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INTERIM FINANCIAL REPORT

The Board of Directors (the “Directors”) of Hanny Holdings Limited

(the “Company”) presents the unaudited consolidated financial

statements of the Company and its subsidiaries (the “Group”) for the

six months ended September 30, 2002.

Condensed Consolidated Income Statement

For the six months ended September 30, 2002

Six months ended
September 30,

2002 2001
HK$’000 HK$’000

(Unaudited) (Unaudited)

Notes

Turnover (3) 1,980,005 1,750,154
Cost of sales (1,592,257) (1,406,919)

Gross profit 387,748 343,235
Other operating income (4) 66,556 36,308
Distribution costs (275,534) (191,511)
Administrative expenses (187,773) (138,782)
Net unrealized holding loss on

other investments (62,294) –

(Loss) profit from operations (5) (71,297) 49,250
Finance costs (15,672) (39,174)
Share of results of associates (12,305) (3,084)

(Loss) profit before taxation (99,274) 6,992
Taxation (6) 9,744 1,698

(Loss) profit before minority interests (109,018) 5,294
Minority interests (35,881) (2,361)

(Loss) profit for the period (144,899) 2,933

Dividends (7) – 9,647

(Loss) earnings per share (8)
Basic (2.26 cents ) 0.05 cent 

Diluted (2.26 cents ) 0.05 cent 
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Condensed Consolidated Balance Sheet

At September 30, 2002

September 30, March 31,
2002 2002

HK$’000 HK$’000
(Unaudited) (Audited)

Notes

Non-current Assets
Property, plant and equipment (9) 88,315 91,742
Intangible assets 145,453 152,621
Interests in associates 333,770 179,902
Investments in securities 1,226,686 1,221,210
Deposit made for acquisition of an associate – 4,235
Long-term loans receivable

– due after one year  – 21,483

1,794,224 1,671,193

Current Assets
Inventories 589,697 449,323
Trade and other receivables (10) 627,538 815,145
Investments in securities 207,085 292,507
Short-term loans receivable 278,803 244,012
Other current assets 122,128 123,704
Pledged bank deposits – 91,800
Bank balances and cash 219,889 217,379

2,045,140 2,233,870

Current Liabilities
Trade and other payables (11) 832,276 740,982
Borrowings – due within one year   (12) 527,859 569,753
Other current liabilities 63,214 45,459
Bank overdrafts 64,340 76,110

1,487,689 1,432,304

Net Current Assets 557,451 801,566

2,351,675 2,472,759

Capital and Reserves
Share capital 160,303 160,301
Reserves 1,936,553 2,086,867

2,096,856 2,247,168

Minority interests 242,643 214,611

Non-current Liabilities
Borrowings – due after one year   (12) 9,655 8,535
Amount due to a minority shareholder 2,521 2,445

12,176 10,980

2,351,675 2,472,759
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Condensed Consolidated Statement of Changes in Equity

For the six months ended September 30, 2002

Currency Capital
Share Share Capital Contributed translation redemption Retained

capital premium reserve surplus reserve reserve profits Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At April 1, 2001

(as restated) 160,780 1,975,353 (335,647) (69,936) (12,756) 592 450,907 2,169,293

Currency realignment

not recognized in

income statement – – – – (2,485) – – (2,485)

Issue of shares under

scrip dividend scheme 34 – – – – – – 34

Premium arising from

issue of shares – 106 – – – – – 106

Repurchase of shares (513) (920) – – – – – (1,433)

Realized on disposal

of a subsidiary – – 5 – – – – 5

Share of post-acquisition

reserve of an associate – – 13 – – – – 13

Profit for the period – – – – – – 2,933 2,933

Dividends – – – – – – (9,647) (9,647)

At September 30, 2001

(as restated)

160,301 1,974,539 (335,629) (69,936) (15,241) 592 444,193 2,158,819

Currency realignment

not recognized in

income statement – – – – (3,146) – – (3,146)

Premium arising from

issue of shares – 3 – – – – – 3

Realized on partial

disposal of shareholding

in a subsidiary – – 3,296 – – – – 3,296

Realized on deemed

disposal of shareholding

in an associate – – 74,312 – – – – 74,312

Reclassified to investments

in securities – – 119,272 – – – – 119,272

Loss for the period – – – – – – (105,388) (105,388)

At March 31, 2002

160,301 1,974,542 (138,749) (69,936) (18,387) 592 338,805 2,247,168

Currency realignment

not recognized in

income statement – – – – (5,438) – – (5,438)

Issue of shares 2 23 – – – – – 25

Loss for the period – – – – – – (144,899) (144,899)

At September 30, 2002

160,303 1,974,565 (138,749) (69,936) (23,825) 592 193,906 2,096,856
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Condensed Consolidated Cash Flow Statement

For the six month ended September 30, 2002

Six months ended
September 30,

2002 2001
HK$’000 HK$’000

(Unaudited) (Unaudited)

Net cash from (used in) operating activities 250,816 (19,279)

Net cash used in investing activities (191,976) (118,431)

Net cash used in financing activities (41,574) (106,580)

Net increase (decrease) in cash and
cash equivalents 17,266 (244,290)

Cash and cash equivalents at beginning
of the period 141,269 546,154

Effect of foreign exchange rate changes (2,986) (10)

Cash and cash equivalents at end of the period 155,549 301,854

Analysis of the balances of cash and cash equivalents
Cash and cash equivalents as previously report – 49,823

Effect of reclassification of bank and other loans
– 252,031

Cash and cash equivalents as restated – 301,854

Being:
Bank balances and cash 219,889 382,688
Bank overdrafts (64,340) (80,834)

155,549 301,854
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Notes to the Condensed Consolidated Financial Statements

For the six months ended September 30, 2002

(1) Basis of Preparation

The condensed financial statements have been prepared in accordance with the

applicable disclosure requirements of Appendix 16 to the Rules Governing the

Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing

Rules”) and with Statement of Standard Accounting Practice (“SSAP”) 25

“Interim Financial Reporting” issued by the Hong Kong Society of Accountants.

(2) Principal Accounting Policies

The condensed financial statements have been prepared under the historical

cost convention, as modified for the revaluation of certain properties and

investments in securities.

The accounting policies adopted are consistent with those followed in the

preparation of the Group’s annual financial statements for the year ended March

31, 2002, except as described below.

In the current period, the Group has adopted, for the first time, a number of

new and revised SSAPs, which has resulted in the adoption of the following

new and revised accounting policies. The adoption of these SSAPs has resulted

in a change in the format of presentation of the cash flow statement and the

statement of changes in equity, but has had no material effect on the results for

the current or prior accounting periods. Accordingly, no prior period adjustment

has been required.

Foreign Currencies

The revisions to SSAP 11 “Foreign Currency Translation” have eliminated the

choice of translating the income statements of overseas operations at the closing

rate for the period. They are now required to be translated at an average rate.

Accordingly, on consolidation, the assets and liabilities of the Group’s operations

are translated at exchange rates prevailing on the balance sheet date. Income

and expense items are translated at the average exchange rates for the period.

Exchange differences arising, if any, are classified as equity and transferred to

the Group’s currency translation reserve. Such translation differences are

recognized as income or as expenses in the period in which the operation is

disposed of. This change in accounting policy has not had any material effect

on the results for the current or prior accounting periods.

Cash Flow Statements

In the current period, the Group has adopted SSAP 15 (Revised) “Cash flow

Statements”. Under SSAP 15 (Revised), cash flows are under three headings –

operating, investing and financing, rather than the previous five headings. Interest

and dividends, which were previously presented under a separate heading, are

classified as operating cash flows. Cash flows arising from taxes on income are

classified as operating activities, unless they can be separately identified with

investing or financing activities. In addition, the amounts presented for cash

and cash equivalents have been amended to exclude short-term loans that are

financing in nature. Cash flows of overseas operations have been re-translated

at the rates prevailing at the dates of the cash flows rather than the rate of

exchange ruling on the balance sheet date. The re-definition of cash and cash

equivalents has resulted in a restatement in the comparative amounts shown in

the cash flow statement.

(1)

25

(2)

11

15

15
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(3) Segment Information

Business Segments

(3)

Six months ended September 30, 2002

Trading of Trading of
computer consumer

related electronic Trading of
products products securities Consolidated
HK$’000 HK$’000 HK$’000 HK$’000

Turnover
External sales 1,284,451 662,998 32,556 1,980,005

Segment result 78,284 12,969 (105,988) (14,735)

Interest income 18,406
Allowances for short-term loans

receivable and loan to an associate (60,524)
Unallocated corporate expenses (14,444)

Loss from operations (71,297)

Six months ended September 30, 2001

Trading of Trading of
computer consumer

related electronic Trading of
products products securities Consolidated
HK$’000 HK$’000 HK$’000 HK$’000

Turnover
External sales 1,157,989 572,259 19,906 1,750,154

Segment result 44,160 11,194 (10,626) 44,728

Interest income 17,973
Unallocated corporate expenses (13,451)

Profit from operations 49,250

(4) Other Operating Income

Six months ended
September 30,

2002 2001
HK$’000 HK$’000

Other operating income includes
the following items:

Unrealized holding gain on
other investments – 1,261

Interest income 18,406 17,973
Internet service income 3,023 4,998

(4)
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(5) (Loss) Profit from Operations

(Loss) profit from operations has been arrived at after charging:

Six months ended
September 30,

2002 2001
HK$’000 HK$’000

Depreciation and amortization of
property, plant and equipment 10,075 9,407

Amortization of intangible assets 10,107 5,704
Loss on disposal of property, plant

and equipment 703 3,887
Net realized loss on other investments 43,694 11,887

(5)

(6) Taxation

Six months ended
September 30,

2002 2001
HK$’000 HK$’000

The charge comprises:
Overseas taxation 8,257 816
Share of tax on results of associates 1,487 882

9,744 1,698

(6)

Overseas taxation is calculated at the rates prevailing in the respective

jurisdictions.

No provision for Hong Kong Profits Tax or overseas taxation has been made

for the period in respect of certain companies of the Group because these

companies either incurred tax losses for the period or had their estimated

assessable profits for the period wholly absorbed by tax losses brought forward.

(7) Dividends (7)

Six months ended
September 30,

2002 2001
HK$’000 HK$’000

2001 final dividend of HK0.15 cent 0.15 
per share with a scrip dividend option – 9,647

No dividends were paid during the period. The directors do not recommend the

payment of any interim dividend for the period.
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(8) (Loss) Earnings Per Share

The calculation of the basic and diluted (loss) earnings per share for the

period is based on the following data:

Six months ended
September 30,

2002 2001
HK$’000 HK$’000

(Loss) earnings:
(Loss) profit for the period and

(loss) earnings for the purposes
of basic and diluted (loss) earnings
per share (144,899) 2,933

’000 ’000

Number of shares:
Weighted average number of shares

for the purposes of basic (loss)
earnings per share 6,412,114 6,429,961

Effect of dilutive potential shares in
respect of share options – 7,155

Weighted average number of shares for
the purposes of diluted (loss)
earnings per share 6,412,114 6,437,116

(8)

The computation of diluted loss per share does not assume the exercise of the

Company’s option as their exercise price was higher than the average market

price of the Company’s shares for the six months ended September 30, 2002.

The computation of diluted earnings per share for the six months ended

September 30, 2001 does not assume the conversion of the Company’s

outstanding convertible note since its exercise would result in an increase in

earnings per share for the period nor the exercise of warrants as the exercise

price of the Company’s warrants was higher than the average market price of

the Company’s shares for the period then ended.

(9) Property, Plant and Equipment

During the current period, the Group spent HK$6.6 million on purchase of

furniture and equipment.

(10) Trade and Other Receivables

Included within trade and other receivables is trade debtors balance of HK$402.8

million (3.31.2002: HK$400.5 million). The Group allows an average credit

period of 30 to 90 days to its trade customers.

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

(9)

6,600,000

(10)

402,800,000

400,500,000 

30 90

September 30, March 31,
2002 2002

HK$’000 HK$’000

Not yet due 328,271 342,876
Overdue within one month 58,018 32,241
Overdue between one to two months 2,537 13,876
Overdue more than two months 14,010 11,551

402,836 400,544
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(11) Trade and Other Payables

Included within trade and other payables is trade creditors balance of

HK$619.6 million (3.31.2002: HK$588.2 million).

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

September 30, March 31,
2002 2002

HK$’000 HK$’000

Not yet due 329,805 249,365
Overdue within one month 32,066 46,734
Overdue between one to two months 3,802 73,392
Overdue more than two months 253,897 218,670

619,570 588,161

(11)

619,600,000

588,200,000 

(12) Borrowings

During the period, the Group obtained additional bank and other loans of

approximately HK$538.3 million and HK$224.7 million respectively which

bear interest at prevailing market rates. Of which HK$761.6 million are

repayable within one year and the remaining balance of HK$1.4 million are

repayable after one year. The borrowings were used for general working capital

purposes. The Group also repaid bank and other loans of approximately

HK$518.5 million and HK$285.2 million respectively.

(13) Contingencies and Commitments

(12)

538,300,000

224,700,000

761,600,000

1,400,000

518,500,000 285,200,000

(13)

September 30, March 31,
2002 2002

HK$’000 HK$’000

Amounts utilized in respect of guarantees
given to banks and other financial
institutions for facilities granted to
an investee company – 9,366

At September 30, 2002, certain of the margin clients’ securities with an aggregate

market value of HK$413.70 million (3.31.2002: HK$516.8 million) were pledged

to banks to secure general banking facilities for a subsidiary.

The Group had no significant capital commitments at the balance sheet date.

413,700,000

516,800,000
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(14) Pledge of Assets

At the balance sheet date, the following assets were pledged by the Group

to secure banking and other financing facilities:

September 30, March 31,
2002 2002

HK$’000 HK$’000

Trade and other receivables 110,254 153,094
Inventories 52,030 33,254
Land and buildings 26,381 26,560
Investments in securities 536 1,449
Bank deposits – 91,800

189,201 306,157

(14)

(15) Transactions and Balances with Related Parties

During the period, the Group had significant transactions with the following

related parties, together with balances with them as at the balance sheet date,

details of which are as follows:

September 30, March 31,
2002 2002

HK$’000 HK$’000

Substantial shareholder and its associates:

Interest paid and payable by a
the Group (note a) 4,155 28,485

Loans advanced to the Group during a
the period (note a) 143,232 124,000

Balances due by the Group at end of a
the period (note a) 354 59,436

Associates:

Purchase of finished goods (note b) b 73,928 662,771
Interest received and receivable by a

the Group (note a) 345 2,540
Rental expenses (note c) c 2,821 4,481
Loans advanced by the Group during a

the period (note a) – 31,005
Trade payable due by the Group

at end of the period 12,575 45,910

(15)

Notes:

a. The loans advanced to/by and the balances due by/to the Group are

unsecured, bear interest at prevailing market rates and repayable in

accordance with the respective loan agreements, if any.

b. The transactions were carried out at cost plus a percentage profit mark-up.

c. The transactions were carried out at terms by reference to market prices of

similar transactions.

a.

b.

c.
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INDEPENDENT REVIEW REPORT

TO THE BOARD OF DIRECTORS OF HANNY HOLDINGS LIMITED

(incorporated in Bermuda with limited liability)

Introduction

We have been instructed by the Company to review the interim financial

report set out on pages 1 to 10.

Directors’ responsibilities

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

Hong Kong Limited require the preparation of an interim financial report

to be in compliance with Statement of Standard Accounting Practice No.

25 “Interim Financial Reporting” issued by the Hong Kong Society of

Accountants and the relevant provisions thereof. The interim financial

report is the responsibility of, and has been approved by, the directors.

Review work performed

We conducted our review in accordance with Statement of Auditing

Standards 700 “Engagements to Review Interim Financial Reports”

issued by the Hong Kong Society of Accountants. A review consists

principally of making enquiries of group management and applying

analytical procedures to the interim financial report and, based thereon,

assessing whether the accounting policies and presentation have been

consistently applied unless otherwise disclosed. A review excludes audit

procedures such as tests of controls and verification of assets, liabilities

and transactions. It is substantially less in scope than an audit and

therefore provides a lower level of assurance than an audit. Accordingly

we do not express an audit opinion on the interim financial report.

Review conclusion

On the basis of our review which does not constitute an audit, we are

not aware of any material modifications that should be made to the

interim financial report for the six months ended September 30, 2002.

Deloitte Touche Tohmatsu

Certified Public Accountants

Hong Kong, December 18, 2002

1 10

25

700

 



HANNY HOLDINGS LIMITED Interim Report 2002-200312

INTERIM DIVIDEND

The Directors do not recommend the payment of any interim dividend

for the six months ended September 30, 2002 (9.30.2001: Nil).

MANAGEMENT DISCUSSION AND ANALYSIS

Financial Review

Results

During the six months ended September 30, 2002, the Group recorded

an unaudited loss before minority interests of HK$109.0 million

(9.30.2001 profit: HK$5.3 million), which was mainly composed of net

loss from operations of HK$71.3 million (9.30.2001 profit: HK$49.3

million), finance costs of HK$15.7 million (9.30.2001: HK$39.2

million), share of net losses of associates of HK$12.3 million (9.30.2001:

HK$3.1 million) and taxation (mainly under U.S. and Canadian tax

jurisdictions) of HK$9.7 million (9.30.2001: HK$1.7 million).

From the perspective of business segments, the consolidated segment

loss of HK$14.7 million (9.30.2001 profit: HK$44.7 million) comprised

a promising profit of HK$91.3 million (9.30.2001: HK$55.3 million)

from trading businesses of the “Memorex®” branded products and a

loss of HK$106.0 million (9.30.2001: HK$10.6 million) from trading

of securities, which included realized and net unrealized holding losses

on other investments.

Consistent with last year, the major portion of turnover came from

trading businesses of the “Memorex®” branded products, which amounted

to about HK$1,947.4 million, representing 12.6% growth from the same

period last year of HK$1,730.2 million. Due to the continuous effort of

tight cost control, gross trading profit for these six months was

HK$431.4 million (9.30.2001: HK$355.1 million), a large increase by

21.5% and net trading profit was HK$91.3 million (9.30.2001:

HK$55.3 million), an increase by 65.1% from that of the last period. It

is encouraging that the “Memorex®” trading businesses still enjoyed

significant growth in such a poor economy. However, in order to increase

our market share and competitiveness, much greater efforts were made

on distribution resulting in costs during this period increased significantly

from that of the last period.

109,000,000

5,300,000

71,300,000

49,300,000 15,700,000

39,200,000

12,300,000

3,100,000

9,700,000

1,700,000

14,700,000

44,700,000 Memorex®

91,300,000

55,300,000

106,000,000

10,600,000

Memorex®

1,947,400,000 1,730,200,000

12.6%

21.5%

431,400,000

355,100,000

65.1% 91,300,000

55,300,000 Memorex®
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Liquidity and Financial Resources

Net available cash balances at September 30, 2002 stood at HK$155.5

million (3.31.2002: HK$141.3 million) accounted for 8.0% (3.31.2002:

6.7%) of the net tangible asset value of the Group. The current ratio

(current assets/current liabilities) of the Group at September 30, 2002

was 1.37 (3.31.2002: 1.56). The cash settlement of HK$228.3 million

in relation to the acquisition of an associate, a listed company in

Singapore, in April had reduced the Group’s current ratio. The Group

would consider refinancing the fundings used up in acquiring this

associate partially by medium to long term borrowings.

At September 30, 2002, total borrowings of the Group amounted to

HK$601.8 million (3.31.2002: HK$654.4 million), of which HK$9.7

million (3.31.2002: HK$8.5 million) were not repayable within one

year. The borrowings included bank borrowings of HK$298.9 million

(3.31.2002: HK$278.2 million), other loans of HK$236.0 million

(3.31.2002: HK$297.0 million), overdrafts of HK$64.3 million

(3.31.2002: HK$76.1 million), and obligations under finance leases of

HK$2.6 million (3.31.2002: HK$3.1 million).

Gearing Ratio

The gearing ratio (borrowings/shareholders’ funds) at September 30,

2002 was maintained at a low level of 28.7% (3.31.2002: 29.1%).

Pledge of Assets

At September 30, 2002, certain assets of the Group which amounted to

HK$189.2 million (3.31.2002: HK$306.2 million) were pledged to banks

and financial institution for loans’ facilities.

Contingent Liabilities

There was no contingent liability for the Group at September 30, 2002

(3.31.2002: HK$9.4 million). However, certain margin clients’ securities

with an aggregate market value of HK$413.7 million (3.31.2002:

HK$516.8 million) were pledged to banks to secure general banking

facilities for a subsidiary.

Foreign Currencies and Treasury Policy

Most of the Group’s business transactions, assets and liabilities are

denominated in Hong Kong Dollars and United States Dollars. The risk

of foreign exchange fluctuation had not been significant to the Group.

Interest rates of import loans are mainly referenced to LIBOR or HIBOR

plus whereas that of bank and other loans are Prime plus. At the balance

sheet date, the Group did not enter into any interest rate speculative

and hedging contracts.

155,500,000

141,300,000 8.0%

6.7%

1.37 1.56

228,300,000

601,800,000

654,400,000 9,700,000

8,500,000

298,900,000

278,200,000

236,000,000

297,000,000 64,300,000

76,100,000

2,600,000

3,100,000

28.7%

29.1%

189,200,000

306,200,000

9,400,000

413,700,000

516,800,000
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Employees and Remuneration Policies

At September 30, 2002, there were approximately 1,000 staff

(3.31.2002: 1,000) employed by the Group. The remuneration policies

are formulated on the basis of performance of individual employees

and the prevailing salaries’ trends in various regions. They are subject

to be reviewed every year. The Group also provided employees training

programs, mandatory provident fund scheme, medical insurance and

discretionary bonus. Share options are awarded to employees on merit

basis and no share options were granted or exercised during the period

ended September 30, 2002.

BUSINESS AND OPERATION REVIEW

Trading Operations

The results of the Group’s core business for the past six months are

encouraging. Amidst an industry with many players and a competitive

pricing environment, Memorex® was still able to maintain its prominent

leading market position in many product categories.

Despite many manufacturers vying to gain market share, the Group’s

business in recordable media remains strong in the United States. Sales

of Memorex® CD-R media continued to rank No. 1. Most recently,

Memorex® has also been recognized as the No. 1 market share leader

for DVD recordable media.

The Group is very proud to share that we have well-established and

solid partnerships with our major customers. This year, Memorex® was

awarded the highest achievements given to vendors from Best Buy,

CompUSA and Office Max. This is a great honor for the Group to

accept and we hope that they will serve as an indication for the remainder

of this year’s success in the United States.

In Canada, Memorex® has made significant achievements for the past

six months. Since the popularity of Memorex® products is ever-

increasing, the sales levels of Memorex® products keeps growing. The

Group’s sales of blank video tape, blank audio tape and 3.5 floppy disc

ranked No. 1 while sales of CD-R media has successfully reached No.

2 in Canada. With a strong customer base, the Group hopes that sales

of CD-R media will continue to increase so that Memorex® will achieve

the No. 1 position in the market within the next quarter.

The results in Europe are also impressive. Memorex® was able to

maintain a high turnover level notwithstanding the unstable price levels

in the business of IT-hardware products in Europe. Memorex® was even

able to achieve a two digit increase in turnover of 23% and 11% for the

first and second quarters of 2002, respectively.

1,000

1,000

Memorex®

Memorex®

Memorex®

Memorex®

Best Buy CompUSA Office Max

Memorex®

Memorex®

3.5

Memorex®

Memorex®

23%

11%
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Input devices and media were constantly under price pressure due to a

very weak overall market situation in Europe. In order to secure the

profitability of the operations in Europe, Memorex® has implemented a

number of cost cutting measures throughout the recent years. For

example, the responsibility for inbound transport has been shifted from

various shippers to Memorex®’s designated logistic partner, with major

improvements not only on the cost side, but also for the visibility and

accuracy of shipments. New vendors have been sourced, such as Moser

Baer India in India and MPO in France, to avoid European Union

anti-dumping levies and to allow Memorex® to be more flexible and

react faster to market demands.

OUTLOOK

The Group is pleased to witness achievements and growth of its core

business for the first half of 2002. The continued increase in turnover

as a whole demonstrates the Group’s successful market diversification

strategies, expansion of product segments and value pricing.

Apart from improvements seen in the existing product range, Memorex®

has persistently engaged in developing new, promising products for its

customers. In the United States, we have successfully expanded our

product lines to now include re-writable drives. Our full line of drives

includes both CD and DVD versions along with the flexibility of offering

internal and external versions of both. Our major customers have been

very enthusiastic about this product line expansion and have supported

the inclusion of them as part of our product offering.

By the end of this calendar year, Memorex® Canada will be launching

its newly innovated batteries to the Canadian market. Memorex® is able

to offer the latest technology to the European market by the upcoming

introduction of the 52x CD-R media accompanied by other strong

product categories such as Flash Media, Digital Audio and DVD media

and input devices. We envisage that the enlarged product categories

will generate additional revenue to the Group and enhance its market

compatibility.

For the coming years, the Group anticipates further growth of turnover

in its core business as a result of continued geographic expansion of

markets and further widening of the Memorex® product range. In

addition, the Group will actively explore new business opportunities

amidst the challenging global economic conditions to maximize returns

for its shareholders.

Memorex®

Memorex®

Moser Baer India MPO

Memorex®

Memorex®

Memorex® Canada

Memorex® 52

Flash

Media

Memorex®
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29 

(a)

DIRECTORS’ INTERESTS IN SECURITIES

As at September 30, 2002, the interests of the Directors of the Company

in the securities of the Company and its associated corporations within

the meaning of the Securities (Disclosure of Interests) Ordinance (“SDI

Ordinance”), as recorded in the register kept by the Company under

Section 29 of the SDI Ordinance or as otherwise notified to the

Company and The Stock Exchange of Hong Kong Limited (the “Stock

Exchange”) pursuant to the Model Code for Securities Transactions

by Directors of Listed Companies (“Model Code”) in the Rules

Governing the Listing of Securities on the Stock Exchange (“Listing

Rules”) were as follows:

(a) Shares

Name of director Nature of interest Number of shares held

Dr. Chan Kwok Keung, Charles (note) Corporate
1,811,952,504

Note: Dr. Chan Kwok Keung, Charles (“Dr. Chan”) is deemed to have a

corporate interest in 1,811,952,504 shares of the Company by virtue of

his interest in Chinaview International Limited (“Chinaview”). This interest

was detailed and duplicated with the interests as shown in the paragraph

“Substantial Shareholders” below.

(b) Share options

Chinaview

International Limited Chinaview

1,811,952,504

(b)

Number of shares options

Granted Exercised Cancelled Lapsed
Exercise price Balance at during the during the during the during the Balance at

Name of director Date of grant Exercisable period per share 4.1.2002 period period period period 9.30.2002
HK$

Dr. Chan 8.31.2001 8.31.2001 – 8.30.2006 0.07472 160,000,000 – – – – 160,000,000

Dr. Yap, Allan 8.31.2001 8.31.2001 – 8.30.2006 0.07472 130,000,000 – – – – 130,000,000

Yap, Allan

Mr. Lui Siu Tsuen, Richard 8.31.2001 8.31.2001 – 8.30.2006 0.07472 70,000,000 – – – – 70,000,000

Mr. Chan Kwok Hung 8.31.2001 8.31.2001 – 8.30.2006 0.07472 70,000,000 – – – – 70,000,000

Mr. Cheung Kwok Wah, Ken 8.31.2001 8.31.2001 – 8.30.2006 0.07472 30,000,000 – – – – 30,000,000

Note: According to the Company’s share option scheme, the cash consideration

paid by each Director for each grant of the share option is HK$1.00.

1.00
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Save as disclosed above, as at September 30, 2002, none of the

Directors of the Company had any personal, family, corporate or

other interests in any securities of the Company or any of its

associated corporations, within the meaning of the SDI Ordinance,

and none of the Directors or their spouses or children under the

age of 18 had any right to subscribe for the securities of the

Company, or had exercised any such right as recorded in the register

kept by the Company under Section 29 of the SDI Ordinance or as

otherwise notified to the Company and the Stock Exchange pursuant

to the Model Code in the Listing Rules.

SHARE OPTION SCHEME

The Company’s share option scheme was adopted at the annual general

meeting of the Company held on August 21, 2001 (the “Share Option

Scheme”) for the primary purpose of providing incentives to the

employees of the Group and will be expired on August 20, 2011. Under

the Share Option Scheme, the board of directors of the Company may

grant options to eligible employees including the directors (but excluding

independent non-executive directors) and directors of any of the

subsidiaries of the Company to subscribe for shares in the Company for

the consideration of HK$1.00 for each lot of share options granted. The

exercise price is determined by the board of directors of the Company

and shall not be less than the higher of (i) 80% of the average of the

closing prices of the shares quoted on the Stock Exchange for the five

trading days immediately preceding the date of offer of the options or

(ii) the nominal value of a share of the Company. The maximum number

of share in respect of which options may be granted under the Share

Option Scheme shall not exceed 10% of the issued share capital of the

Company from time to time.

Pursuant to the Share Option Scheme, the number of shares in respect

of which options may be granted to any individual is not permitted to

exceed 25% of the maximum aggregate number of shares of the

Company in issue and issuable under the Share Option Scheme.

As a result of the amendments of Chapter 17 of the Listing Rules on

September 1, 2001, certain terms of the Company’s Share Option Scheme

are no longer in compliance with the Listing Rules. Accordingly, the

Company cannot grant any further options under the Share Option

Scheme.

29 

1.00

(i)

80%

(ii)

10%

25%
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Details of the movements in the share options to subscribe for shares of

HK$0.025 each in the Company granted under the Share Option Scheme

during the period ended September 30, 2002 are as follows:–

Number of shares options

Cancelled/
Exercise Granted Exercised Lapsed

Exercisable price Balance at during during during Balance at
Date of grant period per share 4.1.2002 Reclassification the period the period the period 9.30.2002

HK$

Directors

8.31.2001 8.31.2001 – 8.30.2006 0.07472 390,000,000 70,000,000 – – – 460,000,000

Employees

8.31.2001 8.31.2001 – 8.30.2006 0.07472 250,000,000 (70,000,000) – – – 180,000,000

1. 70,000,000

2.

16(1)

Notes:

1. During the six months ended September 30, 2002, 70,000,000 share options

were reclassified from the category of employees to directors.

2. Details of the options granted to the Directors are set out in the sub-heading

“Share options” of the section headed “Directors’ Interests in Securities”.

SUBSTANTIAL SHAREHOLDERS

As at September 30, 2002, the register of substantial shareholders kept

by the Company pursuant to Section 16(1) of the SDI Ordinance showed

that the following shareholders had an interest of 10% or more of the

issued share capital of the Company:

0.025

Number of shares held

Direct Deemed Shareholding
Name of shareholder Interest Interest Percentage

%

Dr. Chan – 1,811,952,504 28.3
Chinaview Chinaview – 1,811,952,504 28.3
Galaxyway Investments Limited Galaxyway Investments Limited – 1,811,952,504 28.3

(“Galaxyway”) Galaxyway 
ITC Corporation Limited (“ITC”)

– 1,811,952,504 28.3
ITC Investment Holdings Limited ITC Investment Holdings Limited

(“ITC Investment”) ITC Investment – 1,811,952,504 28.3
Mankar Assets Limited (“Mankar”) Mankar Assets Limited

Mankar – 1,811,952,504 28.3
Famex Investment Limited (“Famex”) 1,811,952,504 – 28.3
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Notes:

(1) Famex is a wholly-owned subsidiary of Mankar. Mankar is a wholly-owned

subsidiary of ITC Investment, which in turn is a wholly-owned subsidiary of

ITC. Mankar, ITC Investment and ITC are deemed to be interested

in 1,811,952,504 shares which are held by Famex.

(2) 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. Galaxyway, Chinaview and Dr. Chan are

deemed to be interested in 1,811,952,504 shares which are held by Famex.

Save as disclosed above, as at September 30, 2002, the Company had

not been notified of any other interests representing 10% or more of the

issued share capital of the Company.

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

There was no purchase, sale or redemption of the Company’s listed

securities by the Company or any of its subsidiaries during the six

months ended September 30, 2002.

AUDIT COMMITTEE

The members of the Audit Committee (the “Committee”) comprises Mr.

Tsang Link Carl, Brian and Ms. Ma Wai Man, Catherine who are

independent non-executive Directors of the Company. The Committee

has reviewed with the management the accounting principles and practices

adopted by the Group and discussed auditing, internal control and financial

reporting matters including a review of the unaudited consolidated interim

results for the six months ended September 30, 2002.

CODE OF BEST PRACTICE

None of the Directors is aware of any information that would reasonably

indicate that the Company is not, or was not for the six months ended

September 30, 2002, in compliance with the Code of Best Practice as

set out in Appendix 14 of the Listing Rules except that the non-executive

Directors are not appointed for a specific term as they are subject to

retirement by rotation at the Annual General Meeting in accordance

with the Bye-Laws of the Company.

(1) Mankar ITC

Investment ITC Investment 

Mankar ITC Investment

1,811,952,504 

(2) Galaxyway Chinaview 

Chinaview Galaxyway Chinaview

1,811,952,504
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