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Chairman’s Statement
FEREE

| have pleasure to present the 2006/2007 annual report of Hanny Holdings
Limited (the “Company”) and its subsidiaries (the “Group”).

BUSINESS AND OPERATIONS REVIEW

During the year ended 31 March 2007, the Group underwent several
corporate developments, comprised mainly of the disposal of its then
45.2% interest in Memorex® business in April 2006, acquisition of a
98.92% interest in Group Dragon Investments Ltd. (“GDI”) in June 2006
and subscription of convertible notes. As a result, the Group recorded a
very significant profit for the year.

Upon the disposal of Memorex® business, the Group captured a significant
gain on disposal during the year. This handsome gain brought about
working capital and provided the Company with an opportunity to actively
look for meaningful investments in viable businesses.

Arising from the acquisition of GDI business, the Group captured a
discount on acquisition as the consideration satisfied was at a discount
to the fair value of the assets acquired. Subsequent to the disposal of
Memorex® business, the Group completed the acquisition of GDI and
took control over all the businesses under GDI. The Group then began
the integration process within the combined businesses so as to
consolidate the common 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 portfolio to include those businesses carried out
by GDI. The diverse investments of GDI include China Enterprises Limited,
whose shares are traded on the OTC Bulletin Board and MRI Holdings
Limited, whose shares are listed on the Australian Securities Exchange.

At the year end, the Group has subscribed into convertible notes of
listed companies with an aggregate nominal value over Hong Kong
Dollars One Billion. Such listed companies include 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.

HANNY HOLDINGS LIMITED $RE£@EAFRE A A

AAMAREZHEEEBRAR ([KAAF])
REWBAR ([AEE]) 22T R /=%
TLEFR-

HE-_TT+F=-A=1+—RHI5E K&£H
ETZECERE HPARAEENEE_Z
TRFMNA L E & AT A Memorex®H 15 1)
A52% D R_EERNFNAWBEHRERE
ERAT ([BRE])98.92% R KR A H i
ER-ER AEEFREBRNELEHN-

£ i EMemorex®¥ 7514 AEBRFRERBE
AHERGE - EABREBARR AT REE
B URABRRBNRERREEN ZEBKFTIR
Higte BUEGRSRKAEENKRE-

HRBEFEEGSORERRKEBEEN A
FEH BAEERKBEFRESHE-REE
Memorex®Z 7% 1% - A& B 2 e W BB R¥ 58 - I
ERRRET 2 XL & AEERKA
EHEBETESBE BUHEELFKAEREH
X% URERATBERATEBRAZBRM
mOREEBRREVEERREE BHEE.
BERBA LT AR ETHNI L REERIFE
FHRUERE - BREASEHERBAZEBKH
BEEATRIHRERER BABRETH
B A RE N REB B EFTIE
TRZEBEE AMARBELCE X B
BEZ B & B EZ B ¥ China Enterprises
Limited (ARG TR ERISHI R SHERE
&) % MRI Holdings Limited (£ % {5 75 5 8
BHEXSFEM) -

BEFHER AEEERB LT ZA NG
R AEEATEET ZELTARAAR
BEREEARAR RFIEFHESEABR
NAEXTREEMNEEBR AR FARRE
EX (RE) BR QA KRk ER) BRA
A EBREEERAFTEMET (KB AR
RARBEEASAEEDHMEARNERITES
REME 2 BB



For the year under review, the Group recorded a loss as a result of the
change in fair value of conversion options embedded in such convertible
notes. The loss mainly depends on factors such as market price of the
shares underlying 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 year end accounts and will take into account the
resulting profit/loss due to the change in fair value of conversion options
embedded in such convertible notes. The resulting loss stated in the
Group’s periodic interim and annual accounts are non-cash items and,
due to the factors stated above, may or may not be changed substantially
from period to period.

Significant Investments

China Enterprises Limited (“CEL”, carrying on business in Hong Kong as
China Tire Holdings Limited)

During the year 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 26%
interest in Hangzhou Zhongce Rubber Company Limited and 20.36%
interest in Wing On Travel (Holdings) Limited, respectively. Hangzhou
Zhongce Rubber Company is principally engaged in manufacturing and
marketing of tires in the PRC and other countries abroad. Wing On is in
the business of providing package tour, travel, and other related services
and hotel operations.

MRI Holdings Limited (“MR/”)

During the year 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 fitness markets.
MRI 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 31 March 2007, the Group is holding an effective interest 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 consultancy and services, and
education.
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Intraco Limited (“Intraco”)

At 31 March 2007, 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.

Tat Seng Packaging Group Ltd. (“Tat Seng”)

At 31 March 2007, 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 products with operations in Singapore,
Suzhou and Hefei in the PRC. The Tat Seng Packaging group designs,
manufactures and sells corrugated paper packaging products for the
packing of a diverse range of products according to customers’
specifications. Its key products include corrugated paper boards,
corrugated paper cartons, die-cut boxes, assembly cartons, heavy duty
corrugated paper products and other packaging related products.

Wing On Travel (Holdings) Limited (“Wing On Travel”)

At 31 March 2007, the Group is holding an effective interest of 11.12%
in Wing On Travel, which is principally engaged in the business of providing
package tours, travel and other related services, and hotel operation
including a hotel chain branded under the name of “Rosedale” in Hong
Kong and the Mainland.

Corporate Development

Disposal of 15.3% interests in China Strategic Holdings Limited
(“CSHL”) and acquisition of interests in GDI

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

Disposal of assets of Memorex International Inc. (“MII”)

On 19 January 2006, MIl had entered into an acquisition agreement
(“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
Magnetics Europe Limited, Memorex Canada Ltd., Memorex Products
Europe Limited, Memorex Products S.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 earnout amount calculated in accordance with the Agreement. The
Agreement was completed on 28 April 2006. Details of the transaction
are set out in the circular of the Company dated 10 April 2006.
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The Underwriting Agreement and Subscription of rights shares of See
Corporation Limited (“SCL”)

On 22 April 2006, the Company, Success Securities Limited and SCL
entered into an underwriting agreement, pursuant to which, the Company
agreed to underwrite up to 329,037,330 rights shares of SCL at a
subscription price of HK$0.014 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 30 June 2006, 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 17 May 2006.

Subscription of convertible notes of Macau Prime Properties Holdings
Limited (“MPP”)

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

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

On 27 June 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 exchangeable notes
with an aggregate principal amount of US$150 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 notes of CEL with the principal amount of US$100
million. The CEL Agreement was entered into by the Company and CEL
on 29 August 2006. On 30 August 2006, each of the subscribers of
Convertible Notes and the Company entered into 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 ITC. On 29
December 2006, the Company entered into agreements with each of the
subscribers to terminate the conditional subscription agreements. On
the same day, the Company and CEL entered into an agreement to
terminate the CEL Agreement. Details of the transaction are set out in
the circular of the Company dated 8 September 2006 and the
announcement of the Company dated 29 December 2006.
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Subscription of convertible notes of Mei Ah Entertainment Group
Limited (“Mei Ah”)

On 28 June 2006, the Company and Mei Ah entered into a subscription
agreement (“Mei Ah Subscription Agreement”) regarding the subscription
of 4% convertible notes of Mei Ah with the principal amount of HK$50
million. The Mei Ah Subscription Agreement was completed on 11 August
2006. Details of the transaction are set out in the circular of the Company
dated 21 July 2006.

Subscription of convertible notes of Golden Harvest Entertainment
(Holdings) Limited (“Golden Harvest”)

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

Condlitional mandatory cash offers by Kingston Securities Limited
(“Kingston”) for and on behalf of Famex

On 1 September 2006, ITC and the Company jointly announced that on
17 August 2006, Famex entered into 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
(equivalent to HK$3.8 per sale share). Completion of the agreement took
place on 7 November 2006. Immediately upon completion, Famex and
parties acting in concert with it were, in aggregate, interested in
approximately 38.67% of the voting rights of the Company. Accordingly,
Famex was required to make a mandatory conditional cash offer to
acquire 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 13
November 2006. The Offers closed at 4:00 p.m. on 13 December 2006.
Famex received a total of 53,080,585 shares (representing approximately
21.02% of the issued share capital of the Company) and convertible
bonds with face value of HK$5,775,870 (representing approximately
0.75% of the outstanding convertible bonds of the Company). Together
with the shares held by () Famex; and (i) 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 of 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 bonds with
face value of HK$141,441,885.
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Subscription of convertible bond of China Star Entertainment Limited
(“China Star”)

On 19 January 2007, Improvemany International Limited, an indirect
wholly-owned subsidiary of the Company and China Star had entered
into a conditional subscription agreement (“China Star Subscription
Agreement”) regarding the subscription of zero coupon convertible bonds
of China Star with the principal amount of HK$124.5 million. The China
Star Subscription Agreement was completed on 18 May 2007. Details of
the transaction are set out in the circular of the Company dated 16
February 2007.

The Underwriting Agreement and Subscription of right shares of SCL

On 6 March 2007, the Company and SCL entered into an underwriting
agreement, pursuant to which, the Company agreed to fully underwrite
up to 367,047,620 rights shares of SCL at a price of HK$0.20 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 14 May
2007, the Company took up its entitlement of 92,959,092 rights shares
of SCL. Details of the transaction are set out in the circular of the
Company dated 4 April 2007.

Placing and Subscription of Shares

On 11 April 2007, ITC, the Company and the placing agent entered into
a placing and subscription agreement, pursuant to which, the placing
agent agreed to place 43,500,000 existing shares of the Company of
HK$0.01 each at the price of HK$3.40 per placing share on behalf of
ITC on a fully-underwritten basis to not less than six placees who were
independent third parties and ITC agreed to subscribe for 43,500,000
new shares at the same price of HK$3.40 per share. The placing price
which was equal to the subscription price of HK$3.40 represents a
discount of approximately 5.0% to the closing price of HK$3.58 per
share as quoted on the Stock Exchange on 30 March 2007. The Company
intended to use the estimated net proceeds from the subscription of
approximately HK$143 million for the Group’s general working capital
purposes and investment in natural resources related business in the
PRC. Details of the placing and subscription are set out in the Company’s
announcement dated 11 April 2007.

Bonus Issue of new shares and change in board lot size

On 11 April 2007, the Board announced a bonus issue of new shares to
the shareholders whose names appeared on the Register of Members of
the Company on 21 May 2007 (“Record Date”) on the basis of ten
bonus shares for every one existing share held by the shareholders on
the Record Date. The bonus issue of new shares was approved by the
shareholders of the Company on 21 May 2007.

On 11 April 2007, the Board also announced that subject to the issue of
the bonus shares, the board lot size of the shares for trading on the
Stock Exchange would be changed from 2,000 shares to 8,000 shares
with effect from 6 June 2007. Details of the bonus issue and the change
in board lot size are set out in the circular of the Company dated 3 May
2007.

AP EE LB R E
37%1';1 o

(TP BEE]) TR

RZZTZLF— A+ H " Improvemany
Intemational Limited (AR ARz HE2EK
T)Eﬁqﬂliﬁiﬁﬂﬂ% B (PR
zubﬁﬁ%’; ) URBREELASES
124500000/%752 EiTMﬁﬁ% hEE
%Tﬁ% RZEZEFRATNHEK RS
HIEERARBARAE-_ETLF A+ ~A
2B A o

G 4K Wh ok R R PR EAR B 2 B IR R

MR_EBEELFZANE AAREEEEY
BiEHE B ARFRERSRHEKRR K
Z B0, 20%%fu%{@fﬁ?%%?,ow,ezoﬂi
BEEHBRG -REAB AQE RESEEE
AR BB R 2 G HEA HxIETZEE%EO
RZEZLFRA+THEB ARAREEEE
4 $92,959,092 % 1t A% A% 1D x%.ﬁrl ESAVIN
AARHRAZEZELtFNANBZBEHA-

Be & R M Ay

R_EZ+FNMA+—H B - KAQARHEE
EREBIZ-HREEERERZ B RS
REREXREREERHI40BTZEBR U
SHBHAERREFERTPRANEEBILE
=7 2 &B A B & 43,500,000/ A A B =R E
BoOVB L 2B ARG MEFAIREZRER
3.407% 7t 2 18 [F) {8 1% 32 8% 43,500,000% 7 i%
R EEEREEIL0BTER NR_ZBEE+
F=A=+HROREBZAAHRHKRTTESR
3.58 B TLITEHI5.0% ° AR ARG RBEEHFT
S FRIBFFE4143,000,00058 T A EEE — R
EEESREFRRERREREBER B
BREERRELHFBIRALTBPA-EE
+FWMA+—BZAMA-

BT RTRA LK EFE TR

R-_ZETZLFORA+—H EFgsHRARZ
ZELFAR -+ B ([RHFEBH]) BHK
NEIRERAMZ R AL BT &
ESBERNCEBHERE —BRARD TR
BT BRAR-BITARMRER —_TTLFhH
AZt+—REARRQR BRI

EA;EE‘EEEH‘T’ A EEgRsMrs
ITHAR1E R A 5??5@?2#?%3?%&%33
2,0008% f% 17 E'ZE&Z%S,OOOHXHX THIEE
E/_\)EJ/TEI;*@%@"@E’?%FI@HX&EE&#?
BEEBNUCHBHEHRARRIBHA-ZZZLSF
RAA=ZHZBEEA

Annual Report 2006-2007 4 # 6
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Subscription of shares and convertible notes of Wonson International
Holdings Limited (“Wonson”)

On 24 April 2007, Total Wealth Investments Limited, an indirect wholly-
owned subsidiary of the Company, executed a share placing contract
(the “Share Placing Contract”) and convertible notes placing contract
(the “CN Placing Contract”) with Taifook Securities Company Limited in
relation to the subscription of 125,000,000 shares in the capital of Wonson
and a 4% convertible notes of Wonson with the principal amount of
HK$40,000,000. The Share Placing Contract and the CN Placing Contract
were completed on 21 May 2007 and 18 May 2007 respectively. Details
of the transaction are set out in the circular of the Company dated 15
May 2007.

Top-Up Subscription of shares in MPP

On 18 May 2007, Loyal Concept Limited (“Loyal Concept”), an indirect
wholly-owned subsidiary of the Company, entered into the placing and
subscription agreement (“Top-Up Placing and Subscription Agreement”)
with MPP and the placing agent pursuant to which Loyal Concept agreed
to place, through the placing agent, an aggregate of 300,000,000 shares
in the capital of MPP, on a fully underwritten basis to not less than six
placees at the price of HK$0.56 per placing share and Loyal Concept
conditionally agreed to subscribe for an aggregate of 300,000,000 top-
up subscription shares at a price of HK$0.56 per share. The Top-Up
Placing and Subscription Agreement was completed on 1 June 2007.
Details of the transaction are set out in the circular of the Company
dated 8 June 2007.

Subscription of convertible notes of SCL

On 20 June 2007, the Company and SCL entered into a subscription
agreement (“SCL Subscription Agreement”) regarding the subscription of
1% convertible notes of SCL with the principal amount of HK$ 100,000,000
and may, upon notification by SCL, elect to subscribe for the additional
amount of up to HK$100,000,000. As at the date of this announcement,
the SCL Subscription Agreement was yet to be completed. Details of the
SCL Subscription Agreement are set out in the Circular of the Company
dated 17 July 2007.

Acquisition of the entire interest in Rainbow Plus Limited (“Rainbow
Plus”)

On 10 July 2007, Widecheer Limited, an indirect wholly-owned subsidiary
of the Company, entered into a conditional agreement (“S&P Agreement”)
with an independent third party to acquire the entire interest in the capital
of Rainbow Plus which, at the completion of the S&P Agreement, will
hold 88% equity interest in Jianghai Trading Co., Ltd., a PRC company
which is principally engaged and is licensed in sales of construction
sand, and will be licensed to do sand mining operation business. As at
the date of this announcement, the S&P Agreement was yet to be
completed. Details of the S&P Agreement are set out in the announcement
of the Company dated 19 July 2007.
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OUTLOOK

Despite recent monetary and fiscal tightening, China’s economic growth
remains robust with no signs of slowdown in investment and exports.
Consumption growth continues to pickup, driven by rising income levels
and gains from the booming stock market.

The Group has an on-going strategy to focus on investment developments
in the Asia markets, especially the PRC, a market place with which the
Hong Kong Government has entered into the second phase of the
Closer Economic Partnership Arrangement (“CEPA”). In the PRC,
continued economic growth, record highs in export turnover, strong
domestic disposal income, huge fixed assets investment momentum,
inflow of funds and national domestic products are the main favorable
factors giving rise to the present un-precedented prosperity in the PRC.

Among many potential investment projects in the PRC, the Group has
been focusing on penetration into the natural resources sector and
transition the Group into a more mineral resources focused company.
During the transformation process into this new business, the Group has
engaged experienced experts to conduct due diligence reviews on the
estimated reserve value of any target resource properties. Bearing in
mind that a successful acquisition would require a lot of effort and time
spent on the most detailed accounting, legal and technical due diligence
analyses, management will pay extra attention and care as to secure a
right move. In consideration of the scarcity and value of the natural
resources, once such kind of business is acquired, the Group expects
the turnover and earning of such business would contribute very
significantly to both turnover and earnings of the Group.

To strengthen the sand mining business under GDI, the Group has been
exploring investment opportunities into companies which holds river sand
mining licenses/permits. In 2007, the Group has been evaluating
acquisitions of quite a number of companies, which are engaged in the
exploitation of natural resources businesses. In July 2007, the Group has
entered into a conditional sale and purchase agreement to acquire a
88% equity interest of Jiang Hai Trading Company Limited, which holds
licenses and permit for river sand mining activities in the PRC.

Given the liquidity of convertible notes, the Group has utilised the surplus
working capital into investment of convertible notes. At 31 March 2007,
the Group has accumulated investment in convertible notes in the amount
of approximately HK$1,150 million issued by companies whose shares
are listed on the Stock Exchange. The recent surge in the share prices of
the convertible notes issuers is expected to add value to the carrying
value of the Group’s investment in convertible notes and hence unrealised
profits are noted. At present, all the conversion prices of the convertible
notes are below the respective market values as of 31 March 2007. The
higher the surge of the market price of the issuer’s shares becomes, the
higher the unrealised profits are derived from the convertible notes to the
Group.

According to currency market trends and forecasts, the value of the
Renminbi has been going up and will still be up in future. We expect that
a majority of the net assets of the Group, which is denominated in
Renminbi, will enjoy appreciation at the same pace as that of the currency
appreciation. Going forward, together with potential acquisition of
businesses in the PRC, these Renminbi denominated investments and
net assets of the Group are expected impact substantially on the profit
and loss account of the Group.

=3

BEOHREEERERBR PEKENEZE
PERE RE RGO KRR A BEERAKF
TE LA RRGERET S 2P ERN HEIT

AEBENFERBAREZRTIMTS LE
EEBFBRNCERES _BREETLRBEMR
RFR MG R B E QEERSE O
BRFS BRASXEKRAEKN BEEER
BHERL-B2RANBREERERTEN
Mo A & - {2 AR B A B A AT R R BRET -

FEAETNLARENNRERR MAKE—&
ERBRARRERTE TEENERREL
LBREER - RELEMEBNBED XK
ERFEREENEXRALFARNERTER
MENGTREBE-EEBABREXNZN
HB O REE FERFADTEF ERERE
ol F) 8 - B UL 7B 4F L BRONRE DT - DARE AR IEFE AV
T ERARRERNBAENERE —BE
AREER AEEEMAEGNEXELA
MEARREAREENEEBEREFN -

BMERENYREER AEE-—ERHENE
e RERFEERYAR FFAENQ
A —TTEF AKREIHEGEWES @R
ERRRAEBREGHNARKE  —TTLF
TR AEEFVBEREEEGANETEE
SHER N A8 2 A B A A B
TERD RN NIR LA & e

AERARBREESARB NEBFHHEEES
CRBREANIRER - HE_ZET+F=A
=t+—H SRR EBRZ TR A FTE
TARBEERE AEEIRFEREEED
1,150,000,000/%8 7 ¥T Hi A] A IR 31T A HY
BESA BRI AERTLRERLE
FMREE AEGRER R -RE FTER
HBEENHBEHER _ZEZTLF=ZA=1
—BNAETE NEEMEEN LBREEN
REEGEN SFEETARMDTEAREHB IR

=
& ©

BREEYMSBEREH ARBERE L
T BERARARINE LA - R EAANEE
REDANAREAENEEFESEESTE
MmAFER-REM[R ERWELETELE
NEEBR UARBFHENAEEREREE
FEERRBREYELASENES K-

Annual Report 2006-2007 4 #

8




HANNY HOLDINGS LIMITED &£ @E AR A R




I iR B
R EXRK

—_—
—
/]

@
=
X
O
O
7

10



Management Discussion and Analysis
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RESULTS AND FINANCIAL REVIEW
Results

For the year ended 31 March 2007, the Group’s audited consolidated
profit before minority interests was HK$1,461.5 million (2006: loss of
HK$96.0 million), which comprised of profit after operating income and
expenses from continuing operations of HK$114.0 million (2006: loss of
HK$2.3 million), finance costs of HK$83.4 million (2006: HK$63.5 million),
decrease in fair value of conversion options embedded in convertible
notes of HK$187.1 million (2006: increase of 114.0 million), decrease in
fair value of conversion options embedded in convertible note receivable
from an associate of HK$18.4 million (2006: Nil), increase in fair value of
convertible notes designated at fair value through profit or loss of HK$16.8
million (2006: Nil), increase in fair value of investment properties of HK$2.6
million (2006: Nil), increase in fair value of investments held for trading of
HK$9.7 million (2006: increase of HK$43.3 million), discount on acquisition
of subsidiaries of HK$132.5 million (2006: Nil), impairment loss on goodwill
of HK$6.6 million (2006: Nil), impairment loss on club debentures of
HK$0.1 million (2006: HK$0.7 million), impairment loss on available-for-
sale investments of HK$45.7 million (2006: 49.8 million), net gain on
disposal of subsidiaries and associates of HK$6.4 million (2006: net gain
of 1.0 million), share of net profits of associates of HK$35.3 million
(2006: losses of HK$21.5 million), income tax expense from continuing
operations of HK$32.4 million (2006: 4.3 million) and profit from
discontinued operations of HK$1,517.9 million (2006: profit of HK$52.4
million). While there was impairment loss on trademark licenses of
HK$164.6 million for the year ended 31 March 2006, there was no such
item for the year ended 31 March 2007.

Segment Results

During the year, the Group experienced a decline in growth as well as
gross profit margin. This deterioration was mainly due to the disposal of
the “trading of computer related products under “Memorex®” and “trading
of consumer electronic products” segments (Disposal of assets of
Memorex International Inc. (“MII”)) (“Disposed Business”). The disposal
was completed on 28 April 2006. Accordingly, the turnover and results
relating to MIl were classified as “Discontinued Operations” for both the
current and last years.

For trading of securities, segment turnover amounted to HK$169.0 million,
increasing by HK$22.6 million (15.4%) from 2006 and segment result
recorded HK$4.7 million, decreasing by HK$171.0 million (over 100%)
from 2006.
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During the year, sand mining segment was included as a result of the
acquisition of an interest in Group Dragon Investments Limited (“GDI”),
with segment turnover of HK$1.1 million and segment loss of HK$11.2
million.

Nonetheless, the disposal contributed HK$1,526.3 million to the results
of the Group for the year which critically increased from a loss of HK$96.0
million for the year ended 31 March 2006 to a profit of HK$1,461.5
million for the year. The Group also disposed of certain of its subsidiaries
and associates during the year with a net gain of HK$6.4 million while a
net gain of HK$1.0 million was resulted from disposals during the year
ended 31 March 2006. From acquisition of GDI, a discount on acquisition
of subsidiaries of HK$132.5 million was resulted. The Group had increased
in fair value of investment properties of HK$2.6 million and fair value of
convertible notes designated at fair value through profit or loss by HK$16.8
million. Impairment loss on available-for-sale investments decreased from
HK$49.8 million for the year ended 31 March 2006 to HK$45.7 million
for the year. Furthermore, there was an impairment loss on club
debentures and trademark licenses of HK$0.7 million and HK$164.6
million, respectively, during the year ended 31 March 2006 while there
was only HK$0.1 million and nil, respectively, during the year. The Group
shared more net profits under “Share of results of associates” during the
year of HK$35.3 million, while it suffered a net losses of HK$21.5 million
during the year ended 31 March 2006. Operating income from continuing
operations rose from a loss of HK$2.3 million for the year ended 31
March 2006 to an operating income of HK$114.0 million for the year.

However, such contributions were reduced by the decrease in fair value
of conversion options embedded in convertible notes of HK$187.1 million
as compared to the year 2006 of the increase of HK$114.0 million. Profit
from discontinued operations decreased from profit of HK$52.4 million
for the year ended 31 March 2006 to a loss of HK$8.4 million for the
year. Finance costs incurred increased by HK$19.9 million owing to the
coupon interest in relation to the issue of convertible notes by the
Company during the year. In addition, there was decrease in conversion
options embedded in convertible note from an associate of HK$18.4
million and impairment loss on goodwill of HK$6.6 million during the
year. Increase in fair value of investments held for trading decreased by
HK$33.6 million from HK$43.3 million for the year ended 31 March 2006
to HK$9.7 million for the year. Income tax expense increased by HK$28.1
million from HK$4.3 million for the year ended 31 March 2006 to HK$32.4
million for the year.
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Investment in Convertible Notes

During the year, the Group acquired four unlisted convertible notes issued
by companies listed on the Stock Exchange for an aggregate
consideration of HK$389.0 million in addition to the existing three
convertible notes acquired during the year ended 31 March 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 year, with a decrease in fair value of HK$18.4 million. The aggregate
fair value decrease of HK$187.1 million in respect of the conversion
option element and increase of HK$14.6 million in respect of the debt
element were recognized in profit and loss and reserves, respectively. An
aggregate of HK$173.0 million was converted into available-for-sale
investments during the year. In addition, the aggregate fair value increase
in respect of two of the newly acquired convertible notes designated at
fair value through profit or loss and accrued interest income of HK$16.8
million and HK$5.7 million were recognized in profit and loss.

Liquidity

Bank and cash balances at 31 March 2007 increased significantly to
HK$161.6 million (2006: HK$26.5 million), accounting for 6.5% (2006:
1.4%) of the net tangible asset value of the Group. Such dramatic increase
was mainly attributable to the receipt from disposal of assets of Mll and
other loans raised during the year. The cash was mainly used for daily
operations and investments in financial instruments during the year. The
current ratio of the Group at 31 March 2007 was 2.2 (2006: 1.3).

Financial Review

The current assets of the Group at 31 March 2007 decreased by
HK$177.8 million (7.3%) to HK$2,259.6 milion (2006: HK$2,437.4 million).

Such decrease was mainly attributable to the decrease in inventories of
HK$8.4 million, available-for-sale investments of HK$73.5 million, short-
term loan receivables from related companies of HK$159.5 million, margin
loan receivables of HK$15.8 million at year end as compared to the
previous year. Furthermore, assets classified as held for sale of
HK$1,645.2 million as at 31 March 2006 were disposed of during the
year. Such decrease outweighed the increase in other asset of HK$229.3
million, trade and other receivables of HK$329.4 million, investments
held for trading of HK$176.8 million, deposits paid for acquisition of
investments held for trading of HK$73.2 million, convertible notes
designated at fair value through profit or loss of HK$122.5 million, short-
term loan receivables of HK$288.4 million, loans to associates of
HK$369.4 million, tax recoverable of HK$0.5 million and bank balances
and cash of HK$135.1 million.
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Other asset of HK$229.3 million as at 31 March 2007 arose from the
acquisition of GDI during the year.

Inventories decreased from HK$8.6 million as at 31 March 2006 to
HK$0.1 million as at 31 March 2007. Such dramatic 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 31
March 2006 to HK$389.1 million as at 31 March 2007. Such drastic
increase was mainly attributable to the receivable of HK$295.6 million
from an acquirer of the Group’s former subsidiaries. The number of days
for debtors turnover increased from 39 days last year to 104 days in
current year and such increase is mainly attributable to the trading of
securities.

Short-term loan receivables, short-term loans receivables from related
companies and loans to associates increased in aggregate from HK$182.3
million as at 31 March 2006 to HK$680.6 million as at 31 March 2007.
Such increase was mainly attributable to a number of loan agreements
entered into with third parties for an aggregate principal amount of
HK$958.5 million during the year. An aggregate amount of short-term
loan receivables of HK$346.0 million was included on acquisition of GDI
during the year. During the year, an aggregate amount of HK$680.6
million was repaid, satisfied by cash and other payables. Provision for
loan receivable of HK$5.0 million was made during the year.

Payment for acquisition of interests in properties, convertible note from
an associate and conversion options embedded in convertible note from
an associate of HK$58.8 million, HK$241.4 million and HK$44.6 million,
respectively, were included in the Group on acquisition of GDI during the
year. Deposit paid for acquisition of subsidiaries and deposits paid for
acquisition of investments held for trading of HK$50.0 million and HK$73.2
million, respectively, were made during the year.

Trade and other payables decreased from HK$358.8 million as at 31
March 2006 to HK$90.7 million as at 31 March 2007. Such dramatic
decrease was mainly attributable to the decrease in trade payables 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 results”. The number of days for creditors turnover
increased from 44 days in 2006 to 72 days in current year and such
increase is mainly attributable to the trading of securities.
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Management Discussion and Analysis

B RS

At 31 March 2007, total borrowings of the Group amounted to
HK$1,278.6 million (2006: HK$720.5 million), of which HK$83.7 million
(2006: HK$95.7 million) were not repayable within one year. The
borrowings included bank and other borrowings of HK$598.3 million
(2006: HK$687.3 million), overdrafts of HK$21.0 million (2006: HK$33.2
million). In addition, there were convertible notes payable of HK$659.3
million as at 31 March 2007 (2006: Nil). The increase in borrowings was
mainly due to the issue of convertible notes by the Company of HK$770.9
million. Included in the fair value of the convertible notes of HK$687.1
million and effective interest accrued of HK$31.9 million, an amount
attributable to the equity component of the convertible notes of HK$59.5
million was classified under reserves. New borrowings totalling HK$865.0
million were obtained during the year for the purposes of investment and
daily operation. Repayment of HK$656.2 million was made during the
year. 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$12.2 million as compared to 31 March 2006.

Interests in associates

The increase in balance from HK$616.9 million as at 31 March 2006 to
HK$875.6 million as at 31 March 2007 was mainly due to the disposal of
the Group’s 15.3% interest in China Strategic Holdings Limited (“CSHL”)
and interests in certain associates, and acquisition of GDI which
contributed an aggregate amount of HK$381.0 million and HK$560.9
million, respectively. During the year, the Group had shared profits and
increased in reserves of associates of HK$35.3 million and HK$43.5
million, respectively.

Pledge of assets
At 31 March 2007, certain assets of the Group amounting to HK$300.0

million (2006: HK$1,430.0 million) were pledged to banks and financial
institutions for loan facilities granted to the Group.
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Gearing ratio

The gearing ratio (borrowings/shareholders’ funds) at 31 March 2007
significantly increased to 51.3% (2006: 38.6%) owing to the increase in
bank and other borrowings and issue of convertible notes payable during
the year 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 Dollars. The risk of foreign exchange
fluctuation has not been significant to the Group. Interest rates of bank
and other loans are at Prime plus. At the balance sheet date, the Group
did not enter into any interest rate speculative and hedging contracts.

Contingent liabilities

At 31 March 2007, the Group had guarantee given to a bank in respect
of banking facilities utilized by a third party of HK$23.2 million. As at 31
March 2006, the Group shared from an associate’s contingent liabilities
in relation to guarantees given to banks and other guarantees amounted
to HK$11.5 million.

Employees and remuneration policies

As at 31 March 2007, there were approximately 45 staff members (2006:
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 options are awarded to employees on a merit basis.
However, no share options were granted during the year.
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Directors and Senior Management Profile
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DIRECTOR’S PROFILE

Dr. CHAN Kwok Keung, Charles, aged 52, was appointed as Managing
Director of the Company in November 1995. He was appointed as
Chairman of the Company in November 2000 and is responsible for the
overall management of the Company. He retired by rotation at the annual
general meeting held in 2004 and was re-appointed as Chairman and
Executive Director of the Company on 3 September 2004. He holds an
Honorary degree of Doctor of Laws and a Bachelor’s degree in Civil
Engineering and has over 27 years’ international corporate management
experience in construction and property sectors as well as strategic
investments. Dr. Chan is the chairman of ITC Corporation Limited and a
non-executive director of PYI Corporation Limited, both of which are
companies whose shares are listed on the main board of The Stock
Exchange of Hong Kong Limited.

Dr. YAP, Allan, aged 51, joined the Company in 1995 and was appointed
as Deputy Managing Director in December 1997. In November 2000, he
was appointed as Managing Director of the Company. He obtained the
Honorary degree of Doctor of Laws and has over 25 years’ experience in
finance, investment and banking. Dr. Yap is an executive director of Big
Media Group Limited and Wing On Travel (Holdings) Limited, companies
whose shares are listed on the Growth Enterprise Market and on the
main board of The Stock Exchange of Hong Kong Limited respectively.
He is the chairman and chief executive officer of China Enterprises Limited,
a company whose shares are traded on the OTC Bulletin Board in the
United States of America as well as Burcon NutraScience Corporation, a
company whose shares are listed on the TSX Venture Exchange in
Canada and the Frankfurt Stock Exchange in Germany. Dr. Yap is an
executive chairman of PSC Corporation Ltd, Intraco Limited and Tat
Seng Packaging Group Ltd., all of which are companies whose shares
are listed on the Singapore Exchange Limited. He is also the chairman of
MRI Holdings Limited, a company whose shares are listed on the
Australian Stock Exchange.

Mr. LUI Siu Tsuen, Richard, aged 51, joined the Company in November
1995 and was appointed as Deputy Managing Director in May 2002. He
is a qualified accountant and has over 27 years of experience in
accounting, financial and corporate management. He held senior positions
in an international accounting firm and various private and public listed
companies. Mr. Lui is an executive director of Wing On Travel (Holdings)
Limited, a company whose shares are listed on the main board of The
Stock Exchange of Hong Kong Limited and PSC Corporation Ltd, a
company whose shares are listed on the Singapore Exchange Limited.
He is also a director of MRI Holdings Limited, a company whose shares
are listed on the Australian Stock Exchange.

Mr. KWOK Ka Lap, Alva, aged 59, has been an Independent Non-
Executive Director of the Company since July 2003. He was a marketing
manager in an international company engaging in the design of business
administration system. Mr. Kwok has been in the insurance and
investments business for over 25 years, principally in the senior managerial
position leading a sizable sales team. Mr. Kwok is an executive director
and the chief executive officer of China Strategic Holdings Limited, and
an independent non-executive director of Macau Prime Properties
Holdings Limited and Wing On Travel (Holdings) Limited, all of which are
companies whose shares are listed on the main board of The Stock
Exchange of Hong Kong Limited.
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Mr. WONG King Lam, Joseph, aged 55, has been an Independent
Non-Executive Director of the Company since September 2004. He is a
fellow member of the Hong Kong Institute of Certified Public Accountants
and the Association of Chartered Certified Accountants. He has more
than 26 years’ extensive experience in auditing, corporate and financial
management with a number of companies in different business sectors
which include an international accounting firm and local listed companies.
Mr. Wong is also an executive director of Grand Field Group Holdings
Limited and an independent non-executive director of China Strategic
Holdings Limited, Honesty Treasure International Holdings Limited, Tungtex
(Holdings) Company Limited and Wing On Travel (Holdings) Limited, all
of which are companies whose shares are listed on the main board of
The Stock Exchange of Hong Kong Limited.

Mr. POON Kwok Hing, Albert, aged 46, has been an Independent
Non-Executive Director of the Company since 1 February 2007. Mr.
Poon graduated from the University of Bath, United Kingdom with a
Master of Science degree in Business Administration. He is also a member
of the Hong Kong Institute of Certified Public Accountants and a member
of the CPA Australia. Mr. Poon is currently the company secretary and
qualified accountant of Shang Hua Holdings Limited and an independent
non-executive director of Wing On Travel (Holdings) Limited.

SENIOR MANAGEMENT’S PROFILE

Ms. LAW, Dorothy, aged 37, was appointed as the Corporate Counsel
of the Company in November 1997. She is also a director of China
Enterprises Limited, a company whose shares are traded on the OTC
Bulletin Board in the United States of America as well as Burcon
NutraScience Corporation, a company whose shares are listed on the
TSX Venture Exchange in Canada and the Frankfurt Stock Exchange in
Germany. Ms. Law received her Bachelor of Commmerce and Bachelor of
Law degrees from the University of British Columbia and is a Barrister
and Solicitor licensed to practice law in British Columbia, Canada. She
has also been admitted as a solicitor of the High Court of Hong Kong.
Prior to joining the Company and the Burcon group of companies, Ms.
Law worked for a Canadian national law firm practicing in the areas of
corporate and securities law.

Ms. KEE Shui Wah, aged 42, joined the Company in April 1994 and
was appointed as Chief Financial Officer of the Company in May 2002.
Ms. Kee is a member of both the Association of Chartered Certified
Accountants and the Hong Kong Institute of Certified Public Accountants.
She has over 17 years’ experience in international accounting and finance
in multinational corporations.

EERELE 5 BE_TEONFALALER
RRARZBIIFNTEET - RRELGTHIQ
EREBFFAREHMAELERERE W
REZRTREBRBIBE 2 AE AT EFE—KE
BREtMT kAL EH AR BR -+ FH
MEL CXERMBEE EERR-BEE
NEROREBRRERAFZHTEERTRER
BERAR EEBRBRERERAR REML (£
) AR AR Rk ik (R ARARZHE
VIEHMTER ZERRZRNANE LY S
RBABRABER LT

BEESE 465 R_ZETZLF-_A—AH
FRARARZEIFPITEFT FLERER
F B University of Bath » YWHUS T & & BRI &
TEMN - AETASTMAE RN A
REZEE - FBLEBRALETERERARAZ
NEIWERE ER G A KoK REE (ER)
ERARZBIYIHITES-

EEEEAESHE

LAW, DorothyZ + 378 W — A L EF+—
AEZTAKRRT Z A BEE- I8 AChina
Enterprises Limited (E B ) 57 & B 15 b 2
S #% B E®) &Burcon NutraScience
Corporation (& &% 13 72 il 2 K TSX Venture
Exchange R BBIEZB R BEFR B LT) 2
BFclawX Tt HE BT ML ASmES
TEMNREEELSMN WEAEMNE KR F
EREARZMRENM BHACRAETESS
AR 2 R A] N FEE A A A A K Burcon
EEZA LawR TR —ENEAXZ 2R M
MITHE BEARREBEREZFEZ I{E.

WEWELZ L 425 X — NLATEFEAMAR
RAV YR _ZEZ_FHAEZERERRFZ
MBRE-SLETRREFF ARSI
LRBEEGHMAGLER REEBTLFH
REhkBEECEYB LR

Annual Report 2006-2007 4 #

20




HANNY HOLDINGS LIMITED &£ @E AR A R




\ EXP%DNG BU

SII\IESS



Corporate Governance Report
TEERME

23

The Board of Directors of the Company (the “Board”) is committed to
good standards of corporate governance in order to protect and enhance
the interests of our shareholders.

CORPORATE GOVERNANCE PRACTICES

The Company has applied the principles and complied with all the code
provisions on the Code on Corporate Governance Practices (the “CG
Code”) as set out in Appendix 14 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”) throughout the year ended 31 March 2007, except for the following
deviations:—

Code Provision A.2.1 of the CG Code

Under the code provision A.2.1 of the CG Code, the roles of chairman
and chief executive officer should be separate and should not be
performed by the same individual. The Company does not at present
have any officer with the title of “chief executive officer” (“CEQ”) but
instead the duties of a CEO are performed by Dr. Yap, Allan, the Managing
Director of the Company, in the same capacity as the CEO of the
Company.

Code Provision A.4.1 of the CG Code

Under the code provision A.4.1 of the CG Code, non-executive directors
should be appointed for a specific term, subject to re-election. The
current independent non-executive directors are not appointed for a
specific term. However, all directors (including executive and non-
executive) are subject to retirement by rotation at annual general meeting
of the Company in accordance with bye-law 87(2) of the Bye-Laws 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 meeting and answer questions
at the annual general meeting. The chairman of the Board, Dr. Chan
Kwok Keung, Charles was unable to attend the 2006 annual general
meeting as he had another important business engagement. However,
the other executive director, present at the annual general meeting who
then took the chair of that meeting in accordance with bye-law 63 of the
Bye-Laws of the Company, and the members of Audit Committee were
present at that annual general meeting.
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THE BOARD
Composition of the Board

The Board represents shareholders of the Company in managing the
Company’s affairs. The Board currently consists of six members, including
three executive directors, namely Dr. Chan Kwok Keung, Charles
(Chairman), Dr. Yap, Allan (Managing Director) and Mr. Lui Siu Tsuen,
Richard (Deputy Managing Director), and three independent non-executive
directors, namely Messrs. Kwok Ka Lap, Alva, Wong King Lam, Joseph
and Poon Kwok Hing, Albert. Biographical details of all directors and the
relevant relationships among them are set out in “Directors’ and Senior
Management’s Profile” on pages 19 to 20 of the annual report.

The Board includes a balanced composition of executive directors and
independent non-executive directors and possess a wide spectrum of
relevant skills and experience. Among all independent non-executive
directors, two of them have the professional accounting qualification as
required by the Listing Rules. The Company has received an annual
confirmation from each of the independent non-executive directors
pursuant to Rule 3.13 of the Listing Rules. The Company considers all of
independent non-executive directors to be independent.

The Board meets regularly throughout the year as and when required.
Sufficient notices are given to all directors before the regular board
meetings and all directors are consulted to include any matters in the
agenda. Agenda and accompanying board papers are given to all directors
in a timely manner before the appointed date of the meetings. All Board
members are kept informed of material changes about the Group’s
businesses and have full access to the Company Secretary with a view
to ensuring the Board procedures and all applicable rules and regulations
are followed.
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During the year ended 31 March 2007, fourteen meetings were held by
the Board. Individual attendance of each Board member at these meetings
is shown below:

RBE_ZTTLF=A=+—HILFERN &
FEEETTHRER - SEFEKE 2R
hEZEERZBERAEIWT:

Number of Board Meetings

attended/held
BHE B8ITZ
Name of Director EENA EZERERHY
Executive Directors PATEF
Dr. Chan Kwok Keung, Charles (Chairman) FRERE L (£ %) 14/14
Dr. Yap, Allan (Managing Director) Yap, Alanf8 & (£ F s 42 59) 13/14
Mr. Lui Siu Tsuen, Richard (Deputy Managing Director) Bk R4 (8l & F4sm) 14/14
Independent Non-executive Directors B HATEF
Mr. Yuen Tin Fan, Francis (Note 1) RRNEE (Bax1) 7/7
Mr. Kwok Ka Lap, Alva RIS E 14/14
Mr. Wong King Lam, Joseph EERLE 14/14
Mr. Sin Chi Fai (Note 2) SIS (W 3E2) 11/12
Mr. Poon Kwok Hing, Albert (Note 3) EBIE S A (W 323) 2/2

Notes:

1. Mr. Yuen Tin Fan, Francis retired as independent non-executive director
at the annual general meeting of the Company held on 1 September
2006.

2. Mr. Sin Chi Fai resigned as independent non-executive director with

effect from 1 February 2007.

3. Mr. Poon Kwok Hing, Albert was appointed as independent non-executive
director with effect from 1 February 2007.

The principal functions of the Board are to formulate corporate strategy
and direction with the objective of enhancing shareholder value, to consider
the Group’s major corporate matters, to monitor and control the operating
and financial performance of the Group. Day-to-day management of the
Group’s business is delegated to the management of the Company
under the supervision of the Managing Director. The delegation of
responsibilities and authority is reviewed regularly to ensure that the
appropriate reporting systems are in place. The Board has established
three committees with specific responsibilities to manage and oversee
particular aspects of the Company’s affairs. Each committee is appointed
with written terms of reference and is accountable to the full Board. The
Board has reserved for its decision and consideration matters covering
corporate strategy, dividend policy, major acquisitions, disposals and
capital transactions, annual and interim results, changes of members of
the Board and its committees, and other significant operational and
financial matters. A written procedure has been agreed for directors to
seek independent professional advice at the Company’s expense upon
their request.
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The Company has arranged for Directors’ and Officers’ Liability Insurance
to indemnify its Directors and management staff against potential liabilities
incurred by them in discharging their duties. The insurance coverage for
the Directors and management staff is reviewed on an annual basis.

Chairman and Managing Director

The Company fully recognizes that the respective role of Chairman and
Managing Director should be distinct and separated. The position of the
Chairman and Managing Director are held by Dr. Chan Kwok Keung,
Charles and Dr. Yap, Allan respectively. The Chairman is responsible for
leadership of the Board while the Managing Director is responsible for
the day-to-day management of the Group. A clear division of
responsibilities at the board level is maintained in order to entail a balance
of power and authority.

Appointment, Re-election and Removal of Directors

The Company has not established a nomination committee. The Board
as a whole is responsible for considering and approving the appointment
of its members and nominating them for election and re-election by the
shareholders of the Company in order to ensure the Board to have
adequate skills and experience for further shareholder interest. Pursuant
to the Bye-Laws of the Company, the Board shall have the power from
time to time and at any time to appoint any person as director either to
fill a casual vacancy on the Board or as an addition to the existing Board.
The Board should take into account of the candidate’s qualification,
ability and potential contribution to the Company. In accordance with the
Bye-Laws of the Company, new appointments to the Board are subject
to re-election by shareholders at the forthcoming annual general meeting
(“AGM”). In addition, one-third of the Directors will retire from office by
rotation for re-election by shareholders at the AGM and every director is
subject to retirement by rotation at least once every three years.

During the year, Mr. Sin Chi Fai resigned as an independent non-executive
director and a member of the audit committee of the Company due to
personal reason on 1 February 2007. Mr. Poon Kwok Hing, Albert was
appointed as an independent non-executive director and a member of
the audit committee of the Company on 1 February 2007.

The non-executive directors are not appointed for specific term. Under
the Bye-Laws of the Company, all directors (including executive directors
and independent non-executive directors) are subject to retirement by
rotation at least once every three years.

Induction program is arranged for the newly appointed director on the
latest information of the Group. The comprehensive orientation package
is also provided detailing the responsibilities and duties of being a director
and the requirements under the applicable rules and regulations of the
Company.
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BOARD COMMITTEES

The Board has established committees to assist in carrying out its
responsibilities. Three committees have been appointed, including an
Executive Committee, a Remuneration Committee and an Audit
Committee. The committees report regularly to the Board and where
appropriate, make recommendations on matters for consideration.

Executive Committee

The Executive Committee was established in December 2005 which
comprises all executive directors, namely Dr. Chan Kwok Keung, Charles,
Dr. Yap, Allan and Mr. Lui Siu Tsuen, Richard. The Executive Committee
meets as and when required to oversee the day-to-day management
and operation of the Group’s business and has all the general powers of
the Board except those matters specifically reserved for the Board which
are reviewed by the Board from time to time.

Remuneration Committee

The Remuneration Committee was established by the Company in
December 2005 with specific written terms of reference which clearly
defined its role, authority and function. The Remuneration Committee
consists of two independent non-executive directors, namely Messrs.
Kwok Ka Lap, Alva and Wong King Lam, Joseph and one executive
director, namely Mr. Lui Siu Tsuen, Richard. Mr. Kwok Ka Lap, Alva acts
as the Chairman of Remuneration Committee. The Remuneration
Committee is responsible for making recommendations to the Board on
issues including review management succession planning for senior
management of the Company; formulate and review remuneration policy
and packages of all directors and senior management; and review and
approve compensation packages, roles and responsibilities and
performance assessment of employees of the Group. The terms of
reference of the Remuneration Committee, which follow closely with the
requirement of the CG Code and have been adopted by the Board, are
posted on the Company’s website.

The remuneration package of directors, including discretionary bonus
and share options, is based on the (i) their individual performance; (i)
salaries paid by comparable companies; (iii) time commitment and
responsibilities and (iv) employment conditions elsewhere in the group.
The Remuneration Committee will consult the Chairman and of the Board
and the Managing Director about their proposals relating to the
remuneration of other executive directors and have access to professional
advice if considered necessary.
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The Remuneration Committee met once during the year ended 31 March
2007 to review the remuneration package of a senior management.
Individual attendance of each Remuneration Committee member at the
meeting is shown below:

FMZEENBE_TTLF=A=1T—81t

FEANEEBE - AR —E2aEBERAR
ZEMIR-EHFEMEZEENE 2 BRIHEZ

GRZBEREINMT

Number of Remuneration Committee
Meeting attended/held

Name of Remuneration BHE B EE 12
Committee Member FMEEERBEZEA FHEEEERRH
Mr. Kwok Ka Lap, Alva (Chairman) HETRE () 1/1
Mr. Wong King Lam, Joseph EERRAE 1/1
Mr. Lui Siu Tsuen, Richard AR EE 1/1
Audit Committee BEZZRE

The Audit Committee has been set up by the Company since 1999 with AABE—NWNNEFRBERNLUEZEZEETE
specific written terms of reference which clearly defined its role, authority H-AEBRESEREEATHRE BER
and function. Major roles and functions of the Audit Committee are as Bt - BEREEGZIEACGRBENT:

follows:

(@ To consider the appointment, re-appointment and removal of the
auditors, and to approve the remuneration and the terms of
engagement of the auditors, and any questions of resignation or
dismissal of the auditors of the Group;

(b) To assess the independence of auditors and discuss with the
auditors the nature and scope of the audit;

(©) To review interim and annual accounts before submission to the
Board;

(d) To review the financial controls, internal controls and risk
management system of the Group and make recommendations
to the Board; and

(e To review the auditors’ management letter and material queries
raised by the auditors to management in respect of accounting
records, financial accounts or systems of control and
management’s response.

The Audit Committee is composed of three independent non-executive
directors, namely Messrs. Wong King Lam, Joseph (who acts as Chairman
of the Committee), Kwok Ka Lap, Alva and Poon Kwok Hing, Albert. All
Audit Committee members have appropriate qualifications and experience
to properly discharge its roles and responsibilities.
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During the year ended 31 March 2007, the Audit Committee held two
meetings to review with the management and the auditors the audited
financial statements for the year ended 31 March 2006 and the unaudited
interim financial statements for the six months ended 30 September
2006, with the recommendations to the Board for approval; reviewed the
effectiveness of internal control system; and has reviewed with the
management the accounting principles and policies adopted by the Group
and the financial statements for the year ended 31 March 2007. Individual
attendance of each Audit Committee member at these meetings is shown
below:
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Number of Audit Committee Meetings

attended/held
Name of Audit BHE B8ITZ
Committee Member EREEENBNR ERZEEGERIE
Mr. Wong King Lam, Joseph (Chairman) mERMAE (ZF) 2/2
Mr. Kwok Ka Lap, Alva EIIEE 2/2
Mr. Sin Chi Fai (resigned on 1 February 2007) GEEBEE (RZEELF A —HEE) 2/2
Mr. Poon Kwok Hing, Albert & B £@i 5‘6 E
(appointed on 1 February 2007) (RZEZEF-_A—HEZMD 0/0

The Board and the Audit Committee did not have any differences of
opinion during the year ended 31 March 2007.

AUDITORS’ REMUNERATION
For the year ended 31 March 2007, the amount paid to Messrs. Deloitte

Touche Tohmatsu, the auditors of the Company in respect of the audit
and non-audit services provided are as follows:

BE_TTLF-_A=t+—HUFE EFTH
ERZEGUEBEMNER DL

BB &
BE_ZTTZLF=-A=1T—"HILFE B%E

BRI TR AT (AR AZEED) D12
ZEZRIFECREMXNTEZEEMNT:

Amount

(HK$'000)

Type of services fRigsERY -l

(+#71)

Audit Bz 6,000
Non-audit services IEEZ RS

Taxation I8 99

Other services E At AR 14,754

Total: EHR 20,853
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COMPLIANCE WITH THE MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code set out in Appendix 10 of
the Listing Rules as its own code of conduct regarding directors’ securities
transactions (the “Model Code”). Having made specific enquiry by the
Company, all directors have confirmed the compliance with the required
standard set out in the Model Code during the year ended 31 March
2007. The Company has also adopted a code of conduct governing
securities transactions by employees who may possess or have access
to price-sensitive information.

DIRECTORS’ AND AUDITORS’ 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 flows for that period. In
preparing the audited financial statements for the year ended 31 March
2007, the directors have selected suitable accounting policies and applied
them consistently, made judgements and estimates that are prudent, fair
and reasonable and prepared the audited financial statements on a
going concern basis. The directors are also responsible for keeping
proper accounting records which disclose with reasonable 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.

The responsibilities of the auditors to the shareholders are to form an
independent opinion, based on the audit, on those financial statements
and their opinion on the consolidated financial statements of the Group
for the year ended 31 March 2007 is set out in “Independent Auditors
Report” on pages 47 and 48 of the annual report.

INTERNAL CONTROLS

The Board has overall responsibility for maintaining a sound and effective
system of internal control and for reviewing its effectiveness, particularly
in respect of the controls on financial, operational, compliance and risk
management, to achieve the Company’s business strategies and the
Group’s business operations. The Board has adopted an internal control
policy of the Group, which has been developed with a primary objective
of providing general guidance and recommendations on a basic framework
of internal control and risk management. The aim of the Group’s internal
control policy is to provide reasonable, but not absolute, assurance
against material misstatement or loss rather than to eliminate risks of
failure in operational systems and achievement of the objectives of the
Group.
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Management has conducted regular reviews during the year on the
effectiveness of the internal control system covering all material controls
in area of financial and compliance controls, various functions for risks
management as well as physical and information systems security. The
Audit Committee has been reported twice during the year, in conjunction
with key findings identified by the external auditors.

The Company has engaged an independent consultant to perform internal
controls design assessment of certain systems and to prepare a report
(the “Internal Controls Review Report”) to enable the management of the
Company to evaluate and, where appropriate, carry out the recommended
controls procedures of Internal Controls Review Report. The Audit
Committee has reviewed the Internal Controls Review Report.

COMMUNICATION WITH SHAREHOLDERS

The Company is committed to ensure that the Company maintains on-
going dialogue with shareholders to provide them with information
necessary to evaluate the performance of the Company. The primary
communication channel between the Company and its shareholders
includes the publication of interim and annual reports, press releases on
newspapers, annual general meeting and other general meetings, and
the Company’s website.

Separate resolutions are proposed at general meetings on each
substantially separate issue, including the election or re-election of
individual directors. Details of procedure for demanding a poll is included
in all circulars of the Company despatched to the shareholders of the
Company. The Chairman also explains the procedures for demanding
and conducting a poll again at the beginning of the general meeting and
(except where a poll is demanded) reveals how many proxies for and
against have been filed in respect of each resolution. The Company will
engage external scrutineer to count the vote. The poll voting results are
published on the Stock Exchange’s website at www.hkex.com.hk and
on the Company’s website in compliance with the requirements of the
Listing Rules.

The Company has also maintained a website at http://www.hanny.com
which enables shareholders, investors and the general public to have an
open access to the information of the Company. Financial information
and all corporate communications of the Company are made available
on the Company’s website and are updated regularly.
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Report of the Directors
EEEWE

The directors present to the shareholders the annual report on the affairs
of the Company and of the Group together with the audited financial
statements for the year ended 31 March 2007.

PRINCIPAL ACTIVITIES

The Company is an investment holding company and the Group is
principally engaged in trading of securities, property investment and
trading, holding of vessel for sand mining and other strategic investments
including investments in (i) a subsidiary whose shares are listed on the
Australian Securities Exchange and a subsidiary whose shares are traded
on the OTC Bulletin board in the United States of America; (i) associated
companies whose shares are listed on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) or the Singapore Exchange Limited
and (jii) long term convertible notes issued by companies whose shares
are listed on the Stock Exchange. The activities of its principal subsidiaries
and associates are set out in notes 59 and 22 respectively to the
consolidated financial statements.

SIGNIFICANT EVENTS

During the year, the Group has certain significant events. Details of
which are set out in note 2 to the consolidated financial statements.

RESULTS

Details of the results of the Group for the year are set out in the
consolidated income statement on page 49 to 50.
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DIVIDENDS

The directors recommend the payment of a final dividend at the rate of
HK1 cent per share in cash with scrip option payable on or around
Tuesday, 9 October 2007 to all persons registered as holders of shares
of the Company on Monday, 10 September 2007. The Register of
Members will be closed from Friday, 7 September 2007 to Monday, 10
September 2007, both days inclusive.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group spent approximately HK$3.4 million on the
acquisition of property, plant and equipment for the purpose of expanding
the Group’s business. Details of this and other movements in the property,
plant and equipment of the Group during the year are set out in note 19
to the consolidated financial statements.

INVESTMENT PROPERTIES

Details of revaluation of the investment properties of the Group during
the year are set out in note 20 to the consolidated financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during the
year are set out in note 45 to the consolidated financial statements.
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DIRECTORS

The directors of the Company during the year and up to the date of this
report are:

Executive Directors:

Dr. Chan Kwok Keung, Charles (Chairman)
Dr. Yap, Allan (Managing Director)
Mr. Lui Siu Tsuen, Richard (Deputy Managing Director)

Independent Non-executive Directors:

Mr. Yuen Tin Fan, Francis (retired on 1 September 2006)

Mr. Kwok Ka Lap, Alva

Mr. Wong King Lam, Joseph

Mr. Sin Chi Fai (resigned on 1 February 2007)

Mr. Poon Kwok Hing, Albert (@appointed on 1 February 2007)

In accordance with bye-laws 87(2) and 87(3) of the Company’s Bye-
laws, Mr. Lui Siu Tsuen, Richard and Mr. Kwok Ka Lap, Alva will retire
from office by rotation at the forthcoming annual general meeting (‘AGM”).
Mr. Lui and Mr. Kwok, being eligible, will offer themselves for re-election
at the AGM.

In accordance with bye-law 86(2) of the Company’s Bye-laws, Mr. Poon
Kwok Hing, Albert who was appointed during the period from the last
annual general meeting to the date of this report, will retire and, being
eligible, offer himself for re-election at the AGM.

The independent non-executive directors are subject to retirement by
rotation in accordance with the above clauses of the Company’s Bye-
laws.

None of the directors proposed for re-election at the AGM has a service
contract with the Group which is not determinable by the Group within
one year without payment of compensation, other than statutory
compensation.

Ex

REFERBERAREAHR ARG C8ES
="

HITES:

PREDSRIE L+ (£ )
Yap, Allanf§ &= (£ F 44 )
BRREE (Bl EFHwR)

BUIFATES:

RRALEE GA=BRESFIHA —BRAE)
vt
EERALE
RSB A A (G

—ERXH - —0#HIE)
EEEEE (AR

SR kHF A —8HEE)

BARNAZ ARMBIETQ) MSTOIERTE B
KRAEERBETAEBREBRRBFRS
([RERBFAE]) tHERT aLERDBL
EFABRIRBRBERNS LEBEERET

BARBZARARNFES6RGRE N EER
RBFAGEARE A HNHMES 2 EE R
EE BRBERBFRG LERE UTAER
PR #EE (-

BUIIFRTERAK LM ARTF 2 A RARE
R ERE-

BRBERBFAG LBEREEECES HEMR
AEEFENARFABEANHE OXER
EERSN) MR ZRBEE A

Annual Report 2006-2007 4 #

34




Report of the Directors
EFEEHRE

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 March 2007, the interests and short positions of the directors of
the Company in the shares, underlying shares and debentures of the
Company and its associated corporation (within the meaning of Part XV
of the Securities and Futures Ordinance (the “SFQ”)) which (a) were
required to be notified to the Company and 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 Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Codg”), or (b) were required to
be entered in the register kept by the Company pursuant to Section 352
of the SFO, were as follows:

(@ Interests in the shares of the Company

EERRO-EBRRORESZESERAXA

RZBZ+F=ZRA=+—H KRAFAESFNAK
RNEANEEEEER (E&RESFRBEED
([FEHREEERDI]) EXVED) 2 & H - R
i REHFHHER (@R 5 E 5 R BB EIIEXV
MBETRBDH (RERBEESRBEGRIZH
BRI EWRIERE A 2R IRE)
IRBELETRARERETESRXH ZIRETAH
([BEFR]) RASRRAFRIRBIMZ#ER
FORB S (0)RIEE 75 R & 1501 5 3521647
ERAENARAFEZEBLMZERE AR I
T

(@ RARARMZER

Approximate %
of the issued

Number of share
Long position/ Nature shares held in capital of
Name of Director Short position Capacity of interest the Company the Company
BEXAR L NS TRY- )
EEER #E/ KR 5% EEME RHEA REBDAED L
Dr. Chan Kwok Keung, Long position Beneficial owner Personal interest 1,627,697 0.64%
Charles (‘Dr. Chan”) ###& EEHAA BN
(Notes 182) Long position Interest of controlled Corporate interest 169,979,504 67.23%
PR B8 18 corporation
(MBRiEL]) e REANR R NEER
(W321%2)
Dr. Yap, Allan Long position Beneficial owner Personal interest 4,971,956 1.97%
(“Dr. Yap”)
Yap, Allanf§ = e BERBEEAA 5V £
([YapfEL])
Mr. Lui Siu Tsuen, Long position Beneficial owner Personal interest 3,394,858 1.34%
Richard (“Mr. Lui")
BkREE HE ERBEAA BA#ER
(raxsl)
Notes: P32
1. This interest does not include interests in underlying shares of 1. ZEETBEERRBRRANITE T A 2 HER

equity derivatives of the Company. This interest needs to be
aggregated with those set out in sub-paragraph (b) below to
give the total interest of Dr. Chan in the Company.

2. Dr. Chan is deemed to have a corporate interest in 169,979,504
shares of the Company by virtue of his interest in Chinaview
International Limited (“Chinaview”). This interest is detailed and
duplicated with the interests as shown in the paragraph “Interests
and Short Positions of Shareholders discloseable under the SFO”
below.
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B R ERELRARR 2R EE-

2. [ 18 1+ & 7£ Chinaview International Limited
([Chinaview] ) HEE = MR BHEE LD
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Interests in equity derivatives (as defined in the SFO) of the

Company

Convertible Bonds (“Hanny Bonds”)

Long position/

b)) REARABREATETIA(ERRES

kBB &G 2w

LR A (T4 A )

Number of  Approximate %
underlying shares of the issued
(under equity  share capital of

Name of Director ~ Short position Capacity Nature of interest derivatives) held the Company
BARDF
Bwr/ HERBERDHE EBRITRA
EEHE KA 514 EEtE (RARTETAET) BOBEDL
Dr. Chan Long position Beneficial owner Personal interest 315,756 0.12%

RiEL R EnREBA B S
Long position Interest of controlled Corporate interest 11,304,682 4.47%

corporations

HE

YNGR

Interests in associated corporations (as defined in the SFO) of

the Company

(i) Interests in shares of ITC Corporation Limited (“ITC”)

NGIL

) A2EHEBZEE (EEREBHFRBE
iR fp)) Z s

(i)

AL EERARAD ([
)Ry 2 A B

Approximate %

Number of of the issued
Name of  Long position/ ITC ordinary  ordinary share
Director Short position Capacity Nature of interest shares held  capital of ITC
hEH
we/ BFEER CRTEZER
EEgE %R g0 EHMEE EBREE BRABNEI
Dr. Chan  Long position Interest of controlled Corporate interest 642,939,242 34.33%
corporation (Note)
R %) FENR 2B (W) DRkEDS

Note:  Dr. Chan owns the entire interest in Chinaview which in M:x: PR 18 4+ 2 & % A Chinaview
turn owns the entire interest in Galaxyway Investments i Chinaviewfl] 2 & % &
Limited (“Galaxyway”). Dr. Chan was deemed to be Galaxyway Investments
interested in 642,939,242 ITC ordinary shares held by Limited ([ Galaxyway]) ° %
Galaxyway. 8 & 3 R /E X f Galaxyway
FT 4% B 2 642,939,242 12

HEBERPEAEER
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(i Interests in shares of Trasy Gold Ex Limited (“Trasy Gold’) (ii) AR mA R d ([ 2364
|l B A
Approximate %
Number of of the issued
Name of  Long position/ shares held share capital
Director ~ Short position Capacity Nature of interest in Trasy Gold  of Trasy Gold
HEEEH
we/ EEEReR BRITRAK
EEHE KE g0 BHMtE RGEE BABED
Dr.Chan  Long position Interest of controlled Corporate interest 1,568,681,139 56.45%
corporation (Note)

PRE L 59) TN R 2 (W) AREE
Note: The 1,568,681,139 shares in the capital of Trasy Gold Wi 7%1,568,681,1390% £ s & 49
were held by an indirect wholly-owned subsidiary of ITC. R EE s —HEE2E
By virtue of Dr. Chan’s deemed interests in approximately MEAAFE -EREEL
34.33% of the issued ordinary share capital of ITC, Dr. WRIEESEEEBITYR
Chan was deemed to be interested in these shares in R% A% 7K 4934.33% 1 25 - LR
the capital of Trasy Gold. B BRIEREZEE RS

WD 2 s
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(ii)

Interests in Wing On Travel (Holdings) Limited (“Wing On (iii) ARk (32 1) A IR F)
Travel’) ([ gt ]) ZHH
@) Interests in shares of Wing On Travel (a) KGR By Z AR B
Number of
underlying
shares
(unlisted equity ~ Approximate %
Number of derivatives) of the issued
Name of Long position/ shares held in heldin  share capital of
Director Short position ~ Capacity Nature of interest ~ Wing On Travel ~ Wing On Travel ~ Wing On Travel
BHEKZRE
BE ZHBERHHA fhX Rkl
#e/ KEHE  GELmRA EBITRE
BEfE %R L) Bt g GG fIETR) BOEI
Dr. Chan Long position Beneficial owner Personal interest 4,529,800 - 0.74%
RiEt e EEHEAA (VN S
Long position Interest of controlled ~ Corporate interest 135,740,481 - 22.23%
corporation (Note)
e RERRZER REER (32)
Long position Interest of controlled  Corporate interest - 379,746,835 62.19%
corporation (Note)
e RERAZER REER (B3z)
Note: The 11,406,000 shares in the capital of Wing M:x: 3% 11,406,000 k & Ik

On Travel were held by an indirect wholly-owned
subsidiary of ITC. The 124,334,481 shares in
the capital of Wing On Travel were held by a
wholly-owned subsidiary of China Enterprises
Limited (“CEL”) which was indirectly owned as
to approximately 55.22% of the effective equity
interest by Group Dragon Investments Limited
(“GDI”). The Company indirectly held
approximately 98.92% of the issued share capital
of GDI. ITC indirectly held approximately 67.23%
of the issued share capital of the Company and
Dr. Chan directly held approximately 0.64% of
the issued share capital of the Company. CEL
held a convertible exchangeable note in the
principal amount of HK$300,000,000. Upon full
conversion of such convertible exchangeable
note at an initial conversion price of HK$0.79
per share of Wing On Travel (subject to
adjustments), 379,746,835 shares of Wing On
Travel would be issued to CEL. By virtue of Dr.
Chan’s deemed interests in approximately
34.33% of the issued ordinary share capital of
ITC, Dr. Chan was deemed to be interested in
these shares and underlying shares in the capital
of Wing On Travel.

0
EROBESE —BEEE
2EWBRAFE -Z
124,334,481 8% 5k &2 i 5 A%
% B China Enterprises
Limited ([CEL)) —R&%&
M@ AeFH mCEL A&

EREBERAA (B
BE]) MEHEBEHNS522%F
B AR AN E MER
EHEEBHETRAY
98.92% - EHEMEIFEAL
AIE BT A HI67.23% K R
BrEEFBEARRARDET
RY R #70.64% - CEL #8454
%8 /300,000,000 3 7T~ A
HRARBKREBE - ZNL R
BRESRKLTIRER7H0.79
BT (A FHAR) B8 A BZ
A RBARBEEE B
2% 17379,746,835 &K &Ik
AR 1 T CEL - $EMRBRIG T3
BIERAEEDHRITERER
B AN 4934.33% M 25 - HUPR 1B
TR A % ok Rk %
B REMERERG 2w
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EFEEHRE
(b)  Interests in share options of Wing On Travel (b) ARG REBEHMBEMEZIEE
Approximate %
Number of share of the issued
Name of Long position/ Nature of Exercisable options held in  Exercise price  share capital of
Director Short position Capacity interest period Wing On Travel per share  Wing On Travel
HK$
] AR
#e/ KRl BR  EERARE
BEpZ 3-) & BHME TEBE BREHR RE  HOEAL
Dr. Yap Long position Beneficial owner Personal interest 22 June 2006 to 4,000,000 0.728 0.66%
21 June 2008
Yap, L e ERBEEA ENER “ERNE
~RZTZRZ
ZI)\F
~ARZT-R
Mr. Lui Long posttion Beneficial owner Personal interest 22 June 2006 to 4,600,000 0.728 0.75%
21 June 2008
RiE e ERBEAA AR “RERE
~AAZTZHE
ZZTN\E
~R=t-H
Mr. Kwok Ka Long position Beneficial owner Personal interest 22 June 2006 500,000 0.728 0.08%
Lap, Ava to 21 June 2008
PEULE e EREAA AR ZZERE
~AAZTZRE
—ZTN\F
~RZT-H

Save as disclosed above, as at 31 March 2007, none of the directors of
the Company had (a) under Divisions 7 and 8 of Part XV of the SFO, 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 of its associated corporations (within
the meaning of Part XV of the SFO); (b) any interests which are required
to be entered into the register kept by the Company pursuant to Section
352 of the SFO; or (c) any interests which are required to be notified to
the Company and the Stock Exchange pursuant to the Model Code.

SHARE OPTION SCHEMES

Details of the share option schemes of the Company are set out in note
53 to the consolidated financial statements.

ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES
Save as disclosed above, at no time during the year was the Company
or any of its subsidiaries a party to any arrangements to enable the

directors of the Company to acquire benefits by means of the acquisition
of shares in, or debentures, of the Company or any other body corporate.

HANNY HOLDINGS LIMITED $RE£@EAFRE A A

BREXBEEEN R_ETLF=A=1+—
B ARAREZHEQREESF RPEKRIE
XVEBETR8D A RIFEZEFMMEKRIZE
B 5 SR ARAF S E MF R A 2 ) sl B A Al AR B
(E&REFEHRHERGIEXVE) 2B 48
RO KESFTEBEAEEIOAE  O)RE
&7 R B GRPIE3521R R TE AN AR AT
BB E#R R(COREFETRIA
MEARDE R B RPT 2 T #Ease

BRESTS

AARERETE 2 FBEHRGEE M REMN
ST 531F

BERDHESZZH
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DIRECTORS’ INTERESTS IN COMPETING BUSINESS

Interests of directors of the Company in competing businesses during
the year required to be disclosed pursuant to Rule 8.10 of the Listing
Rules were as follows:

EERBERB 2ER

AAREERFANERFES 2 BRIE ETR
B ES 10K EWBENT:

Name of Director

Name of entity the businesses

of which are considered

to compete or likely to compete
with the businesses of the Group

Description of
businesses of the entity
which are considered

to compete or likely

to compete with the
businesses of the Group

Nature of interest of
the director in the entity

H 73R B 5 o] gE £ R EA S A pE B
REBEK REBEKM EENZER
EEER HRFE2ERER s 3 ZEmME
Dr. Chan China Strategic Holdings Property investment and Chairman and chief
Limited (“CSHL”) (Note) development in the PRC executive officer
(Resigned on 16 June 2006)
PR1E L+ hEREEBRQR ([HER]) ERBEREDE TERITAEE
(W) BRENFME (RZBTRF
NATRBEHE)
Dr. Yap CSHL (Note) Property investment and Vice chairman
development in the PRC (Resigned on 16 June 2006)
Yapi® + PR (Hz) ERBEREDE BlERE (R-ZTTRF
RE K% NATRBEHE)
Mr. Lui CSHL (Note) Property investment and Alternate director to
development in the PRC Dr. Yap, vice chairman
(Ceased on 16 June 2006)
|t PR (W) ERBEREDE BlEEYaplB L2 BEES
RE R (RZZEZRFRA+KA

Mr. Wong King Lam,

Grand Field Group Holdings

Property development

THEERYapELZEE
%)

Executive director

Joseph Limited (Note) and trading in the PRC (Appointed on 16 March 2007)
EERARAE BEEEBRAR] RN EYE HITESE (RZEZTLF
(M22) BERER =A+RBEZME)
Note: Such businesses may be made through its subsidiaries, associated Wik REXBAUSBWNBAR BEARSKUE

companies or by way of other forms of investments.

Save as disclosed above, none of the directors nor their respective
associates are interested in any business apart from the Group’s
businesses, which competes or is likely to compete, either directly or

indirectly, with the Group’s businesses.

& N ET

BREXFEEEN MEEFIWESA 2B
BATHRBRAKEXRGUIIN A EERHRE
BFRAELRBEF ZEMER 2w

Annual Report 2006-2007 4 #



Report of the Directors
EFEEHRE

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

No contracts of significance to which the Company or any of its
subsidiaries was a party and in which a director of the Company had a
material interest, whether directly or indirectly, subsisted at the end of the
year or at any time during the year.

INTERESTS AND SHORT POSITIONS OF SHAREHOLDERS
DISCLOSEABLE UNDER THE SFO

So far as is known to the directors of the Company, as at 31 March
2007, the following persons 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:

BEECEREGHNRESR

A R AN AR RIS ) - AR 2 B S B AR
MEBARYETIERNEANGLH RAQRE
ENEERAMERALXEFEAANZIERE
REFHFRPEFRIEATHEZCRREZR

"R

REARBEZHMAN R_EZ+F=A=1+—
B THALTRARR RN HBEBRNDTEE
RIEE SR HERIIEXVEFE 2R 37 #BIEX
MARARBREZRBIAR AREEFES
REERDIFIBOHRERBNARBFEL
Btz @msoRe:

Number of

underlying shares  Approximate % of

Number of (unlisted equity the issued
Name of Long position/ shares of derivatives of share capital of
Shareholders Note  Short position Capacity the Company held  the Company) held the Company
HEHERS
YR (K07 L NG
BEARAT FEMRAK BITRAK
RRER Wi HR/RER 54 Ro#R fT&ETH) BOED
Ms. Ng Yuen Lan, Macy 1 Long position Interest of spouse 169,979,504 - 67.23%
iital ket A B EER
Long position Interest of spouse - 11,304,682 4.47%
e B E#ER
Long position Interest of spouse 1,627,697 - 0.64%
e B EER
Long position Interest of spouse - 315,756 0.12%
e B EER
Dr. Chan 1 Long position Interest of controlled 169,979,504 - 67.23%
corporation
3 A RERFZER
Long position Interest of controlled - 11,304,682 4.47%
corporations
A BRI #R
Long position Beneficial owner 1,627,697 - 0.64%
e ERlEBEA
Long position Beneficial owner - 315,756 0.12%

e EaBBA
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Number of
underlying shares

Approximate % of

Number of (unlisted equity the issued
Name of Long position/ shares of derivatives of share capital of
Shareholders Note  Short position Capacity the Company held  the Company) held the Company
BREBER®G
YE (X2 F HAARE
HEALT FLEmRA BITRA
RRERE Wi HE/ KR 514 RIEE fTETR) L F =R
Chinaview 1 Long position Interest of controlled 169,979,504 - 67.23%
corporation
Chinaview e REARER
Long position Interest of controlled - 11,304,682 4.47%
corporations
HeE RERAZER
Galaxyway 1 Long position Interest of controlled 169,979,504 - 67.23%
corporation
Galaxyway HE RERRZER
Long position Interest of controlled - 11,304,682 4.47%
corporations
HeE RERAZER
ITC 1 Long position Interest of controlled 169,979,504 - 67.23%
corporation
mE HE RERAZER
Long position Interest of controlled - 11,304,682 4.47%
corporations
HeE RERAZER
ITC Investment Holdings 1 Long position Interest of controlled 169,979,504 - 67.23%
Limited (“ITC Investment”) corporation
ITC Investment Holdings e REREER
Limited (ITC Investment”)
Long position Interest of controlled - 11,304,682 4.47%
corporations
HeE RERAZER
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Number of
underlying shares

Approximate % of

Number of (unlisted equity the issued
Name of Long position/ shares of derivatives of share capital of
Shareholders Note  Short position Capacity the Company held  the Company) held the Company
HERERSD
NN EARAE
HEALH FEmRAE BITRA
RRARE Wi HE/ AR 3] RIPEE FTETR) BOBD
Mankar Assets Limited 1 Long position Interest of controlled 169,979,504 - 67.23%
(“Mankar”) corporation
Mankar Assets Limited HE REAR L ER
(‘Mankar”)
Long position Interest of controlled - 641,762 0.25%
corporation
HeE RERA#R
Famex Investment Limited 1 Long position Beneficial owner 169,979,504 - 67.23%
(“Famex”)
HERREARRA HeE BRERA
(TEA])
Long position Beneficial owner - 641,762 0.25%
HeE ERBERA
Taifook Securities Group 2 Long position Interest of controlled 50,000,000 - 19.78%
Limited corporation
ABEFEEERAF HeE RERA#R
Taifook (BVI) Limited 2 Long position Interest of controlled 50,000,000 - 19.78%
corporation
Taifook (BVI) Limited 8 RERRZER
Taifook Finance Company 2 Long position Interest of controlled 50,000,000 - 19.78%
Limited corporation
AR BEEFRAF HeE RERA#R
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Number of

underlying shares  Approximate % of

Number of (unlisted equity the issued
Name of Long position/ shares of derivatives of share capital of
Shareholders Note  Short position Capacity the Company held the Company) held the Company
HERERSD
NN HAARE
BFEALT FLEmRAE BITRA
RRARE Wi HE/ AR 3] RO#E FfTETH) L F =R
Taifook Securities 2 Long position Beneficial owner 50,000,000 - 19.78%
Company Limited
(“Taifook Securities”)
ARBAREEER AT He ERBEBA
([K1BEH])
Notes: P32

1.

Hollyfield Group Limited (“Hollyfield”), a wholly-owned subsidiary of ITC
Investment, owns 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 wholly-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, ITC Investment, ITC, Galaxyway, Chinaview,
Dr. Chan and Ms. Ng Yuen Lan, Macy are deemed to be interested in
169,979,504 shares of the Company and 641,762 Underlying Shares
held by Famex. ITC Investment, ITC, Galaxyway, Chinaview, Dr. Chan
and Ms. Ng Yuen Lan, Macy are deemed to be interested in 10,662,920
Underlying Shares held by Hollyfield. Ms. Ng Yuen Lan, Macy is also
deemed to be interested in 1,627,697 shares of the Company and
315,756 Underlying Shares held by Dr. Chan.

ITC, through Hollyfield and Famex, also holds the Hanny Bonds with face
value of HK$95,966,280 and HK$5,775,870 respectively. Upon full
conversion of the Hanny Bonds at an initial conversion price of HK$9.0
per shares (subject to adjustments), 10,662,920 shares of the Company
and 641,762 shares of the Company will be issued to Hollyfield and
Famex respectively. Dr. Chan holds the Hanny Bonds with face value of
HK$2,841,810. Upon full conversion of the Hanny Bonds at an initial
conversion price of HK$9.0 per share (subject to adjustments), 315,756
shares of the Company will be issued to Dr. Chan.

On 30 March 2007, a placing agreement was entered into between the
Company and Taifook Securities, pursuant to which Taifook Securities
agreed to place 50,000,000 new shares of the Company at the price of
HK$3.40 per share on a fully-underwritten basis to not less than six
placees who are independent third parties. On 11 April 2007, a termination
agreement was entered into between the Company and Taifook Securities
to terminate the aforesaid placing agreement.

Hollyfield Group Limited ( [Hollyfield] ) (&
ITC InvestmentZz 2 &M B A R)) A (53
ETARASTETAEME) 10,662,92008 A A
AIAEEERR D (THEERH 1) - & B & Mankar
2 2B WE QA >Mankar&ITC Investment
22 E&WBAR MITC Investment Bl &A1&
¥z 2 &M B AT - Chinaview 2 2 & M B
‘A AlGalaxyway H A EHFE BT EBRRKRAR
=% 2 — AL -BR1E L % B Chinaview & Zf
ERTRA-ABE LT ARELT 260 B
Mankar  ITC Investment ~ &% Galaxyway -
Chinaview * FRIE = R HIE Z TH KR ABHR
169,979,504 AR AR KB EEKIFA
641,762 B 1D P B # % - ITC
Investment ~ 2% Galaxyway * Chinaview * f&
8+ & 050 2 3R AR Hollyfield £ 8
210,662,920 AR 48 B8 A% 17 ¥ B 4 55 o (L 150
BMZTIERAERRELEE 21,627,697
PR AR B 1D & 315,756 B FARERR (D R kA
Mo

ERIEBHollyfield Rk ERIFEEED B A
95,966,280 7T ] 5,775,870 7T 2 8 M &
FoRIBEERIZY T L IBLEZRR%N .05
T(AIFTHAE)BEHLBE & H
10,662,920/ 2N 2 Bl I8 19 2 641,762 A 1
AR D 15 9 B3 1T F Hollyfield & H & - BR1E
THEHAEEA2,841,8108 T 2 EESF R
IBEES RS K RESREH .08 T (7]
FHR) BB A RE 6 H£315, 756 AR
AR BT T RIS Lo

RIBEH+HE=ZA=+RH ARABEKEE
FRIMRE RS B KEEHFRENEH
BEAR AEK3.40E THER ARDR
NBIES B =5 2 &R A B2 550,000,000
EARBFR - R_EZTLFNWA+—H &
NEIEAREELFFT IR IEHH#H AR IE it
e & a5 o
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Save as disclosed above, as at 31 March 2007, there was no other
person (other than the directors) 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.

MAJOR CUSTOMERS AND SUPPLIERS
For the year ended 31 March 2007:

(i) The Group’s largest customer and five largest customers
accounted for approximately 13.0% and 37.6% respectively of
the Group’s total turnover.

(ii) The Group’s largest supplier and five largest suppliers accounted
for approximately 26.3% and 85.1% respectively of the Group’s
total purchases (not including purchases of items which are of
capital nature).

So far as the directors are aware, none of the directors, their associates
or any shareholders who owned more than 5% of the Company’s share
capital had any interests in the five largest customers or suppliers of the
Group.

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

During the year ended 31 March 2007, there were no purchases, sales
or redemptions by the Company, or any of its subsidiaries, of the
Company’s listed shares.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Bye-laws, or the laws of Bermuda which would oblige the Company to
offer new shares on a pro-rata basis to existing shareholders.

CORPORATE GOVERNANCE
Information on Corporate Governance Practices adopted by the Company

is set out in the Corporate Governance Report on pages 23 to 31 of the
Annual Report.
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FREEEFIEBEREHANRARAFTEZ
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TREFRHEER
BE_ZTLF-_A=t-HLHFE:
(i) AEBZEREFPRARERP D AIKME

REBEEETE213.0%K%37.6% °

(ii) AEEBZHRAEER R AKXNEERES 5
HEREBBRBEESE (TEEBEANK
B EMRE) 226.83%885.1% °
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SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of the directors, as at the date of this report, the
Company has maintained sufficient public float as required under the
Rules Governing the Listing of Securities on the Stock Exchange.

POST BALANCE SHEET EVENTS

Details of the significant post balance sheet events are set out in note 57
to the consolidated financial statements.

AUDITORS

A resolution will be proposed at the AGM to re-appoint Messrs. Deloitte
Touche Tohmatsu as auditors of the Company.

On behalf of the Board

Dr. Chan Kwok Keung, Charles
Chairman

Hong Kong, 27 July 2007
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Independent Auditor’s Report
J8 3 Az BREm ¥R

Deloitte.
=2)

TO THE MEMBERS OF HANNY HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Hanny Holdings
Limited (the “Company”) and its subsidiaries (collectively referred to as
the “Group”) set out on pages 49 to 150, which comprise the consolidated
balance sheet as at 31 March 2007, and the consolidated income
statement, the consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended, and a summary
of significant accounting policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation and
the true and fair presentation of these consolidated financial statements
in accordance with Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public Accountants and the disclosure
requirements of the Hong Kong Companies Ordinance. This responsibility
includes designing, implementing and maintaining internal control relevant
1o the preparation and the true and fair presentation of the consolidated
financial statements that are free from material misstatement, whether
due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the
circumstances.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you,
as a body, in accordance with Section 90 of the Bermuda Companies
Act and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report. We
conducted our audit in accordance with Hong Kong Standards on Auditing
issued by the Hong Kong Institute of Certified Public Accountants. Those
standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance as to whether the
consolidated financial statements are free from material misstatement.
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s
preparation and true and fair presentation of the consolidated financial
statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well
as evaluating the overall presentation of the consolidated financial
statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Group as at 31 March 2007 and of the
Group’s profit and cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements of the Hong
Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

27 July 2007
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Consolidated Income Statement
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For the year ended 31 March 2007 # 2 = R R Lt = A =+ — Bk F &

2007 2006
NOTES HK$’000 HK$000
—ZEELF ZTEEXRF
2z FEL T # T
Continuing operations BELSEEK
Revenue O 7 178,002 316,638
Cost of sales $HE B AR (121,074) (278,353)
Gross profit EF 56,928 38,285
Other income H At g A 9 155,674 73,272
Distribution and selling expenses DHERHEERAY (22) (2,339)
Administrative expenses THAX (98,543) (111,342)
Finance costs MBER 10 (83,384) (63,466)
Change in fair value of conversion options 7] X3 Z iR A E 2
embedded in convertible notes ARMEZ A TEES (187,131) 114,048
Change in fair value of conversion il ) AN Id
options embedded in convertible note ARBMBERRNEZ
receivable from an associate HiE 2 NP EEH (18,396) -
Change in fair value of convertible notes 5§ E A FEYI BRI 5F A
designated at fair value through BaRkANZHBRERY
profit or loss NEEEE 16,816 =
Change in fair value of investment properties & & ¥ % 2 N F{HE &) 2,642 =
Net unrealized gain on investments FEHEREZ
held for trading RER W FRE 9,657 43,313
Discount on acquisition of subsidiaries Ue BB BT BB A R T AR 48 132,462 =
Impairment loss on goodwill e ZREEE (6,621) =
Impairment loss on club debentures EMESFZREEE (95) (778)
Impairment loss on AHEEREREERE
available-for-sale investments (45,751) (49,845)
Impairment loss on trademark licenses PR T 7] 58 2 R EE B - (164,667)
Net gain on disposal of subsidiaries HEMB AR REE D
and associates 2 W R 11 6,441 921
Share of results of associates NS 35,356 (21,494)
Loss before income tax B BT 1S B A& 18 (23,967) (144,092)
Income tax expense s 12 (32,457) (4,331)
Loss for the year from continuing operations #3548 48 ‘& ¥ 7§ 2 N4F [ 518 (56,424) (148,423)
Discontinued operations FEIFEEK
Profit for the year from discontinued ERFBEER 2
operations N [Z i A 13 1,517,926 52,419
Profit (loss) for the year REZmF (BE) 15 1,461,502 (96,004)
Attributable to: FE1E :
Equity holders of the Company RARIREREA 527,080 8,915
Minority interests DBUR R 934,422 (104,919)
1,461,502 (96,004)
Distributions DIk 17 27,655 22,463

HANNY HOLDINGS LIMITED &£ @EEF R A A




2007 2006
NOTE HK$’000 HK$’000
—ZEELF —TEREF
T 22 THET T#H T
Earnings (loss) per share &7 (E8) 18
From continuing and discontinued REFBEKER
operations IS EETK
— Basic —EAR HK19.32 centsi& il HK0.36 centi# lli
— Diluted —EE HK15.16 centsi#{l HK0.35 centi& 1l
From continuing operations REFELEFER
- Basic —EK HK(4.06) centsi& il HK(0.76) centi& Ll
— Diluted —#E HK(4.06) centsi& 1l HK(0.76) centi& Il
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Consolidated Balance Sheet

HANNY HOLDINGS LIMITED &£ @EEF R A A

- At 31 March 2007 » =~ R X =H =+ —8
2007 2006
NOTES HK$’000 HK$’000
—EELHF —EETRF
2z FHEL T HE AL
NON-CURRENT ASSETS FRBEE
Property, plant and equipment I ERY TS 19 133,789 38,567
Investment properties "EYHE 20 146,000 133,000
Goodwill BES 21 - 6,621
Interests in associates il RN e 22 875,614 616,871
Loans to associates ETHENRIER 23 - 1,331
Available-for-sale investments Al EERE 24 995,696 534,045
Deposits for acquisition of WERRAKE 2 RS
long-term investments 25 145,000 190,175
Deposit paid for acquisition of subsidiaries WEEHB AR 2 EftiEE 26 50,000 =
Conversion options embedded A HRER 2 Wik
in convertible notes 27 52,070 231,509
Convertible note receivable from FEU & ARl 2 ] LR TR
an associate 28 241,450 -
Conversion options embedded FEUE & N B A B E R
in convertible note receivable from 2 e
an associate 28 44,642 -
Deposits for acquisition of interests WIBMEFRRIES
in properties 29 58,830 -
Club debentures &S 3,500 3,595
Deferred tax assets FEIETIE & B 47 1,464 =
2,748,055 1,755,714
CURRENT ASSETS MENEE
Inventories rE 30 107 8,553
Other asset H & & 31 229,288 -
Trade and other receivables B 5 I H th & W RIR 32 389,173 59,730
Available-for-sale investments AHHERE 24 - 73,500
Investments held for trading RBIEEERE 33 598,748 421,997
Deposits paid for acquisition of investments YEEF/EE BIRE 2
held for trading [=ENEi & 34 73,289 =
Convertible notes designated at fair value & A FExH A8 2
through profit or loss A HBMERE 35 122,549 =
Short-term loans receivable FE UG BB 5k 36 308,549 20,162
Short-term loans receivable from [ERBREERRZ
related companies MEER 36 - 159,559
Margin loan receivables FEWFFRE K 37 2,813 18,680
Loans to associates LTEERRIER 23 372,072 2,623
Tax recoverable AR O B 18 1,438 923
Pledged bank deposit BHEIIRITFER 38 - 19,966
Bank balances and cash IRITEHRERE 39 161,626 6,514
2,259,652 792,207
Assets classified as held for sale DEARBEHEEE 14 - 1,645,259
2,259,652 2,437,466




2007 2006
NOTES HK$’000 HK$’OOO
—EELHF —EERF
W3z T # T T # T
CURRENT LIABILITIES REEE
Trade and other payables B 5 I H fth fE 1 5UE 40 90,723 358,856
Margin loan payables ERFERER 37 6,377 153
Amounts due to related companies B EBENR ZKIEA 41 162,817 =
Amount due to ultimate holding company &~ B £R$E i% A ] Zm 42 169,757 =
Bills payable NS 37 - 422
Tax payable FERTREIR 63,977 33,264
Borrowings — due within one year B — —F R E 43 514,650 591,629
Bank overdrafts RITES 44 21,006 33,187
1,029,307 1,017,511
Liabilities directly associated with assets ~ DB BB IFHEEEY
classified as held for sale BEXABEEE 14 - 854,328
1,029,307 1,871,839
NET CURRENT ASSETS REBEEFE 1,230,345 565,627
TOTAL ASSETS LESS EEHABERRBERE
CURRENT LIABILITIES 3,978,400 2,321,341
CAPITAL AND RESERVES EXRR#HE
Share capital &N 45 2,528 2,372
Reserves Gk 2,489,962 1,866,517
Equity attributable to equity holders RARIREREA
of the Company FEAE AR AN HE 2 2,492,490 1,868,889
Minority interests DER R E S 706,622 350,434
TOTAL EQUITY ML 3,199,112 2,219,323
NON-CURRENT LIABILITIES ERBERE
Borrowings — due after one year B ——F &3 43 83,700 95,693
Convertible loan notes AR ERER 46 659,341 =
Deferred tax liabilities EEHIEAE 47 36,247 6,325
779,288 102,018
3,978,400 2,321,341

The financial statements on pages 49 to 150 were approved and
authorized for issue by the Board of Directors on 27 July 2007 and are

EFepR 2 +F AT HtHMLAERRK
T EA9B EF 1508 2 M RKR > WA A

signed on its behalf by: TEERKXFESE
DR. CHAN KWOK KEUNG, CHARLES DR. YAP, ALLAN
CHAIRMAN MANAGING DIRECTOR
PREI R 1E + YAP, ALLANE +
Wi FEMug
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Consolidated Statement of Changes in Equity
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For the year ended 31 March 2007 # 2 = R R Lt = A =+ — Bk F &

Attributable to equity holders of the Company

KRARERE AELE
Convertible Currency Capital  Investment
Share Share loan notes Contributed ~ translation  redemption  revaluation Other Revaluation  Retained Minority Total
capital  premium reserve surplus reserve reserve  reserves  reserves reserve profits Total interest equity
HK$'000  HK$000  HKS000  HK$'000  HK$000  HKB000  HK$000  HK$000  HK$000  HK$000  HK$000  HK$'000  HK$'000
(note b) (note a)
TRRER E# X RE SRR
RE ROGGE FERE EBERER JREE FORE EHRE AtEBE EREE  RSEA fit En K28
TEL TEL TEL TEL TEL T#L T#L T#EL T#EL T#L TEL TEL TEL
(B 3zb) (H #a)
At 1 April 2005 RZZEREMA-A 2236 217,567 - 1448202 26,770 592 = 4,149 - 163052 1,862,568 449617 2312175
Currency realignment HMERE - - - - (739) - - - - - (739) 4,897 4,158
Share of reserves of associate EEBEARGRE - - - - = = (642) 8,246 = = 7,604 = 7,604
Fair value change in AHEEREL
avalable-for-sale investments ATEZE - - - - - - (31,8%) - - - (31,85) - (31,85%)
Net income (expense) recognized BRI RAERHER 2
directly in equity WA (i) 38 - - - - (739) - (3249 8,246 - - (99 4807 (20,004)
Arising on acquisition of interest ~ E—FIHBAF
in a subsidlary ERBEE - - - - - - - - - - - 559 559
Realized on disposal of subsidiaries {t\& K B2 FIBEH = = = = 569 = = = = = 569 280 849
Realized on disposal of HE-RBEAAH
an associate 23 - - - - - - - (2,463) - - (2,463) - (2,463)
(Loss) profit for the year AR (BR) EH = = = = = - - - - 8915 8915 (104919  (96,004)
Total recognized income and AEEERARAR
expense for the year Fx 2R = = = = (170) - (3249 5,783 = 8916 (17970)  (99.183) (117,159
Issue of shares Bk 100 34050 - - - - - - - - 34150 - 34150
Issue of shares upon scrip diidend  EFTIARR SR % 12578 - - - - - - - - 1261 - 1261
Distrbutions Ak - = = = = = = = N I - 2489
At 31 March 2006 RZZENE
=R=1-H 2372 264,185 - 1448202 26,600 592 (82,498 9,982 - 149504 1868889 350434 2,219,323
Currency realignment INERE - - - - 14,795 - - - - - 14,795 (1924) 12871
Share of reserves of associate  [E(EBENAIRE - - - - 4,408 - - 2,740 - - 7,148 - 7,148
Revaluation increase on acquisition &8 — B 42\ &
of adtional interest in EaBEHEM
an associate - - - - - - - - 27,828 - 27,828 - 27,828
Fair value change in AfHERE L
avallable-for-sale investments ATERE = - - - - - @13 - - - W2 - w2
Net income (expense) recognized B R RAE R #R
directly in equity WA (i) 58 - - - - 19208 - W 2740 27828 - 2,540 (1,924) 616
Impaiment loss on AfHERE L
available-for-sale investments HEBE - - - - - - 13,120 - - - 13,120 = 13,120
Realized on disposal of HEHBEARRER
subsidaries - - - - M) - - - - - MY (9795 (5239
Realized on disposal of associates  (HEBE N RIBER - - - - (450) - - (2,069) - - 2,519 - 2,519
Profit for the year REERT = = = = = = = - - 527080 527,080 934422 1,461,502
Total recognized income and AEFERARAR
expense for the year R = = - - 13310 - i) 671 27828 527080 G478 912703 1447481
Issue of shares for GDI Offer FRRERERORN 9 38,63 - - - - - - - - 373 - 3873
Issue of shares upon scrip dividend 317 IABRA B R {7 24 8,253 - - - - - - - - 8,277 - 8,277
Issue of shares upon exercise of {1 {ERERIER 211/
share options 33 9,681 - - - - - - - - 9,714 - 9714
Recognition of equity components A LAEHZE 2
of convertible loan notes Eafs - - 59552 - - - - - - - 59552 - 5952
Distibutions AR = = = = = = = = - e (165) )
Avising on acquisttion of WEHBARBES
subsidiaries - - - - - - - - - - - 331416 331416
Dividend paid to minortty ANBARDEBRE
shareholders of subsidiaries THRE - - - - - - - - - - - (887,931)  (887,931)
Conversion of convertible loan ~~ HEABEEHZH
notes - 224 02 - - - - - - - 202 - 202
At 31 March 2007 RZE5LE
=A=t-H 2528 320,977 59,530 1,448,202 39,910 592 (66,609) 10,603 27828 648929 2492490 706,622 3,199,112
HANNY HOLDINGS LIMITED #REEEAFR A A



Consolidated Statement of Changes in Equity
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For the year ended 31 March 2007 # £ = R R kS = A =+ — B 1L 5 &

Notes:

@)

)

Other reserves represent share option reserves and statutory reserve of
the Group’s associates shared by the Group.

The contributed surplus of the Company at the respective balance sheet
date represented:

(0} the credit arising from the transfer of the share premium account
of the Company as at 20 February 1998 and 19 February 2003
to the contributed surplus account of the Company;

(i) the credit arising from the reduction of the nominal value of the
shares of the Company in 1999 and 2003; and

(iii) a balance as reduced by amounts transferred to the deficit
account to eliminate the deficit of the Group as at 31 January
2000, 31 January 2001, 20 March 2003 and 31 March 2005.
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B EEE R
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Consolidated Cash Flow Statement
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For the year ended 31 March 2007 # 2 = R R Lt = A =+ — Bk F &

2007 2006
NOTES HK$’000 HK$000
—EELF —ETERF
T 2% F#H T T &
OPERATING ACTIVITIES REXH
Profit (loss) for the year FERM (&) 1,461,502 (96,004)
Income tax expense from o 45 40 A B 3
continuing operations FTiS#iF 2 12 32,457 4,331
Income tax (credit) expense from R BRETEAEM
discontinued operations (F%) AX 12 (26,235) 49,338
1,467,724 (42,335)
Adjustments for: I
Gain on disposal of subsidiaries STAEREEBZ
included in profit for the year from N JZ 0 A A
discontinued operations HE KB A A Yk 13 (1,526,346) =
Interest income A B WA (116,202) (44,398)
Finance costs MK%ER 84,051 75,894
Change in fair value of conversion options ~ A] 32 Z /R (N 7E 2 7]
embedded in convertible notes HiggE s N EES 187,131 (114,048)
Change in fair value of conversion FENL — 1B & A R] 2 Al A
options embedded in convertible note EBRPRNE LR
receivable from an associate Z AT EE 18,396 -
Change in fair value of convertible notes 8§ E IR A FEFIERI T A
designated at fair value through BmikA A iR
profit or loss EBATFEEY (16,816) =
Share of results of associates N | (35,356) 21,494
Impairment loss on club debentures MBS ZRBERRE 95 778
Impairment loss on trademark licenses RIEF A 2R EEE - 164,667
Impairment loss on goodwill Bz R EEBE 6,621 =
Impairment loss on available-for-sale AEHEREREREE
investments 45,751 49,845
Net gain on disposal of subsidiaries HEMB AR R E QA
and associates 2 W F R 11 (6,441) (921)
Net unrealized gain on investments FREHEREZ
held for trading RER W F5E (9,657) (43,313)
Change in fair value of investment properties & & ¥ % 2 A FEE 5 (2,642) =
Discount on acquisition of subsidiaries WEKH B AR ZITE (132,462) -
Allowance for margin loan receivables BT REEE - 4,922
Amortization of intangible assets | EEE - 806
Allowance for slow moving and HHRRETEEME
obsolete inventories - 75,732
Allowance for loans to associates B & N 7 B FREE 1,331 =
Allowance for bad and doubtful debts RIEZER%ERE 11,877 16,672
Depreciation of property, M KB REEBITE
plant and equipment 13,644 13,804
(Reversal of) allowance FENE K (E15) %
for loans receivables (5,725) 11,542
(Gain) loss on disposal of property, HEME B REE
plant and equipment (YWz=) BB (13,472) 2,736

HANNY HOLDINGS LIMITED &£ @EEF R A A




2007 2006

NOTES HK$°000 HK$'000
—ZEELF ZETRF
W32 T & T T#HE T
Operating cash flows before movements Kt & BEE S EFH 2
in working capital KEREME (28,498) 193,877
Decrease in other asset H & ER D - 108,000
Decrease (increass) in inventories FEERD (Em) 24,576 (113,068)
Decrease (increase) in trade and B 5 K H th U
other receivables SRIER A (3E0) 62,333 (70,193)
Increase in investments held for trading FHEEEIRE LN (167,094) (214,890)
Increase in deposits paid for acquisition of W IEE BRE
investments held for trading SRRl (73,289) =
Increase in convertible notes designated 1§ E & A FEHI BRI FF A
at fair value through profit or loss BamR A2 0] HIRERIE N (100,000) =
Decrease in margin loan receivables W TR E TR 15,867 9,945
(Decrease) increase in trade and B 5 & Hfth FE 1 FUIE
other payables O A) 1 (283,214) 46,790
Increase (decrease) in margin loan payables [& 1t & & 38 hn Cl2) 6,224 (100)
Decrease in bills payable FERTEF R A (422) (3,222)
Cash used in operations KEXBER RS (543,517) (42,861)
Interest and finance charges paid Mo h B R %E A (52,105) (59,891)
Overseas tax paid e B INEIIE - (182,172)
Hong Kong Profits Tax paid T RHEBFER (852) (662)
NET CASH USED IN REXBHAZRE
OPERATING ACTIVITIES (596,474) (235,586)
INVESTING ACTIVITIES REEK
Repayment of short-term loan receivables {818 58 5 fE U & 3k 499,512 234,543
Decrease in pledged bank deposits EEARITFFORLD 19,966 48
Interest received WEZ R B 55,680 40,573
Disposal of subsidiaries &K B AT 49 1,993,810 2,819
Proceeds from disposal of property, HEWE s Rk
plant and equipment HAEPTISRIR 36,224 365
Increase in short-term loans receivable JE W55 HA B SR8 AN (443,487) (31,802)
Acquisition of associates W B Bt N ) - (24,123)
Purchase of property, plant and equipment B 5 ¥ % - #428 & 2% & (3,435) (15,470)
Additions to investment properties NEREWME (10,358) =
Acquisition of available-for-sale investments U B 7] £ $5 E R & (88,361) (33,176)
Repayment of short-term loans receivable & U 8 B 2 &) 52 Bf
from related companies ERERE - 131,693
Dividend received from an associate L&A= WNEI L §S - 1,642
Increase in short-term loans receivable from & Ug — &1 B8 B 2 =152 28
related companies B FRIE - (92,324)
Proceeds from disposal of associates EHE AR TS RUE 26,194 1,750
Refunds for deposits paid for acquisition of 3R i& U i & Hi1Z &
long-term investments BEffiRE 155,175 =
Deposits paid for acquisition of WERRAKRESZIES
long-term investments (110,000) (155,175)
Deposits paid for acquisitions of subsidiaries U4z B& i B A 5147212 & (50,000) =
Advance to associates BEASUNGIEE (485,031) (4,166)
Repayment from associates & NEER 279,651 =
Acquisition of subsidiaries W B B 8 A &) 48 68,224 (42,389)
Redemption of unlisted debt securities BRI FMEKES - 12,000
Purchase of convertible notes AN RBER (289,000) (650,000)
NET CASH FROM (USED IN) REXBEEX (BRA) 2
INVESTING ACTIVITIES REFE 1,654,764 (623,292)
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For the year ended 31 March 2007 # 2 = R R Lt = A =+ — Bk F &

2007 2006
HK$’000 HK$’000
—EELF —EERE
T #H T T #H T
FINANCING ACTIVITIES A& K
Bank loans raised FTILIRITE R - 976,527
Other loans raised HTE E qth B X 865,065 783,000
Proceeds from issue of shares BEITRRD TS R 9,714 34,150
Repayments to related companies EEBEQRNIA (228,555) =
Advance from ultimate holding company S 4 3E A% A B B3R 757 =
Dividends paid to minority shareholders B LERERE (887,931) =
Repayments of bank borrowings EERITER (91,155) (855,136)
Repayments of other loans EEEMER (565,066) (384,241)
Repayments of obligations under EERMEROAE
finance leases (130) (462)
Dividends paid EKRE (19,378) (9,850)
NET CASH (USED IN) FROM MEXK (BA)EEZ
FINANCING ACTIVITIES BT (916,679) 543,988
NET INCREASE (DECREASE) IN CASH REeERBEESEHEM
AND CASH EQUIVALENTS OR2) F8 141,611 (314,890)
CASH AND CASH EQUIVALENTS FAzREeRBECEE
AT BEGINNING OF THE YEAR (657) 312,625
EFFECT OF FOREIGN EXCHANGE RATE E X8 222
CHANGES (334) 1,608
CASH AND CASH EQUIVALENTS ERZRERESEEE
AT END OF THE YEAR 140,620 (657)
ANALYSIS OF THE BALANCES OF BHEPREEHERZDN
CASH AND CASH EQUIVALENTS
Bank balances and cash RITEFERERES 161,626 6,514
Bank overdrafts RITEX (21,006) (33,187)
Bank balances and cash classified DEEABAREEEE Y
as assets held for sale SRIEEEERES - 26,016
140,620 (657)
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GENERAL

The Company was incorporated in Bermuda on 3 September
1991 as an exempted company with limited liability under the
Companies Act 1981 of Bermuda (as amended) and its shares
are listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). As at 31 March 2007, the ultimate holding
company of the Company is ITC Corporation Limited, a company
are also listed its shares on the Stock Exchange. The address of
the registered office of the Company is Clarendon House, 2 Church
Street, Hamilton HM 11, Bermuda and the address of the principal
place of business of the Company is 31st Floor, Bank of America
Tower, 12 Harcourt Road, Central, Hong Kong.

The financial information are presented in Hong Kong dollars,
which is also the functional currency of the Company.

SIGNIFICANT EVENTS
During the year, the Group had the following significant events:

(i) Discontinued operation of trading of computer related
products under the trade name of “Memorex®”

On 19 January 2006, the Group, through its non-wholly
owned subsidiary, Memorex International Inc. (the “MII”),
entered into agreements (the “Disposal Agreement”) with
Imation Corp. (“Imation”), a company listed on the New
York Stock Exchange, to dispose of (i) Mll's entire interest
in Hanny Magnetics Europe Limited, Memorex Canada
Ltd., Memorex Products Europe Limited, Memorex
Products S.A.S., Memorex Products GmbH, Memorex
Products (Taiwan) Inc. and Memorex Products, Inc. (the
“Disposed Companies”); and (i) MllI’s trademark license
and other assets relating to the trading of computer related
product business under the trade name “Memorex®”,
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 MIl and the Disposed Companies (the
“Disposed Business”).

—RER

RABR—NAWN—FNhA=ZBEERE
BEBRE - NAN—F28FE (KE
)RR ARENGFEMAL E
ROREBBEXSFER DA ([H
REF) E-R=ZEE+F=A=1+—
B AAGHNREIERA B BEEDSE
SEABERARZARBKRMD INERER
FrEm-ApraZdfifisE 2t &
Clarendon House, 2 Church Street,
Hamilton HM 11, Bermuda * M E &2 &
BN AT AR REBREBE125
FERRITHO31E

MBREETEI MBTNAEA
Az R

EEEH
FR-AEEFUATEEZESRE:

(i) 5 A % 78 [ Memorex®| 2 & i
HEERE S ZEBER

RZZBEERF—A+TNA E£&
EZREFZ2EWE QA
Memorex International Inc.
( I'MIlJ ) 8 Imation Corp.
([mation]) (—ME R4 7E 5
RGMEMZRAR)FTMHE
([HE®BZ]) HEOGMIFFFE
Z Hanny Magnetics Europe
Limited ~ Memorex Canada Ltd. -
Memorex Products Europe
Limited * Memorex Products
S.A.S. » Memorex Products
GmbH ~ EIH BRIERHER A
Al X Memorex Products, Inc.
(THERARA]) 22ahkEm: Kii)
Ml 75 12 5T 7 & K E b 7 A &
78 & [Memorex®] 2 E S HARE &=
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W EE R R AR
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SIGNIFICANT EVENTS (Continued)

U)

Discontinued operation of trading of computer related
products under the trade name of “Memorex®”
(Continued)

Pursuant to 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 31 March 2006 and the
related assets and liabilities of Disposed Business were
classified as assets held for sale and liabilities directly
associated with assets classified as held for sale
respectively as at 31 March 2006. Pursuant to the Disposal
Agreement, the Group was also required to transfer and
assign the trading of consumer electronic product business
to Imation upon the completion of the Disposal Agreement
and accordingly, the trading of consumer electronic
product business was also classified as discontinued
operations. The disposal were completed on 28 April 2006.
Details of these are set out in the Company’s circular
dated on 10 April 2006 and note 13 and note 49.

Acquisition of equity interest in Group Dragon
Investments Limited

On 10 March 2005, the Group and PYI Corporation Limited
(“PY1”), another substantial shareholder of China Strategic
Holdings Limited (“CSHL”, a company whose shares are
listed on the Stock Exchange, and previously a 29.4%
associate of the Group before the disposal 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% interest each held by the
Group and PYI) for a total 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”) and the interests of the CSHL Disposal
disposed of by the Group represents the interests in CSHL
Remaining Group (see below).
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SIGNIFICANT EVENTS (Continued)

(i)

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

On 19 May 2006, the CSHL Reorganization was duly
completed, which resulted in () CSHL continuing as a
public listed company with its subsidiaries concentrating
on its business 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 property 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”) (@ wholly owned subsidiary of
CSHL) and its subsidiaries (the “GDI Group”) upon
completion 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 reorganization 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
upon completion of CSHL Reorganization.

The Group’s interest in CSHL Remaining Group was
reduced to 14.1% upon completion of CSHL Disposal on
19 May 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$5,097,000 was recognized in
consolidated income statement during the year.
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SIGNIFICANT EVENTS (Continued)

(i)

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

On 26 May 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 Offer by offering to the shareholders
of GDI either 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 to be
issued by the Company with face 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 16 June 2006 and the Group
held 98.9% interest in GDI and accordingly, GDI became
a subsidiary of the Group during the year and details of
the assets and liabilities acquired under the GDI Offer are
set out in note 48.

Details of the CSHL Disposal and the GDI Offer are set
out in the Company’s Circular dated 26 May 2006 and in
the Company’s announcement dated 16 June 2006.
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APPLICATION OF NEW HONG KONG FINANCIAL
REPORTING STANDARDS

In the current year, the Group has applied, for the first time, a
number of new standard, amendments and interpretations (“new
HKFRSs”) issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”), which are effective for the Group’s
financial year beginning on 1 April 2006. The adoption of the new
HKFRSs had no material effect on how the results and the financial
position for the current or prior accounting periods have been
prepared and presented. Accordingly, no prior period adjustment
has been required.

The Group has not early applied the following new and revised
standards, amendment or interpretations that have been issued
but are not yet effective. The directors of the Company anticipate
that the application of these standards, 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’

HKFRS 8 Operating Segments?

HK(FRIC) — INT 8 Scope of HKFRS 23

HK(FRIC) — INT 9 Reassessment of Embedded
Derivatives?*

HK(FRIC) — INT 10 Interim Financial Reporting and
Impairment®

HK(FRIC) — INT 11 HKFRS 2 — Group and Treasury

Share Transactions®

HK(FRIC) — INT 12 Service Concession Arrangements’

HKAS 23 (Revised) Borrowing Costs?

U Effective for annual periods beginning on or after 1 January

2007

2 Effective for annual periods beginning on or after 1 January
2009

g Effective for annual periods beginning on or after 1 May 2006

& Effective for annual periods beginning on or after 1 June 2006

2 Effective for annual periods beginning on or after 1 November
2006

@ Effective for annual periods beginning on or after 1 March 2007

g Effective for annual periods beginning on or after 1 January
2008
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SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements has been prepared under
the historical cost basis except for the investment properties and
certain financial instruments which are measured at revalued
amounts or fair values, as explained in the accounting policies
set out below.

The consolidated financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards issued
by HKICPA. In addition, the consolidated financial statements
include applicable disclosures required by the Rules Governing
the Listing of Securities on the Stock Exchange and by the Hong
Kong Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company (its subsidiaries). Control is achieved where the Company
has the power to govern the financial and operating policies of an
entity so as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the
year are included in the consolidated income statement from the
effective date of acquisition or up to the effective date of disposal,
as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies into
line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses are
eliminated on consolidation.

Minority interests in the net assets of consolidated subsidiaries
are presented separately from the Group’s equity therein. Minority
interests in the net assets consist of the amount of those interests
at the date of the original business combination and the minority’s
share of changes in equity since the date of the combination.
Losses applicable to the minority in excess of the minority’s interest
in the subsidiary’s equity are allocated against the interests of the
Group except to the extent that the minority has a binding
obligation and is able to make an additional investment to cover
the losses.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Business combination

The acquisition of subsidiaries is accounted for using the purchase
method. The cost of the acquisition is measured at the aggregate
of the fair values, at the date of exchange, of assets given,
liabilities incurred or assumed, plus any costs directly attributable
to the business combination. The acquiree’s identifiable assets,
liabilities and contingent liabilities that meet the conditions for
recognition under HKFRS 3 “Business Combinations” are
recognized at their fair values at the acquisition date.

When a business combination involves more than one exchange
transaction, each exchange transaction shall be treated separately
by the acquirer, using the cost of the transaction and fair value
information at the date of each exchange transaction to determine
the amount of any goodwill associated with that transaction. Any
adjustment to those fair values relating to previously held interests
of the Group is credited to the revaluation reserve.

Goodwill arising on acquisition is recognized as an asset and
initially measured at cost, being the excess of the cost of the
business combination over the Group’s interest in the net fair
value of the identifiable assets, liabilities and contingent liabilities
recognized. If, after reassessment, the Group’s interest in the net
fair value of the acquiree’s identifiable assets, liabilities and
contingent liabilities exceeds the cost of the business combination,
the excess is recognized immediately in profit or loss.

The interest of minority shareholders in the acquiree is initially
measured at the minority’s proportion of the net fair value of the
assets, liabilities and contingent liabilities recognized.

Goodwill

Gooawill arising on acquisition prior to 1 January 2005

Goodwill arising on an acquisition of a subsidiary for which the
agreement date is before 1 January 2005 represents the excess
of the cost of acquisition over the Group’s interest in the fair value
of the identifiable assets and liabilities of a subsidiary at the date
of acquisition.

For previously capitalized goodwill arising on acquisitions after 1
April 2001 but before 1 January 2005, the Group has discontinued
amortization from 1 April 2005 onwards, and such goodwill is
tested for impairment annually, and whenever there is indication
that the cash-generating unit to which the goodwill relates may
be impaired (see the accounting policy below).
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Goodwill (Continued)

Gooawill arising on acquisition on or after 1 January 2005

Goodwill arising on an acquisition of a subsidiary for which the
agreement date is on or after 1 January 2005 represents the
excess of the cost of acquisition over the Group’s interest in the
fair value of the identifiable assets and liabilities and contingent
liabilities of the relevant subsidiaries at the date of acquisition.
Such goodwill is carried at cost less any accumulated impairment
losses.

For the purposes of impairment testing, goodwill arising from an
acquisition is allocated to each of the relevant cash-generating
units, or groups of cash-generating units, that are expected to
benefit from the synergies of the acquisition. A cash-generating
unit to which goodwill has been allocated is tested for impairment
annually, and whenever there is an indication that the unit may be
impaired. For goodwill arising on an acquisition in a financial year,
the cash-generating unit to which goodwill has been allocated is
tested for impairment before the end of that financial year. When
the recoverable amount of the cash-generating unit is less than
the carrying amount of the unit, the impairment loss is allocated
to reduce the carrying amount of any goodwill allocated to the
unit first, and then to the other assets of the unit pro rata on the
basis of the carrying amount of each asset in the unit. Any
impairment loss for goodwill is recognized directly in the income
statement. An impairment loss for goodwill is not reversed in
subsequent periods.

On subsequent disposal of a subsidiary, the attributable amount

of goodwill capitalized is included in the determination of the
amount of profit or loss on disposal.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Investments in associates

An associate is an entity over which the investor has significant
influence and that is neither a subsidiary nor an interest in a joint
venture.

The results and assets and liabilities of associates are incorporated
in these consolidated financial statements using the equity method
of accounting, except when the investment is classified as held
for sale (in which case it is accounted for under HKFRS 5 Non-
current Assets Held for Sale and Discontinued Operations). Under
the equity method, investments in associates are carried in the
consolidated balance sheet at cost as adjusted for post-acquisition
changes in the Group’s share of the net assets of the associate,
less any identified impairment loss. When the Group’s share of
losses of an associate equals or exceeds its interest in that
associate (which includes any long-term interests that, in
substance, form part of the Group’s net investment in the
associate), the Group discontinues recognizing its share of further
losses. An additional share of losses is provided for and a liability
is recognized only to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf of that
associate.

Gooawill arising on acquisition prior to 1 January 2005

Any excess of the cost of acquisition over the Group’s share of
the net fair value of the identifiable assets, liabilities of the associate
recognized at the date of acquisition is recognized as goodwiill.
From 1 January 2005 onwards, the Group has discontinued
amortization of goodwill and such goodwill is included within the
carrying amount of the investment and is assessed for impairment
as part of the investment.

Gooawill arising on acquisitions on or after 1 January 2005

Any excess of the cost of acquisition over the Group’s share of
the net fair value of the identifiable assets, liabilities and contingent
liabilities of the associate recognized at the date of acquisition is
recognized as goodwill. The goodwill is included within the carrying
amount of the investment and is assessed for impairment as part
of the investment.

Where a group entity transacts with an associate of the Group,
profits and losses are eliminated to the extent of the Group’s
interest in the relevant associate.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Non-current assets held for sale (Continued)

Non-current assets and disposal groups are classified as held for
sale if their carrying amount will be recovered principally through
a sale transaction rather than through continuing use. This
condition is regarded as met only when the sale is highly probable
and the asset (or disposal group) is available for immediate sale
in its present condition.

Non-current assets (and disposal groups) classified as held for
sale are measured at the lower of the assets’ (disposal groups’)
previous carrying amount and fair value less costs to sell.

Revenue recognition

Revenue is measured at the fair value of the consideration received
and receivable and represents amounts receivable for goods sold
and services provided in the normal course of business, net of
discounts and sales related taxes.

Sales of goods are recognized when goods are delivered and title
has passed.

Sales of investments in held for trading are recognized on a
trade-date basis when contracts are executed.

Sales of other assets are recognized upon the execution of a
binding sale agreement.

Rental income, including rentals invoiced in advance from
properties let under operating leases, is recognized on a straight
line basis over the term of the relevant leases.

Interest income from a financial asset is accrued on a time basis,
by reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts
the estimated future cash receipts through the expected life of
the financial asset to that asset’s net carrying amount.

Dividend income from investments is recognized when the
shareholders’ rights to receive payment have been established.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Property, plant and equipment

Property, plant and equipment are stated at cost less subsequent
accumulated depreciation and accumulated impairment losses.

Depreciation is provided to write off the cost of items of property,
plant and equipment over their estimated useful lives and after
taking into account of their estimated residual value, using the
straight-line method.

Assets held under finance leases are depreciated over their
expected useful lives on the same basis as owned assets or,
where shorter, the term of the relevant lease.

An item of property, plant and equipment is derecognized upon
disposal or when no future economic benefits are expected to
arise from the continued use of the asset. Any gain or loss arising
on derecognition of the asset (calculated as the difference between
the net disposal proceeds and the carrying amount of the item) is
included in the consolidated income statement in the year in
which the item is derecognized.

Investment properties

On initial recognition, investment properties are measured at cost,
including any directly attributable expenditure. Subsequent to initial
recognition, investment properties are measured using the fair
value model. Gains or losses arising from changes in the fair
value of investment property are included in profit or loss for the
period in which they arise.

An investment property is derecognised upon disposal or when
the investment property is permanently withdrawn from use or no
future economic benefits are expected from its disposals. Any
gain or loss arising on derecognition of the asset (calculated as
the difference between the net disposal proceeds and the carrying
amount of the asset) is included in the consolidated income
statement in the year in which the item is derecognised.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Leasing

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownership
to the lessee. All other leases are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognized in the
consolidated income statement on a straight line basis over the
term of the relevant lease. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the carrying amount
of the leased asset and recognized as an expense on a straight
line basis over the lease term.

The Group as lessee

Assets held under finance leases are recognized as assets of the
Group at their fair value at the inception of the lease or, if lower,
at the present value of the minimum lease payments. The
corresponding liability to the lessor is included in the balance
sheet as a finance lease obligation. Lease payments are
apportioned between finance charges and reduction of the lease
obligation so as to achieve a constant rate of interest on the
remaining balance of the liability. Finance charges are charged
directly to profit or loss.

Rentals payable under operating leases are charged to profit or
loss on a straight-line basis over the term of the relevant lease.
Benefits received and receivable as an incentive to enter into an
operating lease are recognized as a reduction of rental expense
over the lease term on a straight-line basis.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional currency
of that entity (foreign currencies) are recorded in the respective
functional currency (i.e. the currency of the primary economic
environment in which the entity operates) at the rates of exchanges
prevailing on the dates of the transactions. At each balance sheet
date, monetary items denominated in foreign currencies are
retranslated at the rates prevailing on the balance sheet date.
Non-monetary items carried at fair value that are denominated in
foreign currencies are retranslated at the rates prevailing on the
date when the fair value was determined. Non-monetary items
that are measured in terms of historical cost in a foreign currency
are not retranslated.

Exchange differences arising on the settlement of monetary items,
and on the translation of monetary items, are recognized in profit
or loss in the period in which they arise. Exchange differences
arising on the retranslation of non-monetary items carried at fair
value are included in profit or loss for the period except for
differences arising on the retranslation of non-monetary items in
respect of which gains and losses are recognized directly in equity,
in which cases, the exchange differences are also recognized
directly in equity.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of the
Company (i.e. Hong Kong dollars) at the rate of exchange prevailing
at the balance sheet date, and their income and expenses are
translated at the average exchange rates for the year, unless
exchange rates fluctuate significantly during the period, in which
case, the exchange rates prevailing at the dates of transactions
are used. Exchange differences arising, if any, are recognized as
a separate component of equity (the currency translation reserve).
Such exchange differences are recognized in profit or loss in the
period in which the foreign operation is disposed of.

Borrowing costs
All borrowing costs are recognized as and included in finance

costs in the consolidated income statement in the period in which
they are incurred.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Retirement benefit costs

Payments to state-managed retirement benefit schemes and
Mandatory Provident Fund Scheme are charged as expense when
employees have rendered service entitling them to the
contributions.

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from net profit as reported in the income
statement because it excludes items of income or expense that
are taxable or deductible in other years and it further excludes
items that are never taxable or deductible. The Group’s liability for
current tax is calculated using tax rates that have been enacted
or substantively enacted by the balance sheet date.

Deferred tax is the tax expected to be payable or recoverable on
differences between the carrying amount of assets and liabilities
in the financial statements and the corresponding tax bases used
in the computation of taxable profit, and is accounted for using
the balance sheet liability method. Deferred tax liabilities are
generally recognized for all taxable temporary differences, and
deferred tax assets are recognized to the extent that it is probable
that taxable profits will be available against which deductible
temporary differences can be utilised. Such assets and liabilities
are not recognized if the temporary difference arises from goodwiill
or from the initial recognition (other than in a business combination)
of other assets and liabilities in a transaction that affects neither
the taxable profit nor the accounting profit.

Deferred tax liabilities are recognized for taxable temporary
differences arising on investments in subsidiaries and associates,
except where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Taxation (Continued)

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all
or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to
apply in the period when the liability is settled or the asset is
realized. Deferred tax is charged or credited in the consolidated
income statement, except when it relates to items charged or
credited directly to equity, in which case the deferred tax is also
dealt with in equity.

Inventories

Inventories are stated at the lower of cost and net realizable
value. Cost is calculated using the weighted average cost method.
Net realizable value represents the estimated selling price less all
estimated costs to completion and costs to be incurred in
marketing, selling and distribution.

Other asset

Other asset represents cost incurred for the exclusive development
right to a land development project in The People’s Republic of
China (“PRC”) and also the right to obtain the land for the
development. The amount is stated at the lower of cost and net
realizable value.

Intangible assets — club debentures

Intangible assets with indefinite useful lives are carried at cost
less any subsequent accumulated impairment losses.

Gains or losses arising from derecognition of an intangible asset
are measured at the difference between the net disposal proceeds
and the carrying amount of the asset and are recognized in the
consolidated income statement when the asset is derecognized.

Intangible assets with infinite useful lives are tested for impairment
annually by comparing their carrying amounts with their receivable
amounts, irrespective of whether there is any indication that they
may be impaired. If the receivable amount of an asset is estimated
to be less than its carrying amount, the carrying amount of the
asset is reduced to its receivable amount. An impairment loss is
recognized as expenses immediately.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Intangible assets — club debentures (Continued)

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognized for the asset
in prior years. A reversal of an impairment loss is recognized as
income immediately.

Impairment (other than goodwill)

At each balance sheet date, the Group reviews the carrying
amounts of its assets to determine whether there is any indication
that those assets have suffered an impairment loss. If the
recoverable amount of an asset is estimated to be less than its
carrying amount, the carrying amount of the asset is reduced to
its recoverable amount. An impairment loss is recognized as
expenses immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognized for the asset
in prior years. A reversal of an impairment loss is recognized as
income immediately.

Financial instruments

Financial assets and financial liabilities are recognized on the
balance sheet when a group entity becomes a party to the
contractual provisions of the instruments. Financial assets and
financial liabilities are initially measured at fair value. Transaction
costs that are directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than financial assets
and financial liabilities at fair value through profit or loss) are
added to or deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial assets or
financial liabilities at fair value through profit or loss are recognized
immediately in profit or loss.

Financial assets

The Group’s financial assets are classified into one of the three
categories, including financial assets at fair value through profit or
loss, loans and receivables, and available-for-sale financial assets.
All regular way purchases or sales of financial assets are recognized
and derecognized on a trade date basis. Regular way purchases
or sales are purchases or sales of financial assets that require
delivery of assets within the time frame established by regulation
or convention in the marketplace. The accounting policies adopted
in respect of each category of financial assets are set out below.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Financial assets (Continued)

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss has two
subcategories, including financial assets held for trading and those
designated at fair value through profit or loss on initial recognition.

A financial asset other than a financial asset held for trading may
be designated at fair value through profit or loss upon initial
recognition if:

o such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would
otherwise arise; or

. the financial asset forms part of a group of financial assets
or financial liabilities or both, which is managed and its
performance is evaluated on a fair value basis, in
accordance with the Group’s documented risk
management or investment strategy, and information about
the grouping is provided internally on that basis; or

. it forms parts of a contract containing one or more
embedded derivatives, and HKAS 39 permits the entire
combined contract (asset or liability) to be designated at
fair value through profit or loss.

At each balance sheet date subsequent to initial recognition,
financial assets 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 year in which they arise.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)

Financial assets (Continued)

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. At each balance sheet date subsequent to initial
recognition, loans and receivables (including trade and other
receivables, convertible note receivable from an associate, short-
term loans receivable, short-term loans receivable from related
companies, loans to associates, margin loan receivables, pledged
bank deposit and bank balances) are carried at amortized cost
using the effective interest method, less any identified impairment
losses. An impairment loss is recognized in profit or loss when
there is objective evidence that the asset is impaired, and is
measured as the difference between the asset’s carrying amount
and the present value of the estimated future cash flows
discounted at the original effective interest rate. Impairment losses
are reversed in subsequent periods when an increase in the
asset’s recoverable amount can be related objectively to an event
occurring after the impairment was recognized, subject to a
restriction that the carrying amount of the asset at the date the
impairment is reversed does not exceed what the amortized cost
would have been had the impairment not been recognized.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either
designated or not classified as financial assets at fair value through
profit or loss, loans and receivables or held-to-maturity investments.
At each balance sheet date subsequent to initial recognition,
available-for-sale financial assets are measured at fair value.
Changes in fair value are recognized in equity, until the financial
asset is disposed of or is determined to be impaired, at which
time, the cumulative gain or loss previously recognized in equity
is removed from equity and recognized in profit or loss. Any
impairment losses on available-for-sale financial assets are
recognized in profit or loss. Impairment losses on available-for-
sale equity investments will not reverse in subsequent periods.
For available-for-sale debt investments, impairment losses are
subsequently reversed if an increase in the fair value of the
investment can be objectively related to an event occurring after
the recognition of the impairment loss.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)

Financial assets (Continued)

Available-for-sale financial assets (Continued)

For available-for-sale equity investments that do not have a quoted
market price in an active market and whose fair value cannot be
reliably measured, they are measured at cost less any identified
impairment losses at each balance sheet date subsequent to
initial recognition. An impairment loss is recognized in profit or
loss when there is objective evidence that the asset is impaired.
The amount of the impairment loss is measured as the difference
between the carrying amount of the asset and the present value
of the estimated future cash flows discounted at the current
market rate of return for a similar financial asset. Such impairment
losses will not reverse in subsequent periods.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group entity
are classified according to the substance of the contractual
arrangements entered into and the definitions of a financial liability
and an equity instrument.

An equity instrument is any contract that evidences a residual
interest in the assets of the group after deducting all of its liabilities.
The accounting policies adopted in respect of financial liabilities
(other than derivative liability) and equity instruments are set out
below.

Financial liabilities

Financial liabilities including trade and other payables, margin
loan payables, amounts due to related companies, amount due
to ultimate holding company, bills payable, borrowings and bank
overdrafts are subsequently measured at amortised cost, using
the effective interest rate method.

Equity instruments

Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.
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For the year ended 31 March 2007 # 2 = R R Lt = A =+ — Bk F &
4, SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Financial liabilities and equity (Continued)
Convertible loan notes contains liability and equity components

Convertible loan notes issued by the Company that contain both
the liability and conversion option components are classified
separately into respective items on initial recognition. Conversion
option will be settled 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 classified as 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 to
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 periods, the liability 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 component into ordinary shares of the
Company, will remain in convertible loan notes reserve until the
embedded option is exercised (in which case the balance stated
in convertible loan notes reserve will be transferred to share
premium). Where the option remains unexercised at the expiry
date, the balance stated in convertible loan notes reserve will be
released to the retained profits. No gain or loss is recognized in
profit or loss upon conversion or expiration of the option.

Derivative financial instruments

Derivative embedded in non-derivative host contracts are treated
as separate derivatives when their risks and characteristics are
not closely related to those of the host contacts and the host
contacts are not measured at fair value with changes in fair value
recognised in profit or loss.

Derivatives are initially recognized at fair value at the date a
derivative contract is entered into and are subsequently measured
at fair value at each balance sheet date. The resulting gain or loss
from fair value changes is recognsied in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
Derecognition

Financial assets are derecognized when the rights to receive
cash flows from the assets expire or, the financial assets are
transferred and the Group has transferred substantially all the
risks and rewards of ownership of the financial assets. On
derecognition of a financial asset, the difference between the
asset’s carrying amount and the sum of the consideration received
and the cumulative gain or loss that had been recognized directly
in equity is recognized in profit or loss.

Financial liabilities are derecognized when the obligation specified
in the relevant contract is discharged, cancelled or expires. The
difference between the carrying amount of the financial liability
derecognized and the consideration paid is recognized in profit
or loss.

Equity-settled share-based payment transactions

In relation to share options granted before 1 April 2005, the
Group chooses not to apply HKFRS 2 with respect to share
options granted on or before 7 November 2002 and vested before
1 April 2005.

Share options granted on or before 7 November 2002 and
vested prior to 1 April 2005

Prior to the application of HKFRS 2, the Group did not recognise
the financial effect of these share options until they were exercised.

Upon the exercise of the share options, the resulting shares issued
will be recorded by the Company as additional share capital at
the nominal value of the shares, and the excess of the exercise
price per share over the nominal value of the shares will be
recorded by the Company in the share premium account. Options
which lapsed or are cancelled prior to their exercise date are
deleted from the register of outstanding options.
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5.

KEY SOURCES OF ESTIMATION UNCERTAINTY

The key assumptions concerning the future, and other key sources
of estimation uncertainty at the balance sheet date, that have a
significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are
discussed below.

Impairment on short-term loans receivables and loans to
associates

Management regularly reviews the recoverability of short-term
loans receivables and loans to associates. Appropriate impairment
for estimated irrecoverable amounts are recognized in profit and
loss when there is objective evidence that the amounts are not
recoverable.

In determining whether allowances for bad and doubtful debts is
required, the Group takes into consideration the aged status and
likelihood of collection. Specific allowance is only made for
receivables that are unlikely to be collected and is recognized
based on the estimation of the future cash flow expected to
receive and a suitable discounted rate in order to calculate the
present value. As at 31 March 2007, short-term loans receivable
and loans to associates are amounted to HK$308,549,000 and
HK$372,072,000 respectively.

Estimated impairment on available-for-sale investments

In determining whether there is objective evidence of impairment
in relation to the Group’s available-for-sale investments in equity
securities, the Group takes into consideration of significant or
prolonged decline in the market prices below the respective costs.
As at 31 March 2007, the directors performed impairment
assessment of the Group’s available-for-sale investments and an
impairment loss of HK$45,751,000 were recognized in
consolidated income statement.
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6.

FINANCIAL INSTRUMENTS

6a.

Financial risk management objectives and policies

The Group’s major financial instruments include available-
for-sale investments, investments held for trading,
convertible note receivable from an associate, conversion
options embedded in convertible note receivable from an
associate, conversion options embedded in convertible
notes, trade and other receivables, short-term loans
receivables, short-term loans receivables from related
companies, margin loan receivables, loans to associates,
pledged bank deposits, bank balances, trade and other
payables, margin loan payables, bills payable, amounts
due to related companies, amount due to ultimate holding
company, borrowings, convertible loan notes and bank
overdraft. Details of these financial instruments are
disclosed in respective notes. The risks associated with
these financial instruments and the policies on how to
mitigate these risks are set out below. The management
manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and
effective manner.

Credit risk

As at 31 March 2007, the Group’s maximum exposure to
credit risk which will cause a financial loss to the Group
due to failure to discharge an obligations by the
counterparties and financial guarantees issued by the
Group arising from:

. the carrying amount of the respective recognized
financial assets as stated in the consolidated
balance sheet; and

. the amount of contingent liabilities disclosed in
notes 51.

In order to minimize the credit risk, the management of
the Group has delegated a team responsible for
determination of credit limits, credit approvals and other
monitoring procedures to ensure that follow-up action is
taken to recover overdue debts. In addition, the Group
reviews the recoverable amount of each individual trade
debt, short-term loans receivable, loans to associates,
convertible note receivable from an associate and
convertible notes included in available-for-sale investments
at each balance sheet date to ensure that adequate
impairment losses are made for irrecoverable amounts. In
this regard, the directors of the Company consider that
the Group’s credit risk is significantly reduced.
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6. FINANCIAL INSTRUMENTS (Continued)

6a.

HANNY HOLDINGS LIMITED 43 B4

Financial risk management objectives and policies
(Continued)

Credit risk (Continued)

The credit risk on liquid funds is limited because the
counterparties are banks and other financial institutions
with high-credit-ratings.

In addition, the credit risk on corporate guarantee given
to third party is limited because the management will
regularly review the financial performance of the third party
and reconsider the continuance of the given guarantee
regularly.

Interest rate risk

The Group’s fair value interest rate risks relate primarily to
fixed rate convertible notes and fixed rate borrowings.
The Group’s cash flow interest rate risk primarily relates to
variable rate bank borrowings, that exposed the Group to
cash flow interest rate risk. The Group currently does not
have an interest rate hedging policy. However, the
management monitor interest rate change exposure and
will consider hedging significant interest rate change
exposure should the need arise.

Other price risk

The Group is exposed to price risk through the available-
for-sale investments, conversion options embedded in
convertible note receivable from an associate, conversion
options embedded in convertible notes and investments
held for trading. Management manages this exposure by
maintaining a portfolio of investments with different risk
profiles.
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6.

FINANCIAL INSTRUMENTS (Continued)

6b.

Fair value

The fair value of financial assets and financial liabilities are
determined as follows:

. the fair value of financial assets with standard terms
and conditions and traded on active liquid markets
are determined with reference to quoted market
bid prices;

. the fair value of other financial assets and financial
liabilities (excluding derivative instruments) are
determined in accordance with generally accepted
pricing models based on discounted cash flow
analysis using prices from observable current
market transactions; and

U the fair value of derivative instruments, are
calculated using quoted prices. Where such prices
are not available, the fair value of an option-based
derivative is estimated using option pricing model.

The directors consider that the carrying amounts of financial
assets and financial liabilities recorded at amortised cost
in the consolidated financial statements approximate the
fair values.
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—EREeFZAZ+—ALEFE

REVENUE

Revenue represents the net amounts received and receivable for
goods sold, securities traded by the Group, and sales of other
asset to outside customers for the year. An analysis of the Group’s
revenue for the year, for both continuing and discontinued

L' ON

WABEAEBEFRETINAREFZE
mEINREFEEZESFRE TN
EFzEMEEZ W R EERIEF
B-AKEIAFRERA (BRFEL

operations, is as follows: EREFEER) oMW T:
2007 2006
HK$’000 HK$'000
—EELHF == g 7N E
Continuing operations b= fﬁ R
Sales of computer related products 5 6 B 1B A = 7,839 51,452
Securities trading B E 7 169,005 146,386
Sale of other asset HEEMEE - 118,800
Sand mining activities BRI %5 1,158 =
178,002 316,638
Discontinued operations FIFEEK
Sales of computer related products LA ﬂ\/lemorex@)J on 8
under “Memorex®” P 4B B 2= 229,442 4,210,551
Sales of consumer electronic products fﬁ /ﬁ EETEM 59,811 1,174,593
289,253 5,385,144
467,255 5,701,782
SEGMENT INFORMATION DEER
Business segments ey |

The Group is currently organized into four business segments,
namely (i) trading of non-“Memorex®” computer related products;
(i) trading of securities; (jii) property development and trading and
(iv) sand mining business.

As explained in note 2(i), the operations of trading of computer
related products under the trade name of “Memorex®” and trading
of consumer electronic products were discontinued on 28 April
2006. The Group continues the operation of trading of other non-
"Memorex®” computer related products.
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SEGMENT INFORMATION (Continued)

Business segments (Continued)

Segment information about these businesses is presented as

below:

Continuing operations

Discontinued operations

BELEER FHEER
Trading of Trading of
non- computer
“Memorex®” related  Trading of
computer Property products  consumer
related  Trading of development under  electronic
products  securities and trading Sand mining  Sub-total “Memorex®”  products  Sub-total Consolidated
HK$'000  HK$000  HK$'000  HK$'000  HK$000  HK$000  HK$000  HK$'000  HK$'000
['Memorex®]
3 [ Memorex® mh
EhEB NEER S8 RBET
EREZ ®FEE REE 23 Mt ERES ERES et &
FEL TEL TEL TEL TEL TEL TEL TEL TEL
For the year ended 31 March 2007 RE-F2L%E
ZAZ+-RLERE
REVENUE K&
External sales ShpEE 7,839 169,005 - 1,158 178,002 229,442 59,811 289,253 467,255
SEGMENT RESULT AELE pds4) 4T - (M224)  (894T) (35225 1,170 (34055 (43002
Interest income MBRA 116,135 67 116,202
Unallocated corporate income RAMEERA 33,825 = 33,825
Unallocated corporate expenses RABLEI M (17,414) - (17419
Finance costs HHEER (83,384) (667)  (84,051)
Change in fair value of AHRERS REL
conversion options ATEEE)
embedded in convertible notes (187,131) - (187,131)
Change in fair value of R —FEBERR T
conversion options HAREHREZ
embedded in convertible note ATEEE)
receivable from an associate (18,396) - (18,396)
Change i fair value of convertible RERDTEFA
notes designated at fair value B2 ARAREZ
through profit or loss ATEES 16,816 = 16,816
Change in fair value of investment properties BEMEZ ATEE 2,642 - 2,642
Discount on acquisition of subsidiaries WENBARN® 132,462 - 132462
Impairment loss on goodwil BEZREER (6,621) - (6,621)
Impairment loss MEHEREZ
on available-for-sale investments REBE (45,751) - (45,751)
Net gain on disposals of LERBARREE
subsidiaries and associates NEZREFE 6,441 - 6,441
Share of results of associates EEBEAREE 35,356 = 35,356
Loss before income tax REEHAESR (23,967) (34,655  (58,622)
Income tax (expense) credit R (Bx) BR (32,457) 26,235 (6.222)
Gain on disposal of Disposed Business HERMEREK 2 Wa - 1,526,346 1,526,346
(Loss) profit for the year AR (B8) &F (56,424) 1517926 1,461,502
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SEGMENT INFORMATION (Continued) 8. PEER ()
Business segments (Continued) FB0ME (#)
Continuing operations Discontinued operations
BELEER KREXY
Trading of Trading of
non- computer
“Memorex®” related Trading of
computer Property products consumer
related Trading of ~ development under electronic
products securities  and trading  Sand mining ~ “Memorex®” products  Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
[ Memorex®
[ Memorex®) mEREK
BTk NEERR HEER  HEET
EmES  R5EE EE 3 g% ERES G
T#L THL T#L T#L THA THA TEL
Assets and liabilities AEELFzZAz+-02
at 31 March 2007 FER A
ASSETS BE
Segment assets PEBE 1,101 641,907 229,288 128,730 - - 1,001,026
Interests in associates BENAER 875,614
Unallocated corporate assets FOECEEE 3,131,067
Consolidated total assets DARBEE 5,007,707
LIABILITIES a8f
Segment liabilities PEERE 9,220 6,377 - 1,543 - - 17,140
Borrowings BE 619,356
Unallocated corporate liabilties AAMEEEE 1,172,099
Consolidated total liabilties TABAaRE 1,808,595
Continuing operations Discontinued operations
BREEEXK FHEEY
Trading of Trading of
non- computer
“Memorex®” related  Trading of
computer Property products consumer
related  Trading of development Sand under  electronic
products  securities and trading mining  Corporate  Sub-total “Memorex®”  products  Sub-total Consolidated
HK$'000  HK$'000  HK$000  HK$000  HK$000  HK$'000  HK$000  HK$'000  HK$'000  HK$'000
[ Memorex®
3 [Memorex® RREK
BB NEBR HEER HBET
ERES R5ER REE 3 % et g% Emg gt &e
T#A Tk Tk T#L T#L T#A T#A Tk T#L T#L
Other information Hho A
For the year ended 31 March 2007 A Z-% %t %
ZAZt-BLEER
Capital expenditure BEARY - - - 134,684 4004 138,688 - = - 138688
Depreciation ik = = - 10,215 2,149 12,364 1,280 - 1,280 13,644
Impairment loss on goodwil HERERE - - - - 6,621 6,621 - = = 6,621
Impaiment loss on avaiable-for-sale 7 34 & % & AR
investments - - - - 45,751 45,751 - - - 45,751
Alowance for bad and doubtful debts &% ¥ f& = - - - - - 11,877 - 11,877 11,877
Alowances for loans to associates A FBE DA EFEE - - - - 1,331 1,331 - - - 1,331
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SEGMENT INFORMATION (Continued) 8. PEEHR (4
Business segments (Continued) EHE oM (
Continuing operations Discontinued operations
REEEED FHEER
Trading of
Trading of computer
non-Memorex® related Trading of
computer Property products consumer
related Trading of  development under electronic
products securities and trading Sub-total  “Memorex®” products Sub-total  Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
[Memorex?
& [Memorex?] i
ElNEH NEER ElNEH HEET
ERESH FHER REE gt EmESH EREZS i) &a
TR R TR &1 T &1 T R
For the year ended 31 March 2006 REZZEEH
ZAZt-BEER
REVENUE Wia
External sales NPHE 51,452 146,386 118,800 316638 4,210,551 1174503 5385144 5701782
SEGMENT RESULT PEEE (28,635) 61,650 11,886 44,901 91,334 22,028 113,362 168,263
Interest income FIBMA 43575 823 44,398
Unallocated corporate income RABLERA 25,833 - 25,833
Unallocated corporate expenses RARAEZM (59,166) = (59,166)
Finance costs HBER (63,466) (12,428) (75,894)
Change in fair value of conversion HREBTRELZ
options embedded in g
convertiole notes ATEES 114,048 = 114,048
Net gain on disposal of subsidiaries HENBARRKERR
and associates bl €odcs %1 = 921
Impairment loss on trademark licenses BEFUEZRESE (164,667) - (164,667)
Impairment loss on available-for-sale EHEREZRERE
investments (49,845) - (49,845)
Impairment loss on club debentures eREFZRERE (778) = (778)
Allowance for loan receivable ERERE (11,542) S (11,542)
Allowance for other receivable Hit KRR (2412) = (2.412)
Share of results of associates EEBENRIEE (21,494) - (21,494)
(Loss) profit before income tax E%Pﬁ Ban (B18) & fl (144,02) 101,757 (42,335)
Income tax expense ERER (4,331) (49,338) (53,669)
(Loss) profit for the year REE (B8) & (148,423) 52,419 (96,004)
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8. 2EEHR (41)

SEGMENT INFORMATION (Continued) 7
Business segments (Continued) ZER o RE (4%)
Continuing operations Discontinued operations
BELEXY FIFEEY
Trading of
Trading of computer
non-"Memorex®” related Trading of
computer Property products consumer
related Trading of  development under electronic
products securities and trading “Memorex®” products  Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
7k [Memorex®) ['Memorex® |
Bl MEERE o 2 B HEBET
EmEH EHEE REE HHEEmES EmEH e
T#HEL FTHERL T#HEL FTHERL T#HELT THEL
Assets and liabilities AZEExEZfZ+-0
at 31 March 2006 2EERAK
ASSETS gE
Segment assets PEREE 203 727,006 - 1,627,718 235 2,255,162
Interests in associates BE D AR 647,693
Unallocated corporate assets ~ #AEGEEE 1,290,325
Consolidated total assets GARBAE 4,193,180
LIABILITIES a8
Segment liabilities AEEE 61,325 153 421 671,516 - 733,415
Borrowings (5 891,207
Unallocated corporate AARLXEE
liabilities 349,235
Consolidated total liabilities GARBAR 1,973,857
Continuing operations Discontinued operations
FEEEEY FHEEH
Trading of Trading of
non- compuiter
“‘Memorex®” related  Trading of
computer Property products  consumer
related  Trading of ~ development under  electronic
products  securtes  andtrading  Corporate Sub-totdl “Memorex®” products Sub-total - Consolidated
HK8000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
[Memorex?]
3 [Memorex?) REEHK
B2l NEER HEER HEET
EmES HHEE REE 13 Nt 2% Em¥% gt e
TEL TEL TEL TEL TEL TEL FEL SR TEL
Other information S v
For the year ended 31 March 2006 REZFEAE
ZAZ+—-BLEEE
Capital expenditure EARY 162 - - 2 185 15,285 - 15,285 15,470
Depreciation b= 2,000 = = 613 2,613 11,998 - 11,998 14,611
Addition of goodwill arising on acquisition WENBAREEZ
of subsidiaries BELEM = = = 6,621 6,621 = - - 6,621
Addition of goodwill arising on acquisition KE-ARENREEL
of an associate R = = = 2,276 2276 = = = 2276
Alowance for bad and doubtful debts REREE 685 - - 2,412 3,007 13,575 - 13,575 16,672
Alowance for slow moving inventories REGERE - - = = = 75,732 = 75,732 75,732
HANNY HOLDINGS LIMITED $8EEE AR A A



SEGMENT INFORMATION (Continued) 8. 2EER (81)

Geographical segments b i% o 48
The following table provides an analysis of the Group’s sales TR IR TS (TmE R RS
revenue by geographical market, irrespective of the origin of the ZREM) BN ASBEEEE S
goods/services:
2007 2006
HK$°000 HK$000
—EELF ZEEREF
T # T T # T
Continuing operations: FECE T
PRC H 1,158 118,800
Hong Kong BE 169,005 146,990
North America Jb=x 7,301 24,078
Others EHAh 538 26,770
178,002 316,638
Discontinued operations: I EET:
North America IS 258,170 4,848,142
Europe M 28,882 429,401
Others Hth 2,201 107,601
289,253 5,385,144
467,255 5,701,782
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8.

SEGMENT INFORMATION (Continued)
Geographical segments (Continued)

The following is an analysis of the carrying amount of segment
assets (exclude the amount of goodwill), and additions to property,
plant and equipment, analyzed by the geographical area in which
the assets are located:

8. 2EEHR (47)

I3 3 1R (41)

DREEZREAE(TERBEESH)
EYE BERRBRERZEEEM
BEHIBRESB 2T

Carrying amount
of segment assets

Additions to property,
plant and equipment

PHEEEZREE ME - HERRERE
2007 2006 2007 2006
HK$’000 HK$’000 HK$°000 HK$'000
—EEtF —EETRF —EELF —EETRF
T - T % T
Hong Kong BB 643,008 843,271 4,004 144
North America ik - 1,150,454 - 13,199
Europe BOM - 164,560 - 1,776
Taiwan =0 - 48,051 - 325
PRC s 358,018 48,826 134,684 =
Others H it - = - 26
1,001,026 2,255,162 138,688 15,470

OTHER INCOME 9. Hibr A

Continuing operations

Discontinued operations

Consolidated

SESEER FREEL e
2007 2006 2007 2006 2007 2006
TEDLF ZTTNF ZEELE TR ZBZLE —TTRF
HK$’000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000
TEL S TEA TEL S THEL
Interest on bank deposits BITHE A E 13,300 1,955 67 823 13,367 2,778
Interests on convertible notes AR REN S 60,522 1,269 - - 60,522 1,269
Interest on loans receivable &L & 3RS 28,857 40,234 - - 28,857 40,234
Interest on loans to associates e E AR B R FS 13,456 117 - - 13,456 117
Net exchange gain B a5 5 17,895 - 5,147 - 23,042 -
Internet service income GHERBERA - 366 - - - 366
Royalty income BFBA - - - 788 - 788

Gain on disposal of property, HEME KER

plant and equipment F e 13,472 - - = 13,472 =
Rental income BeBA 1,328 20,594 - 6,110 1,328 26,704
Reversal of allowances for loans receivables & 4t & Zi & & @

(net of allowance of HK$1,791,000) (3NBR B 451,791,000 7T) 5,725 - - - 5,725 =
Management fee income EBBPA 1,119 3,497 - - 1,119 3,497
Others Hity - 5,240 2,611 720 2,611 5,960

155,674 73,272 7,825 8,441 163,499 81,713
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10. FINANCE COSTS

10. MHEH

Continuing operations  Discontinued operations Consolidated
2007 2006 2007 2006 2007 2006
HK$'000  HK$000  HK$000  HK$000  HK$000  HK$000
TEDLE ZTTRF ZEBELE —TTRF ZEZLF —TTRFE
TEA T#A TEL &L T#A TEL
Interest on borrowings wholly ERIFEREREEZ
repayable within five years: EERE:
— Bank borrowings and overdrafts - ROBEREX 6,187 4,993 667 12,403 6,854 17,396
— Other borrowings - EffEE 45,238 58,055 - - 45238 58,055
~ Finance leases - BERY 5 - - 25 5 25
Interest on bank borrowings not BERRAEREHEEZ
wholly repayable within five years BITEERE 23 418 - - 23 418
Interest on convertible loan notes ARBRERRREZHE 31,931 - - - 31,931 =
83,384 63,466 667 12,428 84,051 75,894

11.  NET GAIN ON DISPOSAL OF SUBSIDIARIES AND

11. HENBARARBE QAR ZWEFHE

ASSOCIATES
Continuing operations  Discontinued operations Consolidated
BEREER FEER RE
2007 2006 2007 2006 2007 2006
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
“E2ZtFE ZZTRF ZBBLF —TTRF ZBELE —TTRHE
TEL TEL T&T TEL TET T&T
Gain on disposal of subsidiaries HERBARZ KE
(note 49(1) (W 3249(0) 1,344 7,175 - - 1,344 7175
Net loss on deemed disposal of BEABHEBREAAERY
interest in associates BEFE - (14,048) - - - (14,048)
Gain on disposal of associates HEBEAFZ HE
(note 22(a)) (W #£22(a) 5,007 7,794 - - 5,007 7,794
6,441 921 - - 6,441 921
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12 INCOME TAX EXPENSE 12. ek
Continuing operations  Discontinued operations Consolidated
FESEEH FHEER e
2007 2006 2007 2006 2007 2006

HK$'000  HK$'000  HK$'000  HK$'000  HK$000  HK$'000
SETLE “TTAF SFFLE “FEAF SEELE CFTAF
tHL FRE tBRA TRL TEE TRR

The charge (credit) comprises: Y (He) BiE:
Profits tax: MR
Hong Kong Profits Tax BHENEH 34,165 2,112 - - 34,165 2,112
Overseas g (1,704) 2,003 (77,170) 70,473 (78,874) 72,476
32,461 4115 (77470) 70473 (44709) 74,588
Deferred tax (note 47) EEHIE (W 3247) @ 216 50935 (21,135 50931 (20919
32,457 4,331 (26,235) 49,338 6,222 53,669
Hong Kong Profits Tax was calculated at 17.5% (2006: 17.5%) of BEBENEBERAREE G ERTUR MR
the estimated assessable profit for the year. MEAT5% (ZETRF 17.5%) 5t &
Income tax arising in other jurisdictions is calculated at the rates EHEMBEAREMEE ZFEHIZEH
prevailing in the relevant jurisdictions. AEERZRITHETE-
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12.

INCOME TAX EXPENSE (Continued)

12.

The income tax expense for the year can be reconciled to the
profit (loss) before income tax per the consolidated income

statement as follows:

BB R (4)

REFE PSR th BAR A R R AR AT
BE RN (BR) ZHRMT:

2007 2006
HK$’000 HK$'000
—EELHF ZETRF
T # T T#H T
Profit (loss) before income tax expense: BrATB R BIR A (B51E) «
Continuing operations B LT (23,967) (144,092)
Discontinued operations IEFEER (34,655) 101,757
(58,622) (42,335)
Tax at applicable tax rate of 17.5% RERAHREA7.5%
(2006: 41%) (Note) (ZZEZRF 41%)
FTEZBIIA (Wiz) (10,259) (17,357)
Tax effect of share of results of associates EBIhHEE AR ¥EE 2 HIEHE (6,187) 8,813
Tax effect of income not taxable BAMBIMA 2 R 28
for tax purposes (49,273) (17,774)
Tax effect of expenses not deductible TR B 2 BBTE
for tax purposes 61,899 32,250
Tax effect of tax losses not recognized AERHIEBB R E 17,405 29,371
Effect of different tax rates of subsidiaries R E th FA R AL L 2
operating in other jurisdictions MBARZ TRABE 2 & (7,856) 19,064
Others HAfb 493 (698)
Income tax expense for the year REEFHRE M 6,222 53,669

Note:

For the year ended 31 March 2006, a major subsidiary operating
in the USA (being a company of Disposed Companies) provides
for the USA Corporation tax at 41% on the assessable profit in
the USA. As the major profit of the Group for the year ended 31
March 2006 was contributed by this subsidiary, the tax
reconciliation was prepared using 41% during the year ended 31
March 2006. As explained in note 2(i), the Group discontinued
the operation of trading of computer related products under the
trade name of “Memorex®” where the major operation were
carried out in USA and therefore, the domestic tax rate in the
jurisdiction where the operation of the Group is substantially
based were changed and Hong Kong Profits Tax rate is used as
the Group’s operation is substantially based in Hong Kong during
the year ended 31 March 2007.

Wi BE-FEAF=A=+ALEF
MR EREE 2 T EHE AT

(M EARE R 2 A") ARHE

E¥BBE - ARBE_TTE=A
=+ BLEFEAEEZENEES
REZWBAG MBEE_ZTTF
A=+t BLEFEERAMRE
41 % BT T8 $ BR o 3R B sE2() ATt
AEERIEFEEZHLE 2
[Memorex®| IS EISHEEERE 5
¥ Al AEEEBEBERHER
FERZEATERES BRREZE
—EE+F=A=+—HIEFE" K
EELETBUNES BWILEKASR
BB E
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13. DISCONTINUED OPERATIONS 13.

As explained in note 2(j), the business segment of trading of
computer related products business under the trade name
“Memorex®” and trading of consumer electronic product business
were classified as discontinued operations.

The (loss) profit for the period/year from the discontinued
operations is analyzed as follows:

FIEEH

Mt sE2() BT it - [ Memorex®| & b8 S B
HEERESEGLEBETERES
B IEIERFEES-

ANERR RSB ER (BB) &
2R (N

1.4.2006 1.4.2005
to to
28.4.2006 31.3.2006
HK$’000 HK$000
—ETXREF —TTRF
MA—HZ mMA—H=E
—EETXREF ZEERF
mAZ=Z+N\H =A=+—H
F#H T T &
(Loss) profit of business segment of trading [ Memorex®] & h# 8 i 48 23
of computer related products business EmBSEBRETFEE
under the trade name “Memorex®” EnBSEKI B
and trading of consumer electronic (BE) = H
product business (8,420) 52,419
Add: Gain on disposal of Disposed I HEREEER 2
Business (note 49()) WA (M 2249(1) 1,526,346 =
1,517,926 52,419
Attributable to: BER:
Equity holder of the Company RARRERHE A 637,972 27,985
Minority interests D ER R = 879,954 24,434
1,517,926 52,419
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DISCONTINUED OPERATIONS (Continued) 13. FEHFHEEK (47)

The results of the trading of computer related products under R-_ETERNFONAE—HZ=zHEERH
“Memorex®” and trading of consumer electronic product business fE+ [Memorex®] i b8 & I A8 B &= o B
for the period from 1 April 2006 to the date of disposal together SEBRETHEERBEIEB 2 2%
with comparative figures were as follows: BUARLEBREFTHT:
1.4.2006 1.4.2005
to to
28.4.2006 31.3.2006
HK$’000 HK$000
—EEARE —TTREF
A—H=Z MA—H=E
—EEARE ZETRF
mWAE=+\H =A=+—H
T # T T# T
Revenue A 289,253 5,385,144
Cost of sales $HE A (231,045) (4,167,175)
Other income H A 7,825 8,441
Distribution and selling expenses HEE R EE X (89,370) (955,573)
Administrative expenses THHAX (10,651) (156,652)
Finance costs &R (667) (12,428)
(Loss) profit before income tax BREFSBLAT (B518) @ A (34,655) 101,757
Income tax credit (expense) FrSfiiE e (i) 26,235 (49,338)
(Loss) profit for the period/year NEREFE (BB =F (8,420) 52,419
The cash flows of the discontinued operations were as follows: IFBEXEB 2REREN T
1.4.2006 1.4.2005
to to
28.4.2006 31.3.2006
HK$’000 HK$'000
—EERE —ETRF
A—R=Z& mA—H=
—EERE —EETRXR
mMBE=+N\H =A=+—H
TH# T T # T
Net cash from (used in) operating activites #R& % EEL (BH) 2
ReFHE 72,599 (261,773)
Net cash used in investing activities WEEKSH 2 F5 - (15,160)
Net cash (used in) from financing activites EE & %7 () E4 2
Re#HE (62,072) 170,236
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14. ASSETS CLASSIFIED AS HELD FOR SALE/LIABILITIES 14.
DIRECTLY ASSOCIATED WITH ASSETS CLASSIFIED AS
HELD FOR SALE

As explained in note 2(j), the business segment of trading computer
related products under the trade name “Memorex®” were classified
as discontinued operation during the year ended 31 March 2006
and the related assets and liabilities of Disposed Business were
classified as assets held for sale and liabilities directly associated
with assets classified as held for sale respectively as at
31 March 2006. The assets and liabilities of Disposed Business
as at 31 March 2006 were presented separately in the
consolidated balance sheet at 31 March 2006 and were as follows:

PERBEHEEE SERFHEH
EEEZEENABAER

B2 HE —EERFEF=A=
+—HB L EE [Memorex®] k2 E
HEERB S EB D BIEEFESE
B MR_EERNF=A=+—H0 L&
X% RBEERBED D ERRE
HEBERDHEARBEHREEECEE
HEaE- R-_TEEF=A=+—H
PEXEBCEERABSINRZZZER
FZA=t+—HZGEAEEABRE?
s

HK$’000
T # T
Property, plant and equipment I MBS R 29,720
Goodwill BES 167,908
Intangible assets mAE 68,002
Interest in an associate —EEE QR R 30,822
Deferred tax assets BIERIBE E 51,684
Inventories BE 616,142
Trade and other receivables 25 Kk E AU FIE 645,946
Tax recoverable Al 3R B 7% 18 9,019
Bank balances and cash RITEFTRRE 26,016
Total assets classified as held for sale DI AAHEEEELE 1,645,259
Trade and other payables B 5 R EAMENSRFIA 669,778
Deferred tax liabilities REHRIAB G 12,114
Other liabilities HMBE 1,738
Bank borrowings RITEE 170,698
Total liabilities associated with assets classified DERHEEEE Y
as held for sale EEaERRE 854,328

The disposal of Disposed Business were completed on
28 April 2006 and the related assets and liabilities at the date of
disposal is disclosed in note 49.

HANNY HOLDINGS LIMITED &£ @EEF R A A
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PROFIT (LOSS) FOR THE YEAR

15. AFERER (BR)

Continuing operations

Discontinued operations

Consolidated

BELSER FREEK Re
2007 2006 2007 2006 2007 2006
ZETHE —TTRF ZEELFE —ZTTRF ZEELE —ZTTNFE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
fHL THL THEL fHL THL THEL
Profit (loss) for the year has been AEERF (FE)
arrived at after charging (crediting): EEICGPNE
Staff costs (including directors’ BIRA(REEZME):
emoluments):
Salaries and other benefits HeREMER 19,782 19,393 11,852 145,970 31,634 165,363
Discretionary bonus (included in gain MELA(BEREERLE
on disposal of Disposed Business) B EEA) - - 15,119 - 15,119 =
Retirement benefits scheme RIRBHF IR
contributions 59 856 41 2,832 100 3,688
19,841 20,249 27,012 148,802 46,853 169,051
Depreciation and amortization: TEREH:
Amortization of intangible assets BREAESN
(included in administrative expenses) (BRETHRAXA) - - - 806 - 806
Depreciation of property, mE - RERFZHITE
plant and equipment 12,364 2,613 1,280 11,191 13,644 13,804
12,364 2,613 1,280 11,997 13,644 14,610
Allowance for loans to associates BENAELEE 1,331 = 1,331
Allowance for bad and doubtful debts REREHE - 3,097 11,877 13,575 11,877 16,672
Allowance for loans receivables W EZEE - 11,542 - - = 11,542
Reversal of allowance for loans receivables [ 4 & 7t % & 2] 5 (5,725) - - (5,725)
Allowance for margin loan receivables ERAREZEE - 4,922 - - = 4,922
Write-down for slow moving and R REFTEHOR
obsolete inventories - - 75,732 - 75,732
Auditors’ remuneration ZEH M < 6,000 8,964 607 4,862 6,607 13,826
Dividend income REMA (11,618) 671) - - (11,618) (671)
(Gain) loss on disposal of property, plant ~ HENE ERRREZ
and equipment () BB (13,472) 2,616 - 120 (13,472) 2,736
Cost of inventory recognized as expense B AR T 2 FEKA 1,280 43491 231,045 4,091,443 232,325 4,134,934
Share of income tax of associates JEIREEE R R FTEH
(included in share of results of associates)  (BFEEREEHE R AIEER) - 2,615 - - - 2,615
Exchange (gain) loss B (W) B8 (17,895) 5,580 (5,147) 7,735 (23,042) 13,315
Net realized gain on disposal of HEREEEREZAERYE
investments held for trading (excluding 2% (R & ; Fu Tﬁ AR
changes in fair value related to RABEBNATEEE)
conversion options of convertible note) (50,667) (17,667) - - (50,667) (17,667)
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16. DIRECTORS’ AND EMPLOYEE’S REMUNERATION 16.

@)

97 HANNY HOLDINGS LIMITED &£ @EEF R A A

Directors’ remuneration

The emoluments paid or payable to each of the 8 (2006:

12) directors were as follows:

ExhEEMS

(a)

£k

ENXENTRER (ZTF
NE12%) FAZHMEWT:

2007 2006
HK$’000 HK$000
—EELF —EEREF
T # T T #H# T
Chan Kwok Keung, Charles PR B 58
Fees wWe — _
Other emoluments: H i
Salaries and other benefits FoehEMmEF - -
Retirement benefits scheme contributions 38 K & K| 5T &l i 7% - -
Yap, Allan Yap, Allan
Fees e 163 =
Other emoluments: H At Bl & -
Salaries and other benefits FekEMER 2,400 2,400
Discretionary bonus BB TEAL 15,119 -
Retirement benefits scheme contributions iR YK 18 ) 5 &Il 7% 12 12
17,694 2,412
Lui Siu Tsuen, Richard B KR
Fees ws — _
Other emoluments: H A £ -
Salaries and other benefits FekEMER 2,195 1,600
Retirement benefits scheme contributions iR ¥Rk 18 ) 5 21l £ 7% 113 94
2,308 1,694
Chan Kwok Chuen, Augustine PeR [ 42
Fees we N/A 7 & A -
Other emoluments: H i
Salaries and other benefits FoehEMmBEF N/A 138 F -
Retirement benefits scheme contributions 3B ¥R 42 Fll =t 2 £ 3% N/A 138 F -
N/A 738 A -




16.

DIRECTORS’ AND EMPLOYEE’S REMUNERATION 16.
(Continued)

(@)

Directors’ remuneration (Continued)

EEREEME (5)

@ EFMME (5

2007 2006
HK$°000 HK$000
—EELE TET R
T BT TEL
Fok Kin-ning, Canning EgwE
Fees we N/A 78 A -
Other emoluments: E 5
Salaries and other benefits HekEMmEF N/A 78 F -
Retirement benefits scheme contributions  iE ¥k 1@ | 51 2| £ 7% N/A 78 F -
N/A i H -
Ip Tak Chuen, Edmond i@
Fees we N/A & A -
Other emoluments: Emie
Salaries and other benefits FehEMETR N/A 38 F -
Retirement benefits scheme contributions & #R 48 Fl 5t &l £ 3¢ N/A 38 F -
N/A 38 F =
Cheung Hon Kit SR
Fees we N/A & A -
Other emoluments: Ei g -
Salaries and other benefits e kEAMmER N/A & A -
Retirement benefits scheme contributions iR ¥Rk 18 | 51 21 £ 7% N/A 78 -
N/A T iE =
Kwok Ka Lap, Alva ElE-5vi
Fees we 48 48
Other emoluments: E 5
Salaries and other benefits e kEMmEF - -
Retirement benefits scheme contributions & K48 A1 5t 21 44 3% - =
48 48
Wong King Lam, Joseph Epg s
Fees we 50 50
Other emoluments: Eme
Salaries and other benefits FeREMETR - -
Retirement benefits scheme contributions & #K 48 Fl 5t &l £ 3% - -
50 50
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16. DIRECTORS’ AND EMPLOYEE’S REMUNERATION 16.
(Continued)

@)
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Directors’ remuneration (Continued)

EEREEMS (40

(@ EEME ()

2007 2006
HK$’000 HK$000
—EZLE BT RE
+RA FE
Yuen Tin Fan, Francis mrAR
Fees e - -
Other emoluments: H At B
Salaries and other benefits FekEMER - =
Retirement benefits scheme contributions iR K 1@ ) 51 21l £ 7% - -
Sin Chi Fai HEE
Fees e 52 12
Other emoluments: H A B & -
Salaries and other benefits FekEMER - =
Retirement benefits scheme contributions 3R K& F1 5t 2144 7% - -
52 12
Shih, Edith i
Fees wE N/A 7~ i@ A -
Other emoluments: H b
Salaries and other benefits HoREAMmET N/A T3 A -
Retirement benefits scheme contributions 3R K& #5121 44 7% N/A 7 iE B -
N/A 1~ & B =
Poon Kwok Hing, Albert i
Fees e 8 =
Other emoluments: Eie:
Salaries and other benefits FekEMER - =
Retirement benefits scheme contributions iR ¥R 1@ ) 5 21l £ 7% - -
8 —
Total BEF
Directors’ fees EEYoka 321 110
Other emoluments: H A £ -
Salaries and other benefits FekEMER 4,595 4,000
Discretionary bonus B TEAL 15,119 =
Retirement benefits scheme contributions 3R K& F1 5t 214 7% 125 106
20,160 4,216




16. DIRECTORS’ AND EMPLOYEE’S REMUNERATION 16. EEREEME (8)
(Continued)
(b) Employees’ remuneration b)) EEWMS
The emoluments of the five highest paid individuals of the HE-ZTZE+LF=A=+—HIt
Group included two directors for the year ended 31 March FE-AEERERA (ZZEE
2007 (2006: one director), whose emoluments are included ANE —R)EFEAZAMNE
in (a) above. The aggregate emoluments of the remaining RHEATZHMEE 2R EX
individuals are as follows: @ - HpmzaF AL ZBeB%E
AT
2007 2006
HK$’000 HK$'000
—EELHF ZETAREF
T #H T T #H T
Salaries and other benefits e RHEAMER 2,120 10,392
Performance related incentive HRIRE@EBE
payments 178 5,697
Retirement benefit scheme RRAEFIEE 115 312
2,413 16,401

Number of employees

EE A
2007 2006
—EELF —EEXR

HKS$nil to HK$1,000,000 =% 7T 2= 1,000,0007 7T 2 -
HK$1,000,001 to HK$1,500,000 1,000,0017% 7T £ 1,500,000/% 7T 1 -
HK$2,000,001 to HK$2,500,000 2,000,001 7t & 2,500,000/ 7T - 1
HK$2,500,001 to HK$3,000,000 2,500,001 7T 2 3,000,000 7T - 2
HK$8,500,001 to HK$9,000,000 8,500,001 7t & 9,000,000/ 7T - 1
3 4
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17. DISTRIBUTIONS 72K
2007 2006
HK$’000 HK$000
—EELHF —ETRF
T# T T #
Final, paid — HK6 cents per share for 2006, *Hi Bt — —ZTZ N4
with a scrip option (2005: HK6 FReE
cents per share) (AT E)
(ZE2EZTRF:ZR6HEW) 15,027 13,418
Interim, paid — HK5 cents FE 2 — RSB
(2005: HK4 cents per share) (—I e %L}(%ﬁ 8)
per share with a scrip option ZETRF - FR4BW) 12,628 9,045
27,655 22,463

The above dividends paid did not reflect the bonus issue on the
basis of ten bonus shares for every one existing share held by
the shareholders of the Company on 6 June 2007.

The final dividend of HK1 cent (2006: HKO0.55 cent, as adjusted
by the bonus issue on 6 June 2007) per share in cash with a
scrip option has been proposed by the directors and is subject to
approval of the shareholders at the forthcoming annual general
meeting.

Share dividends were offered in respect of the 2006 and 2007 .
These cash and share dividends were as follows:

FHRERNREEDEFRZEZEFA
NERARRRESEFE —RRERGD
B IRA AR ERITAR -

EEREEURSIRBERARE (—JL%
KRR E) BR1IBIW(ZZEZTRNF:
0558l (B == 7’t$/\ﬂ NBZ
BITARELAR) )  HAEFRERE
ERRBFASG EHER FAER-

ARAREMR_ZEERNFER _ZTZLFK
EROKRE -ZFRERROBKRELT:

2007 2006
HK$’000 HK$000
—EELHF —EERF
TE T T# T
Dividend % 8.
—cash - B 19,378 9,850
— share alternative — R1pEE 8,277 12,613
27,655 22,463
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18.

EARNINGS (LOSS) PER SHARE

For continuing and discontinued operations

18.

The calculation of the basic and diluted earnings per share
attributable to the ordinary equity holders of the Company is

based on the following data:

BRAERN (BR)
IREREXB I ERERBMS

AREEBRBERBARGERER
REERNTVIRATEEE:

Earnings: B A
2007 2006
HK$’000 HK$'000
—EELF ZETRF
T & T T #H T
Profit for the year attributable to AEEREARNERN 2
equity holders of the Company RARRERFAE A
for the purpose of basis earnings FEAE FE R A
per share 527,080 8,915
Interest on convertible loan notes A RBEREERE 31,931 N/A 738 3
Earnings for the year attributable to AESREERT 2
equity holders of the Company PNl g
for the purpose of diluted earnings BEANELFEE R
per share 559,011 8,915
Number of shares: RiDER :
2007 2006
000 000
e T &
Weighted average number of ATEERERAN
ordinary shares for the purpose of L3 A% hn A
basic earnings per share FHEE (AFED)
(in thousands) 2,728,295 2,487,804
Effect of dilutive potential ordinary shares: 7] g ¥ i@ AR EE £ B R £
— Share options (in thousand) — BB (LT3 8,690 30,866
— Convertible loan notes (in thousand) — A HBEREE (LTFED 951,515 N/A 13
Weighted average number of FESREERN
ordinary shares for the purpose of 58 A% 0 4E
diluted earnings per share FHEE (AFED)
(in thousands) 3,688,500 2,518,670
Note: The weighted average number of ordinary shares has been Wiz ETRRMETHHE M 57

adjusted for the effect of bonus issue as described in note 57.

itz BEAT AL 4E -
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18.

EARNINGS (LOSS) PER SHARE (Continued)

From continuing operations

The calculation of the basic and diluted earnings per share from
continuing operations attributable to the ordinary equity holders

of the Company is based on the following data:

Earnings (loss):

18.

SRAF (FRE) (5)
o AT T

EINGE T e SRR TP e
1 75 7 5 1B B 58 B TN
THBHE:

&7 (B8)

2007 2006
HK$’000 HK$000
—ZEELF ZTEEXRF
T #H T T # T
Profit for the year attributable to RARIRERFB A
the equity holders of the Company E(EEE =T 527,080 8,915
Less: Profit for the year from discontinued 38 : 2N X mI i #E 3% B A FEAG
operations attributable to equity R EEBFE &
holders of the Company (637,972) (27,985)
Loss for the purposes of basic and AERBLEE
diluted loss per share from EREARRES
continuing operations BBz B8 (110,892) (19,070)

The denominators used are the same as those detailed above for
both basic and diluted earnings per share.

No diluted earnings (loss) per share was presented for the year
ended 31 March 2006 as the exercise of share options would
result in decrease in loss per share from continuing operations.

No diluted earnings (loss) per share was presented for the year
ended 31 March 2007 as the exercise of share option and the
conversion of convertible loan notes would result in decrease in
loss per share form continuing operation.

The above has not accounted for the conversion of the convertible
note issued by the associate since such conversion is anti-dilutive.

From discontinued operations

Basis earnings per share for the discontinued operations is
HK23.38 cents per share (2006: HK1.12 cents per share) and
diluted earnings per share for the discontinued operations is
HK17.30 cents per share (2006: HK1.11 cents per share), based
on the profit for the year from the discontinued operations of
HK$637,972,000 (2006: HK$27,985,000) and the denominators
detailed above for both basic and diluted earnings per share.

HANNY HOLDINGS LIMITED &£ @EEF R A A

BREAREERMNATAZ O GE
XPTERAE AR -

RRITEBREERREFELLEERH
ZEEBRERD BHRBE_ZTTAF
ZA=+T—RLEFE YE27 SRS
BARM (BR) -

RRITEBRER BRI BRERER
EYRAFERLEXRT 2 BRERR
L HRBE_TTLF=ZA=1T—H
LFEFE YE2JSRESAEFN (B
8-

RN AR ARBEER Bl E X W&
ARABMABEARBRTONANLEE
&

LYSEISSEE

FBEBKHNEREARARNNASTR
28338 MW (ZZEZARF /1128
i) mIEFHEXEBNTREFTRFA
BERI7T0EBWLW(ZZEEF B/
1118 DRI EE TR 5 A
637,972,000 T (= T T X F :
27,985,000 70) & £ XXCE MR E A K #
ERMNEBZ D ETE-



19.  PROPERTY, PLANT AND EQUIPMENT 19. WX -BBERRAE
Furniture,
fixtures Sand
Land and Plant and and Motor mining
buildings  machinery Moulds  equipment vehicles vessel Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BE-%E

IHREF HERER BE & RE Ruh 28
Tkt Tkt Tkt Tkt Tkt Tkt THAL

THE GROUP rEE
COST OR VALUATION RAEE
At 1 April 2005 R-ZEZRFMA—H 47125 43,569 2971 86,186 4,385 - 184,236
Currency realignment IR (662) - - (372) (32) - (1,066)
Addttions RE - - - 15,213 257 - 15,470
Reclasstfied as held for sale BMAEARELE - - - (87,240) (1,416) - (88,656)
Disposals e - 33439 - 87) 622) - )
Disposal of a subsidiary HE—RHBLA - - - (150) = = (150)
At 31 March 2006 R=ZFEAF=A=F+—H 46,463 10,131 2,971 10,766 2,672 - 73,003
Currency realignment INEE TR - - - 1,262 ) 4,261 5,482
Additions NE = = = 1,133 2,302 - 3,435
Avising from acquisition of subsiclaries 58 B Y EE T8 A 7] - 40 - 142 387 134,684 135,253
Disposals e (33335 (10,131) 971) (320) (514) - wen)
Disposal of subsidiaries HEHRBAR (13,128) = = (4,413) (133) = (17,674)
At 31 March 2007 R-ZEZE+F=A=1+—H - 40 - 8,570 4,673 138,945 152,228
Analysis of cost or valuation: KA EEAT:
At 31 March 2006 R-ZEE F=A=+—H
At cost BRA 18,256 10,131 2,971 10,766 2,672 - 44,796
At valuation Bi4E 28,207 = = = = = 28,207
46,463 10,131 2,971 10,766 2,672 - 73,003
At 31 March 2007 R-ZE+F=A=+—H
At cost B - 40 - 8,570 4,673 138,945 162,208
At valuation RiGE - - - - - - -
- 40 = 8,570 4,673 138,945 152,228
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19. PROPERTY, PLANT AND EQUIPMENT (Continued)

19. MR -BBRRHE (5D

Furniture,
fixtures Sand
Land and Plant and and Motor mining
buildings ~ machinery Moulds  equipment vehicles vessel Total
HK$000  HK$000  HK$000  HK$000  HK$000  HK$000  HKS000
RE#8
THRET HERENM HE RikfE RE Fom fag
T&A THL THA T&A THL THA T#A
THE GROUP r5E
DEPRECIATION, AMORTIZATION FE BERAE
AND IMPAIRMENT
At 1 April 2005 RZZZREMA-A 9,625 40,443 2,970 58,058 2,583 = 113,679
Currency realignment MERE 20) = = (257) (18) = (295)
Provided for the year FEERE 1,016 430 1 11,881 476 = 13,804
Reclassffied as held for sale B ARELE - = = (57,825) (1,11) = (58,936)
Eliminated on disposals it & B 8 - (30,742) = (2.754) (234) = (33,730)
Eliminated on disposal of a subsidiary & — M B2 7B i34 - - - (86) - - (86)
At 31 March 2006 R=EErE=A=1-H 10,621 10,131 2,971 9,017 1,696 S 34,436
Currency realignment MERE - - - @ - - @
Provided for the year TEERE 549 11 - 1,231 358 10215 12,364
Eliminated on disposals i 8 (10,682) (10,131) 2.971) (317) (418) S (24,519)
Eliminated on disposal of subsidiaries & [ff B /2 1% 34 (488) - - (3.289) (61) S (3:838)
At 31 March 2007 R=EZtE-A=1-H - 1 - 6,638 1575 10,215 18,439
CARRYING VALUES REE
At 31 March 2007 R-EZtE=A=1-H = 2 = 1,032 3,008 128,730 133,789
At 31 March 2006 R=ZEErE=A=1-H 35,842 = = 1,749 976 S 38,567

The above items of property, plant and equipment are depreciated
on straight-line basis at the following rates per annum.

of the leases or 2% — 5%

Leasehold land and buildings Over the period
Plant and machinery 10% — 20%
Moulds 25% — 33%
Furniture, fixtures and equipment 10% — 33%
Motor vehicles 20% - 25%
Sand mining vessel 10%

105 HANNY HOLDINGS LIMITED &£ @EEF R A A
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19.

20.

PROPERTY, PLANT AND EQUIPMENT (Continued) 19. ME-BBRRE (4)
The Group’s land and buildings comprise: REB I REFEE!
2007 2006
HK$’000 HK$ ’OOO
T#H T F#T
Outside Hong Kong: BB @ :
Under medium-term leases R E iR 2
in other regions of the PRC e EhiEFoky/ S - 23,194
Freehold in Taiwan REEZ KA EREY - 12,648
- 35,842
The valuation of land and buildings held under medium-term R — LIV EE - pA AR B E b 3 (& DA A R
leases in other regions of the PRC in 1994 was made by Messrs. MOBFEz T REFEHETI R —EB
American Appraisal Hong Kong Limited, an independent firm of SNRFFTRIE Eﬁi TERFEERARERA
Chartered Surveyors, on an open market value basis. FAmEEEET
Had the revalued land and buildings been carried at cost less AEHZ I REFRENREFATE
accumulated depreciation and amortization, their carrying amount FEEAR ER_FTETEF=H=
would have been stated at HK$19,747,000 at 31 March 2006. T—BZEREEEA19,747,000% 7T °
INVESTMENT PROPERTIES 20. REWE
HK$'000
F#H T
FAIR VALUE DNFE
Acquired on acquisition of a subsidiary and R EE— F'EJ Bt /B N IR AETS
at 31 March 2006 RZEBEEF=A=+—H 133,000
Additions //J NE 10,358
Increase in fair value recognized RiFE W EmKRERZ A EE M
in the consolidated income statement 2,642
At 31 March 2007 RZZEELF=A=+—H 146,000

The fair value of the Group’s investment properties at
31 March 2007 have been arrived at on the basis of valuation
carried out by B. |. Appraisals Limited, a firm of independent
valuers. The valuation, which conforms to the Hong Kong Institute
of Surveyors Valuation Standard on Properties, of the Group’s
investment properties was arrived at by reference to market
evidence of transaction prices for similar properties.

AEBREMER _FTTLF=A=1
—EIZ’A?fﬁﬁﬁzﬁaﬁifﬁfﬁﬁﬂifﬂ%m
BRFEERARETZEHEREERE
E-AKBZREMEGBEIZERER
MERSEBR 2T BLEEE 8%
BAEMBE 2 MEMHEED-
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20.

21.

INVESTMENT PROPERTIES (Continued)

The investment properties are held under long leases and are
situated in Hong Kong.

All of the Group’s property interests held under operating leases
to earn rentals or for capital appreciation purposes are measured
using fair value model and are classified and accounted for as
investment properties.

20. HREWE (47)

REMEURPEOFBLLREFE-

AEBRENEEMRELEEOFTAN

ES:

5 L

HRAFERAFE ADHEA

RINRIREME-

GOODWILL 21. BE
Goodwill Goodwill
arising on arising on
acquisition acquisition
before after
1 January 2005 1 January 2005 Total
HK$000 HK$’000 HK$000
—ZTRHF —ZTEF
—H—H —H—H
AU BB B
EEEHE BEEZHE R
T FTE T T# T
At 1 April 2005 R-ZZEZERFMOMA—H 143,478 24,430 167,908
Additions & - 6,621 6,621
Reclassified as held for sale B AFRERE (143,478) (24,430) (167,908)
At 31 March 2006 R_TERFEF=A=+—H - 6,621 6,621
Impairment loss BEE R = 6,621) 6,621)

At 31 March 2007

For the year ended 31 March 2006, the addition of goodwill of
approximately HK$6,621,000 attributed to the acquisition of the
entire interest in Rapid Growth Profits Limited (“Rapid Growth”).
During the year ended 31 March 2007, impairment testing was
performed in relation to the goodwill arising from acquisition of
Rapid Growth and the management determined that the goodwill
was impaired and full amount of goodwill was charged as
impairment loss on goodwill arising on acquisition of subsidiaries
in the consolidated income statement.

HANNY HOLDINGS LIMITED &£ @EEF R A A

BHE-ZZ

NE=ZA=+—HILFE"

Uy 88 Rapid Growth Profits Limited
( [Rapid Growth] ) 2 5z EE 25

A% 41 496,621,000/8 T B & —

— ==

FZA=T—HLEFE EREHEAK
#ERapid GrowthPTEE 4 2 FZ 1 TRE
AR EEERALMHEERE M2
HeEgEc REBNB AR MESLR
BREEERGE WERBEEMNE-
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22,  INTERESTS IN ASSOCIATES 22. HEQTZER
2007 2006
HK$’000 HK$000
—EELHF —EERXR
T # T T #H T
Cost of investment in associates which are: 7 T 5|54 R FEE 2 AN
— listed in Hong Kong (note a) - EEB LT (Wiza) 285,739 508,994
- listed overseas (note b) - FEBINETH (M 32D) 239,004 239,004
— unlisted (nhote ¢) - FELETH (Mo 281,523 6,579
Share of post-acquisition gains (losses), FEAE g 1B e (B51R) -
net of dividends received B AR S 69,348 (106,884
Reclassified as assets held B ARIEHEEE
for sales (note a) (M 3za) - (30,822
875,614 616,871
Fair value of listed shares ki 2 AFE 278,262 474,211
Notes: 3£
a. The amount as at 31 March 2006 represented the Group’s 29.4% a. RZZETRNF=-A=+—Hz&®HE

equity interest in CSHL. As explained in note 2(i), 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 upon completion of CSHL Reorganization.
As at 31 March 2006, the Group’s 29.4% interests in CSHL
Remaining Group were presented as non-current assets held for
sale amounting to HK$30,822,000 as at 31 March 2006 (note
14) and this associate is not accounted for using the equity
method.

The Group’s 29.4% interest in CSHL Remaining Group was
reduced to 14.1% upon completion of CSHL Disposal on
19 May 2006. A gain on disposal of interest in CSHL Remaining
Group of HK$5,097,000 (note 11) was recognized in consolidated
income statement during the year. The Group also held 29.4%
interest in GDI Group upon completion of the CSHL Disposal
and CSHL Reorganization. The Group made an offer to acquire
all the remaining interest in GDI other than those already owned
by the Group (the “GDI Offer”). The GDI Offer was completed on
16 June 2006 and the Group held 98.9% interest in GDI and
accordingly, GDI became a subsidiary of the Group during the
year and details of the assets and liabilities acquired under the
GDI Offer are set out in note 48(j).

The amount as at 31 March 2007 represents the Group’s 20.36%
equity interest in Wing On Travel (Holdings) Limited (“Wing On”)
through the acquisition of GDI Group during the year ended
31 March 2007.

5 Fr 4% 7 5K 2 29.4% A% o 3% B oE
2(iyFrit - SER P SR EEZ  AEBER
R Z20.4%ERE D RIRERES
ERFRRHBE TEBZEEFE 94
REIREE B 2 20.4% M2k R AR H 64
TE®MZ20.4%EF R _TETNF
=A=t+—H AKERFRHTE
E2204% w3 R _STF=A
S+t BRELEZERDEE
30,822,000 7T (W 2:14) « B ¥ %8
ENE I EFEAESAAR.

R_ZBEERNFRATNAEHTRBER
HEZEZ AEERTRGETEE
Z229.4% XML E141% - FR - H
EFRXEBETEERREZZHRE
5,097,000/ 7T (M :211) R4EE Y
RER-AEETTRPREEEER
RFREHTKE BRERESE
20 4% R - AEEREHKER
HWERAEEEHEBE I
EEsmEEES ([HREER
F]) CBMEKRBEBNR-_ZTAEN
A+ NBREK MALEFAFRE
98.9% 1 7 AR F AR BN &
EHBAR-RIEREREREK
B EENBBFBHMMIFELS() -

R_EELF=—RA=+—HZEE
BASERBE_ZTELF=-A=
THALFEERKENEERMN
FrZ kTR (FRR) AR AR (1K
%2 ] ) 20.36% & &
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22,

INTERESTS IN ASSOCIATES (Continued) 22.

b. The amount as at 31 March 2006 and 31 March 2007
represented the Group’s 24.26% equity interest in
PSC Corporation Ltd (“PSCL”).

Included in the investment in associates is goodwill of
HK$38,979,000 as at 31 March 2007 and 2006 were arising on
acquisition of associates in previous year. The movement of

BMEQNT 2ESE (4)

b. R-_ZEERNFEF=ZA=+—"HBR=-Z
T+FEZA=Z+—HZ&BELAE
EfiEERERERAR ([EE])
2 24.26%0% HE o

REEENAREBFEANBEFE
WS RAMR _TTLFER_
ZERF-A=+—HELZHE

goodwill is set out below: 38,979,000/ Lo F B 2 B EFFIEH
R
HK$'000
T # T
COST AR
At 1 April 2005 R-_ZEZRFEMA—H 51,094
Additions #n 2,276
At 31 March 2006 and 31 March 2007 R_EEZXF=ZA=+—HK
—ETTt+F=A=+—H 53,370
AMORTIZATION AND IMPAIRMENT # 68 RORE
At 1 April 2005 R-EERFEMA—A -
Released upon deemed disposal of an associate 1% F Hi & — & B 4 A 714 B O 14,391
At 31 March 2006 and 31 March 2007 R_EEZXF=ZA=+—HK
—EE+F=A=+—H 14,391
CARRYING VALUE IREIE
At 31 March 2007 R_ZEZE+F=A=+—H 38,979
At 31 March 2006 R-ZEEXFEF=A=+—H 38,979
c The amount as at 31 March 2007 mainly represents the Group’s @ RZETELFE=RA=1+—HZ&%

26% equity interest in Hangzhou Zhongce Rubber Company
Limited (“HZ Rubber”) through the acquisition of GDI Group during
the year ended 31 March 2007.
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22. INTERESTS IN ASSOCIATES (Continued) 22. HERQ

d. Details of the Group’s principal associates as at 31 March 2007 d.
date are as follows:

Al Z R (457)
AEBIZHERRANR _Z2LF

A=t —RZHEBHINWT:

Proportion of

Place of equity interest
incorporation/ Place of attributable to
Name of associate establishment operation the Group Principal activities
HEMRL, REERERS
LN PR 3 3t 26 HE i B i % £ 51 TEXH
2006 2007

“EEAT SBBLE

%

%

PSCL Singapore Singapore 24.26
7 IS R

Wing On Bermuda Hong Kong =
K% BRE 5

HZ Rubber PRC PRC -
MM EGR el B

PSCL is a company listed in the Republic of Singapore and its
financial year end date is 31 December. The Group’s share of
interest in PSCL at 31 March 2006 and at 31 March 2007,
respectively is calculated based on the net assets of PSCL at 31
March 2006 and at 31 March 2007, respectively, extracted from
the published financial information of PSCL and the result from
the date on which PSCL became an associate of the Group to
respective balance sheet dates.

Wing On is a company listed in Hong Kong and its financial year
end date is 31 December. The Group’s share of interest in Wing
On at 31 March 2007 is calculated based on the net assets of
Wing On at 31 December 2006 after adjusting for any material
transactions up to 31 March 2007, and the result from the date
on which Wing On became an associate of the Group to the
balance sheet date of 31 March 2007.

HZ Rubber is a PRC sino-foreign equity joint venture.

The above tables list the associates of the Group which, in the
opinion of the directors, principally affected the results of the
Group for the year or formed a substantial portion of the net
assets of the Group at the end of the year. To give details of
other associates would, in the opinion of the directors, result in
particulars of excessive length.

24.26  Supply of household
consumer products
HEXBHEEM

20.36  Business of providing
package tours, travel
and other related
services

RARTTE - iR &
H {18 7 IR 7%

26  Manufacturing of tires
g

R RN AE EH 2
REHEUBEFEAERRT-R=
T—H-AKEREERN TN
F=A=+—BRk-_ZZELF=A
=t—Bz#ExE DREEAN_-F
ENFEAET—HAR=_FFTLF
ZA=+—RZEEFEREHEE
BETIEZHBERN) RERK B
SEMENTREREREERZE
BEtHE-

KR —HREE LT 2 RAF 2B
BERBEART-_R=+T—H XK
SEEHEXZR-_ZELF=A=
T—RzEE IREBEXEZNR_-ZFE
RNETZA=+—HZEESFE (B
REBEE_TTLF=A=+—A1IL
ZEREARR HETHE) Kok K
RASEBERREHEAEH -
EEAF=R=+—HZ¥EFE-

MM RGBT —REFINEHE &

NG

ERINE A KEBE L NF] JIES
RARIBYEEAEERFE ZXE
ERAEBFREEFEEAR
DZRE EETRL FHEEMEE
REATBUREBNITEK
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22. INTERESTS IN ASSOCIATES (Continued)

e. The summarized financial information in respect of the Group’s

associates is set out below:

22.

BMEQNT 2ESE (4)

e. AEBEBENRMBERMEMT:

2007 2006
HK$°000 HK$'000
—EELHF —TEXRF
THR T THEL
Total assets BERE 10,796,695 3,307,275
Total liabilities afEeRE (6,872,066) (1,132,934)
Net assets BEFE 3,924,629 2,174,341
Group’s share of net assets of NEBEGEE QA
associates BEFE 875,614 616,871
Revenue A 10,510,049 870,320
Profit (loss) for the year AEE T (E18) 97,098 (56,160)
Group’s share of profit (loss) of REBARFEEMN
associates for the year Bt & A Rl ) (E548) 35,356 (21,494)

f. The Group has discontinued recognition of its share of losses of
certain associates. The amounts of unrecognized share of those
associates, extracted from the relevant audited financial
statements of associates, both for the year and cumulatively, are

f. AEBEKRIBABGEE THER

Bl BB - AT REEZEHE QA
ZAMERBIEEAR Ty B A8 R i
ERBAAFELEERMBHRRRR

as follows: AT
2007 2006
HK$’000 HK$ 'OOO
—EELE —ETREF
T %L T %L
Accumulated unrecognized share of FE(L B & AR RET
losses of associates REERE R (558) (19,441)
Unrecognized share of losses of RIERZNFEEG
associates for the year RN = - (211)
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23. LOANS TO ASSOCIATES 23. HTHEQATER
2007 2006
HK$’000 HK$000
—EELHF —TETREF
T # T TEL
Loans to associates MYHERRIER 373,403 3,954
Less: Accumulated impairment o REHRE (1,331) -
372,072 3,954
Less: Amounts shown under ROSERBEE Y, © 5
current assets (872,072) (2,623)
Amounts shown under TIVEIERENEE . © FE
non-current assets - 1,331
The amounts are unsecured, bears interest at Hong Kong Prime ZeRAERM REBSREEFNEM
Rate plus 2% to 3% (2006: Hong Kong Prime Rate plus 2% to 2EZEIE(ZTEAF AEARERF
3%) and repayable on demand or within one year. EMN2EZEIE) T2 WAHANERKEL
R—FREE-
24. AVAILABLE-FOR-SALE INVESTMENTS 24. MHEEZRE
2007 2006
Notes HK$’000 HK$'000
—EELF —TERF
P 33 THET T#H T
Listed investments: EHRE:
— Equity securities listed - REBLEmZ
in Hong Kong NS (@) 247,967 19,681
Unlisted securities: FELEMFES:
— equity securities - RARFES (b) 43,662 73,500
— debt securities - BEE 5 ©) 704,067 514,364
747,729 587,864
Total st 995,696 607,545
Analyzed for reporting purposes as: ~ #t 2 ¥R B B9 e D47
Current assets MEEE - 73,500
Non-current assets FEMEBEE 995,696 534,045
995,696 607,545
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24,

AVAILABLE-FOR-SALE INVESTMENTS (Continued)

Notes:

@

All listed investments are stated at fair value which is determined
based on the quoted market bid prices available on the Stock
Exchange.

During the year, the Group disposed of unlisted equity securities
with a carrying value of HK$73,500,000 through disposal of
subsidiaries for a consideration of HK$73,500,000 and there
was no gain or loss from such disposal. In additions, carrying
value of HK$43,662,000 were acquired through the acquisition
of GDI Group, which represents 9.76% interest in
Apex Quality Group Limited (“Apex”). Apex is incorporated in the
British Virgin Islands and engaged in hotel and leisure related
business. They are measured at cost less impairment at each
balance sheet date because the range of reasonable fair value
estimates is so significant that the directors of the Company are
of the opinion that their fair value cannot be measured reliably.

During the year ended 31 March 2006, the Group subscribed
three convertible notes with an aggregate amount of
HK$650,000,000 from (i) Macau Prime Properties Holdings
Limited (previously known as Cheung Tai Hong Holdings Limited),
a zero coupon convertible note with maturity on 10 August 2010
at the redemption amount of 110% of the principal amount
(“Macau Prime 2010 CN”), (i) See Corporation Limited, a zero
coupon convertible note with maturity on 9 August 2010 at the
redemption amount of 110% of the principal amount (“See
Corporation CN”); and (i) Wo Kee Hong (Holdings) Limited, a
convertible note at interest of 7.25% per annum payable semi-
annually with maturity on 5 September 2008 (“Wo Kee Hong
CN”). All these companies are public limited companies with
their shares listed on the Stock Exchange. The Group has
classified all the debt element of the convertible notes as available-
for-sale investments which were measured at fair value at initial
recognition. The conversion option element of the convertible
notes were classified as conversion option embedded in the
convertible notes and were measured at fair value in accordance
with HKAS 39. The fair value was estimated using the Black-
Scholes option pricing model.

As at 31 March 2006, the fair value for the debt element and
conversion option element were approximately HK$514,364,000
(representing Wo Kee Hong CN of HK$27,950,000, Macau Prime
2010 CN of HK$368,368,000 and See Corporation CN of
HK$118,046,000) and HK$231,509,000 (note 27). During the
year ended 31 March 2006, an decrease in fair value of
approximately HK$18,175,000 for the debt element and an
increase in fair value of approximately HK$114,048,000 for
conversion option element were recognized in equity and profit
and loss, respectively.

HANNY HOLDINGS LIMITED &£ @EEF R A A
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AHEHEZRE (4)

[{yE A

(a)

FT A £ % & 9 1 AR 15 B 22 i 4 4
ZHBRTIHEEABEE 22 TFET
K-

AEE AEBBBLENBARM
i) £ BR 1 18 73,500,0007% 7T 2 3E E
MR A FE % - KB /73,500,000
JC LI E I A E - ph AN B
BREEEmMESKRMAES3,662,000
7 7T Bl Apex Quality Group Limited
(TApex] ) Z9.76%H 25 - Apex A &
BRLZBESEMAR  #EHE &K
FHEEXE - AEE AT EMGHTEHE
HEEE MARREETRAEZERE
S ATV EEESHAE WRSE
HERABRKARBRETE

BE-_ZEZF=ZA=+—HItF
B AEEERE=-MHALBZE.
#58 5650,000,0007% 7T » E AP (i)
HRESEARAR (AIEFERT
EEERQF) ZALBEEREATE
ANBER W_E-—ZFNF+A
FH BOSBEAARAEE Z2110%
(CRFIER - —ZFEIH A %
ZR]) (NEEREEERARZA
HEEEATENHBER R
—ZFENANRRH BEOSEAN
CEZ2I10%([EEHEAHBRE
®1) RifaEsT (RB) SR A A
A RBEE BRABFET7.25%
B¥FEINF—R RZZTZENFNA
AHBH([METARBREE]) -
R RBHEAR EM AT ER MK
EBR EM - AEBEFHE A K
REBZEEBIREAATHDE
ZERE RBERERKIRATES
B R RERHBERSREA
AHBEBR BB REEEE:

EREIFIRAFEFE AT ER
Black-ScholesEi# E B & X (A5

R-ZETXRE=-ZA=+—"8 EEP
PRABBEDZAFEN A
514,364,000/ 7t (B M 1T A i
B 7 B5827,950,0005 7T R FY
EZE_ZT—SFIHTLBEEZ
% %E368,368,00078 JT K& @ 5 1] i,
B E g 7 # 5 118,046,0005% 7T) K
231,509,000/8 7T (M 3£27) - EHZE =
TEXNF=ZA=Z+—RHLFE EF
5 4718,175,000% 7T 2 & T E R
DR 5 REER 5 #9114,048,00058 7T
ZAFEENEDHIRERRIEZR
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AVAILABLE-FOR-SALE INVESTMENTS (Continued)

During the year ended 31 March 2007, the Group has subscribed
two convertible notes with principal amount of HK$270,000,000
from Macau Prime Properties Holdings Limited (“Macau Prime
2011 CN”) and HK$19,000,000 from Asia Standard International
Group Limited (“Asia Standard CN”). All these companies are
public limited companies with their shares listed on the Stock
Exchange. Macau Prime 2011 CN carries interest at 1% per
annum with maturity on 14 June 2011 at redemption amount of
110% of the principal amount. Asia Standard CN carries interest
at 4% per annum with maturity on 14 May 2009 at redemption
amount of 100% of the principal amount.

The debt element of Macau Prime CN and debt element of Asia
Standard CN amounted to HK$202,184,000 and HK$16,116,000
respectively were measured at fair value at initial recognition. The
conversion option element of Macau Prime CN and Asia Standard
CN amounted to HK$67,816,000 and HK$2,883,000 respectively
were measured at fair value in accordance HKAS 39 and classified
as conversion options embedded in convertible notes, details of
which are set out in note 27.

Fair value of HK$92,368,000 debt element of convertible notes
were transferred to listed equity securities upon the conversion of
convertible notes.

During the year ended 31 March 2007, a net loss arising on
change in fair value of approximately HK$47,231,000 for the
available-for-sale investments which were recognized in investment
revaluation reserve, representing the loss on fair value change of
HK$34,902,000 for listed equity securities and the loss on fair
value change of HK$12,329,000 for unlisted debt securities. A
cumulative loss of HK$13,120,000 on fair value of listed equity
securities was removed from reserve and recognized in the
consolidated income statement during the year while an additional
impairment loss of HK$32,631,000 was directly recognized in the
consolidated income statement.

As at 31 March 2007, the fair value for the debt element and
conversion option element were approximately HK$704,067,000
(mainly representing the Wo Kee Hong CN of HK$28,922,000,
Macau Prime 2010 CN of HK$277,331,000, See Corporation CN
of HK$135,736,000, Macau Prime 2011 CN of HK$218,842,000
and Asia Standard CN of HK$17,116,000) and HK$52,070,000
(note 27), respectively.

The effective interest rate for the unlisted debt securities is ranging
from 8.3% to 10% per annum.

24.

AHHEZRE (4)
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25.

DEPOSITS FOR ACQUISITION OF LONG-TERM
INVESTMENTS

The amount at 31 March 2006 represents the refundable deposits
paid for the acquisition of unlisted long term investments pursuant
to various conditional agreements entered into by the Group
during the year ended 31 March 2006. During the year,
HK$155,175,000 were refunded to the Group upon the terms of
the agreement were not concluded. The remaining balance of
HK$35,000,000 at 31 March 2006 represents the deposits paid
for acquisition of unlisted investment (“Port Investment”) in the
PRC, which is engaged in the port business in the PRC. As the
land use right for a piece of the land where the port located have
not been obtained by the Port Investment, the transaction has
not been completed. The vendor has pledged the shares of Port
Investment to the Group as security to the deposit paid. In the
opinion of the directors, the land use right will be obtained in due
course and the directors have assessed the recoverable amount
of the deposit with reference to the business valuation report of
Port Investment and assets valuation report of the land held by
Port Investment, and considered no impairment loss is identified.

During the year ended 31 March 2007, the Group paid an
aggregate of approximately HK$110,000,000 as tender deposits
to three independent third parties for the acquisition of certain
interests in water supply business, sand vessel business and the
exploitation right for river sand business (the “Potential
Investments”) at a consideration of HK$80,000,000,
HK$90,000,000 and HK$179,000,000, respectively. These
payments would be refundable from the counter parties if the
terms and conditions had not been concluded within one year
after the payments made by the Group. Subsequent to
31 March 2007, certain sales and purchase agreements were
entered by the Group for the Potential Investments, details of
which are set out in note 57.
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26.

27.

DEPOSIT PAID FOR ACQUISITION OF SUBSIDIARIES

In June 2006, the Group entered into an agreement to acquire
100% equity interest in Goal 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 operations and related management. The acquisition
was cancelled subsequent to 31 March 2007 due to certain
conditions not yet fulfilled by the vendor, including the land use
right related to a piece of land located in the PRC to be obtained
by the subsidiary of Goal Wisdom Limited and the vendor refunded
the amount of HK$50,000,000 to the Group.

CONVERSION OPTIONS EMBEDDED IN CONVERTIBLE
NOTES

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
available-for-sale investment.

As explained in note 24 , the Group subscribed Macau Prime
2011 CN and Asia Standard CN during the year ended 31 March
2007. During the year, an amount of HK$70,700,000 were
recognized as conversion options embedded in convertible notes
upon the subscription of Macau Prime 2011 CN and Asia Standard
CN which are measured at fair value at initial recognition.
Conversion options embedded in convertibles notes with carrying
value of HK$63,008,000 were transferred to available-for-sale
investments upon the conversion of convertible notes. The Group
also recognized a decrease in fair value changes of approximately
HK$187,131,000.

26.

27.

BENBARMNZRE

REBR ST RNENAR Wam WiE
SHEERABZEZHBRE RER
50,000,000 Lo m B BB R A A 2L E
ERAR HWNE A RN EERERE
RSB ER AN E A MAERE TIE
HeEEEsREER AR ZH B AT
BB — AR B 2 iz + b A4
N & 75 17K & B3R [8150,000,0005 7T * 81
ZEWEBN-—_ZEtF=ZA=1+—H%
BH

ARBREEZHRE

AHBRERZ A BEEARERBZE
THRBREZ HIRER D WAL FE
AR RFUABRERZ AL RER

A HHERE-

M sE24ft - MEE —TTE+FE=F=
+—HLFE AEERERIIER-Z
—— SR HBRERRZEHBRE
BN A£#70,700,0008 T2 &EE R
RERMAER T ——FEHPI L BRE
BRZEA S HEERERARNIBRE
B2 Rk NEREREIE AT E
& - BR T {8.63,008,000/ 7T 2 7] X+, # ZiE
HMERE BRI L BEREERE A #
HERE - AEBNER A FELERE D
#9187,131,0007 Jt °

Annual Report 2006-2007 4F #

116




Notes to the Consolidated Financial Statements

VAN
AR

B 7% ¥R 5% I &

- For the year ended 31 March 2007 # 2 = R R Lt = A =+ — Bk F &

117

28.

CONVERTIBLE NOTE RECEIVABLE FROM AN
ASSOCIATE/CONVERSION OPTIONS EMBEDDED IN
CONVERTIBLE NOTE RECEIVABLE FROM AN ASSOCIATE

The convertible note is held by China Enterprises Limited (“CEL”,
a non wholly-owned subsidiary under GDI), which became a
subsidiary of the Group pursuant to acquisition of the GDI Group.

During the year, CEL entered into an agreement to subscribe a
convertible note with an aggregate principal amount of
HK$300,000,000 from Wing On Travel (Holdings) Limited (“Wing
On CN”), a 20.36% associate of CEL). The Wing On CN carries
interest at 2% per annum and will mature on 7 June 2011. The
initial conversion price is HK$0.79 per share (subject to
adjustments). Unless previously converted or lapsed by Wing On
Travel (Holdings) Limited, Wing On Travel (Holdings) Limited will
redeem the Wing On CN on 7 June 2011 at the redemption
amount which is 110% of the principal amount of the outstanding
Wing On CN. The effective interest rate of Wing On CN is 9% per
annum.

The Group has measured the Wing On CN in accordance with
HKAS 39. The debt element of the Wing On CN were measured
initially at fair value and subsequently at amortized cost and
classified as convertible note receivable from an associate on the
consolidated balance sheet. The conversion option element of
Wing On CN were measured initially and subsequently at fair
value in accordance HKAS 39 and classified as conversion options
embedded in convertible notes receivable from an associate.
During the year, a decrease in fair value of HK$18,396,000 for
conversion option element were recognized in the consolidated
income statement.

HANNY HOLDINGS LIMITED &£ @EEF R A A
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29.

DEPOSITS FOR ACQUISITION OF INTERESTS IN
PROPERTIES

Deposits for acquisition of interest in properties with carrying
value of HK$58,830,000 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 “Project”).

The GDI Group entered into a conditional agreement with a third
party to acquire the interest in properties in a parcel of land
situated in Shanghai, PRC and the 24-storey building being erected
upon the land together with 2 levels of underground carparks for
a consideration of RMB450,000,000 (approximately
HK$424,528,000). An initial payment of RMB58,000,000
(approximately HK$58,830,000) 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 vendor. On 22 June 2006, the People’s High Court of
Shanghai City ruled the case in favour of the GDI Group and
demanded the vendor to continue fulfilling its obligations to refund
the deposits to the GDI Group under the agreement.

On 12 July 2007, an independent third party made an letter of
offer to acquire the Project from the Group and made an deposit
of RMB70,000,000 (equivalent to HK$70,000,000) into an escrow
account held under the People’s High Court of Shanghai City as
protection to the Group. The directors of the Company consulted
with the Group’s legal counsel and were of the view that the
carrying amount of deposit was not less than its recoverable
amount and considered no impairment loss is identified.

29.
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30. INVENTORIES 30. FE
2007 2006
HK$’000 HK$’000
—EELHF -_= g 7N i
Raw materials JR# 107 3,125
Work in progress R m - 1,801
Finished goods UK m - 3,627
107 8,553
Classified as held for sale (Note14) FIRAIHFELE (M 14) - 616,142
107 624,695
As at 31 March 2006, included above are raw materials of RZEBEENF=ZA=+—0H LtiiER
HK$176,000 and work in progress of HK$1,000 which are carried FERMEH76,0007%8 7T & £ & 51,0008
at net realizable value. JC Jh LA R B3R FE A BR -
31. OTHER ASSET 31. HihEE
Other asset with fair value of HK$229,288,000 were acquired BRI (B A229,288,000/8 T 2 Efth & &
through the acquisition of GDI Group. The amount is related to a WERESEMES ZEcEFH
land development project of 28 11 88 LU %5 % & % B located in —IHURFREKEMAMNRELERR
Long Shan Development Area, Doumen District, Zhuhai City, the ZHEEBMELEXEXER T HERIE
PRC. The GDI Group has made a payment of HK$229,288,000 B-HESEEMFTREFT N
to PRC government in return for the exclusive development right 229,288,000 T NESZIEE < 5B
to the project and the right to obtain the land for the development FEER R IGZ T ER R G 2 #
(“Other Asset”). The Group is also entitled to sell the rights to the AMTHEMEE]) AKRENBERES
investors at consideration to be agreed among themselves. The BEZREFLSEMNEE TEMIKTE
Other Asset were acquired for resale purpose and the directors FEWBEMEEFEERSE MES
have assessed the carrying value of the Other Asset with reference BE2BBLAEMEARMSBEERLE
to the valuation performed by an independent valuer on an open FrfEz b EMEMEE CREE I
market value basis and no impairment loss is identified. EEHR R ERSE-
32. TRADE AND OTHER RECEIVABLES 32. EZRHEMEWKRNRIR
2007 2006
HK$’000 HK$000
—EELF —EETRF
T T &AL
Trade receivables B 5 EWGRIE 40,003 729,983
Less: accumulated impairment R REFHRE (38,902) (73,313)
1,101 656,670
Other receivables (Note) o FE YRR (W 32) 388,072 49,006
Reclassified as assets held for sale 5 B % BE
(note 14) (W 3214) - (645,946)
389,173 59,730
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32.

TRADE AND OTHER RECEIVABLES (Continued)

B RHEMERE (4)

The Group allows an average credit period of one to two months REBRESERP YT i"] %% H—ZEmEA

to its trade customers. The following is an aged analysis of trade ZEEH-REEE R B S RKFIEN
receivable net of impairment losses at the respective balance BROBEE B ZREKD Tﬁ PN

sheet dates:

2007 2006

HK$°000 HK$'000

—EELHF —ETREF

T # T T

Not yet due K5 A 1,101 573,862

Overdue within one month wER DR — & A - 66,333

Overdue between one and two months # B — = @ E A - 2,266

Overdue more than two months 460 HA 768 38 /A & A - 14,209

1,101 656,670

Note:

Included in other receivables is consideration receivables in connection
with the disposal of the Disposed Business, as set out in note 2 and note
49, of US$33,000,000 (equivalent to HK$256,047,000) held under an
escrow account. 50% of US$33,000,000 should be due on 1 April 2007
and the remaining balance should be due on the business day after
30 September 2007. On 29 March 2007, the Group received a notice of
claim (the “Claim”) from Imation in connection with the alleged breaches
of warranties as set out in the Disposal Agreement. The Claim demanded
the withhold of the amount of US$33,000,000 (equivalent to
HK$256,047,000) in the escrow account pending the resolution of the
Claim. The Group has objected to the Claim on the grounds that the
allegations in the Claim are not supported and that Imation failed to
indicate what investigation Imation had made of the allegations. The
Group asserted that based upon the generality of the Claim, it appears
to have been disclosed in the disclosure schedules to the Disposal
Agreement, and therefore, not properly the subject of an indemnification
claim.

The Group is now in discussions with Imation concerning the Claim and
possible resolution of the dispute. The directors are of the opinion that
the Claim is ill-founded and there were no breach of any warranties
made by the Group in the Disposal Agreement. No impairment is
considered necessary to make against the receivables.
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33.

34.

BT R MAE
For the year ended 31 March 2007 # 2 = R R Lt = A =+ — Bk F &
INVESTMENTS HELD FOR TRADING 33. BFEEERE
Investments held for trading at the balance sheet dates include: REER FIEEBEZREBRRE
2007 2006
HK$’000 HK$'000
—EELF —ZEEREF
F#H T % T
Listed securities: EWmES:
— Equity securities listed in Hong Kong - REBLMZBRARES 569,131 397,989
— Equity securities listed elsewhere - REMHMF Eiz
PR 7 5 29,617 24,008
598,748 421,997
DEPOSITS PAID FOR ACQUISITION OF INVESTMENTS 34. WBEFEEE2REMGZES
HELD FOR TRADING
In March 2007, the Group entered into conditional agreements to REBR T LF = AEF BT
acquire 10,563,715 shares of Guangzhou Global Telecom Inc., a % W BE Guangzhou Global Telecom
company whose shares were subsequently listed on Over-The- Inc. ( EHmHR-_ZEZE+FRA++H
Counter Bulletin Board of United States of America on REBEBINRZFHER £ M)
17 May 2007, for a consideration of US$19,015,000 (equivalent 10,563,715 & 7 - K. /8 & 19,015,000
to approximately HK$146,578,000) which is based on the FE T (45 M 146,578,000/ 78) * JHiR
subscription price under the initial public offer of Guangzhou Global % Guangzhou Global Telecom Inc. & X
Telecom Inc. An amount of US$9,507,000 (equivalent to AHABRENREEEE R HaElX
approximately HK$73,289,000) was paid as deposit upon entering  # € 9,507,000 T (4 5 R
the agreements. The transactions were completed subsequent 73,289,000 T0) - EXRHFNR_ZTF
to 31 March 2007. +tF=ZA=+—HBEZTK-
CONVERTIBLE NOTES DESIGNATED AT FAIR VALUE 35. RAFEIRYEBEZRAEEZA

35.

THROUGH PROFIT OR LOSS

During the year, the Group subscribed another two convertible
notes with principal amount of HK$50,000,000 from Mei Ah
Entertainment Group Limited (“Mei Ah CN”) and HK$50,000,000
from Golden Harvest Entertainment (Holdings) Limited (“Golden
Harvest CN”). The Group has classified Mei Ah CN and Golden
Harvest CN as held for trading purpose. Both Mei Ah
Entertainment Group Limited and Golden Harvest Entertainment
(Holdings) Limited are listed on the Stock Exchange. The Group
has designated these convertible notes as financial assets at fair
value through profit or loss. During the year, a gain of
HK$16,816,000 arising from changes in fair value was recognized
in the consolidated income statement.

HANNY HOLDINGS LIMITED &£ @EEF R A A
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FANAEEREGTRLEANSEER
RAIRERIREEE (5E) BRAF
7 Bl 3R B 7K & B8 3 50,000,000 7T &
50,000,000/ 7T 2 M 15 A] & # F &
(IEGETHEBREE]) R ([ZARA R
ER]) AEBBEETAURBREERE
AOURBMEBESBEARBIEEER G X
DIREENEBERAG R RRES
¥ (KB BRARHYARBRZMET
ZARAEEEEEZENARER
BEAFEINEYFABSRZTBHE
E-FRN 2FEEHMEEZ K
16,816,000/ TN AR & WS R IER



36.

U)

SHORT-TERM LOANS RECEIVABLES/SHORT-TERM 36. EWEHER EUREBEARAZE
LOANS RECEIVABLES FROM RELATED COMPANIES HE X
Short-term loan receivables (i) e U S BRE =
2007 2006
HK$’000 HK$000
—EZtEHF ZETR
T & T F# T
Loans and interest receivables FEWER KA E
— secured (note a) - B (Wiza) 308,549 -
— unsecured (note b) - IR (W 2Eb) - 20,162
308,549 20,162
Notes: i 32
(@) The amount were secured by the (i) shares in land/ (a) ZeBATIEEERE
property holding companies; (i) shares in certain ()BT MEZ AR
subsidiaries engaged in garment manufacturing; (i) listed Z A (i)E TR BR KRS
securities. 2B AR &G (i) £
[y
The loans receivables carry interest at Hong Kong Prime BB FIRE B HERF X
Rate plus 2% to 3% (2006: Hong Kong Prime Rate plus M2%ZE3% (ZTZTF . 5H
2% to 3%) and repayable on demand. BEREBRNEM2%ZEI%) 5T
B WEEREREER-
(o) The amounts are unsecured, carries interest at Hong (o) ZEBREERR KRBEEK

(i)

Kong Prime Rate plus 2% to 3% (2006: Hong Kong
Prime Rate plus 2% to 3%) and repayable on demand
or within one year from the balance sheet date.

Short-term loan receivables from related companies

The related companies are the companies in which the
Company’s substantial shareholder have beneficial
interests.

As at 31 March 2006, the amount were unsecured,
interest-bearing at Hong Kong Prime Rate plus 2% to 3%
and repayable on demand or within one year. The amounts
were fully settled during the year.

(if)

BEMEN2%EI% (ZEF
NE BBREEFNEMN2%
E3%) Ft R W ARENRK
BREERR —FAESR-

EWERRERR ZEHBPER

BERAERARBARAEIERRE
BERESN AR

MN-ZETRF=ZA=+—0 %
CHEAERE REERERT
EMN2%E3%aT B WAL E K
FR—FANEE-ZLEERTF
B SE-
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37.

38.

39.

40.

—ERRLFZ A=+ —BLEFH

MARGIN LOAN RECEIVABLES/PAYABLES AND BILLS 37. EBUFRER ENARERESERE
PAYABLE
Margin loan receivables and payables are generated from brokers’ EURITRE ?’K FEMFTFRERKRBLL
business, aged less than one month and bear interest ranging X% RO —@EA - &E/’éﬁ*ﬁﬁﬂ
from Hong Kong Prime Rate plus 3.5%, to prime rate plus 5% EM35%ZEE% (ZZEZRF - HAERKE
(2006: Hong Kong Prime Rate plus 3.5% to prime rate plus 5%). BEMRMIE%EE%) 51 8 - ENEF
Bills payables are aged within 30 — 60 days. BR#c /> F30260H °
PLEDGED BANK DEPOSIT 38. CEEARTER
The amount represents deposit pledged to bank to secure short- ZeBEC BB TFRIT G UESR
term banking facilities granted to the Group and are therefore REBERBHRTEEZER WD
classified as current assets. The pledge of bank deposits were HAERHEE - R_ZEZLF=A=1
released during the year ended 31 March 2007. —BILFE ROTERZEREHER-
The bank deposit carries variable interest ranges from 3.5% to REBEZZEZEF=A=1+—HLHF
4.6% per annum during the year ended 31 March 2006. B ZERITERIZFEEIS5%ZE4.6%5T
E o
BANK BALANCES AND CASH 39. BROEERRES
The bank balances and cash comprises cash and short-term RITEGLRRSBRASEMEE 2R
bank deposits with an original maturity of three months or less R REEA A=A NNANZEHART
held by the Group. The bank balances carries interest at 3.5% to TR RITHETFIEFRI5%E4.6% (=
4.6% per annum (2006: 3.5% to 4.6% per annum). TEERF 35%24.6%) 5o
TRADE AND OTHER PAYABLES 40. EZRHEMESRE
Included in trade and other payables is trade payables of RZBEZLFR_ZEENF=ZA=1+—
HK$17,140,000 and HK$71,535,000 at 31 March 2007 and 2006 AzEB S REMEMNRKED AR
respectively. 7,14 oooﬁé 7T % 71,535,000/ It ©
The following is an aged analysis of trade creditors at respective REHEER BHERNFIBZREDN
balance sheet dates: /(N
2007 2006
HK$’000 HK$’000
—EELHF —EERF
T #H T T# T
Not yet due REIH] 17,140 380,210
Overdue within one month wmE LR —EA - 75,260
Overdue between one to two months B —Z=/E A - 11,467
Overdue more than two months 160 B R A R E A - 10,037
17,140 476,974
Less: Trade payables included in BOFFABEHESER
liabilities directly associated REHE éf F
with assets classified EERE#EZ
as held for sale 2 5 I 5RIE - (405,439)
17,140 71,535
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41.

42,

43.

AMOUNTS DUE TO RELATED COMPANIES 41. ENBREQATRE
The related companies are the companies in which the ultimate BENRERKIERAREEERER
holding company has beneficial interest. /NI
The amounts are unsecured, interest-bearing at Hong Kong Prime ZRIEEER EESREZEMNEN2%
Rate plus 2% and repayable on demand. TR W ARBEREEE-
AMOUNT DUE TO ULTIMATE HOLDING COMPANY 42, A ERAER A RAKIE
The amount is unsecured, interest-bearing at Hong Kong Prime ZRIEEER EESREZFFNEN2%
Rate plus 2% and repayable on demand. R W ARBEREEE-
BORROWINGS 43. =N
2007 2006
HK$’000 HK$'000
—EELHF ZEERF
T # T T # T
Borrowings comprise: BRERE:
Bank loans RITER 88,350 125,275
Other loans Hi B R 510,000 562,047
598,350 687,322
Analyzed as: DT
Secured BEAR 88,350 314,373
Unsecured Ei i 510,000 372,949
598,350 687,322
The above amounts are A FRIBAR
repayable as follows: AT FHEE
Within one year or on demand —F RN E K 514,650 591,629
Between one and two years —EMEAN 7,440 5,073
Between two and five years MERFA 22,320 23,732
Over five years HART 53,940 66,888
598,350 687,322
Amount due within one year ARSEEET
under current liabilities R—FERE 2 7B (514,650) (591,629
Amount due after one year —F 1% E|H 2 FIE 83,700 95,693
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43. BORROWINGS (Continued) 43.

The exposure of the Group’s fixed-rate borrowings and the
contractual maturity dates are as follows:

B (%)

AEBZERBREEOEBBALT:

2007 2006
HK$°000 HK$000
—EELF —EEREF
T # T T #H# T
Fixed-rate borrowings which —FRE 2 E BB
due within one year 510,000 200,000

The Group’s borrowings that are denominated in currencies other
than the functional currencies of the relevant group entities as at
31 March 2006 are set out below:

AEER-_TF7
EZESLI )2
fEREF AT

FZA=+—HHUEAE
AN 2 B EHEZ

‘uﬂ?v >|

As at 31 March 2006 RZEERF=ZA=+—H

The ranges of effective interest rates (which are equal to contractual

AEBEBRZBERA X

m
¥
T
o)
2
S

interest rates) on the Group’s borrowings as follows: R)EEWNT:
2007 2006
—EELHF —EERF

Effective interest rate: HER A2
Fixed-rate borrowings EEMER 15% to 18% 18%
15% £ 18% 18%
Variable-rate borrowings EFSNE=EN 5.03% to 10% 5.03% to 10%
5.03%210% 5.03% = 10%
44, BANK OVERDRAFTS 44, BITEX

Bank overdrafts are repayable on demand and carry interest at
prevailing market rate ranging from 6% to 7% per annum (2006:
5% to 8% per annum).
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SHARE CAPITAL 45, B% A
Number
of shares Value
HK$'000
R EE BEE
FHT
Authorized: ETERRA
At 31 March 2006 and 31 March 2007 RZEZXE=ZA=+—HRK
(Ordinary shares of HK$0.01 each) —EZ+F=A=+—H
(BREECOEIT . ElmK) 20,000,000,000 200,000
Issued and fully paid: BERETRBRBKRA:
At 1 April 2005 (Ordinary shares of RZZETHAFMA—H
HK$0.01 each) (BEREECOIEB T Z EBR) 223,628,412 2,236
Issue upon scrip dividend AR B 81T 3,624,990 36
Exercise of share options TR 10,000,000 100
At 31 March 2006 (Ordinary shares of RZZEZE F=A=+—H
HK$0.01 each) (BFREEBECOIAIT 2 LA 237,253,402 2,372
Issue upon scrip dividend (note a) PABR AR B 31T (W32 a) 2,367,102 24
Exercise of share options (hote b) TR RS A (W 22b) 3,250,000 38
Issue of share for GDI offer (note 2(i) AR E TR D (M 323) 9,926,228 99
Conversion of convertible loan note (notec) XA KB ERZIE (K 0 27,608 =
At 31 March 2007 (Ordinary shares of RZZEZt+F=HA=1+—8H
HK$0.01 each) (BREECOAIL TidR) 252,824,340 2,528

Notes:

@)

In September 2006, 2,097,260 shares in the Company of
HK$0.01 each were issued as scrip dividend at HK$3.466 per
share. In February, 2007, 269,842 shares in the Company of
HK$0.01 each were issued as scrip dividend at HK$3.734 per
share.

During year ended 31 March 2007, 3,250,000 shares of HK$0.01
each in the Company were issued upon exercise of share options
at subscription price of HK$2.9888 per share, the shares issued
during the year rank pari passu with the existing shares in all

(g

respects.

Convertible loan notes of HK$248,472 were converted into 27,608 (c)
ordinary shares of HK$0.01 each of the Company.

RZZTERENA ANRAIEBIUK
REIR T H3.466/8 T 2 BI& 31T
2,097,2608% & X E1E0.017% 7T 2 %
e —_ZBELFE-F KRQRIFEBIA
&R BIR TR 8.73478 T 2 (B& 31T
269,8428% B IR E H0.017%8 7t 2 %

T/\ o

BE_TZZ+F=A=1+—HI&F
& RNRRIAE2.98888 Tt 2 RE
BTE B MR8 3£ 173,250,0000% &
REEOIE T ZBRM ZEFAE
BIIZRHEME @Y HEIEFRK

NEZEHRSE-
248472 TR IR BEREEE X

#527,608% AN A 7] & X E {H0.01
Bz LK
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46.

CONVERTIBLE LOAN NOTES

During the year, the Company issued convertible loan notes with
principal amount of HK$770,973,000 for the acquisition of GDI
Group. The fair value of the liability component at the date of
issue is HK$627,636,000. The convertible loan notes carry interest
at 2% per annum and will be matured on 15 June 2011. The
convertible loan notes are denominated in Hong Kong dollars.
The initial conversion price is HK$9 per share and subject to anti-
dilutive adjustments. The effective interest rate of the liability
component is 6.6% per annum.

Unless previously converted by the convertible note holder, the
Company will redeem the convertible loan notes on the maturity
date at the principal amount of the convertible notes then
outstanding.

The convertible loan notes contain two components, liability and
equity elements. The equity element is presented in equity under
the heading of “Convertible loan notes reserve”. The fair value of
the liability component of the convertible note payable, determined
based on the present value of the estimated future cash outflows
discounted at the effective interest rates of 6.6% per annum at
the balance sheet date, approximate their corresponding carrying
amount.

Convertible loan notes of HK$248,472 were converted into 27,608
ordinary shares of HK$0.01 each of the Company.

HANNY HOLDINGS LIMITED &£ @EEF R A A

46.

ARBERRE

FR ARREBRBHEEERTA
& H770,973,0008 T2 Al LA ERE
B-BEBIRETEHZAFESE
627,636,000/ Lo A] AR E REERIZF
B2%st B R=FE——FA+HAE
B Al EREEAB THE-BRER
BEARSRIE L IERBEAEME
W-BEBINERFFEE6.6% -

BRIFAABRERRFA ARSI L%
BRI R RZAR B B IRE B id R %
ZARBERNASRE DA LB ER
Z&e
1N X

ALBMEREERREAERER WA
DotEm AN N (AR EREEFHE]
MESRA25 -NEER A HBRERE
BRABMOZAFERERFNX
6.6%UREFERRERERAEE
EEHEMEREERS-

248,472 L Z Al KR E R ERE K i
27,608 AR A FMEEC.01E T2
T RA -



DEFERRED TAX 47. FEER E
The following are the major deferred tax liabilities (assets) RENEERZETEZEERBAGE (B
recognized and movements thereon during the year: E)REZ8HHNT:
Revaluation  Accelerated
of investment tax Tax
property depreciation Others losses Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Note)
RE hns®
MEER RIENE Hty BIEEE HE
THET F# T F# T F# T T#HT
(M 3z)
At 31 March 2005 R-_ZBZRF
=A=+—~ - 1,033 (19,305) (32) (18,304)
Currency realignment SIS T B = 21 @1) = (20)
Charge (credit) FAREE
to the consolidated Wk
income statement nk (AER)
for the year (note 12) (W 3212) - 789 (21,708) - (20,919)
Arising on acquisition g4 )N
of subsidiaries B E A 6,298 - - (300) 5,998
Reclassified as held for sale BEFNEA
FIEHE - (1,697) 41,267 - 39,570
At 31 March 2006 RZZERF
=A=+—H 6,298 146 213 (832) 6,325
Currency realignment HHAE - - (213) = 213)
Charge (credit) FRARES
to the consolidated U5 3K
income statement Her (ABR)
for the year (note 12) (M 3212) 462 666 - (1,132) 4)
Arising on acquisition of e BB BT BB 2 &
subsidiaries W A - 28,675 - - 28,675
At 31 March 2007 RZETLF
=—A=+—H 6,760 29,487 - (1,464) 34,783

Note:

The amount is mainly attributable to the movements of temporary

differences arising from the carrying amounts and tax bases of
major balance sheet items such as receivables, inventories and
accruals of a subsidiary in the USA.

M 3

ZBBETEZHARIEMBATNE
BEEEAMBKER (WNEEFIR 17
BREMNFE) ZREERRENT

BEREBHK-
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47.

48.

DEFERRED TAX (Continued) 47. ERERLIE (4F)
For the purposes of balance sheet presentation, certain deferred MEEBBRCEYME & TEER
tax assets and liabilities have been offset. The following is the HEENBEBD FHE AN EEMK
analysis of the deferred tax balances for financial reporting RMARZBRERIBELE BT
purpoSes:
2007 2006
HK$’000 HK$’000
—EELF —EERF
T #H T T # T
Deferred tax assets REFRIBE E (1,464) -
Deferred tax liabilities REHIARE 36,247 6,325
34,783 6,325
The Group has unused tax losses of HK$179,513,000 and REZZEELFRZFENF=A=1+—
HK$374,839,000 at 31 March 2007 and 2006 respectively B AEETBREHRF AN 2 KB
available for offset against future profits. A deferred tax asset has A IEEES R A179,513,000% 7T &
been recognized in respect of tax losses amounted HK$8,365,000 374,839,000 T-NR_ZETLFR_-F
and HK$1,897,000 at 31 March 2007 and 2006 respectively of ERFE=ZA=1T—H ZEBEEF S
such losses. No deferred tax has been recognized in respect of 8,365,000 7T & 1,897,000/% 7T Ht 18 /&5
the remaining HK$472,399,000 and HK$372,942,000 at BEBRRELEHBEE-R_ZF
31 March 2007 and 2006 respectively due to the unpredictability FRZFTERNF=ZA=+—H HRK
of future profit streams. The losses can be carried forward BE TEORI R 20m B JROR - R B st R &
indefinitely. $8472,399,0007% 7T & 372,942,000/ T
2 Bl W RIE I B IE o 52 5 5 18 ] R IR A
e
ACQUISITION OF SUBSIDIARIES 48. WHEHE QA

(i) For the year ended 31 March 2007

As explained in note 2 (i) , the Group acquired a further
69.5% interest in the issued share capital of GDI Group
for total consideration of HK$751,353,000. GDI Group
became a 98.9% subsidiary of the Group. This transaction
has been accounted for using the purchase method of
accounting.

HANNY HOLDINGS LIMITED &£ @EEF R A A
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B EE2(i) ATl - ANE B IARKRE
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48.

ACQUISITION OF SUBSIDIARIES (Continued) 48.
(i) For the year ended 31 March 2007 (Continued) (i)

The net assets acquired in the transaction, and the
discount on acquisition arising, are as follows:
Acquiree’s
carrying amount

W RB H B8 2 A (4%

HE-_ZZLF=H=+—H
EEFE (%)
RRZHRE 2 BEFERKE
EEZIEMT:

before combination Adjustments Fair value
HK$'000 HK$'000 HK$'000
& A1 FT U EE A F]
2 REE B oF¥E
FEL T #H# T T HE AT
Net assets acquired: Wi BEEFME:
Property, plant and equipment VE 3PS 105,026 30,227 135,253
Interests in associates iR /NE] *E 488,554 72,054 560,608
Convertible note receivable from JE Hﬁl BliE=YNE
an associate GBS }ﬁﬁ = 238,116 - 238,116
Available-for-sale investments A HERE 08,746 = 98,746
Deposits for acquisition of interest U BB EHEZS
in properties e 56,295 — 56,295
Other asset HMEE 229,288 - 229,288
Inventories & 149 = 149
Amounts due from associates FE LA Bt 22 3 R FRIR 4,510 = 4,510
Short-term loan receivables JE U 52 BB 3R 338,687 = 338,687
Trade and other receivables Z 5Kk E AW FRIA 56,639 = 56,639
Conversion options embedded J& U — B &= 2 &) AT
in convertible note receivable HIME 7 H iRk
from an associate 63,038 - 63,038
Tax recoverable A U B 7 18 126 = 126
Bank balances and cash WITEFERRE 93,656 - 93,656
Trade and other payables B 5 & E A AT IR (27,323) = (27,323)
Amounts due to related companies &1~ B83E A RIZKIE (208,326) = (208,326)
Tax payables e i1 (14,126) - (14,126)
Obligation under a finance lease B & B A (124) - (124)
Deferred tax liabilities BT IR A& 21,175) (7,500) (28,675)
1,501,756 94,781 1,596,537
Minority interest DER R (331,416)
Discount on acquisition Wi I o (132,462)
Reclassify from the Group’s BN BEAEH
interests in associates REE DR 2 (353,478)
Revaluation increase in net assets SEBRASE 2
attributable to interests previously HEERZ
held by the Group FEESEGIEM (27,828)
Total consideration BRE 751,353
Total consideration satisfied by: BMREZZMAR:
Cash Re 17,915
Issue of convertible loan notes BT RIRBEREE 687,188
Issue of shares BT 38,733
Expenses incurred W EA 2 X
for the acquisition 7,517
751,353
Net cash outflow arising WHEIBEEEXZ
on acquisition: WE ML FE:
Cash consideration paid BENReRE (17,915)
Cash and cash equivalents acquired Y& 23R4 &
ReEBEER 93,656
Expenses paid for the acquisition BT EER (7,517)
68,224
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48.

ACQUISITION OF SUBSIDIARIES (Continued)

U)

For the year ended 31 March 2007 (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,
determined using the published price available of the date
of acquisition, amounted to HK$38,733,000 and the fair
value of the convertible loan notes amounted to
HK$687,188,000, were determined by the valuation
performed by an independent valuer.

The consideration for the acquisition of the GDI Group
were determined based on the net assets value of the
GDI Group.

The discount on acquisition of HK$132,462,000 were
mainly attributable to (i) the difference between the principal
amount of convertible loan notes of HK$770,973,000 and
its fair value at date of completion amounted to
HK$687,188,000; (i) the fair value adjustment arising from
the property, plant and equipment; and (iii) the fair value
adjustment related to the fair value of the underlying assets
and liabilities of the associates which are shared by the
Group.

The convertible loan notes are classified separately into
liability and equity components on initial recognition. 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 fair
value 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 (convertible loan
notes reserve).

GDI Group contributed revenue of HK$1,158,000 to the
Group’s revenue and loss of HK$27,465,000 to the Group’s
profit for the year between the 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 1 April 2006 to
31 March 2007 as if the acquisition had been effected at
the 1 April 2006 since such financial information was not
provided by the ex-shareholders of GDI Group.
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WESH B QR (4)

(i)

BE_TTLHF=A=+—~H
EFE (5)

NN E£179,926,22808 & I E
BEOOIB L2 EBREAEES
770,973,000/ 7T 2 Al X B E XK
ZR ERWBHEESEE 2D
RE-AQ R EBEBRZAFE
38,733,000/ T HIRWEE B 2
AFRERETE MA LBERE
% 2 ¥ {E687,188,0005% 7t 8l
BEBYLGHEMZEEERE-

WERESENRERBEES
MEEFEEE-

U BE #7 5% 132,462,000/ T = &
RENITABRERER A
770,973,000/ JT 82 & 52 Ak H 5
2 X {E687,188,000/% Jt 2 [E
RERE: (\E HBERZEBEZA
FEAE: &ii)gBANEEEMN
GENFIEBEERBGELATE

K o
=

up
O]

A HBEREERERERE D
SEEEEDIRD - NERER
B BESD 2 X FEEREL
FARBBERZERMIGMNEE
E-AABERERZ AFEE
PEZREHDZAFEZHD
ER ABAEATBERERRL
BMARRAZAERBEE A
BAR (AR BEREERHE)

BWEASEEEA 2 ENF
1,158,000 7L 2 Wz M AR &
B % 7| 85 5k 27,465,000 7T 2 &5
B-EERA AREESERK
RIWMIBHIA B ER WEER
BEHEEBRN _ET A FENA—
BE-_ZTZ+H&=A=+—HH
Moz kEE (BRKEDR
—EEREFNA—BERR) -



48. ACQUISITION OF SUBSIDIARIES (Continued) 48. W B B BB A (#%)
(il For the year ended 31 March 2006 (i) ®WEZZEEF=A=+—H
IEFE
On 28 March 2006, the Group acquired 100% of the RZZBEZERF=ZA=-_+N\H &
issued share of Rapid Growth Profits Limited for a = E Eﬁ Rapid Growth Profits
consideration of approximately HK$42,399,000. Rapid Limited 2 3 2 1T A RE L
Growth Profits Limited is an investment holding and its 42,399,000/ Jt > Rapid Growth
subsidiaries are engaged in the business of investment Profits Limited 8% &£ R A 7] -
properties holding. HWNBARNERFEREMEE
%% o
This transaction has been accounted for using the ZRGEAREEFTEAR %
purchase method of accounting. The net assets acquired RESFMBAZEEFERKERR
in the transaction, and the goodwill arising as a result of EEZHE© T /R6,621,000%
the acquisitions was HK$6,621,000. JC°
2006
HK$'000
—EERF
T # T
Net assets acquired: FriiiE 2 EEFE:
Investment properties "EYZE 133,000
Trade and other payables B 5 K& H fth fE S 5UE (711)
Trade and other receivables B 5 I H fth fE W IR 3,436
Bank balances and cash RITHEFRRS 10
Bank borrowings |ITEK (93,000)
Tax payables FERT IR (399)
Deferred tax liabilities BREHIEEE (5,998)
36,338
Minority interests DER R = (560)
35,778
Goodwill Bk 6,621
Total consideration BB 42,399
Satisfied by: XA
Cash B 42,399
Net cash outflow arising on acquisition: WEMEE 2R e F8E:
Cash consideration paid ERBRENRE (42,399)
Cash and cash equivalents acquired gz Re R eEEER 10
(42,389)
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49.

DISPOSAL/DISSOLUTION OF SUBSIDIARIES 49. WE MAKEAR
0] For the year ended 31 March 2007 (i) HE-_ZTTZ+F=HA=+—H
IFEE
Other than the disposal of Disposed Business which set Bk & B R 20) P %Z B HEXB
out in note 2(j), the Group, also disposed of 100% interest Zo S N~ ) 5 N | I il -
in Collegate Limited, Trifame Limited and Pacerinc Limited %8.500,000/% 7K, © 24\,009,0005
for a consideration of HK$28,500,000, HK$24,000,000 7t & 21,000,000% T i &
and HK$21,000,000 respectively. Collegate Limited, Collegate Limited - Trifame
Trifame Limited and Pacerinc Limited are investment Limited & Pacerinc Limited% &}
holding company. In additions, the Group has dissolved 23 ° Collegate Limited - Trifame
certain subsidiaries, namely Hollywood & Co. Limited, Lrlelteg%PaCf”nc Limitedtd &
Better Gain Investments Limited, Hanny Strategy Limited 154 %Ezﬂx DA eI AN EE
and Zhuhai Hanny Property Investment Limited. B # g & T M /& 2 5] Hollywood
& Co. Limited * Better Gain
Investments Limited - $3 B LA
RARIRKEGHRBEEXRIRES
G
Zhuhai
Hanny
Better Gain Hanny  Property
Hollywood & Co.  Collegate Trifame ~ Pacerinc Investments  Strategy  Investment Disposed
Limited Limited Limited Limited Limited Limited Limited Subtotal  Business Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Note)
Better Gain HERA
Hollywood & Co. ~ Collegate ~ Trifame  Pacerinc Investments — $EXE EXERE
Limted ~ Limted  Limited  Limted  Limted #ARAF ARAF Mt HERR @t
T#L T T#L TEL TEL T T T#hL T#L T#L
()
Property, plant and equipment #7528 & % 8 208 - - 13,610 18 - 13,836 28,440 42,276
Available-for-sale investments £ iélghé - 28,500 24,000 21,000 - - - 73,500 - 73,500
Goodil - - - - - - - 16798 167908
Intangible assets ﬂfﬁ/ﬁﬁ - - - - - - - - 68,002 68,002
Deferred tax assets EJEUR BAE - - - - - - - - 749 749
Inventories BE = = = = = = = = 600,161 600,161
Trade and other receivables & %&H fto e U 2 0B 6 - - - 12,187 33 15,277 27,453 536,769 564,222
Tax recoverable AREHE - - - - 26 - - 26 86,263 86,289
Bank balance and cash ROEERBS 542 - - - 2,451 - 3% 3,028 36,543 39,571
Trade and other payables B 5 BE M ERZE ©2,707) - - 6 (19879 (390) 35 (23010 (660748  (683,759)
Bank borrowings SR - - - - 8% ) - (84 (108626  (116,468)
Deferred tax liabilties BERBEE = - - - - - - - (12179 (12179
Tax payables TR - - - - (94) - (15277)  (15371) - (15,371)
(1,951) 28,500 24,000 20,995 419 (343) - 71,620 743,289 814,909
Minority interests DURF R - - - - - - - - (19795)  (19,795)
(1,951) 28,500 24,000 20,99 419 (343) - 71,620 723,494 795,114
Exchange reserve realized BEBRELGEE - - 3 - 533 = - 536 (5,979) (5,443)
Gain (oss) on disposal of HERBARZ
subsidiaries iz (B8) 1,951 = 6] 5 (952) 343 = 1344 1526346 1527,690
- 28,500 24,000 21,000 - - - 73500 2,243,861 2,317,361
Satisfied by: IR AR:
Cash in HK Dollar Re (Br) = 28,500 24,000 21,000 - - = 73,500 - 73,500
Cash (US$274,200,000) B4 (274,200000£77) = = = = = - - - 2121037 2,127,287
Amount held under escrow st AEMBERFBZHE
account (US$33,100,000) KPR zeR
included in other receivables (33,100,000 T) - - - - - - - - 256823 256823
Earnout amount (US$5,000,000) 3t AE e Uizt B F 75
included in other receivables %% (5,000,000% 7T) - - - - - = = = 38,795 38,795
Withholding tax (US$1,500,000) E f 1%
paid (1,500,000 ) = = = = = = = - 6% (11,639
Expenses incurred for disposal &£ F % - - - - - - - - (167,356)  (167,356)
Total consideration BRE - 28,500 24,000 21,000 - - - 73500 2,243861 2,317,361
Net cash inflow (outfiow) HEBAEEY
arising on disposal: REmA (Rit) F8:
Cash consideration BAKE -850 24000 21,000 - - - 73500 2127287 2200737
Expenses incurred for disposal &R % - - - - - - - - (167,356)  (167,356)
Bank balances and HEZRTER
cash disposal of p&ka (6542) - - - (2,451) - (35) (8,028 (36,543) (39,571)
(542) 28,500 24,000 21,000 (2,451) - (35) 70472 1,923,338 1,993,810
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49.

DISPOSAL/DISSOLUTION OF SUBSIDIARIES (Continued)

U)

For the year ended 31 March 2007 (Continued)

The subsidiaries disposed of or dissolved did not make
any significant contribution to the cash flows of the Group
during the year. Details of the cash flows of the Disposed
Business is set out in note 13.

Note:

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

49,

HE EBMEDR (4)

0 Bz —_ZZ+HF=AF=+—H
(%

LEEE

FR-FAOEREHRHIERRR
AEBEERMZREREYTE
R-HMEXBENREREFBH
AHEEL3

l{ig=

BEHERE LEMLE
¥BrBRERE ()RENR
{8330,000,000E 7T (4R
2,560,470,0007 7T.) : (i) 5= AN
ERESRBEEFELS
87,000,000% T (4% R
675,033,000/ T ) 2 KA
(wmAE) s TR BR
&) & ¥ {8 2 1 87,000,000
=T (4951 675,033,000/
Jo) ZFIE (A ) ¢ K (i)
LHESE %8B HLE
MIFT & 2 HE A BIE T
BiFREEBRTHE BB
WeERBHERBFNEE I
NipESEE 25
=A=t—B -ZFF)N\F
=A=+—"HBR-ZZTAHF
=A=+—HA &M@+ 1A
RHMZ&HBEEEFHE-
3¢z 2 REEEL
5,000,000% Tt (49 & R
38,795,000/%& L) + i A5t &
= %8 78 /& 45,000,0003 7T
(#1%52349,155,0005 7T ) °
fHImation —EZ A A
—HAIEREEEES
rHE(EERAHA-Z
TRFEMA+HZEBEK) 8l
Imation#% & rmIMIISL f — 548
EREMBMNRBEE
45,000,000 T (9 & RN
349,155,000/ T) FTE £ %8
2R IH
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For the year ended 31 March 2007 # 2 = R R Lt = A =+ — Bk F &
49. DISPOSAL/DISSOLUTION OF SUBSIDIARIES (Continued)

(i) For the year ended 31 March 2007 (Continued)

According to the above terms set out in the Disposal
Agreement, the net consideration of US$289,195,000
(equivalent to approximately HK$2,243,861,000) is
calculated after taking into account 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 HK$9,311,000) agreed between the
Group and Imation pursuant to the pre-closing
agreement dated 28 April 2006;

(©) minus shortfall amount of approximately
US$23,900,000 (equivalent to HK$185,721,000)
which represented the net current assets at
completion date (based on the figures extracted
from the management accounts of the Disposed
Companies as at 28 April 2006 provided by
Imation) falling short of US$87,000,000 (equivalent
to HK$ 675,033,000);

(d) 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 withholding tax of

US$1,500,000 (equivalent to HK$11,638,000)
withheld by Imation regarding the disposal; and

(M minus the expenses incurred in connection with
the disposal of approximately HK$167,356,000.
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49.

HE HBEKBAR (4)

(i)

BE_TTLF=A=+—~H
IEFE (4)

RAR & W P a2 bl sk
(& 5 %5 289,195,000k T (49
FH82,243,861,00058 7T) AT
FIHEETE:

(a) R F X {& 330,000,0003
7t (#8572,560,470,000
BIT)

(b)  BINALEEEImationtR &
BHA-—ZZFNA=
+ N\ B Z KA H&HE
2 ZHNMK B 1,200,0003
7t (#8 £ 7 9,311,000/
JL)

€ W E=T R =2 B H
23,900,000 7t (HE R
185,721,000/ 7T) * Bl 5
KRBz RESEEFED
787,000,000 7T (H %
675,033,000/ 7T) Z 5K
T8 (1R 5 18 £% B Imationtg
Hz2HERRNBE_TZ
ANEOMA-+NBZEE
REFMEETHE):

(d) S IFT/5 <€ 585,000,000
%7t (F85 588,795,000
o) BN & & AT AR
EZmEFMBE5E:

(e)  BiEImationgt HETEII 2
f 5 78 ¥ BT &
1,500,000% 7T (& R
11,638,000/ L) i &

(f) BMEBBLHE 2RAXY
167,356,000/ Tt °



49.

DISPOSAL/DISSOLUTION OF SUBSIDIARIES (Continued) 49.

(i)

For the year ended 31 March 2006

(if)

On 19 December 2005, the Group disposed of 100%
interest in Charter Jade Investments Limited and other
subsidiaries at a consideration of HK$3,000,000.

HE REKELE (4)

B2 "F=ZA=+—H
IEFE

RZZTEZTRF+=ZA+TNLA &
% B LA K (3,000,000 T H &
Charter Jade Investments Limited
LEAMH B AR 2 EBER-

2006
HK$ 000
ZEEREF
F#H T
Property, plant and equipment ERY TS 64
Trade and other receivables 8 5 & Hfth fE W IR 1,289
Amounts due from group companies FEWEE QR 2 5B 1
Bank balances and cash RITEFRRES 181
Trade and other payables B 5 M H M FRIE (3,672)
Amounts due to group companies ERNEEAQRZFIE (14)
Tax payable FERHL IR (359)
Amount due to a minority shareholder et —2 DEARER 2 FKIE 2,514)
(5,024)
Minority interests DERR RS 280
(4,744)
Currency translation reserve realized BN E8E T FE 569
(4,175)
Gain on disposal of subsidiaries HEMNB AR 2 W 7,175
3,000
Satisfied by: ZHRAR:
Cash H& 3,000
Net cash inflow (outflow) arising HEMNBRARELZ
from disposal of subsidiaries: BeRA R FE:
Cash consideration RERE 3,000
Bank balances and cash disposed of HEZRITET RS (181)
2,819

The subsidiaries disposed of during the year did not
contribute significantly to the turnover and the results of
the Group. The cash flow contributed or utilized by the
subsidiaries disposed of during the year was not significant.

FAMEEZHBRRAYAEH
CEXBEREEYTEERNETR-
FAMBEZHMBRBMER K
PRHZREREL FEKN
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For the year ended 31 March 2007 # 2 = R R Lt = A =+ — Bk F &

50.

MAJOR NON-CASH TRANSACTIONS

For the year ended 31 March 2006, the major non-cash
transactions were as follows:

(@ The acquisition of investments held for trading of
HK$31,360,000 was satisfied by short-term loan receivable
and other receivable of HK$25,590,000 and HK$5,770,000
respectively.

(b) Other receivables of HK$121,563,000 was transferred to
short-term loan receivable and short-term loan receivable
from a related company of HK$118,800,000 and
HK$2,763,000 respectively due to the change of the terms
of the outstanding amounts.

For the year ended 31 March 2007, the major non-cash
transactions were as follows:

(@ Borrowings of HK$183,046,900 and HK$169,000,000
were transferred to amounts due to related companies
and amount due to ultimate holding company respectively
due to the change of shareholding of the Company.

(b) Short-term loans receivables from related companies of
HK$159,559,000 were transferred to loans to associates
since the related company has become the associate of
the Group during the year.

HANNY HOLDINGS LIMITED &£ @EEF R A A

50.

TEFRAEXRS

HE_TTEXF=A=1T—HILFE"
AEBZIEFREXZMT:

(a) WEHIEEERE31,360,000/%
DRI A WIS E R R E A
& W 7 18 25,590,000/ T &
5,770,000 JT 3 fit

(b) HREXRKEESEMIER W
H fth JfE U F T8 121,563,000 7T
EoREREZREKEHENR
118,800,0007% 7T K& & 4 — & 8
# N A 2 8B E 5%2,763,0007%
==

RE-—ZELF=A=+—ALEE
AREYTEHREIHMT:

@ RAAXBEBEESH HELH
183,046,000/ 7T } 169,000,000
B ITTEVE R Bl 88 5 = e A R
AR R B B AR AR 1 ALK
15 o

b)) EUEBEBELNEHER
159,559,000/ JL 7Y F A A i 138
RNAK BN E B & D7) 14 e

A a =
EHRTHEQNRER



51.

CONTINGENT LIABILITIES 51. HAREHE
2007 2006
HK$’000 HK$000
—ZEELF ZEER
T # T T #H T
Amounts utilized in respect of guarantees MINAABIFTEEE
given to banks and other financial MERTT R E & B
institutions for facilities granted to outsiders REERMBACESE 23,292 =

The Group was involved in two patent infringement lawsuits in
the USA as at 31 March 2006. The damages claim arising from
the lawsuits ranged from approximately US$285,000 (equivalent
to HK$2,213,000) to US$855,000 (equivalent to HK$6,639,000)
for the year ended 31 March 2006. The Group had made a
provision of US$302,000 (equivalent to HK$2,345,000) for these
cases at 31 March 2006 to cover the possible damages as
estimated by the directors of the Company.

Save as disclosed above, the Group has no other contingent
liabilities as at 31 March 2007.

The following contingent liabilities arise from interests in associates:

MR-ZZERF=A=+—0 &~£ER
EESRMBERLENERFRR - BEZ
EEXNFEZA=1+—"BULFE HFHR
mEE 2 BEE S N T 4285,000% T
(572,213,000 7T ) = 855,0005%
7T (5 7716,639,000/87T) - NEE T
MR-BEERF=A=+—BR&EHFNA
E H # # 302,000 T (HE R
2,345,000 7T) BN AR R ESBGET
Z A BB E R

BREXAEEEN AERER_TTL
FZA=THRIEIEBHMHAEE-

AT k8 B TR A ) 2 A

2007 2006
HK$’000 HK$000
—EELF ZETRF
T # T T#H T
Share of contingent liabilities of associates B & X A] fE(L s A B & :
arising from:
guarantees given to banks in respect T3S FBART
of bank facilities utilised by: FEEMmMETRTTZER:
investees PTiRE R 7 - 2,348
third parties E=5 - 175
Other guarantees issued to: M5 & 5 R s EmER:
investees Fri& & A &) - 9,037
- 11,560

The above amounts represented share of contingent liabilities
from interests in associates.

LIRS N RS R E 2 AR E
%D
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For the year ended 31 March 2007 # 2 = R R Lt = A =+ — Bk F &

52.

OPERATING LEASE COMMITMENTS

52, REHNEIE

The Group as lessee REBEREMEA
2007 2006
HK$’000 HK$'000
—EELF ZTERF
T# T T # T

Minimum lease payments paid under FARBLEED
operating leases during the year: Sz &ERE:

Land and buildings T RAETF 1,700 28,943
Property, plant and equipment ERY TS 205 20,275
1,995 49,218

At the respective balance sheet dates, the Group had
commitments for future minimum lease payments under non-
cancellable operating leases which fall due as follows:

As at
31 March 2007
R-ZEZELtF=A=+—H

REEHE B AEEHERE A HH
ZREMO 2 AE ZERKRREEE
Z

As at
31 March 2006
RZZEEF=A=1+—H

Property, Property,

Land and plant and Land and plant and

buildings equipment buildings equipment

HK$’000 HK$°000 HK$'000 HK$'000

LE Y 3 Y 2

T RIEF SE T REF S

T &L T #H T T #H T T #H T

Within one year —F A 38 - 7,549 556
In the second to E_EZERF

fifth year inclusive (REEREMF) - - 24,235 1,599

Over five years AEME - - 30,294 -

38 - 62,078 2,155

Leases are negotiated for lease term of one year and rentals are
fixed over the terms of the leases.

HANNY HOLDINGS LIMITED &£ @EEF R A A
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OPERATING LEASE COMMITMENTS (Continued) 52. BEFHDAE (47)
The Group as lessor REBERHEA
2007 2006
HK$’000 HK$000
—EELF ZETRF
TH# T T # T
Rental income earned under FABREBLEHEDY
operating leases during the year: BRIz e BA:
Investment properties "EYE 1,228 -
Land and buildings T RAETF 64 6,456
Property, plant and equipment Y2 e R 36 20,248
1,328 26,704
At the respective balance sheet date, the Group had contracted REHEER AEES BB FTZHR
with tenants for the following future minimum lease income which RERESUAR AT B 5

fall due as follows:

2007 2006
HK$°000 HK$'000
—ZEELF ZETRF
T #H T T#H T

Operating leases which expire: REHDZ A
Within one year —F A 525 4,308
In the second to fifth year inclusive F_EFRAT (BREERWT) - 19,392
Over five years AFUE - 15,066
525 38,766
The Group has committed tenants with lease term of one year. ApaemEF&RE HEFEE A —

Eo
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For the year ended 31 March 2007 # 2 = R R Lt = A =+ — Bk F &

53.

SHARE OPTION SCHEME

The Company’s share option scheme was adopted on 21 August
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, the board of directors of the
Company may grant options to eligible employees including the
directors (but excluding independent non-executive directors) of
the Company and the directors of any of the subsidiaries of the
Company to subscribe for shares in the Company.

Pursuant to a resolution passed at a special general meeting of
the Company on 17 March 2003, the Company has terminated
the 2001 Share Option Scheme and adopted a new share option
scheme (the “2003 Share Option Scheme”). Under the 2003
Share Option Scheme, the board of directors of the Company
may grant options to directors and employees of the Group and
any advisors, consultants, distributors, contractors, suppliers,
agents, customers, business partners, joint venture business
partners, promoters and service providers of any members of the
Group who the board of directors considers have contributed or
will contribute or can contribute to the Group. The purpose of the
2008 Share Option Scheme is to provide participants with the
opportunity to acquire proprietary interests in the Group and to
encourage 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.

Subject to the condition that the total number of shares which
may be issued upon the exercise of all outstanding options granted
and to be exercised under the 2003 Share Option Scheme and
any other schemes of the Company must not exceed 30% of the
shares of the Company in issue from time to time, the total
number of shares in respect of which options may be granted
under the 2003 Share Option Scheme, when aggregated with
any shares subject to any other schemes, is not permitted to
exceed 10% of the shares of the Company in issue on the date
of approval and adoption of the 2003 Share Option Scheme.

Under the 2003 Share Option Scheme, the options which may
be granted to any individual in any one year are not permitted to
exceed 1% of the shares of the Company in issue, without prior
approval from the Company’s shareholders. Options granted to
substantial shareholders or independent non-executive directors
in excess of 0.1% of the Company’s share capital or with a value
in excess of HK$5 million must be approved in advance by the
Company’s shareholders.

HANNY HOLDINGS LIMITED &£ @EEF R A A
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53.

SHARE OPTION SCHEME (Continued) 53. BREE (%)
No options were outstanding under the 2003 and 2001 Share RZZBEZELF=A=+—H UERE
Option Schemes at 31 March 2007. ZEE =GR T —FERERE
RITERBEIRE-
Options granted must be taken up within 28 days from the date S‘E TR EREENIR T B28H A%
of grant, upon payment of HK$1 per grant. Options may be X BRABRNERES ST - BRE
exercised at any time from the date on which the option is IREXEHRERLBETERFN
accepted to the tenth anniversary of the date of grant. The exercise FRREBITE-TEERAAAESE
price is determined by the directors of the Company, and will not EEBRAESERAARBKORITEARN
be less than the higher of the closing price of the Company WmE BREREBERAEEELSEA
shares on the date of grant or the average closing price of the RABRM TR R EREARF RS
shares for the five business days immediately preceding the date HE=Z&ZHN&=&°
of grant or the nominal value of the share of the Company.
The following tables disclose details of the Company’s share Ti‘%?&?ﬁ@zﬁf?g/\i A=+—8H
options held by employees (including directors) of the Company HTFERR_EE+F=A=+—8"
and movements in such holdings during the year ended 31 March RARrEE (BEES)FEAAAE
2006 and 31 March 2007: BRiEFBEREZEHFN
2003 Share Option Scheme —EE=FERENE
Number of share options
BREHE
Outstanding
Outstanding Exercised Transfer Lapsed  at 31.3.2006
Exercise at during during during and
Date of grant Exercisable period period 1.4.2005 the year the year the year 31.3.2007
(Note)
RZZBBRE
ZA=t-Bk
R-ZZZHF R-BELE
A-H RER ZR=1-8
RitA IEHE 1EE HRITE B REAER REAXX i RATHE
(P 22)
Directors
EX
23.2.2004 23.2.2004 to 22.2.2006 3.415 6,400,000 (4,800,000) (1,600,000) = =
“ZEME “ZENE_A-+=H
ZR-t=H E-TTR E-A-TZH
Employees
B8
23.2.2004 23.2.2004 t0 22.2.2006 3.415 6,400,000 (5,200,000) 1,600,000 (2,800,000) -
e uifi3 “ZENE-_RA=+=H
—A-+=H E-ZTAF-A-1—H
12,800,000  (10,000,000) - (2,800,000) -

Note: A director retired on 1 September 2005 and accordingly the
option entitled by that director was transferred to the category
under “Employees”.

Mi: —ZEER_TTRAFNA—HE
T ANZEEETNEREERS
[EE ] fERIRm-
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53.

SHARE OPTION SCHEME (Continued)

2001 Share Option Scheme

During the year ended 31 March 2006, the movements of the
share options are as follows:

53. BRETE (5)

— T =

=
=

FRERER 2

E-PEAE=A=+—AILF

BOBERAEBERT

Number of share options

BREEA
Outstanding Outstanding
at at
Date of grant Exercisable period Exercise price 1.4.2005 Transfer 31.3.2006
HK$ (Note)
R-ZEZERF R-ZEERE
mA—H =A=+—8
®HH AT EHAE TEE el AR 4T 5 R 2 ARAT
BT (M 22)
Directors
BF
31.8.2001 31.8.2001 to 30.8.2006 2.9888 9,000,000 (1,750,000) 7,250,000
—EFE—F —EE-FNHA=1T—H
NA=+—H E-TERFNA=T+H
Employees
=
31.8.2001 31.8.2001 to 30.8.2006 2.9888 - 1,750,000 1,750,000
—EFE—F —EE-—FNHA=1T—H
NA=+—H E-TEFNA=T+H
9,000,000 - 9,000,000
Note: i 32 ¢

A director retired on 1 September 2005 and accordingly the option
entitled by that director was transferred to the category under “Employees”.
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53.

SHARE OPTION SCHEME (Continued) 53. EREFTE (
2001 Share Option Scheme (Continued) 2T —FRERERE (
During the year ended 31 March 2007, the movements of the HE_ZZtF=-A=+—HLEFE"
share options are as follows: ik Hﬂié ey @J BFRIATR
Number of share options
BREHE
Outstanding Exercised Lapsed  Outstanding
at during during at
Date of grant Exercisable period Exercise price 1.4.2006 the year the year 31.3.2007
HK$
EA—W 7/\£F F“—gg‘tﬁ
mA— RER RER ZB=+t—H
RHA AT AR TRE Fc'-iik?ﬂi 27 K3 8 RAT 6L
B
Directors
=
31.8.2001 31.8.2001 to 30.8.2006 2.9888 7,250,000 (3,250,000)  (4,000,000) =
—ET—F —ZT-F/\A=t—H
NA=+—H E_EERENA=1H
Employees
EE&
31.8.2001 31.8.2001 to 30.8.2006 2.9888 1,750,000 - (1,750,000) =
—ET—F —ZT-F/\A=t—H

NB=+—H E_EERENA=1H

9,000,000  (3,250,000)  (5,750,000) -
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54.

55.

RETIREMENT BENEFITS SCHEMES

The Group operates a Mandatory Provident Fund (“MPF”) scheme
for qualifying employees of the Company and its subsidiaries in
Hong Kong. The assets of the MPF scheme are held separately
from those of the Group, in funds under the control of trustees.
The Group contributes 5% of relevant payroll costs to the scheme,
which contribution is matched by employees.

The Group also operates various retirement benefit schemes for
qualifying employees of its overseas subsidiaries, including
subsidiaries in the United Kingdom, the USA and Singapore. The
assets of the retirement benefit schemes are held separately from
those of the Group, in funds under control of trustees. The Group
contributes 4% to 10% of the relevant payroll costs to the
schemes, which contribution is matched by employees.

The Group’s employees who are employed by subsidiaries in the
PRC are members of the state-managed retirement benefit
scheme operated by the PRC government. These subsidiaries
are required to contribute a certain percentage of their payroll to
the retirement benefit scheme to fund the benefits. The only
obligation of the Group with respect to the retirement benefit
scheme is to make the specified contributions.

PLEDGE OF ASSETS
At the respective balance sheet dates, the following assets were

pledged by the Group and the Company to secure banking and
other financing facilities:

54.

55.

iR 48 R 5T 8

AEBRARAREEZEMBLAGZE
EREEBHETRIELAES (1R
1) AE-RELFECEETNELR
AEE UERAENHZESAFA-
AEBERBHEIEKA Z5%M %A 8
o E2E B 2 HFEAR -

AEBTAEBIMBLRAR (BHER
CEKBRHMEMBLAR) 28 ERK
& B #E1T Z R IR A 5t & < RIKAE F
ABICEEDNBIRASE UEFRA
2H 2 ES R ARE - AKERARLT
B ZA%ZE10%[M % F 5t 850 &
BB ZHFRERR-

XERTEMBARZAEEES BT
BBUT AT HETT 2 B R B AR AR A FT 8l
KE - ZEMBARAKIEETED
LR B R IR AT 8 2 13K BAEF
REES AKBYHZRABHNTEZ
EEEREREEZH#K-

EERR
REGEER AEERARAHTIE

ERFERRITREMBREEEZE
xR

2007 2006
HK$’000 HK$'000

—EELHF —EERE

FEL T #H# T

Listed securities of associates BENFZ ETES 92,955 270,558
Land and buildings T RIEF - 12,648
Investment properties REYE 146,000 133,000
Available-for-sale investments AEHEZRE - 505,294
Investments held for trading RIEEBE KA 61,087 231,069
Bank deposits RITFER - 19,966
300,042 1,172,535

Classified as held for sale SDEBFHELE - 257,368
300,042 1,429,903

HANNY HOLDINGS LIMITED &£ @EEF R A A




56.

TRANSACTIONS AND BALANCES WITH RELATED
PARTIES

During the year, the Group had significant transactions with the
following related parties, together with balances with them at the
respective balance sheet date, details of which are as follows:

HEAZEALTETRE RERER

REBRAFERTIIMEATETZ
BEARGRREHEER 2 EAFIRA
T

2007 2006
HK$’000 HK$000
—EELF ZETARF
T # T T # T

Ultimate holding company and its associates: & 48 AR A &) & B & A
Rental expenses by the Group REE s HEIH - 2,451
Secondment fee BEHAER 1,313 =

Associates: i Al/N]

Interest income B U A 13,456 =
Rental expenses Hez 923 871
Management fee income BEEBWA 3,524 3,493
Sales of finished goods H & BB o - 142
Rental income He WA 36 216

Details of balances with associates/related parties at the balance
sheet date are set out in note 23, 36, 41 and 42 respectively.

In addition, certain banking and other facilities of the Group were
secured by personal guarantee from a director of the Company,
to the extent of HK$504,619,700 and HK$404,280,000 at
31 March 2007 and 2006 respectively.

Compensation of key management personnel

The remuneration of directors and key executives of the Group is
determined by the remuneration committee, having regard to the
performance of individuals and market trends, amounted to
HK$20,160,000 (2006: HK$4,216,000).

Save as disclosed above, there were no other significant
transactions with related parties during the year or no significant
balances with them at the respective balance sheet date.

EEPHEBE N R, BAREALZE
%ﬁ%ﬁJﬁmﬁE%~%»m&M°

HP

IEoN - NEE 2 B T iRT &Etmsz
RAR—REFREBAER R
%ti)}—gg/‘—ﬁ*ﬂ*+ EZi

2 Bl B 504,619,700/%8 Tt &
404,280,OOO/E7E°

TEEEAS R

BERAEEEBITIA B H B B 2
ZEeRBERENTIERBRTHB
BETF % 520,160,000 T (=&
TN 4,216,000 7T) °

BEXMBEEN FRLEBEAL

ZEMBARS MREEEBTEE
NGEL o
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57.

POST BALANCE SHEET EVENTS

On 11 April 2007, the Company announced that the directors
propose a bonus issue of new shares to the shareholders whose
names appear on the register of members of the Company on
the record date (21 May 2007) on the basis of ten bonus shares
for every one existing share held by the shareholders on the
record date.

On 24 April 2007, Total Wealth Investments Limited , an indirect
wholly-owned subsidiary of the Company, entered into agreements
to subscribe 125,000,000 shares of Wonson International Holdings
Limited at subscription price of HK$0.16 per share and the
convertible notes issued by Wonson International Holdings Limited
with principal amount of HK$40,000,000.

On 1 June 2007, the Group entered into agreement to acquire
100% interest in REMEEEME SHERAF at a
consideration of HK$90,000,000. RETESEME S ER A
A engaged in the sand mining business. The acquisition were
completed on 29 June 2007. The directors are of the view that is
impracticable to disclose the financial information of 2= & &
BB S HBMR A Fas at the date of this report since the

assessment of the financial information is still in progress.

On 4 June 2007, the Group entered into agreement to acquire
59.75% interest in Regrowth Resources Limited at a consideration
of HK$80,000,000. Regrowth Resources Limited is an investment
holding company and it subsidiaries are engaged in the business
of water supply. The acquisition was completed on 29 June 2007.
The directors are of the view that it is impracticable to disclose
the financial information of Regrowth Resources Limited as at the
date of this report since the assessment of the financial information
is still in progress.

On 10 July 2007, the Group entered into conditional agreement
to acquire 88% interest in Jiang Hai Trading Co. Ltd., a company
established in the PRC at a consideration of HK$179,000,000.
Jiang Hai Trading Co. Ltd is principally engaged and is licensed in
sales of construction sand, and sand mining operation business
under the PRC law. The acquisition has not been completed as
at the date of the report.

HANNY HOLDINGS LIMITED &£ @EEF R A A

57.

HEBRRSER

—EELFENAt B - ARREME
EEFMRTHAR(CFTZELFRA
—+—H) RIIAR A IR M BER
BITAR EESBRRNTHEAAER
BBIRBRMDEE TR

—EELFUNA-+TH ARQREE
2 &t B A 7 Total Wealth Investments
Limited5] 32 17 ;& IR R BB B B R 0.16/8 7T
RBEBRNAEREEER QA
125,000,0008% A% 17 & A X B PR & B B
PR 2 5] BT 8% 17 2 © 58 40,000,000 7T Y
AR ERE.

—EELFXNA—B AEER YRR
AR {E 90,000,000/ TRER=M = B
EVESERARZEHBBRE-REME
EEMESER QAN ERWER I
BR_ZETZLtFENA-TNAHEEK-
EEREBHRDESKRRETE E&EM
BS5ERABIMMBER BEBERZA
AEZEAREAPNY K E R LA
1T

TS FENAMAB ANEBET S
LA {880,000,00058 T W BT EERA
RN F59.75% s - EERBER AT
BEEER AR ENBA K EHK
¥B-WBER-_ZT+LFA=-1+hB
BN -EEREHRNEERTEER
BRERARNYBER MEFEFEZRF
HEARSBHENTHBER LT 1Te

—EELF+LA+H AEEFZAK
13 LA {8 179,000,000 TR L
BEFERARSSWER ILEESE
RAFTRABEKY TEXRELREH
BAGIEF AT HERERY MM ERY
¥R - WERAREBHHMATK-



58.

BALANCE SHEET OF THE COMPANY

58. ZXAREEAMEBR

2007 2006
HK$°000 HK$'000
—EELHF ZEERF
T # T TEA
Total assets BEE 3,372,811 2,490,195
Total liability wEE 1,498,958 706,766
1,873,853 1,783,429
Capital and Reserves B&AS K 4

Share capital &N 2,528 2,372
Reserves & 1,871,325 1,781,057
Total equity s 1,873,853 1,783,429
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59.

PARTICULARS OF PRINCIPAL SUBSIDIARIES

59.

Details of the Company’s principal subsidiaries at 31 March 2007

are as follows:

FEWBARZHE

ARAEEENBRAAR-TBLF=
A=+t—BZFBWT:

Place of Issued and fully Equity
incorporation/ paid share capital/ interest held
Name of subsidiary registration registered capital by the Group  Principal activities
rE
MR ERITRBERE FEEZ
MEL R ARE B R0 i B ZMER BAERZ FEEK
Island Town Limited Hong Kong HK$100 100% Investment property
holding
mEBR AR B 100/ 7T 100% HEREWE
Zhuhai Zhongce Property British Virgin US$1 100%  Holding of land
Investment Limited Islands development project
held for sale
REFREXER RBREAES 17T 100% FEAFIEHE
KEFRRAA TH IR B
China Enterprises Bermuda Common stock 55.2%  Investment holding
Limited (note b) Us$90,173
China Enterprises BRE iR 552% WREER
Limited (Tt 3£b) 90,173% T
MRI Holdings Limited Australia A$31,381,010 57.26%  Investment holding
(“MRI”) (note c)
MRI Holdings Limited SEM 31,381,010 7T 57.26% IREER
(IMRI) (F3zc)
Hanny Magnetics Limited Hong Kong HK$1,100,000,200 100% Investment holding
(note a) ordinary share
HK$6,000,000
5% non-voting
deferred shares
AR R AR o 1,100,000,2007% 7T 100% KREZER

(M 3za)

HANNY HOLDINGS LIMITED &£ @EEF R A A
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59.

PARTICULARS OF PRINCIPAL SUBSIDIARIES (Continued)

FEMB AR ZFHE (41)

Place of Issued and fully Equity
incorporation/ paid share capital/ interest held
Name of subsidiary registration registered capital by the Group  Principal activities
&
AR EBRTRBRRE, B2
BB AR Bro i B AMER BRAER FTEEK
Well Orient Limited Hong Kong 100% Investment holding
B fm R AR o 100% REER

BMREEEXERLG  PRC
(note d)
BNBEEZEBR AR H [

(B z2d) 1,000,0007T

Notes:

a. The holders of the 5% non-voting deferred shares are not entitled
to receive notice of or to attend or vote at any general meetings
of the Company. The non-voting deferred shares practically carry
no rights to dividends or to participate in any distribution on
winding up.

b. China Enterprises Limited operates in both Hong Kong and the
PRC and its shares are trading on the Over-the-Counter Bulletin
Board of the United States of America.

G MRI operates both in Australia and Hong Kong and its shares
are listed on the Australian Stock Exchange. MRI and its
subsidiaries are mainly engaged in securities holding activities.

d. This company are registered in the form of wholly-owned foreign
investment enterprises.

The above table lists the subsidiaries of the Group which, in the
opinion of the directors, principally affected the result of the Group
for the year or formed a substantial portion of the net assets of
the Group at the end of the year. To give details of other
subsidiaries would, in the opinion of the directors, result in particular
of excessive length.

RMB1,000,000

100%  Sand mining

100% H®

M 3£

a. 5% M RREEIE P 2 58 A 12
WHRADBEFRBRAE 2B &
HEASHNEG LRF-BREER
FE B {7 B PR b 30 S P G ) 4 ) 2
A B S B R EFEM DK

b. China Enterprises Limitedid & /& &
PEEE EROEXRSINZ FHE
BREE

c. MRITE R M & BB L L IR () E R
MNFEER ST Em-MRIREK B A
AIEEXEBABTAEES-

d. ZARUIINEEECER A ER-

ERINB 2 AKENBRR] NEERR
TEREASEFAZREASBRAE
BEREEFEERIN I AR -EER
A ASEGHBARSERREEBRIT
oS
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A summary of the consolidated results and of the assets and liabilities of AEBREE TS+ F=-F=+—HIRME
the Group for each of the five years ended 31 March 2007 is set out FEEFREXEREEHGBEZHEERNT
below: X
(@) Results (a &
Year ended 31 March
BE=ZA=1T—HIEE
2003 2004 2005 2006 2007
HK$000  HK$000  HK$000  HK$000  HK$000
(Note) (Note) (Note)
—TE=F —TITWE —TTHE —TTF —BTLF
TEL TEL FHEL FEL FEL
(P 32) (W 32) (W 32)
Turnover Exm 4,162,804 5,025,930 257,656 316,638 178,002
(Loss) profit before income tax BRETSHIA] (B18) EF (574,444) 135245  (248,508)  (144,092) (23,967)
Income tax expense Fr3 il i (32,200) (25,469) (4,282) (4,331) (32,457)
(Loss) profit for the year from AEERERFBLEEK
continuing operations (B18) mﬂ (606,644) 109,776  (252,790)  (148,423) (56,424)
Profit for the year from AEERBIFRFE
discontinued operations B2 - = 152,552 52419 1,517,926
(Loss) profit for the year AEE (B8B) afl (606,644) 109,776 (100,238) (96,004) 1,461,502
Attributable to: i
Equity holders of the Company ARBIZREREA (648,620) 13,300  (161,862) 8,915 527,080
Minority interests DY RS 41,976 96,476 61,624  (104919) 934,422
(606,644) 109,776  (100,238) (96,004) 1,461,502
(b)  Assets and liabilities by EBEERBE
At 31 March
R=ZA=t—H
2003 2004 2005 2006 2007
HK$000  HK$000  HK$000  HK$000  HK$000
(Note) (Note) (Note)
—TE=F —TITWE —TTHE —TTF —BTLF
TEL TEL FHEL FEL FEL
(P 32) (W 32) (W 32)
Total assets BEE 3,267,731 3943236 3,656,553 4,193,180 5,007,707
Total liabilities BeE (1,363,566) (1,664,898) (1,400,562) (1,973,857) (1,808,595)
1,004,165 2278338  2,255091 2,219,323 3,199,112
Equity attributable to equity holders N2 BIRRERE B A
of the Company JE1hHE = 1,729567 1,873,181 1,806,374 1,868,889 2,492,490
Minority interests DR R ER 174,598 405,157 449,617 350,434 706,622
1,004,165 2,278338  2,255991 2,219,323 3,199,112
Note: The amounts have been restated as a result of application of W3 FRBECHREABTSSHMA

new and revised Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants.
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