 B S tEL 547
Current assets BN R E - 73,500
Non-current assets ERBEE 922,723 534,045
922,723 607,545
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For the six months ended September 30, 2006

12,

13.

AVAILABLE-FOR-SALE INVESTMENTS (Continued)
Notes:

(i} During the period, carrying value of listed equity securities of
HK$30,047,000 were acquired through the acquisition of GDI
Group. As a result of the disposal of the 15.3% interest in CSHL
upon the completion of CSHL Reorganization set out in note 2,
additions of HK$21,643,000 transferred from interests in associates
to available-for-salg investments. The Group also converted the
debt element of convertible notas included in unlisted deft
securities amounted to HK$92,367,000 and conversion options
embedded in convertible notes amounted to HK$63,008,000 into
listed equity securities. Additions of listed equity securities
amounted 10 HK$81,800,000 were also agquired by the Group.

(i) The Group disposed of carrying value of HK$73,500,000 unlisted
equily securities for a consideration of HK$73,500.000 and there
was no gain ar loss from such disposal. In additions, carrying
value of HK$68,698,000 were acquired through the acquisition of
GDI Group.

{iii) During the period, the Group has subscribed two convertible notes
with principal amount of HK$270,000,000 from Macau Prime
Properties Holdings Limited (“Macau Prime CN") and
HK$19,000,000 from Asia Standard International Limited (*Asia
Standard CN”). All these companies are public limited companies
with their shares listed on the Stock Exchange,

The debt element of Macau Prime CN and debt element of Asfa
Standard CN amounted to HK$202,069,000 and HK$17,008,000
respectively were measured at fair value at initial recognition. The
conversion oplion element of Macau Prime CN and Asia Standard
CN were measured at fair value in accgrdance HKAS 39 and
classified as cenversion cptions embeddad in convartible notes,
details of which are set out in note 17.

Fair value of MK$92,367,000 debt elemant of convertible notes
were transferred to listed equity securities upon the conversion of
convertible notes.

During the period, a net loss arising on change in fair value of
approximately HK$103,952,000 tor the available-for-sale
investments which were recognrized in investment revaluation
reserve, representing the loss on fair value change of
HK$86,083,000 for listed equity securities and the loss on fair
value change of HK$17,869,000 for unlisted debt securities. A
cumulative loss of HK$13,120,000 on fair value of listed eguity
securities was removed from reserve and recognized as impairment
loss in the condensed consolidated income statement during the
period while an additional impairment loss of HK$14,968,000 was
directly recognized in the condensed consolidated income
statement.

OTHER ASSET

Other asset with carrying value of HK$229,288,000 were acquired
through the acquisition of GDI Group.

The amount represented a land development project of Ik i 17 &2
L %2 % Z % & localed in Long Shan Development Area, Doumen
District, Zhuhai City. The Group has made a payment
HK$229,288,000 to PRC government in return for the exclusive
development right to the project and the right to obtain the land
for the development. The Group is also entitied to sell these rights
to other investors at consideration 10 be agreed among themselves.

HE-REAFARZ+AULANEA

12.

13.

AR EEREE (47)
Apar:

0] HA £ - NRBS BY AT o @ M 15 30,047,000
Rz FHRAEHEEE BT
HEzeHBRATME LGRS R
15.3%0# 28 - 21,643,000 T2 MWD
il BN E R L BN RS RO 7 R
LR EREEBRGESHFTRETER
T MBI 02.367.000 T RE KA
PR £ 2 A 3 %0 B 563,008,000
TATTREES - R L
AR A BB # 2 8 N FB1,900.0000 7T o

(i} FEMECREE 73,500,000 3k
AR 2R 4F # - X1 A 73,500,00048 7T - Uit
BHEEmAR o FWHBREH
i 7% 13 B @ 468,689,000 7T

{iii) B - rlmEftEeEnmaR L
7] 5303 2 £ ¥E270,000.00058 T 2 7] K in
FHE(TBMEETRRER] RAES
BIRBB LA (ZEHMEATE]) 2m
TR 19,000,0000 ;L2 o] X Al
L RE AR ER LR BERGREZAHR
L

AMgFLBREIOBEE S
202,069,000 T B2 6 0] X3 EE > it
8B 17,008,000/ 8 TE R ¥4 R 1
CEMEHE- AP ETRBEERS
AUHLBATRRZ IR RARES RS
FEHERRER U A FMEHL BRI
ANEATEETREZ S MIE 258
FlEHiEE 17 -

FRE A92,.367.00008 7T 2 AT 40 BR 4R 4%

BRACREBTHRANGHARE W

Br@s-
HR nHEER s S HES AT
ZERFRL103,952,0008 T NIBAE
EHEFEZ- SHaEA LRI BHEY D
T E{E B E51885,083,000/8 T B 3 LA
BEHFZLOFEMERHEIE 17,869,000
TR M RESFZ O HHEATSE
13,120,000 7L 2 B #5837 5 A9
HFERBERPERLRELSER G
14,968,000 - BEIMBEEERD T ENE
BHERERBRPHESR

Ht A

BT H A220,288 0008 T2 Lt A A& I
Ry 1 R o S

ETSHE A BUERKETINERLRE
EZRETBILISEELEIHNBEHES -
BEEDEERETHEUITSRETEEg e R
ABER - FEBeRTBERF X
229,288,000 T HESZER 27BN
BHERESZ T HENERABZEN - KB
ErEREEABE s RERBIESENEE
FHBEEFH.
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13.

14.

15.

OTHER ASSET (Continued)

The directors has assessed the carrying value of the Other Asset
with reference to the valuation perfermed by an independent valuer
on an open market value basis and nc impairment loss is identified.

DEPOSITS PAID FOR ACQUISITION OF SUBSIDIARIES

In June, 20086, the Group entered into an agrgement to acquire
100% equity inlerest in Geal Wisdom Limited at a consideration of
HK$50.000,000. Goal Wisdom Limited is an investment holding
company with its subsidiary engaging in business of catering and
entertainment operaticns and related management. The acquisition
has not yet compleled at the date of this report due to cerlain
conditions not yet fulfiled by the vendor including the land use
right related to a piece of tand located in the PRC to be obtained
by the subsidiary of Goal Wisdem Limited.

PAYMENTS FOR ACQUISITION OF INTEREST IN PROPERTIES

Payments for acquisition of interest in properties with carrying
value of HK$57,149,000 were acquired through the acquisition of
GDI Group.

The amount represented initial payments incurred in connection
with the acquisition of properties interest located in Shanghai,
PRC.

The GD! Group entered into a conditional agreement with a third
party to acquire the interest in properties in a parcel of fand
situated in Shanghai, PRC and the 24-storey building being
eracted upon the land together with 2 levels of underground
carparks for a consideraticn of RMB450,000,000 (approximately
HK$424,628,000). An initial payment of RMB58,000,000
{approximately HK$57,149,000) was paid to the vendor pursuant
to the conditional agreement.

However, the conditions stated in the agreement cannot be fulfilled
by the vendor and the GDI Group commenced legal proceeding’s
against the vender. On June 22, 2006, the People’s High Court of
Shanghai City ruled the case in favour of the GDI Group and
demanded the vendor to continue {ulfilling its obligations under
the agreement.

During the period, the directors of the Company were aiso in
discussion with the vendor for settlement of the matters; however,
there was no assurance that such matters could be resolved and
seitled with the vendor eventually. The directors of the Company
consulted the Group's legal counsel, and decided to proceed with
the acquisition of the properties and were of the view that the
carrying amount of depesit was not less than its recoverable
amount regardless of the successful acquisition or not.

13.

14.

15.

HibdE (47)

MFCLEBFTEAEMEZLNTHREESE
FRiEz GEFEERAEZEEH TR
ANH R EEB.

BRI BB ZES

FHMAH -FFRESAETIBIRIEEGoal
Wisdom Limitedz 8RR FiE 2 - Kli 5
50,000,000 7T - Goal Wisdom Limited & 1§
BERAT AMBOANTERA RIgSR
HHEEEB -BET RS W - AaRNEAN
RERETHRE 2155 WGoal Wisdom
Limited 7 M B 2 B1¥6 TALE — B RPE 2
iz e A M E AW AR

WRM RSN 2R

BEEHS7.140,0008 T Z MU il 2
T AR A

HEWMBRBEREALE 2 MEREFTY
B2 A

BEEHERTE=ABITFEAHE B
W — RN TR LS e R EAE—
EoTNMOEFERB R ERG K\
A A R %450,000,0007C (£1424,528,000
7o) o B B FRH A B % 58,000,0007 (#?
57.140,000# ) CREFEEBEMS T
j‘:,-o

AT - FE 7 oK BEE AR 1 8 T 2 2 IR AR - T AR RE
SECHEMIIEREZEREF-RIFZ
REAAZAZB EEHEREARRRA
Bl MR 3 R TTH MATRITT A B
[ A VR

B aoagE g REERE T
BARAR HRERELEERTABERK
FRHE-FRAFMBPBAEREIRREAR
TATHBUEYE ELRRRKRRY
BE B rBEERTOIRETEKE
o
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For the six months ended September 30, 2006 HE - BB AFAE=+HBiIE5BA

16.

17.

TRADE AND OTHER RECEIVABLES 16, HERHGERE
Included within trade and other receivables is a trade debtor B2 RHE R HREEERE2657,000
balance of HK$2,657,000 {3.31.2006: HK$656,670,000 of which T-REEBIIEER (ZRRNE=H=
HX$636,587,000 was included in assets classified as held for +—H:858,670,000/ 7T - H$ 636,587,000
sale). The Group allows an average credit period of one to two ATOREEAHABEHEAEERN) 4@
months to its trade customers. RAEEREFPRETY—ZRERATEE
I HR-
The following is an aged analysis of trade debtors at the reporting RESHEB BN ESRERS IO T:
date:
September 30, March 37,
2006 2006
HK$'000 HK$000
ZBRAE TRERE
hBA=+8 =A=+—8H
FET FET
Not vet due # ¥ B 806 573,862
Cverdue within one month HRLR—M@A 15 66,333
QOverdue between one to two months M- ZMEAAR 237 2,266
Overdue more than two months ML BRMAR 1,598 14,209
2,657 656,670
CONVERSION OPTIONS EMBEDDED 1N CONVERTIBLE NOTES 7. OHRBREBPREZATRRE

Conversion options embedded in convertible notes represented
the conversion option element of certain convertible notes
subscribed by the Group and are measured at fair value. The debt
element of those convertible notes are classified under avaitable-
for-sale investment,

As explained in note 12, the Group had subscribed Macau Prime
CN and Asia Standard CN and the related conversion option
element of the Macau Prime CN and Asia Standard CN were
measured at fair value using the Black-Scholes mode!. During the
period, an amount of HK$70,699,00C were recognized as
conversion options embedded in convertible notes upon the
subscription of Macau Prime CN and Asia Standard CN which are
measured at fair value at initial recognition. Conversicn options
embedded in convertibles notes with carrying value of
HK$63,008,000 were released upon the conversion of convertible
notes. The Group alsc recognized a decrease in fair value changes
of approximately HK$185,111,000.

B AASER TR TR T R A HE B 5 53 08
ZETHRAER EAERS WD
FREFR-ZENLEERAKEH B
AR HENREET

M R0 AIE N M RB AR
ARAEBRIGLARE MEPIEs
HBTRRZH RRER T BET K
1SR 1915 Black-ScholesBE T BL > E M 5
L-HR AH70608.000 Ty SWONE
fRRPIE 0] LIASE R 280 H iR iEe
BEAKAREAREZ S H8E 5
THEZENEAOEGHEMD - EETE
63,008,000 T2 Al HIARIFh AEZ A 1
TRHERE N AT I TR AT e o 0 IR B R AR
ROEBERLE L 49185.111,000 T e
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For the six months ended September 30, 2006 BE_—BERNFAAZTHLEAXREBA

18.

19.

20.

21,

CONVERTIBLE NOTES DESIGNATED AT FAIR VALUE
THROUGH PROFIT OR LOSS

During the period, the Group subscribed another two convertible
notes with principa! amount of HK$50,000,000 from Mei Ah
Enterprises Group Limited and HK$50,000,000 from Golden
Harvest Entertainment (Hoidings) Limited. Both Mei Ah Enterprises
Group Limited and Golden Harvest Entertainment (Holdings) Limited
are listed on the Stock Exchange. The Group designated them as
financial assets at {air value through profit or loss. During the
period, & gain of HK$5,579,000 arising from changes in fair value
ware recognized in the condensed consolidated income statement.

SHORT-TERM LOAN RECEIVABLES

The amounts carry interest at Hong Kong Prime Rate plus 2% to
3% per annum and repayable on demand or within one year.
Except for an amount of HK$69,913,000 are secured, an remaining
palances are unsecured.

SHORT-TERM LOAN RECEIVABLES FROM RELATED
COMPANIES

The amounts are unsecured, bear interest at Hong Kong Prime
Rate plus 2% to 3% per annum and repayable on demand or
within one year.

The amount as at March 31, 2006 represented the advance to
Wing On Travel (Holdings) Limited and its subsidiaries (*Wing On
Group", an associate of CEL). During the period, the Group made
additional advances of HK$86,798,00C to Wing On Group and
received repayment of HK$230,865.000 frem Wing Qn Group. The
amount of HK$15,492,000 were reclassified to loans to assoctaies
when Wing On Group became an asscciate of the Group through
the acquisition of the GDI Group. In additions, the Group also
made advances of HK$30,485.000 to its related companies during
the period.

LOANS TO ASSOCIATES
The amounts are unsecured, bear interest at Hong Kong Prime

Rate plus 2% to 3% per annum and repayable on demand or
within one year.

18.

19.

20.

21.

ERPMAEFRETARZARIEZGR
mERE

R AEERETHSANLBER AT
REFESENE (EHE)ERLOATRIRR
7 € ¥ 150,000,000 7T J2 50,000,000/ 7T
TG ARER-RERETALSEER
AEAERRELIR (M ER2FAHA
MR T2 AR - HHERST B
EESHAEATHABENEEENFRRNE
BrZUBERE-HR- FHEEZ2DHELL
5579,000 TWECHMAESWERT

HEk 52 50 R

ZEEREEARUENENFER2EEIE
HE UARERIR - FAMNE-HAK

EHAEREAAZEMNAR

ZeRREER EEESEENENTL
2EESEHE TRAFERFIN —FAME

REIBEXREFZAZ+—BZ&#WAHETX
TR () BB AT EEMAOR (X
ZHE ] CCELZEE LA 2B MR &
o 0 88 O ) ok % B I 5 37 86,798,0005% 7T
W 78k R AR 230,865,000/ 7T 7 B 3R
SkEMEAWHEEEMmE BREMZ B
LTk AB15402 00088 T2 O
MBEBEFEEQB 2RI R QT
TRFHAR R H A 38 2 5 32 5.30,485 0008

ITe
LFBBLAER

BERARER FEASDANRNFESR
PEEEME ERERUAN -FAME:.
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22.

23.

24,

ASSETS CLASSIFIED AS HELD FOR SALE/LIABILITIES 22, FHEARKFHEAE 7HBRBFHEER
DIRECTLY ASSOCIATED WITH ASSETS CLASSIFIED AS HELD EZEHEHMAEN
FOR SALE
As explained in note 2, the assets and liabilities related to Disposed W2 BRE_FFAFEF=/=+
Business were classified as assets classified as held for sale and —BILFE BRI EiGsE gHRhEs
liabilities directly associated with assets classified as held for sale G AERATESAABIEHEEERK
respectively upon the Disposal Agreement antered into during the EHEREAERMAT.
year ended March 31, 2008.
TRADE AND OTHER PAYABLES 23. HERHEMRTHRE
included within trade and other payables is a trade creditor balance HERAEMEMKBECERSOIELEH
of HK333,384,000 (3.31.2006: HK$476,974.000 of which 33,384,000t (ZRRAEZR=+—H:
HK$405,439.000 was included in liabilities directly associated with 476,974,000/ 7T - £ 405,439,000/ L8
assets classified as held for sale). BERFHEAREZHERABALA) -
The following is an aged analysis of trade creditors at the reporting REEOH - ESMBEIRBESFDT:
date:
September 30, March 31,
2006 2000
HK$'000 HKE 000
—2EXEF ZERAFE
hLB=+8 ZHA=z+—8
FiExT FHT
Not yet due S 2 Hf 167 380,210
Overdue within one month wE LR —{EA 10,612 75,260
Overdue betwaen one to two months MH—-Z/REA 279 11,467
Overdue more than two months HEABEREA 22,326 10,037
33,384 476,974
BORROWINGS 24, B

During the period, the Group ¢btained additional bark and other
lcans of approximately HK$65,064,000 which bear interest at
prevailing market rates ranging from 9.75% to 10% and repayable
from 2007 to 2008. The Group also repaid bank and other loans
of approximately HK$311,465,000. Except for bank loan of
HKS88,025,000 are repayable after one year, all remaining balances
are repayable on demand or within one year.

Borrowings included loan payables of HK$403,095.000 (3.31.2006:
HK$562,064,000) due to substantial sharehclders and its
associates of the Company, which are unsecured. bear interest at
prevailing market rates and repayable an demand or within one
year,

AP - 2 1 [ R 5 B HD65,064,00058 7
BOMRITRHEMIIH HRUHRGERERST
BRMBNTO7EEE10E S BER-R
FHEE-FENFAMMB- AL EHIRM
BHI311,485,0008 T2 BT REMITK-&
86,025,000 TIRITHMAR —FEMNE
SR EEHSAEREERIN —FERNE-

ERAEENEF LT ERTEHBS A+
ZIEFR403,095 000 (- R KREZAS
+—H:562,084000F ) HEREAR
ER EHTTSHNEH B RRERSN—
EXNNUE-
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25.

26.

CONVERTIBLE LOAN NOTES 25 TWHBREMERE
During the periad, the Company issued convertible loan notes of HAa-xcaRREERERRF T
HK$770,973.000 through the acguisiticn of GDI Group, The fair 770,973,000 O] R BATHMEIE-ANIE S
value of the liability component at date of issue is HK$627,636,000. RE{TE R ZoFEMNER627.636,000/ T
The convertible loan notes carry interest at 2% per annum and will SRR RERESE S R —
be matured on June 15, 2011. Tne convertible ivan notes are —EXNATEBR - RIAT TR LE
denominated in Hong Kong dallars. The initial conversion price is TS RAALATRGETL T TH
HK3$9 per share and subject to anti-dilutive adjustments. The B A7 2B ENRB65E-
etfective interest rate of the liability component is 6.5% per annum.
Unless previousty converted by the convertible note holder, the BT ABERERSTALNER TAERD
Company will redeem the convertible loan notes on the maturity AR HBEEERRITELRAEEZ A
date at the principal amount of the converlible notes then THHOAELBERER-.
cutstanding.
The fair value of the liability component of the convertible note ERTEBER AN A FEEEE-LE
payable, determined based on the present value of the estimated MEEEEE -GRAEHEENDRBEAEY
future cash outflows discounied at the efiective interest rates of BrREFMNEcBURZBHAERE
6.5% per annum at the balance sheet date, approximate their mHRBEET-
corresponding carrying amount.
During the period, loan notes of HK$228,352 were converied into Hpq-228 052 Tz IR EHOHiAAET R
25,439 ordinary shares of HK$0.01 each of the Company. FIE R EEO0.01H T2 25,430 I # A% -
SHARE CAPITAL 26. B
Number of share Share capital
HKS$'000
Ri®E B
FEL
Ordinary shares of HK$0.01 each BREBECOERLZ ZTER
At Aprit 1, 2008 RIBERFMOYR A 237,253,402 2,372
Issued of shares of shares for the HRUBHEEE
acquisition of GDI Group (Note 2 and 30) B {H &G (AaF2k30) 9,926,228 99
Issue of shares upen scrip dividend LA 8% B B B 7T R {9 2,097,260 21
Issue of shares upon exercise TEERERSSITRMG
of share oplions 3,250,000 33
Conversion of converlible notes (Note 25) A& e SR (i #25) 25,439 -
At September 30, 2006 RZZEXRFNA=Z+H 252,552,329 2.525
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27.  PLEDGE OF ASSETS 27. VOEEH
Al the balance sheet date, the following assets were pledged by REITR ARBEMTIEEERRTREH
the Group to secure banking and other finanging facilities: At AEESIER: )
}
September 30, March 31,
2006 2006
HK$'000 HKE'000
“EBRE ZBEBERE
hB=+H =HB=+—H
FET FEL
Listed securities of associates BNz LTEH 88,537 270,558
Land and buildings T RgE - 12,648
Investment properties 1A mE 142,000 133,000
Available-for-sale investments TTHHERE - 505,294
Investments held for trading HERTRE 4,924 231,069
Bank deposits RITIFER - 19,966
235,461 1,172,535
Assets classified as held for sale SHARBEHERE - 257,368
235,461 1,429,903
28. DISPOSAL OF SUBSIDIARIES 28. HEHB LT
During the period, the Group disposed of its entire interest in BN A @ B 1858 7T H & B B Hanny
Hanny Strategic Limited and Better Gain Investments Limited at a Strategic Limited . Better Gain Investments
consideration of HK$18. The net assets of disposed subsidiaries Limitedz 2B F G A 8- B W 5
at the date of disposal were as follows: BORzAERENT:
HKE 000
FHET
Net assets disposed of 2 ERERM 609
Loss on disposal HESHE 1609) r
Total consideration satisfied by cash KBS z@E -
Net cash inflow (outftow) arising MEBEEZHERA (L) F8:
on disposal:
Cash consideration He{tH -
Bank balances and cash disposal of HEZRTBTRERS {3)

e — -~ - > " e —
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29. DISCONTINUED OPERATIONS 29. EIR ¥

Discontinued Cperations EEEER

A0 B BT 2P B i - 7 A B T8 A T Memorex®)
ZUMEMEREI 2R ARETRET
EQHSCOHEIEHALES-.

As explained in note 2, the business segment of trading of
compuier related productis business under the trade name
“Memorex® and trading of consumer electronic product business
were classified as discontinued operation.

—EENRENLE—BEL AL ER-
[Memorex®] 2 HBHMES S BHTE
FERESZENBERtSEHENT:

The results of the trading of computer related products under
“Memorex®" and trading of consumer electronic product business
for the period from April 1, 20086 to the date of disposal together
with comparative figures were as follows:

1.4.2006 1.4.2005
to to
28.4.2006 30.9.2005
HK§'000 HKS'000
—EgRF —IRERTF
A—H mH-—-8
EEEF E-RFERE
AZ+NH hRAZ=Z+8
FiET FHET
Revenue W A 289,253 2,544,892
Cost of sales HERE (270,047) {(1,857.137)
Other revenue H fth iy A 7.825 4,667
Distribution costs FERE (89,370) (394.238)
Administrative expenses TTEB (9,874) {79,790)
Finance costs MR (667} (2.881)
{Loss) profit before tax BrEL AT (R SR (72,880) 115,513
Income tax credit (expense) gHES (X)) 26,235 {48,428)
{Loss) profit for the period FEAM (FIR) AR {46,645} 67,085
Add: Gain on disposal of fin: R M
Disposed Businass 1,527,167 -~
1,480,522 67,085
Attributable to: REAL
Equity holders of the Company FRBERAEFEA 626,636 30,322
Minority interests o 8RR R N 2 853,886 38,763
1,48(¢,522 67,085
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IR (4
FEFEI RIS (A7)
REERE HEXBIAESENT:

29. DISCONTINUED OPERATIONS (Continued) 29.
Discentinued Operations (Continued)

The net assets of Disposed Business at the date of disposal were

as follows:
Aprit 28,
2006
HKS$'000
—EBEBAE
mA=+NnAH
FiET
Net assets disposed of PHEAESHE 529,696
Attributable goodwill EEn 167,908
697,604
Exchange reserve realized BB ELGEE (26,912}
Gain on disposal of Disposed Business HEHE Rz RS 1,527,167
Total consideration FL Rk} 2,197,859
Satisfied by: E AR
Cash (U$%$269,237,000) 188 (269,237,000 ) 2,088,442
Amount held under escrow account RIS E B 8 &% (33,000,000 )

{US$33,000,000) 256,615
Earnout amount (US$5,000,000) & ®A (5,000,000% 7T) 38,795
Withhotding tax {US$1,500,000) TENER (1.500.000% 7T) (11,638}
Expenses incurred for disposal HmELZHE {174,355}
Total consideration (Note) B (A ) 2,197.859
Net cash inflow {outflow) arising HEELEZRSEACGIE) BE:

on disposal:

Cash consideration bR A 5] 2,088,442
Expenses incurred for disposal HEELEZRE {174.355)
Bank paiances and cash disposal of HEZRITEGERS (35,543)

1,877,544

Disposed Business did not make any significant contribution to
the cash flows of the Group during the interim period.

Nots:  Pursuant lo the Disposal Agreement, the aggregate consideration
for the disposal of Disposed Business comprises: {)) an initial
consideration of US$330.000,000 (equivalent to approximately
HK$2,560,470,000); (i} plus the amount. if any, by which
the net current assets amocunt on completion date exceeding
US387,000,000 (equivalent to approximataty HK$675,033,000) or
minus the amount, if any, by which the amount of net current
assets amount al completion date fall short of US$87,000,000
{equivalent to approximately HK$675,033,000); and (i) plus the
earnout amount which is {0 be determined by reference to the
earnings before interest, tax, deprecialion and amortization of the
electronic data storage business of the Disposed Companies to
be disposed by the MIl and calculated on an agreed basis set out
in the agreement for each of the twelve-month periods ending
March 31, 2007, March 31, 2008 and March 31, 2009. The earnout
amount shall have a cumulative minimum of US$5,000.000
(equivalent to approximately HK$38,795,000) and a cumulative
maximum of US$45,000,000 (equivalent 1o approximately
HK$349,155,000), In the event that Imation transiers control of
the business (as defined in the circular dated Aprtil 10, 2006) at
any time, prior to April 1, 2009, Imation will pay MIl an amount
equal to whatever weuld be required to bring the aggregate amount
of earnout payments to US$45,000,000 (equivalent to approximatety
HK$349,155,000).

HERGEHREER P BRI BRI
BFLEAREG-

Alaf: MERGCERH- HCHEERZEATOe
1E - (D)%) 5 £ {11 330,000,000 % 7T (HHE R
#12,560,470,000487T) (B N<K B 1B
MEAE S EE7.000,0000E T (05
FA#1675,033.0008 ) 2 &2 A (0
H) ARERNARRHAEYE LR
87.000,000% T (BF 675,033,000/
L) 2 &2 AE (AT) RS pEE sk
SH-BANEMIOEMBGHE R ZE®
TFaEdEaBz R - HEFHE
BEMAMIOE RRBRARZEBTER
AR E-_TEFEE=F=+—-B - =
FENGE=ZAZ+-BE-TTIAE=ZAR
ZH—BEET-RAEEMEMEE-M
Shi 88 2 IR T A A5,000,000K T
(1S5 4738,795,000:8 71) - M B Kifx 75
O A 45,000,000 T (B IR
£1349,155,000/& 7T) = {@Imationk* — 27
NWEMA-BREARMEHEE 2T
E(ETHEEVR-FENENA+AHE 2
BE) - Mlimationd® O BIMIE 7 — T8 5
¥ {F %3 5 51 TX £8 %8 i% 3 45,000,000% 7
(JBE R #9349,155,000& ) Z RN &8
ZHIA
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29.

DISCONTINUED OPERATIONS (Continued)
Discontinued Operations (Continued)

According to the above terms set oul in the Disposal Agreement,
the net consideration of US$283,266,000 (equivalent to
approximately HK$2,197,859,000) is calculated after taking into
the following:

(&) the initial consideration of US$330,000,000 {equivalent to
HK$2,560,470,000};

(b} plus additional consideration of US$1,200,000 {equivalent
to HKS9,311,000) agreed between the Group and imation
pursuant to the pre-closing agreement dated April 28, 2006;

{€) minus shortfall amount of approximately US$28,963,000
tequivalent to HK$224,724,000) which represenied the net
current assets on completion date (based on the figures
extracted from the management accounts of the Dispesed
Companies as at April 28, 2006 provided by Imation} falling
short of US$87,000,000 {eguivalent to HK3675,033.000)

(dl} plus the earnout amount of US$5,000,000 (equivalent to
HK$38,795,000) which represented the minimum earnout
amount as provided in the Disposal Agreement;

(e) minus the estimated withheolding tax of US$1,500,000
(equivalent to HK$11,638,000) withheld by Imation
regarding the disposal; and

{f) minus the expenses incurred in connection with the disposal
of approximately HK$174,355,000.

The net consideration calcuiated above were settled as to
cash of US$289,237,000 (equivalent to approximately
HK$2,088.442,000) upon the completion and as to US$38.000,000
(equivalent to approximately HK$295,410,000) placed by Imation
in an escrow account and earncut amount.

In accordance with the terms of the Disposal Agreement, the Group
is entitled to require an adjudication to the shortfall amount of
1US$28,963,000 (equivalent to HK$224,724,000) which is calculated
based on the management account of Disposed Companies as at
April 28, 2006 provided by Imation. Subsequent to the balance
sheet date, the Group initiates the process of the adjudication to
the shortfall amount of US$28,963,000 to 'mation and the
consideration amount used in the calculation of the gain on disposal
of Disposed Business may differ if outcomes from adjudication is
finally determined. In the opinion of the directors, the consideration
arrived after taking into the above item (a) to (e) will not significantly
differ from the amount after the conclusion of adjudication.

29.

AR (L)
AR (4)

B R EBBRAR 2GR BEATH
FHIBEITE 20085 A283,266,000 7T
(S HH2,197 859,000 ) ¢

{a) 1 45 1£ { 330,000,000 7T {(HHERH
2,560,470,000H 7T ) -

) REXR-_DBERERR-+NEE
S 7 % BIAT 5% - 45 1R @ Boimation @]
B 1% pn%s SR 3 1.200,000% L (48
FHO.311,0008 L) ¢

(c) AT REHI28,963,000% T (HBE
F4224,724,000/ 70)  BRFE A% B BN
BA EFE (RS A8 Imationfi
Hr7HEQRN_SFEFORAC
+NBZEHEEBREZE TN
87,000,0003% = ( # F B
675,033,000 L) 2R T B8

(d) S ANEE S & #5,000,000% T (BF
H38,705,000/ L) - BN & @ P
A2 RIERIN SR

{e) HE ImationFh B E B HBOZ &
HB1,500,000% T (IBE®
11,638,000 L) + &

@ HERIDEMEEZRMIY
174,355,000 T °

W Bz AP E P 260,237,0005
7T (B 3 492,088,442 000 /L) B2 i
MIRE SN BHM38,000,000%E T (EFHH
295,410,000 7T ) Himations AL B K P
RBWMEE-

1B U8 iR 5 2 18 20 K 5 M 45 48 B Imation
REREHE AN - ERAEFNBEZ+NH
FIRME A A2 T R #28,963,000% T (48
F /024,724 0007 MBRAR BRI
3 i - & 5 @ 3l ImationZ I~ 2 828,963,000
ETRERDEF B REHER EER
TaEE B AN B RERBUE TR
M -BERAdTALR@QEERBHAG

AT TAESERR2ENEEAER-
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30.

ACQUISITION OF SUBSIDIARIES 0. WEHBLS
Acquisition U Bg B IR
As explained in note 2, the Group acquired a further 59.5% in the BN AR AEEE-SLiEAn
issued share capital of GDI Group for total consideration of 751,353,000 T WA AU L M E60.5% 2 &
HK$751,353,000. This transaction has been accounted for using TRA-HHTICEHBRE N EAR-
the purchase method of accounting.
The net assets acguired in the transaction, and the discount on RESPWRZAERARRES 2 WBT
acquisition arising, are as follows: i :ul O
Acquiree’s
carrying
amount befare Fair value Provisional
combination adjustments fair value
HKS'000 HK$'000 HKS'000
Al N
g =Rt s
ZHREE AFEEEEER LEEE
FHEIT FET T
Net assets acquired: CHE2EEEE
Property, plant and equipment ME-BE R& 105,025 22,727 127,752
Intarests in associates B R R 461,113 - 461,113
Convertible note from an associate —MgE LRz RBER 238,116 - 238,116
Avaiiable-for-sale investments a{t ke a 98,746 - 98,746
Payments for acquisition of interest W B P 25 E R AT A
in properties 231 56,295 - 56,295
Other asset H fib 7 A 229,288 - 229,288
Inventories "l 150 - 150
Amounts due from associates FE U B A D BB 4,510 - 4,510
Short-term loan receivables BN ER 368,569 - 369,569
Other receivables, deposits and HibBWHIR-E& R
prepayments A 25,757 - 25,757
Conversion options embedded —RIBERAZ A EIE
in converlible note from an associate EEPAEZ AL 63,038 - 63,038
Tax recoverable aJ i G 3% I8 126 - 126
Bank balances and cash BITEERERE 93,656 - 93,656
Trade payables, other payables and WHmHE- &b pE
accrued charges PHEEESR (27,323) - (27.323)
Amounts due to related companies Feft RRsE A~ T13KTH {208,326) - (208,326)
Income tax payables FE A<f FR 15 1 (14,125) - (14,125)
Obligation under a finance lease By A AT A (124) - {124)
Deferred tax liabilities HEHERAN (21,176) (7,500} (28,676}
1,474,315 15,227 1,489,542
Minority interests > B AR B AE 2 {285,518}
Discount on acguisition W B 37 £R {116,363}
Reclassify from the Group's interest 2R R — R B AR ]
in an associate LERENSE (331,837)
Revaluation increase in net assets AHE R AT
shared by the Group's interest ZIEHE SN
in an associate SEEREHDOHIEE (4,471}
Total consideration AWM 751,353
Total consideration satisfied by: mEEEFAN:
Cash & 17,915
Issue of convertible loan notes FIIRHBERERE 687,188
Issue of shares FITRR {7 38,733
Expenses incurred for the acquisition WiEEEzRE 7.517
751,353
Net cash outflow arising on acquisition: WHEZEL RS AL $m:
Cash consideration paid SRS AH (17,215)
Cash and cash equivalents acquired W RS ERSSHEEE 53,656
Expenses paid for the acquisition MU E ML (7.517)




Interim Report 2006-2007 & YA S

Notes to the Condensed Consolidated Financial Statements

& AR &R & B R R M B

For the six months ended September 30, 2006 BE—FZAFNF=1THLE BA

30.

ACQUISITION OF SUBSIDIARIES (Continued)
Acquisition (Continued)

As part of the consideration for the acquisition of GDI Group,
9,926,228 ordinary shares of the Company with par value of
HK$0.01 each and convertible loan notes with principal amount of
HK$770.973.000 were issued. The fair value of the ordinary shares
of the Company, was determined using the published price
available of the date of acquisition, amounted tc HK$38,733,000
while the fair value of the convertible loan notes amounted to
HK$687,188,000, was determined by the valuation performed by
an independent valuer.

The Group’s interest in CSHL Remaining Group was reduced to
14.1% upon completion of CSHL Disposal on May 19, 2006. The
Group atso held 29.4% interest in GDI Group upon completion of
the CSHL Disposa! and CSHL Reorganization. A gain on disposal
of interest in CSHL Remaining Group of HK$5.037,000 was
recognized in condensed consclidated income statement during
the period.

The discount on acquisition of HK$116,363,000 were mainly
attributable to the difference between the principal amount of
convertible loan notes of HK$770,973,000 determined as at
agreement date and its fair value as at date of acquisition amounted
to HK$E87,188,000. The initial accounting for the above acquisition
has been determined provisionally, awaiting the receipt of
professional valuation in relation to certain underlying assets and
habilities of GD! Group. Hence, the discount on acquisition may
be subject to further changes upon finalisation of initial accounting.

The convertible loan notes are classified separately into liability
and equity compenents on initial recegnition. On inftial recognition,
the fair value of the liability component is determined using the
prevailing market interest of similar non-convertible debts. The
difference between the fair valug of the convertible loan notes and
the fair value assigned to the liability component, representing the
embedded call option for the holder to convert the loan notes into
equity, is included in equity (convartible loan notes reserve).

GDI Group contributed revenue of HK$895,987 to the Group's
turnover revenue and less of HK$ 17,600,000 1o the Group's profit
ior the pericd between tha date of acquisition and the balance
sheet date. The directors are of the view that it is impracticable to
disclose the revenue and the result of GDI Group for the period
from April 1, 2006 tc September 30. 2006 as if the acquisition
had been efiected at the April 1, 2006 since such financial
information was not provided by the GDt Group,

30.

BB LS &)
W Bs F I (A7)

kB EERERAZ B2 EBITER
AESREACIET 29,926,228 KA
BEASEHATION73 000 T2 o] KA H
LER.RKoBERARZOTEMNEER
38,733,000 - R A WHEE BT XM
MrABHF-aAERER 2FMM
687,188,000 L MIEB L GEMB T Z &
EHT-

hRETEEER_FRATEATARARER
B mEERDPESBTENP 7 ERELE
14.1% =« hRMERRRPHEEHATHE -
SRS A BEREEM0 A% - KT ®
£ F 8@ 7 W5 037 000 L E R BAE
MRS RS ERNER.

W BB T ER116,363 0008 TEERI VB %
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended September 30, 2006 B E S EXFAA=+H1tABA
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RELATED PARTY DISCLOSURES 31. FHREATER

{a)

(b)

(¢

Related party transactions (a)

During the period, the Group entered into the following
transactions with related party:

FHBALTRZS

WA FREBFMEA SHTUT
5

Six months ended
September 30,
BEAA=1+HIEAEE

2006 2005
HK$’000 HK$'000
—B2E25E —HEAE
FHET FHT
Substantial shareholder FTERBERAMEAL:
and its associates:
Interest paid and payable FEEEA RESNZ
by the Group (note a) B (Ffsta) 36,015 11,306
Interest received and receivable REMEEWEREW
by the Group (note a) ZH B (HiEa) 16,266 8,915
Agsociates: s F)
Management fee income (note b) TR A (8 3p) 1,723 1,428
Rental expenses (note ¢) BEm= (#Zc) 1,685 436
Notes: BiEt:
a. The loans advanced to/by and the balances due by/to the a. B/ ASEERY ¥R EER

Group are unsecured, bear interest at prevailing markeat
rates and repayable in accordance with the respective
loan agreements, if any.

k. The transactions were determined based on terms mutually
agreed by the parties concerned.

C. The transactions were carried out at terms in accordance
with the agreement entered into between the relevant
parties.
Related party balances {b)

Details of balances with related parties at the balance sheet
date are set out in the condensed consolidated balance
sheet.

Compensaticn of key management personnel (c}

The remuneration of directors and key exescutives of the
Group is determined by the remuneration committee, having
regard to the performance of individuals and market trends,
amounted to approximately HK$2,347,000 (2005:
HK$2,244,000).

HE SRR R EY SRR
B EASTHHEHLRBE
HEBHRBHR(EH)RESF
B

b. HRELBEDERRENERTREZ
HFRLIE .

c. REXBNRBFHEERTLZ
BRI TT

HHEATHEG

TR EEE 2T ME AR

HERERAESEERME-

TETEAOMNS

AHEMUERFEARABZHE

DTHEMEASRBARBETIS

HBRIE  BE 4482347 0005 T
CEBRHE 2,244,000 L) o
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Date: 2 January 2007 hinveoE

[T

Office of International Corporate Finance
Securities & Exchange Comumnission

Room 3628

100F Street North East

Washington DC 20549

US.A.

By AIRMAIL
Dear Sirs,

HANNY HOLDINGS LIM{TED (“Company™)
- ISIN IS 4166812087

We enclose herewith a copy of the joint announcement of the Company and ITC Corporaton
Limited dated 29 December 2006 regarding the termination of the issue and the subscription of
the notes of the Company for filing under the ISIN US 4106812087.

Thank you for your attention.

Yours faithfully,
For and on bebalf of
HANNY HOLDINGS LIMITED

P

ff- Florence Kam
Company Secretary
[vw

Encl.

FELEEREBESMRAELEPLCE
B/F., Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon, Hong Kong
Tel: {852) 2372-0722 Fax; (852) 2372-0620 [Company Secretarial) / 2803-5574 [Accounts}
O\Hanny 2006\Correspondence\Letter\243-US Sec-annc't dd 29 Dec 06.doc
o |




ITC CORPORATION LIMITED

(Incorporated in Bermuda with limited liability}
{Stock code: 372)

HANNY HOLDINGS LIMITED

(Incorporared in Bermuda with limited liabiliry)

(Stock code: 275)

TERMINATION OF THE ISSUE AND THE SUBSCRIPTION OF HANNY NOTES

On 29th December. 2006. Hanny and each of ITC and the Other Subscribers entered into an agreement to terminate the ITC
Subscription Agreement and the other Subscription Agreements.

On the same date, Hanny and CEL entered into an agreement to lerminate the CEL Note Subscription Agreement,

Reference is made to the joint announcements dated 6th July, 2006 (the “Announcement™) and 2nd August, 2006 issued by
Hanny and ITC in relation to, among other things, the proposed issue by Hanny of the Hanny Notes (1% convertible exchangeable
notes due 201 1) with an aggregate principal amount of US$150 million whereby ITC is one of the subscribers subscribing for
the Hanny Notes with a principal amount of US$75 million. The issue of the Hanny Notes by Hanny constitute a connected and
a possible major transaction for Hanny, and the subscription by ITC of the Hanny Notes constitule a major transaction and a
possible very substantial acquisition for ITC under the Listing Rules. Terms used hercin shall have the same meanings as those
defined in the Announcement unless the context requires otherwise.

TERMINATION OF THE CEL NOTE SUBSCRIPTION

As disclosed in the Announcement, the net proceeds of approximaiely US$149 million raised from the Subscription were
expected to be used by the Hanny Group as to US$100 million for the subscription of the CEL Notes and as to US$49 million
for working capital and future development purposes. The net procceds of approximately US$99 million from the issuc of the
CEL Notes were in turn expected to be used by the CEL Group to acquire investment properties in the PRC. At the time of the
negotiation of the Subscription Agreements, CEL was considering 2 number of opportunities including a redevelopment sile in
Beijing and a commercial/office/hotel building in Guangzhou. Subsequent to the entering into of the Subscription Agreements,
CEL informed Hanny that the negotiations in respect of the aforesaid projects did not proceed satisfactorily and the projects
did net materialise. It also has not identified any other suitable property projects in the PRC for the time being which may
otherwise utilize the procecds from the CEL Note Subscription. In light of these. Hanny does not consider it desirable 1o
proceed with the CEL Note Subscription. Hanny and CEL therefore mutually agreed to terminate the CEL Note Subscription
Agreement, and an agreement was entered into between Hanny and CEL on 29th December, 2006 to this effect.

TERMINATION OF THE SUBSCRIPTION
In light of the above development, Hanny does not consider there is an imminent need for new funds and the Subscribers do not

consider it desirable to proceed with the Subscription, Accordingly, Hanny and each of ITC and the Other Subscribers also
entered into an agreement on 29th December, 2006 to terminate the respective Subscription Agreements.

EFFECTS OF THE TERMINATION AGREEMENTS
Neither party shall have any further rights or claims against, or obligations to the other party. and each party fully and

effectually releases and discharges absolutely the other party from all duties, obligations, claims and liabililies arising out of or
in respect of each of the Subscription Agreements and the CEL Note Subscription Agreement.

Having considered the fact that the property projects of CEL did not materialise as originally expected as described above. the
respective directors of Hanny and ITC (including their independent non-executive Directors) considered the termination of the
issue and subscription of the Hanny Notes is in the interest of Hanny, ITC and their respective shareholders. Neither ITC nor
Hanny considers the termination of the Subscription and the CEL Note Subscription would have any material adverse effect on
ITC or Hanny and Hanny’s working capital position.

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

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. Kwok Ka Lap, Alva

Mr. Wong King Lam, Joseph

Mr. Sin Chi Faj

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

Executive Directors:
Dr. Chan Kwok Keung, Charles (Chairman)
Ms. Chau Mei Wah, Rosanna

{(Deputy Chairman & Managing Director)
Mr. Chan Kwok Hung
Mr. Chan Fut Yan
Mr. Cheung Hon Kit .

By order of the board
HANNY HOLDINGS LIMITED
Dr. Chan Kwek Keung, Charles
Chairman

Hong Kong, 29th, December. 2006

Independent Non-executive Directors:
Mr. Chuck, Winston Calptor

Mr. Lee Kit Wah

Hon. Shek Lai Him, Abraham, ¢

By order of the board
ITC CORPORATION LIMITED
Dr. Chan Kwok Keung, Charles
Chairman
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INTERIM DIVIDEND

Th iractont It #esolvae 18 dactars ua ineerim dividend of KIS rends pr shars Ls eath with ecrip sptloa for
¢ 13 reonthe ended 30, 2006 (1005: HK4 cents) 1 those sharaholders whoss asmes eppesr of Uy
Ragiver of Membert of the Compuny ow Laanary 16, 2007. The relevact dividend watrasts seddor share
certifcss Wil be despazchid 18 the shareholders on or mround February 13, 2007,

CLOSURN OF REGISTER OF MEMBERS

The Regiaiar of Mamban of te Company will ke closed from Meoday, lamary 15, 2007 w0 Toasdny,

26k Floor, Teswry Ceacre, 20 Quaes’t Rosd Ease. Wiaschai, Houg Kosg for registration son laer thag
400 pm. oa Pridey, Jameary |1, 2007

MANACEMENT DISCUSSION AND ANALYSTS

Resutis and azndsl rerinw

Rrnatty

For Lhe period enfed Sepaeraber M4 2006, the Civsd's saewtited eotsEdaad arofi bk minority inererts wer

HX3),340,1 million (930200: HK340.0 million), which comprised of peofy aflev opencng income and exprous
mmh.mtumummnm HX$19.3 million, u tastied], inchisioe b fhif vikot of
covactible ot Taly valar hrouph peofit or Sous of HKL5.3 million (W302005: Nil, increas i felr
rahog of mmmdumnmm-mmms T}, Ziscount oo acqulsiton of eubsidlartes of
HK3118.3 mlfion (#0200 NII). ret i on dlipotataidiluden of mtsrests b absociises of HXSS.1 millkoo (W30
2008 NIb, Ineomd tan eradit rom coatlewing opermtions af HX$0.% millioa (WIO0/2005: Nil) and profit Fruen
discoativaed opersdors of HKS1. 4494 million (WMY2003: BXSS1.0 millin), but raduced by dectsd la lnir wiva
options sebeddsd s coovenibie soe of HE3135.1 suillla (W302003: ucresss of HK$13.6 millieg),
mummammuwhmm.mawumdummwh
(9FUNTOM: Mk ducreae ia Iair valva of lavesrment in beld-for-tading of HKE1.2 milllos |WINI00S
Hx:lllmllhhwhumlﬂdﬂkiﬁsﬂhm WL\ Litmirtoest ks oo iviiiable-
far-sle iverirecott of HRIJ10 miion (WOFHDS: mhuﬁwﬂﬂmd"w&uﬂulw
million (0003: HRS21.Y willion, i statd ). share

d-mdﬂnlu il bom for the pariod eoded Sepieraber
Coern wed s inxh S o O pariod ansded Sepmerber 30, 2006,

Scgmrnt Reruitt
T pasod, e Orowp experieaced ¢ dectlas b 2ronth s well sa grom prodl g Thix detetiarigion
was mainly dun 10 S disporad of v 4atvs “wadleg of compons rimpd produc” ud ﬁnﬁ;dm
aheturoate producu”™ wwumdmxwmm Aspaial wa
comphered on Aprll 25, 1008, Accardingly, the trdowrt sod resal relatlag o MO wirs elanslfind 22
Dim-dm for hock e cuyrem and last periods.
af compuiar ralyied prodwess, seguaent beroover emounted i KK3237.2 dittiva for the period,
dmmu(erKlM&I6wlh|m_1illmlhunemmwhdhm-ﬂq&uhw
HK315. Blon, decraastag by MK3 1854 million (over 100%} from 2003,
Por trading of consmmer atactronic 1. scgmeot lurnover amounted K359 aulllioa, dectesing by
HXI811 .1 walfion Lovar 1004) from ea snma Iocerion period e 2008 sed vegment rarmh saearded HXSH |
millioa, decrasaing by HK31 2.0 cuilibod (ower 100%) [romm 2003,
For tradiag of wcuritien, gmest mroover smouated o HXST9.4 milllon, decreasieg by HXSH 3 mitlion
130,29} from the rama: Inwarim period in 2003 and segment msult recordsd KK31.3 million, decrenslug by
HKI(I 1 mdihon (awr JOOR).
rty davtlopmeni and ireding, {here waa oo egment lumover for tha Inierim period, decreasing by
uxs 1] millm [100%) from igterim poriod 2005 sud va way sepmant resal), decressing by KK$)0.?
milllior {100%).
During e peod, saad miniag segment wan inctuded a9 3 resuli of the ncquisition of wi inierat in Qrovp
Dragon livesimeg i Limited ("GDI), with pepment mroover of HKS0 % million ned wegraent loes of HX303
il lon

Nowethelens, a dispess] cootributed HK31317.3 millivon w tha reita of 1 Qrowp Cor the
eriukally increased Irom HX341.0 millios for the pericd aaded Sepramber 3, 2001 1o HKS).
for O prriod Thw Growp slaa dirpored of certain af ity asbridiarics s0d ausociases daring Ow period with o
mel guim of HKH4 3 aullios while » paig of HKH .2 million was scsived From dispossh during. B period
2003. From wquiriuion of GDL » shrcoso: on woqinition of rebeidistier of HKS116.)
W properties af HX19.0 milllon und
profh ot loss by HKE2S million. Dectesse in
i..uhnmmmuwmmmuyummuunnmm-m petind
1005, There was s locome 12 cred [1oor contisulog operalions durig the geriod o KK30.¥ millica.
Purthermers, Mhers wad ws Inkps Wiesd lesu o8 poedwill arismg oo soquisiten of sa sisciaw of HXE1d L
willios during the period soded Sepumber 30, 2003 while there waa il duthug U perlod. The Orowp
weffered besa tod Rovens wmder “Shary of resulty of masociates™ the period of HKI1.0 auflion. ;
Income from tontincing upatitiont Froen HXX19.1 millica. Far the pariod saded 3 epramnber

0 28 operwting Weoms of KK5243 mitlion for o period.

Howavar, such coauribwiions wers reduced by 1be decrease in fal value of douvitaion sptlons dmbedded |n
comvestibly o of HX3100.6 million a 16 the Jaterim paried 2005. Profi froom disconiineed
operttions dreppad from HKS47.1 miltion for the period ended Sepismber 10, 2007 10 » botn of HKS44.5
million for Lhe period. Flasnca couls jocumed facressed Wy HK317.6 million orwiag 10 te coupon kisrmt In
relation 10 the lrsve of comvertibie noled by the Company during Lhe petiod. B sddition, Lre wies Smpalmoent
lana oa wrallableSor-sele ivestndon of HK32E.0 milllon, éecrense ib coavarilon oplions tmbedded o
convenlble notes Irem s anaociam of KX3 (7.1 millkon aed impairment ioss on goodwlll of HX34.6 millien
during the peciod,

investment i Conuarribie Norer

During the period, the Orewy soquired foor pollated soovanible aotes l1aved by companies Haied on the
Swock Bachangt for o8 ppprepets conskernsion of HX 53290 millica in sdditica 1 ihe eafning Liree cometnible
nowss scquined deriog t year eoded Morch 31, 2008, A coaveriibla nols brom ea midrlain and coovenible
notes of 48 ayprepved ament of HXS305.0 million wers soquined oa scquitition of GD4 durlay U paciod.
with & dncransa ba fulr walwa of HKS19.1 million. The spgregsie fair value decrease of HKS115.1 million L
respect of the rouvers i GPUOR chbmst il e A HKRS P ailfion i meapact of the deM clumes] were
recoqalzed in ;nm wnd loss a8d remreme, respactively. An aggregee of HKALSS.Y millite war coavanied
o erailabin-for-sale ety dorieg te period. [0 sdditien, e npgregae Fuir value [ocTense i reapect
of rwn o the sculy sequired cooverible soces Geslgnaed o iz vadwe throwgd prodi or lous wad scerued
iomres bcome of HK35.3 mittion snd HKS1.0 witlion wety recognined b pradl) asd jom.

Lyidiry

Dosk aad cank Salsaces 0l Srpetmber M0, 2006 incremad siguificantly w HXSS1,T milliea (M31r3006:
HKA25.5 mliSos). weromaciag for 2.1% 133172006 1.4%) of the net mngible et vades of i Orowy. Such
diamatic mersase was aulsly seribaistle s te reclasiBention of baak and ¢l belaores of HX326.0
million to “eavats claniified ne hedd dor sale” m 4t March 31, 2008 The eash was malaly wsed for dally
bperition 1né Imvermesn ia fiasncial iasyumeals during the period. The curreal atic of e Orop &
September 30, 2006 was 271 (373172006 1.43).

Financial Review

The current sisets of i 0 Seprmber 30, 2006 decreased by HKSELS 4 miflien (24.1%) 0 HXS31.782.0
million {3/717200& HK31,4174 uillhn. 24 reslaied ).

Such decrebss was muinly avridoishle (o0 e decreate in Tovanorles of HKIAL mitlion, evailable-forasle
Iwvagimantit of HK375.5 mlllios, thori-tarmi loan receivables from relsted compenlar of HK3129.1 mithion,
margin losn recetvables of HK310.1 million il period end a1 comparid 18 cha praviows yaar, Puribermars,
fled a held for of HKS1, 3.2 million 31 a1 March 31, 2006 ware disposad of durieg tha
period. Such decream outwiightd U totrsaid o othet aimt of HK3129.1 mUiThon. tracke xad other reccirablen
of HXI2ELY milthon, laverimants held for irnding of HKSD 1 million, comvartitle soun danlgaated ot falt
wvaluw through profls e loea of HKS106.4 million, shock-iorms lwn pesivasben of KK3474.1 mdllion, loaes to
antocians af HX31S.5 million, amownis dut: Eoms sssociarcs of HESS N miflion and besk balances sad coch
#f HX$5.2 milliom.

Ouhar ot of HRSEH § million as at Semember X0, 2008 wose from the axpmisition of G0 darlg S paciad.
mwmxmnm--mn 2006 & HiCSE4 elion W & Sepuemher 10, 2006 Such

Mmgmmdmmmmmfmu-mmn 2006 10 HKSM)A million m m
Seprmber 10, 2006, $ach drustic increese war mainty witridotzhle b he tictivible of HXE305.2 odlilom
from un scywitts of e Ozoup’y formes sabgidiaries. The munber of daps for Sebion rernOvet derreated
Ieat 09 daps Last peat o 24 daye i3 cwmest period w v resull of She dispoand of the trading of compuier
reiwed products and trading of coaternet dlnctionid prodicty WEMmEels 1 meationsd in g slocesaid “Sepmenl
LE LT

Shon-seme foa sretivibles, dbor-Letin tows frozinables e reluied compagies aad loani \e amvechaies
wcrescd broon HKS1 79,7 milhom ns et March 31, 2006 10 HKI540.1 oeilfcn & W Scperamber 30, 2006 Tweh
W0ctas Wit maioly ttribaiable 18 5 wember of loas agreemants eotersd koo with third parties for s
Futvlmudﬂk!]illdllhmnmm A i wnoui &f Khofi-iohis ks
mh-u-dunuunm-n inchoded o acqyesichon of GV duriag tha perkoct, with & poc-arquisiied
ety resdvable of HX17 4 million 2sd provicen for loss mceivade of HXS1 LY malltion. Dring e
period, a0 apgregace amoves of HICSMELT million was repeid
Depostt for sequizizion of ineenint La properties of HKS5T.1 miilion wer iechaded in the Gioup oa syuisition
o Q1 durtag the period. Deposits for quinitio of ebakdiaries of HKS30.0 milllos war made darie te

pesiod.

Trade und ather pryables decreared drom HKS330.0 miltios 1 & March 33, 3008 .o HKSIED. ) million se 1t

epcember 30, 2004. Such decrease waa malaly atiributible 1o Ut darrenm |4 rade payebles of HK53L |

muillion as a resall of the dirporal of e tradlag of compuier ralsied 1 aod tracicg of connumer

electronic preducts sepmenin 43 mendloned In the aferetaid “Segrheal resnlts™. The nomber of dey for

eredilora Lacoover decreared fram 44 days 1a 2005 16 21 days [o rument perlod.

At Septecaber 30, 200¢, ot barrowinga af the Growp smoveiad 10 HKE1,131.3 million (M31/2006: HK$TI).3

miffion), of which HK$725.2 million (M2172006: HK§92,7 miltian) wete not repaysble withis one year. The

harvwiogt (peluded bank 4ad other borrowings of HKE431.7 militoa (37))/2006; HX3581. millioa).

overdraiun of HK319.4 milllos (3r3172006: HX53}.2 million). [o addition, these were comvenlble noes

payable of HK5415.1 million a1 a1 September 0. 2008 The locrases in Somowings war rainly due 1o the

50 of converthle noier by the Company of HKS170.9 million of which au daroen! uuridetable 10 the

equity compoceni of die coovertibile motes of HK3143 & millien was clasnifled under reserves. New barmowings

walling HK301.0 millicm were obisined duricy riod for the purposer of rvestenl and daily operaiion.

Repaymeat of HK3301.5 millica wan musde Suring ihe period. Furtwrmere, as smonm of HKS?.2 aillion

was exchaded from (e Growy a5 a resch of dispotal of & subsidiary 1a May 2006 Overtrafis decressed by

HKS13 % millioa 13 compared  Maseh 31, 2000

inzerreer b aaroriares

The lacresse in dalance from HKI&14 9 wdliion o a My 1, 7008 48 HES) 14 4 mlilion a5 01 Sepembar

30, 2006 was mizly dut 1o the élapona? of che Growp's 15 3% inceres in Chins Sirsuegic Holding Lined

1"CIHL") and interess im ceqtain pesorintey. wed mnﬁm-mw..mpu.m

anKilNlml!numHK!‘Hlmllh,rlwml Dwring the pertod, ihe Growp hed 1kared lones

o decteam in rererved of Miesisg of RKIL2L nimn abd HEX0.7 millicm, respectively, and cwtmensy

iranshition reserve of HK34 2 milllos. [n additios. 4w amouns of K335 million wia clessified a1 “wseens

Claipifiad a beld for 1214™ a) 01 Maech 35, 08,

Medge of azrets

Al Saptember 30, 2006, exriaie aszeu of the Group srsownting o HK$233. 4 million (331/2006: HK31 A30.0

millos} were pledged Lo banka acd femcial kalwiicas for losa Facilliiea gramued \o the Growp.

Georing rotio

The gearing ratid (botrowinga/shareholden’ funds) ol Sepiember 30, 2006 ihpmifieatly Iancteatad 10 39.5%

12172006: 18.6%) awiag 10 tw increars in bank and other barowlngn and lesua of coavertibla notes

paystla during the perlod ko nwnce the Ciroup's lavaarman.

Exchange rate and INerest rare nska dEpeTert

Mon of (e Group's boxiess trassxctlony, ayveis apd [isbilithes are depomizsied in Hong Koag Deltar. The

risk of foreign eachsege fuctustion bat not lgnificant 10 ihe Group. Intered! rates of bank and other

hoazs are M Prime plas. A the babance sheel date, e Group did Mot €0t imo ATy ioterey me speculptiva

and bacging conracts

Cowtingrn? habilitre

As m Sepmember 30, 2006, e Oroap had guaractes given 10 8 bank i rerpact of bankhag faciltior whillasd

b7 2 third pany of HI$11.0 miltien. The Growp #140 therad from an antocinte’s cootiapem Labilities in

relstion 16 graranieer fiven 1o becks in rerpect of beal Macilitics emowdind o HKS0.1 cuillion (33172008

FvRnI0tnts Bivea W becki nd oty piacietet amoutstd 0 HKS 113 oalhen).

Emplovecs and resoonergzion padiries

As a1 Septembar I, 2006, Lbere were sppronimualy 34 ruff mermbers (W3172006: 300) exploys by the

Dnn.hcmmpdkhmbuuhu-mhu-f .anHmnlq—hl
the prevaillag rataries” uesds (a Ba varions egioes. They e Ibct 1o be reviewed every yem. The Gronp

also yrovided emplayes irnining programe, s masdaiory providect dund srbeme, medical idswravre aod

Ahervioty o S ooticad iy awarded 16 vmpicyens bl b il bl However, no shee aption

were praooed dering te period.

BUSINESS AND OFERATIONS REVIEW

Durlng the sin moaits ended Seplember 0, 3006, B Oroup enderwem seviral corpofaie developowenis.

compeised rmalaly of die disposal of s than 41,28 iterast i Uhe Memores® business i Aprit 2008 aud te

niguixtiod 4F u 91.92% iatereal i GO) ia Juce 2006,

Upon 1he ditpomal of Memares® busloess, the Oroup caprured 5 sigaifleam gata during the ierim period

This handsorne gain broughl abour working capitsl sed provided company with an epporivnily &

ctivaly kook far meaningful lrvastmants in viabl bubisessas

Subsequent to the dispona] of Memcres® Sutiness, the Graup complated tha arquichion of GDI and took

conurot over all the busineszes under DI, The Oroup then began the Integretion procsts within e combined

‘busipeazes 50 21 ko comolidaie the common o K8 burinessts and enjoy the rypergintic resull da much

a2 pracucal. Thess burineues inctuds propeny development asd ineing, indiag of serechics, Ivestent in

enavertible oours iesuad by linied companier in Hong Kong sod bolding of sirsimgic bveamesns. By wiliag

the (rocp's strony besivess peiwork, periise 54 divens resources, (e iclejratice

‘s beea quile seccesiful aod n progresticg wel. Morcover, e Oroup has extkded @ twtioens partfolls

W inclode thase besiverses Sryleg out by ODL, The diverse davaatomnc of G0 leclwde Chics Exerprisea

Limited, whobe thied #tv adod oo the OTC Bulletn Boird s MEI Heldiops Limied, whose chares are

fimed oo te Assmabias Securities Evchaege

Up 1 Sepiembes 30, 2008, e Oroap bia subierided Izt convertible oates of qud rompunies with a1

aie socuinul valae over Homg Koag Dollar Que Billioa Such listed ity arn Asiy Staaderd

tniermationn] Growy Limied. Mvews Primve Propariies Heldings Limited. Ml Ak Eserusinme s Qrinp

Limited, Gokbes Karves. Esterninoseat (Hakdings) Limied. Wing On Travel (Holfings) Limiied. Sen

Corporation Limited 4od Wo ket Hoog (Hoklimge) Litsied. The mbacriptiont seree 1 part of te Growp's

stnlegy 1o divernfy iy iavestsam porifolio s e growing laduerien

For i current period, the Qroup recorded & uwﬂcm Toas #3 & resubt of the change ie fair valoe of

coovertion options embedded in vach foaveribie naw

Tae profiviaes mainly depaods on fecion. lits unm price of tba tharea eaduriying in ech romveriible

dotts aod e previillig Dtk isiere! fikes, ai dooipased with e coaversion price of the dhyms nad the

coupct faterusr raves of the coovantibh sotws. The Crowp will purforne sp in daie prafessioral vatuailes of

wueh convertibie aouen when prepariag [0 periodic (nterim pad enowal scecunis and will take inio sccouol

the resulting profilfioss due o U change in (Ll valus of cosversioa optioos embedded i sech convertihle

ootes, The tercling profiVion oa preparicg the Oroup's periodie Inotri aed snnual acconss ane non-cash

inema and, due to the facion nated sbove, may or may wot ba changed tubsisarially from period to paricd.

Signflean! nvestments

Ting Emterprives Limited (“CEL", carried on buzinsse in iang Kang ax China Fire Holdingt Limited)

During the period nnder review, CEL costinbes o e an itvstiment holdiag compasy. CEL is sagaged b the

busicens of gropeny laveniment and development o he People's Republic of Colaa 1"PRC") wod hus

rubstaclinl icterests m Hangzdon Zhongee Rubber Company Limiled £nd Wing Oo Trevel (Hodingn) Linaned,

which are priacipally engaged (8 maaufaeiueiog and marketing of Lres {n ihe PRT snd ather coustrier

abegad, wod the businend f peowiding packepe st isbrel, 20 siMr relitad nervicen wnd houel operaticas.

respaciively.

MRI Haoldingy Limired (MR1"}

Ourisg the peeiod andet briew, MRL compleind e seyuaition of Zed ey Chebs (“THC™), Auwstrali's

seeond Lergest health and firsass chuin, sad aumber | i market share i ) of Axmnali's § lzrgen fuoers

markets. MRI Bas been actively patiscipatiag In e operatioos of ZHC 5 roptinued 1o penetrie jin

‘markees sed prow in market shaces.

Major Strateghe Iovesments

PIC Corpurwtion Lid (“FSC7)

Az Sepember 3., 2006, the Growp is dokding aa cffcctive Loeren of 34.30% in PSC, which b peincipally

Ergaged i mapufsctring of food sad sthar predurts, datribyon of $00d and olber f151 moving consmer

poods. logitics aod [rechisiag. healten coatallindy 304 mifvicts, 10d eduration.

intrace Lindted {~Ixtrace™;

Al Seprember 30, 2006, the Group it hokding an eTeciive ingeren of 7.21% i lmraco, whick foceses va four

cors businesses. which inclode ading, projesta, Ink and e

pehitandneson.

Tt Semg Packeging (“Tot Sear™s

Al Seprembes 30, 2008, the Ciroup in helding an effectiva interen of 13.51% in Tat Scag, which ln por &f

Singapore's keading manulscturees of eorrugaisd paper pachaging produrt wilh opersthom io Singapord, Suzhou

and Hefel in the PRC. The Tu Seng Parkaging vow mn;m ranufactures and sells corragaiad paper

packagicg products for the packing of diverss racge of pradocts scrarding o cememens’ ipecifications. I1s key

products includs corrugwed paper boards, comupaisd papar rancar, die-cel boner, ssanbly caroos. heavy

duly dettuguitd pepel products dnd other pachaging relaled produtts,

Wing Gu Travel {Nuldings) Limired (“Wing Ox Travel™)

At Seprember 30, 2006, the Growp in halding an effectiva ioterent of 11.14% in Wiog Qs Travel, which &

principalty enpged is the butioin of pravidimg pockage lours. Uvt] aod acbar reliced nervices, nad bosel

gpention incling n Bote] chaie branded undar the oama of ~Rosedake” in Fong Kotig tod e Miloliad.

Major Acqubiiticas & Dirpesals

Dicparel of I1.9% (aterests In CSHL and acqsiricen of intererss b GDI

Ow March 10. 2005, 8 Company wad PY| Cocporsdos Limined satered into 3 share sale agrwemmont (e

msmwunummummwwdmm 153% laterans b CSHL,

Miay 26, 7008, Sometricy Unmived, on burka!
lE:rwIllihdleuchl('ﬁDIOM) Tha GD1 Offer clowed #a heoe 16, J005 end Well Oriey
tmtebead ¢ wtal of 306422203 G eheaesr. Toguthee with 129400867 GOI thaves 4 nppracionuty
19.36% of e lasoad share npxllldﬂnl) llrudr held by Well Orieal. Well Orieot was latesesied la
92 of the i apha) of ODE.

{Page 2)

Disposal of ntrrts of MIT

Qu Inguary 19, 20086, MIL ewiered iow a 13l asd perchass sprecowent (34 F Agrerowal™} wlth [mstion

Couy. for e pale snd purchont #f coviis anat1s of M1 celuing 90 O Suctines of e Geaips, tvelopantal
, distrivution med mle of hardware, medis sed sccessories waad lor the macage of shctronie dais 3y

Ewrope

roduce $.A4 ., Mesor Froderts OmSH. Messaros Produces (Tuissa) [se. sad bW rsores
Produeis. (ne. fof ba tggirgin conrideration of USIII0 mitlion phet edjvitienis basouat sod carmowl
houet calentaied in secordaace with the SAP Agraamens. The SAP Apreement was compluced oa Aprll 18,
1006, Datails of 1 Lraesection mre ver ot in Ihe circelar oF Ut Compeny dated Apal 10, 2000

Agrrrtat gad Jubteripden of vights shares uf Sae Corperation Linbed 8L
On Aprll T2, 2008, tha Compery, Suceess Sacuriiien Limicad ved SCL eaiered into na waderwritiog a reemes
Purtact ta which thae Compuny agreed t aaderwrite o 1o 329,032,330 righin shures of C1 w0 x subseripn
price of HXS0.014 par righs Ikem, On the ame day, the Compagy enecutad un uncarakieg s $CL ta ke
Wp kn antitlement in Rl woder 1he Aghte Lisve of SCL On June 30, 3000, a 1ol of 1,9%1.43
aharwa of 3CL were bebicrbed by the Company. Detalls af 1he nderwriting apresment »
clecular of ihe Company dated May 11, 2006.
Subrcription of conrertible nots of Hocex Prime Properties HaldIngs Limlied (*MPP)
On April 17, 3006, e Cormpany asd MPF eatercd lnto 1 subecriplion agreemeot "MPP Subscripilon
Agrwii™) hipardlng U mubacriptive of 1% cooveribi woce 5f WPF wilk i priacipal amwil of KXSI10
millice Toe MPP s-mrzun- Agreement wai compleied on June 13, 1008, Detells of v ransectian ase
¢t bul In ehe cirrulat of Ue Company dated Miy 26, 2008,
The¢ Sulwcripton Agreemens and the propased turxr of coxwrtible mhumufm wf the Company

comditivea]

. wabacrilion by

echangeshic priecipal smomnl of USH1 50 miDkon (equivelen
meﬂnllu!nm:uhmﬂ,ucmq- (Comverubh Mous") Puriied 0 1
tabecription n:mq-mnhula-nmdm i SErETAR ¥ Eer IO

'
ik the ucties agrecd thwt ¢ rompnos of mmm-tc--m « Nowes

i il

Subreriprion of eonvertibie nost of Mol Ak Eatmdum Group Limitsd ("Mel AR
On June 20, 2008, the Compicy 4nd Mei Ab estered ioio a rabscription agreament {*Mel Ah Subscripiion
Agreement™) reganding te subscription of 4% convertible e of Mei Ah with the printipel smount of
HK330 milllon. The Mel AN Subucription Agreement way eom;lmd of Axgiit |1, 2008, Deseils of the
runnectlon ey v the cirewdae of the Company dand July
iﬂmﬂn af conrertidle xnts of Golden Hareert Entertainment (th’lml LUmited (*Catdan

areest”)

O July 10, 2008, Quich Torger Limiiad, un indirect wholly-ownad sbtidlaey of the Company, snd Golden
Harvent anired inia o subseription ngraensent {“0H Subscription Agreement®) regarding the aviacriplion of
4% comrenibie aote of Oolden Harvis) with B pnincipal amount of HX330 million. The AN Sutaenpion
Agpreemeal was rompheind on Augun 12 2006, Delnils af the Lranaariion srw aei out i b circalar of e
Compeay dated Julp 24, 3006,

Cousfiiismel munditnry 14k affevs by Bingpon Soewricies Limed for snd an Sehalf of Fames

O Sepuember |, 2008, 1TC wnd Cum,- juintty ansoceced that oa Augunt 17, 1006 Famex emered
kot nn preemest with s independeal thind puty periei 0 which Famds contionlly virted o ke
TLEIZISE sl sharwt 9 b covticeritnn of HKIRG.034.564.20 w HEIDN per abe share. Compheiion of e
agrsemasl wok pisce oa November 7, 2006. Immedizuly vpas compleiion. Pamcs tad parties acting in
Foweet wih N wers, bn aggraguis. interesied b appronimasely 18 67% of it voting rphen of e Compasy
Accordlaply. Pames was reired @ make 2 cosdinonal pandalory cah offer to scquire all B inroed charet
iod outiizaing comveriibie bomds of e Compety Jiber thau tntd alrcady owitd by of dgresd 0 by
soruired by Pagws apd parters sctiag in eoacent wich b (except Cobblsford Limisad)) eacder (s Hong Koagp
Code o Tikeovers 18d Murgers (the =Gfers™). Detalts of the Offers ere oni tol in U #1Ter documant of (T
datnd Nowsmbnt 3, 2008 The Offers chotad at 4-00 p s on Decermber |1, 2006, Fumer recelved a tatal #f
33,050,383 shares {mpreseaiing approaimately 11.02% of the issved shem capitel of the Compury) and
cofuriible Sosdt with fiee vl of HK33.773.470 (represaniicg appronimately .73 of thr cunsanding
couvartible boads of ihe Company). Together with the thares held by (1) Pamea: and (i) Fames sad partics
aeciug I oodert with I Parmen wae imehevsed bn i1y 16 £,389,301 sharee (represealng spproximaly 61 FE%
of the iszumd chare ¢apital af tha Compeoy) and Ibe capvertible bonds with fact vahue of HKEY, 7TLE70: and
lly 174,870,091 whasws (reprasaniing approaimicly 69, 4% of the fnued shars capial of the Company) and
ha comrtibla bonds with face ralue of HKS 141,441,828,

OUTLOOK

The Qroup han sei lis lovestruent fotun on (e Asi

murkeis, epucially tha PRC, & mathat place provaw i
thew remendons opportuniliec for invesott seekiog [ritful reiurnn ow ihelr lovenmesis. in furtherancs of
the Growup's placs 10 axpund i exiatng presence in the PRC, the Qrovp will comeaurnte I effans on
marpen aad wauliitienn #ad 1 une thin plaform to brosden e PRE porilnlio. The Oroup belkves thix
approach will eoabie H resch enponantial prewih in nevgtue and speraiing profins

Laoking shasd. the Group believes thet the Renmiobl in 8 carrency worth-adling with & high poreatal for
appreciaion 'WIth 1 rigaifican wmount of the Groop’s mcsets kcatad bt FRC, it bopes o Lide afvemags of 38
factriod in vl of ity del ineis kocked 1 e FRC showld the Rearminhi ostin Lo rise

Ag the Oroup mwdves forward. we s aplicHalic sboul our ImvEytmealt 1n the l‘lt We bave proves our
shilicy 10 ldentify busimerses Uhat can e sshunced in ralue throngh proper Hermieg. rivscranog sod
growih. Owr swveenfel wh of the Memoren® busistsy wad the hagt 1o eoplutd under the swrrem
maragemeol hat proven the Growp'y sbiliies The Groep wil costiaoe m meive for [wnber icpeadery

1 come.

FUKCHASK SALE UK REDEMPTION OF THE COMPANY'S LISTED SHARES

Duwring v pericn) omivd Seppimber ML, 2008, 15ere w1 ho purchse. sabe o redemprion by the Company o
iy of ka subekdiarian of the Company's lised shares

AUDIT COMMITTER

Tie Autit Commitis of he Compacy bax revicwrd whk o wshbiprme st aod the Conpacy’t amfhions (he
mwuemmm-uimmmmmmm

49, 2008, The Audis Commices, widh w e Hermm of reference i line with te code provieloos i stipetaied lo

bt Conde 00 Déramanes Praetond (e “00 Code™) as s ol im Appendin 14 of i Rules Qoverning

tha Listiag of Securitles on The Stock Exehanga of Hong Kong Lizviled (the “Sioch Exehange™ tibe “Listing

Rubes™). cummently comprisa tree independen con-cactutive direcits, oarmly Metws. Wook Klug Lam. Joseph,

Kwok Xa Lap, Alva and $1n Chi Pal.

COMPLIANCE WITH TKE CODE ON CORPORATE COVERNANCE PRACTICES

The Company Pas complind with the OO Code throughout the 1is montht ended Seprember 31, 2008, encept

Tot by following devintioes -

Code Provison A.L1 of the CG Cade

Under e code provisiom AL} of the CO Coda, i rolen of cheirman snd chal wesutiva offiear should be

reparsin snd abould aex be parformed &y che semne ottividual. The Company doex nol 2 prtachl have say

iear with the il of "thirl eheentivt pfficer™ {"CEDT) bul insiesd the darsier of 4 CEO are performed by

Dr. Yap, Allsa, iba Mansging Dirscsor of bt Compacy. ia the came capactty m the CED of ihe Company

Cade Pravisien AL of the CG Code

Under ibs code provision A 4.1 of the OF Code. son-nciwtive ditiiior) shomd bt appoioncd fov o epetif

LerTn, FabY b re-hertion. The ewment sos-executive dirwnion of e Corguay &y S0t sppoistsd

for o rpecific urm. Howerer, all direcion (incheding eaeculve and nos-anecutive) of i Compeny are

subject M Meliament by meation 1 anmeal peacral seetiog of e Compal sccordence with bys-liw

7133 6f e Bys-Luwi tf e Cornpuny.

Cade Provisen K12 of i CG Code

Unduar the cods proviion £.§.2 of (e 0O Code, ibw chairman of e board vhinbd sriend Lbe mest gemeral

mesting. Dur 19 80 kapona snptgement reiarisg W (e roswany’s bostsess, the cheirms of te Board of e

&wmnmbmmmﬂmﬂhtmmuml 006

Tha nnounl review of iawrunl tootredn in respec) of (e coda prevlsion .31 of L €O Code will b4

reported in Ut forihéoming wmmnhmwumm wan o] repon of ihe Compuny

[or the yenr ending Murch 3)

Ax ruch, the Compeny cousidern that sulficient madivres have Setn Daken 2 o

oMmotite aveimoes practieer an oo fess exacting than thase in the CO Code

COMPLIANCE WITH THE MOTIL CODE FOR SECURTTIES TRANSACTIONS BY DINECTORY

The Compety has adopd U Masdel Code for Securitats Transscilons by Direcion of Lisied e the “Hodel

Code™} o1 el ot In ndix 10 of the Lhling Rules 83 itk owh codt of conduct mpsnding dimcien’ serwities
Ipecific enguiry by the Compeay. al dision have confvmed G compiiance »ith (e

in the Mode] Code i e mrichs

rauirad Sepuzsmier 30, 2006,

PUBLICATION OF INTERIM RESULTS ON THE STUCK EXCHANCE'S WEBSITE

All the Jefermation of tba |sarim resalan of e Crowp fot (e b2 mantn eaded Seprermbar 30, 2006
ricuired by paragrupts 46013 0 46090 [a¢tuaive of Appeadia 16 of tw Lisuag Rubes wil) be published on the
Siock Exchange's wabilon Ln dow courss.

4 Wbt the Company's

iy Orde of sha Board
HAKNY HOLDINGS LIMITED
Dr. Chaa Kwak Keuag. CBarien
Chairman

Heeg Kong. Decembar 17, 2006
An it daua of thin anewscemens, (ke dreron of ibe Compaay arg o follown.
Nom-Lxerutier Direrser

. Tap, Alta | Mareping Direcioe
M. Lul Sl Trwen, Rickard mm Maneying Direcser)
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