For the year ended March 31, 2004, the Group's audited
consolidated profit before minority interests was HK$93.8
million (2003: loss of HK$606.5 million, as restated), which
comprised profit from operations of HK$228.8 million (2003:
loss of HK$315.6 million), finance costs of HK$26.4 million
(2003: HK$31.7 million), net gain on disposal of subsidiaries
and associates of HK$10.4 million (2003: Nil), amortization of
goodwill arising on acquisition of associates of HK$17.7 million
(2003: HK$6.6 million), share of net losses of associates of
HK$73.5 million (2003: HK$32.4 million) and taxation of
HK$27.8 million (2003: HK$36.0 million, as restated).
Impairment loss on goodwill arising on acquisition of an
associate of HK$104.6 million and allowance for loan to
associates of HK$79.6 million included in last year did not
recur for the year ended March 31, 2004.

For trading of computer related products, segment turnover
amounted to HK$3,737.3 million, increased by HK$762.1
million (25.6%) and segment result recorded HK$206.7 million,
increased by HK$108.8 million (111.2%).

For trading of consumer electronic products, segment turnover
amounted to HK$1,237.7 million, increased by HK$128.1
million (11.5%) and segment result recorded HK$21.9 million,
increased by HK$1.7 million (8.4%).

For trading of securities, segment turnover amounted to
HK$34.9 million, decreased by HK$43.1 million (55.2%) and
segment result turned around to profit of HK$20.8 million
from loss of HK$110.4 million.

This year, the Group still enjoyed significant growth without
lowering gross profit margin. This sales growth was due to
our persistent efforts to control cost on inventory pricing,
our strong and extensive business network worldwide and
promotional efforts made. In the wake of the gradual
economic recovery from this year, the Group results turned
around into profits.

HANNY HOLDINGS LIMITED SRBEEBBRAT

HEZZTWNF=-A=+—HILFE &%
B BmZ Rt P ERRERA 2 EFE BT
7% 93,800,000 T (ZZEE=4F : F1E
606,500,000/ 7T + & EB%]) T EBIELE
' 228,800,000 T (ZEZF =4 : 18
315,600,000/ 7T) * B %% & 26,400,000/
TL(ZZEE =4 : 31,700,000/ 7T) * HEH
B~ R & A 2 e F 510,400,000
T(ZET=F : &) - HBEREHEQRE
4 7 BEE17,700,0008 L (Z T =4F :
6,600,000/8 75) P&‘{E N A i F R
73,500,000/ 7T ( ZZEF =4 : 32,400,000
7T R THI827,800,00008 T (BT =4 :
36,000,000 7T * &L E3) - KFBFAZ
Wi —HBE ARELE N EREEIS
104,600,000/ 7T & & T B & N 5l B 5K EH
79,600,000 TREEZ ST NF=A =+
—HBLEFETEF LA -

NEBEMEEERTNES  DEEXEER
3,737,300,0007%& 7T * #21762,100,0007% 7T
(25.6%) + M9 $8 % 4 BI$£15206,700,000/%5
JC 1 50108,800,000/8 7 (111.2%) °

HREBETFERMS r " EEXBAR
1,237,700,0007% 7T + $#£40128,100,000/% 7T
(11.5%) - ™5 4&EBI$%1521,900,0007%8
7T+ #101,700,00058 7T(8.4%) °

MEERSME © 2 EEHEE /34,900,000
I WA 43,100,000/ 7T (55.2%) 5
FEE 4 81 H 110,400,000 T IEE A
20,800,000/ 7t ji F) °

AEE - AEBEDEEFLETENERT
FAAEBE - LHEEBRREAREFETE
ERBEHEMBZHEA  NREBERRE
B KRB 2 EH A4 R hnse HEEIR e AT
Hem—hE BERTFELBEZHEE -
AEBXKELQERF -



Net bank and cash balances at March 31, 2004 decreased to
HK$141.1 million (2003: HK$221.4 million which accounted
for 9.8% (2003: 15.9%, as restated) of the net tangible asset
value of the Group. The cash was mainly used for daily
operations and purchase of inventories in response to the
improved sales performance during the year. The current ratio
of the Group at March 31, 2004 was 1.39 (2003: 1.40).

The net current assets of the Group at March 31, 2004
increased by HK$168.4 million (35.3%) to HK$645.8 million
(2003: HK$477.4 million).

Such increase was mainly attributable to the increase in
inventory level of the subsidiaries in the United States and
United Kingdom, from HK$505.2 million as at March 31, 2003
to HK$877.4 million as at March 31, 2004, as the management
foresees an increasing sales trend in the coming years. In
addition, market prices of products such as DVD and CDR
boosted up owing to the decrease in supply. Therefore, the
Company made bulk purchase so as to bargain for favourable
prices.

Trade and other receivables increased from HK$486.6 million
as at March 31, 2003 to HK$738.8 million as at March 31,
2004. Debtors turnover day increased from 35 days in 2003
to 50 days in current year. Owing to the increasing demand
of DVD, turnover of such product increased at the end of the
year leading to the increase in trade receivable balance at
year end.

Trade and other payables increased from HK$890.6 million
as at March 31, 2003 to HK$1,272.3 million as at March 31,
2004. Creditors turnover day remained steady from 75 days
in 2003 to 78 days in current year. The Company was able to
maintain a stable credit period by having established a long-
term relationship with its major suppliers and making bulk
purchases during the year.
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At March 31, 2004, total borrowings of the Group amounted
to HK$384.2 million (2003: HK$445.0 million), of which
HK$10.8 million (2003: HK$177.0 million) were not repayable
within one year. The borrowings included bank borrowings of
HK$205.7 million (2003: HK$237.5 million), other loans of
HK$151.3 million (2003: HK$180.0 million), overdrafts of
HK$23.3 million (2003: HK$22.4 million), obligations under
finance leases of HK$1.5 million (2003: HK$2.7 million) and
amount due to a minority shareholder of HK$2.4 million (2003:
HK$2.4 million). The drop in borrowings was due to the
repayment of bank and other loans during the year to lower
the finance costs.

At March 31, 2004, interests in associates amounted to
HK$906.4 million (2003: HK$271.4 million), represented share
of net assets of HK$617.5 million (2003: HK$172.3 million),
goodwill on acquisition of an associate of HK$256.6 million
(2003: HK$65.5 million), loans to associates of HK$1.4 million
(2003: HK$7.7 million) and amounts due therefrom of HK$30.9
million (2003: HK$25.9 million). The substantial increase in
balance was mainly due to the further acquisition of an
associate which was classified as investment in securities as
at March 31, 2003, resulting in the increase in share of net
assets and goodwill.

At March 31, 2004, certain assets of the Group amounted to
HK$399.0 million (2003: HK$323.7 million) were pledged to
banks and financial institution for loans’ facilities granted to
the Group.

The gearing ratio (borrowings/shareholders’ funds) at March
31, 2004 was slightly reduced to 20.5% (2003: 25.7%, as
restated).
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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. However, the recent
weakening of the United States Dollars against other foreign
currencies (especially Canadian Dollars and Great British
Pounds) would bring about certain exchange gains to the
Canadian and European subsidiaries so far. Because of the
possible rebound of the United States Dollars, the Group will
consider entering into hedging contracts to eliminate exposure
to downside risks, whenever the Group and the concerned
foreign subsidiaries think fit.

At March 31, 2004, the Group has no contingent liabilities in
relation to guarantees given to banks and other financial
institutions for facilities granted to an outsider. At March 31,
2003, the extent of such facilities was HK$11.7 million.

At March 31, 2004, there were approximately 700 staff (2003:
800) 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 employees training programs, mandatory
provident fund scheme, medical insurance and discretionary
bonus. Share options were awarded to employees on merit
basis and some share options were granted during the year.
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At March 31, 2003, an amount of approximately HK$698.4
million included in investments in securities represented the
Group’s 14.55% equity interest in CSHL which is a listed
company in Hong Kong. In September 2003, the Group
acquired an additional interest of 16.65% in CSHL for a
consideration of approximately HK$19.3 million. Accordingly,
the investment in CSHL was increased to 31.20% and it was
reclassified from investments in securities to interests in
associates. Details shall refer to the circular of the Company
dated July 29, 2003. As at the date of this report, the Group's
shareholding in CSHL was 29.36%.

On October 25, 2003, the Group entered into a sale and
purchase agreement (the “Agreement”) with Global Media
Limited (the “Purchaser”), a subsidiary of Investor Capital
Partners — Asia Fund. Investor Capital Partners — Asia Fund is
a private equity fund advised by Investor Asia Limited, a
wholly-owned subsidiary of Investor AB, which in turn is listed
on the Stockholm Stock Exchange and is Sweden's largest
investment holding company with a market capitalization of
over US$6 billion. Pursuant to the Agreement, the Purchaser
agreed to acquire and the Group agreed to dispose of 35%
of the issued share capital in Memorex Holdings (which,
following a reorganization, would represent an attributable
interest of approximately 23.5% in Memorex International
Inc., a non-wholly owned subsidiary of the Group), for an
aggregate cash consideration of approximately US$39.9 million
(equivalent to HK$311.2 million).

In addition, the Purchaser has a call option whereby it may
purchase an additional 20% interest in Memorex Holdings
from the Group, exercisable in whole or in part at any time
within three years from the date of the completion, at an
exercise price equal to the aggregate of: (i) US$26.9 million
(equivalent to HK$209.8 million); and (ii) the amount which
represents 20% of the consolidated retained profits of
Memorex Holdings which may be accumulated from the date
of the completion to the last date of the quarter preceding
the exercise of the call option.
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In the 30 day period after the third anniversary of the date of
the completion, the Purchaser has a partial exit right whereby
it may require the Group to purchase 17.5% of the issued
share capital of Memorex Holdings, at the same price per
share at which the Purchaser acquired its 35% interest in
Memorex Holdings at the date of the completion.

Details of these transactions are set out in the circular of the
Company dated November 18, 2003.

In November 2003, the Group completed the purchase of the
trademarks DYSAN and PRECISION at a consideration of
HK$190 million. The acquisition of these brandnames enables
the Group to further build on its intellectual property portfolio.
Leveraging our established sales, marketing and distribution
network for the Memorex® brand, the Group intends to expand
its product offerings for Dysan and Precision branded products
to target the different markets and end-users.

In December 2003, an indirect wholly-owned subsidiary of
the Group entered into an agreement for acquisition of the
entire interest in a company which had a co-operation
agreement entered into an independent third party for the
joint development of certain land located at Doumen District,
Zhuhai City of the People’s Republic of China ([¥k/& 87 &
% /& ). As at March 31, 2004, a total of approximately
HK$155.4 million was paid for obtaining certain parts of the
land use right for land development, site formation and the
exclusive development right to the Tk /& &5 Bl &= 2 & .

On January 28, 2004, ITC Corporation Limited (“ITC"), a
substantial shareholder of the Company, entered into a placing
and subscription agreement with the placing agent and the
Company pursuant to which ITC agreed to place 21,500,000
shares at the price of HK$4.00 per share to not less than six
placees who were independent third parties procured by the
placing agent and ITC would subscribe for 21,500,000 new
shares at the same price of HK$4.00 per share. Please refer
to the Company's announcement of January 28, 2004 for
details of such placing and subscription.
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