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Notes to the Condensed Financial Statements
For the six months ended September 30, 2005

1.

BASIS OF PREPARATION

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

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared under the historical cost convention as modified
for the revaluation of certain properties and financial
instruments, which are measured at revalued amounts or
fair value, as appropriate.

The accounting policies used in the condensed consolidated
financial statements are consistent with those followed in
the preparation of the Group's annual financial statements
for the year ended March 31, 2005 except as described
below.

In the current period, the Group has applied, for the first
time, a number of new Hong Kong Financial Reporting
Standards (“HKFRSs”), Hong Kong Accounting Standards
("HKASs") and Interpretations (hereinafter collectively
referred to as “new HKFRSs”) issued by the HKICPA that
are effective for accounting periods beginning on or after
January 1, 2005. The application of the new HKFRSs has
resulted in a change in the presentation of the income
statement, balance sheet and the statement of changes in
equity. In particular, the presentation of minority interests
and share of tax of associates have been changed under
HKAS 1 “Presentation of Financial Statements” and HKAS
27 "Consolidated and Separate Financial Statements”,
respectively. The changes in presentation have been applied
retrospectively.
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Notes to the Condensed Financial Statements
For the six months ended September 30, 2005

2. PRINCIPAL ACCOUNTING POLICIES (Continued)

The adoption of the new HKFRSs has resulted in changes
to the Group’s accounting policies in the following areas
that have an effect on how the results for the current or
prior accounting periods are prepared and presented:

(a)

Business Combinations

HKFRS 3 “Business Combinations” is effective for
business combinations for which the agreement date
is on or after January 1, 2005. In the current period,
the Group has applied the transitional provision of
HKFRS 3 and the principal effects as summarized
below:

Goodwill

In previous periods, goodwill arising on acquisitions
prior to April 1, 2001 was held in reserves, and
goodwill arising on acquisitions after April 1, 2001
was capitalized and amortized over its estimated
useful life. The Group has applied the relevant
transitional provisions in HKFRS 3 (the “Transitional
Provision”). Goodwill previously recognized in
reserves has been transferred to the Group’s retained
profits on April 1, 2005. With respect to goodwill
arising on acquisitions after April 1, 2001 which
previously capitalized on the balance sheet and
included in intangible assets or included in interests
in associates, the Group has discontinued amortizing
such goodwill from April 1, 2005 onwards and
goodwill will be tested for impairment at least
annually. Goodwill arising on acquisitions after
January 1, 2005 is measured at cost less accumulated
impairment losses after initial recognition (if any).
As a result of this change in accounting policy, no
amortization of goodwill has been charged in the
current period. In accordance with the Transitional
Provision, the Group has transferred goodwill
previously held in capital reserves and other
reserves of approximately HK$13,060,000 and
HK$22,566,000 respectively to retained profits as at
April 1, 2005 (see Note 3 for the financial impact).
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Notes to the Condensed Financial Statements
For the six months ended September 30, 2005

2.

PRINCIPAL ACCOUNTING POLICIES (Continued)

(a)

Business Combinations (Continued)

Excess of the Group’s interest in the net fair value
of acquiree’s identifiable assets, liabilities and
contingent liabilities over cost (previously known as
“negative goodwill”)

In accordance with HKFRS 3, any excess of the
Group’s interest in the net fair value of acquiree’s
identifiable assets, liabilities and contingent liabilities
over the cost of acquisition is recognized immediately
in profit or loss in the period in which the acquisition
takes place. In previous periods, negative goodwill
arising on acquisitions prior to April 1, 2001 of
approximately HK$429,000 was held in capital reserve
and negative goodwill arising on acquisitions after
April 1, 2001 of approximately HK$225,000 was
presented as a deduction from interests in associates
and released to income based on an analysis of the
circumstances from which the balance resulted. In
accordance with the Transitional Provisions, the Group
has derecognized all negative goodwill as at April 1,
2005 of which negative goodwill of approximately
HK$429,000 previously recorded in capital reserve,
and approximately HK$225,000 previously presented
as a deduction from interests in associates (see Note
3 for the financial impact).

Owner-occupied Leasehold Interest in Land

In previous periods, owner-occupied leasehold land
and buildings were included in property, plant and
equipment measured using the revaluation model.
In the current period, the Group has applied HKAS
17 “Leases”. Under HKAS 17, the land and buildings
elements of a lease of land and buildings are
considered separately for the purposes of lease
classification, unless the lease payments cannot be
allocated reliably between the land and buildings
elements, in which case, the entire lease is generally
treated as a finance lease. To the extent that the
allocation of the lease payments between the land
and buildings elements can be made reliably, the
leasehold interests in land are reclassified to prepaid
lease payments under operating leases, which are
carried at cost and amortized over the lease term on
a straight-line basis. This change in accounting policy
has been applied retrospectively and has had no
material effect on the Group’s retained profits as at
April 1, 2005 since no reliable allocation between
land and buildings can be made. The leasehold
interests in land continue to be accounted for as
property, plant and equipment.
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Notes to the Condensed Financial Statements
For the six months ended September 30, 2005

2. PRINCIPAL ACCOUNTING POLICIES (Continued)

(©)

Financial Instruments

In the current period, the Group has applied HKAS
32 "Financial Instruments: Disclosure and
Presentation” and HKAS 39 “Financial Instruments:
Recognition and Measurement”. HKAS 32 requires
retrospective application. The adoption of HKAS 32
has had no material effect on the presentation of
financial instruments in the financial statements of
the Group. HKAS 39, which is effective for accounting
periods beginning on or after January 1, 2005,
generally does not permit to recognize, derecognize
or measure financial assets and liabilities on a
retrospective basis. The principal effects on the Group
as a result of implementation of HKAS 39 are
summarized below:

Classification and measurement of financial assets
and financial liabilities

The Group has applied the relevant transitional
provisions in HKAS 39 with respect to classification
and measurement of financial assets and financial
liabilities that are within the scope of HKAS 39.

By March 31, 2005, the Group classified and
measured its debt and equity securities in accordance
with the benchmark treatment of Statement of
Standard Accounting Practice (“SSAP"”) 24. Under
SSAP 24, investments in debt or equity securities are
classified as “investment securities”, "“other
investments” or “held-to-maturity investments” as
appropriate. “Investment securities” are carried at
cost less any identified impairment losses while
“other investments” are measured at fair value, with
unrealized gains or losses included in the profit or
loss. Held-to-maturity investments are carried at
amortized cost less any identified impairment losses.
From April 1, 2005 onwards, the Group classifies
and measures its debt and equity securities in
accordance with HKAS 39. Under HKAS 39, financial
assets are classified as “financial assets at fair value
through profit and loss”, “available-for-sale
investments”, “loans and receivables”, or “held-to-
maturity financial assets”. The classification depends
on the purpose for which the assets are acquired.
“Financial assets at fair value through profit and loss”
and “available-for-sale investments” are carried at
fair value, with changes in fair values recognized in
profit and loss and equity, respectively. “Loans and
receivables” and "held-to-maturity financial assets”
are measured at amortized cost using the effective
interest method (see Note 3 for the financial impact).
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Notes to the Condensed Financial Statements
For the six months ended September 30, 2005

2. PRINCIPAL ACCOUNTING POLICIES (Continued)

(d)

Financial assets and financial liabilities other than
debt and equity securities

From April 1, 2005 onwards, the Group has classified
and measured its financial assets and financial
liabilities other than debt and equity securities (which
were previously outside the scope of SSAP 24) in
accordance with the requirements of HKAS 39. As
mentioned above, financial assets under HKAS 39
are classified as “financial assets at fair value through
profit or loss”, “available-for-sale financial assets”,
“loans and receivables” or “held-to-maturity financial
assets”. Financial liabilities are generally classified as
“financial liabilities at fair value through profit or
loss” or “other financial liabilities”. Other financial
liabilities are carried at amortized cost using the
effective interest method. The adoption of HKAS 39
has had no material effect to the financial assets
and financial liabilities other than debt and equity
securities of the Group.

Investment in convertible notes

In the current period, the Group has applied HKAS
39 to the convertible notes it acquired during the
period. In accordance with HKAS 39, the conversion
option element of the convertible note represents
an embedded derivative instrument which is
accounted for separately from the convertible note
and, as such, to be measured at fair value when
initially recorded and at subsequent reporting dates.
The fair value of this conversion option is estimated
using a relevant option pricing model at the date of
subscription of the convertible note, and as at
subsequent reporting dates. Changes in fair value of
the conversion option of the unlisted convertible note
are recognized directly in net profit and loss. (see
Note 3 for the financial impact).
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Notes to the Condensed Financial Statements
For the six months ended September 30, 2005

2. PRINCIPAL ACCOUNTING POLICIES (Continued)

()

Share-based payment

In the current period, the Group has applied HKFRS
2 “Share-based payment” which requires an expense
to be recognized where the Group buys goods or
obtains services in exchange for shares or rights over
shares (“equity-settled transactions”), or in exchange
for other assets equivalent in value to a given number
of shares of rights over shares (“cash-settled
transactions”). The principal impact of HKFRS 2 on
the Group is in relation to the expensing of the fair
value of directors’ and employees’ share options of
the Company and its subsidiaries determined at the
date of grant of the share options over the vesting
period. Prior to the application of HKFRS 2, the Group
did not recognize the financial effect of these share
options until they were exercised. The Group has
applied HKFRS 2 to shares granted on or after April
1, 2005. In relation to shares granted before April 1,
2005, the Group has not applied HKFRS 2 to shares
granted on or before November 7, 2002 and shares
granted after November 7, 2002 and had vested
before April 1, 2005 in accordance with the relevant
transitional provisions. The Group had no share
granted after November 7, 2002 and had not yet
vested on April 1, 2005, and accordingly, no
retrospective restatement is required.

Hotel properties

HK Interpretation 2 (“HK-Int 2”) “The Appropriate
Accounting Policies for Hotel Properties” clarifies the
accounting policy for owner-operated hotel
properties. In previous periods, the self-operated
hotel properties of the Group’s associate were carried
at cost less impairment amounts and were not subject
to depreciation. HK-Int 2 requires owner-operated
properties to be classified as property, plant and
equipment in accordance with HKAS 16, “Property,
Plant and Equipment” and therefore be accounted
for either using the cost model or the revaluation
model. The Group’s associate has resolved to account
for these hotel properties using the cost model. In
the absence of any specific transitional provisions in
HK-Int 2, the new accounting policy has been applied
retrospectively. Comparative figures have been
restated. An adjustment of HK$937,000 has been
made to decrease the share of net assets of associates
and to decrease the retained profits at March 31,
2005 (see Note 3 for financial impact).
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Notes to the Condensed Financial Statements
For the six months ended September 30, 2005

3.

SUMMARY OF THE EFFECTS OF THE CHANGES IN
ACCOUNTING POLICIES

The effects of the changes in the accounting policies
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described in Note 2 on the results for the current and prior BERREECFENT:
periods are as follows:
On results (i) HELE
Total
HKAS 1 HKAS 39 HKFRS 3 effects
HK$°000 HK$'000 HK$'000 HK$'000
(Note 2) (Note 2) (Note 2) (Note 2)
58 58 TEAYK
S5 EA BFEA HAR|
£ 155 £ 399% %35 Fab-
FAETT FAETT FAETT FAETT
(Kt aE2) (Kt aE2) (Kt zt2) (K1at2)
For the six months BHE-_ZTAHF
ended September 30, NAA=+H1
2005 (unaudited) NEA (REFEZ)
Decrease in realization 35 W B — R B
of negative goodwill NRFEINEREE
arising on acquisition ZBEERD
of an additional interest
in an associate - - (12) (12)
Decrease in amortization 7 2 & §4 5
of goodwill - - 12,594 12,594
Decrease in amortization 512 5 7] 2= 8 $5 8
of trademark licenses - - 11,811 11,811
Decrease in amortization  WEEEL & QA EE 4
of goodwill arising 2 EEREEHR D
on acquisition of
associates - - 3,662 3,662
Increase in share of P& (h Bt & R A
results of associates EEE N 1,029 = = 1,029
Decrease in income tax g8z Hm 4
expense (1,029) - - (1,029)
Increase in fair value IE 0 AT R E R
of conversion 2R R E R
option of unlisted NFEEER D
convertible notes - 15,568 - 15,568
Increase in profit for BR A& F) 12 0
the period - 15,568 28,055 43,623
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Notes to the Condensed Financial Statements
For the six months ended September 30, 2005

3. SUMMARY OF THE EFFECTS OF THE CHANGES IN 3. SRS ERE (&)
ACCOUNTING POLICIES (Continued)
(i) On income statement line items (i) S RIE B
Total
HKAS 1 HKAS 39 HKFRS 3 effects
HK$'000 HK$'000 HK$000 HK$'000
(Note 2) (Note 2) (Note 2) (Note 2)
&8 EE EBEUK
&R SR HREEL
%158 395 E 35 me e
FAETT FET FAETT FAEIT
(Kfzt2) (KMt zE2) (K1 at2) (Kyat2)
For the six months BHE_TZRF
ended September 30, AA=+HIE
2005 (unaudited) NEA (REEZ)
Decrease in administrative 77 X &k 4>
expense - - 24,405 24,405
Decrease in realization o fﬁ”ﬁl i — Hﬁ
of negative goodwill NGIEER Y FE
arising on acquisition ZE EESEES
of an additional interest
in an associate - - (12) (12)
Decrease in amortization BB L A REAS
of goodwill arising on ZEEE D
acquisition of associates - - 3,662 3,662
Increase in share of results J&{h B & A A
of associates EF gl 1,029 = = 1,029
Decrease in income tax B8 & X Hm 4
expense (1,029) - - (1,029)
Increase in fair value JE b Al AR R
of conversion 2N IRE R
option of unlisted NEEEE N
convertible notes - 15,568 - 15,568
- 15,568 28,055 43,623
HKAS 1
HK$'000
(Note 2)
EBER
ZE B ZE 158
FAEIT
(Kraz2)
For the six months ended HE_ZTZZWONFNLA=1+H
September 30, 2004 (unaudited) IERER (REFER)
Increase in share of results of associates FE (Bt & N =) SE 4B 12 N 1,320
Decrease in income tax expense Fr 15 it 2 s > (1,320)
Increase in loss for the period B B R4 N -
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3. SUMMARY OF THE EFFECTS OF THE CHANGES IN 3. BT BUR &
ACCOUNTING POLICIES (Continued)

TERE (B)

The cumulative effects of the new HKFRSs as at March 31
and April 1, 2005 are summarized below:

REMBEMBRELENHRN _FTA
FZA=+T—BAK-_ZZERFWMA—H

ZEEFEHADT

As at Adjustments
March Asat on April 1, As at
31, 2005 Retrospective March 2005 April
(originally adjustments 31, 2005 Others 1, 2005
stated) HKAS 27 HK-INT 2 (restated) (Note) (restated)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R®
i i 3 iy
3 5 %:3 BHAE 35 k:3 mA-B ZEBELF
=A=t-R EBEeit FAE=A=t-H HEHt MWA-H
(MREER) EBHFE7HE REFH (L85 (i)  (EE5)
FAT FAT FAT FAT FAT FAT
Balance sheet items EEBEXRER
Property, plant and equipment VEN &S 70,557 - - 70,557 = 70,557
Intangible assets BWEE 401,383 - - 401,383 - 401,383
Interests in associates BE AR ER 636,666 = (937) 635,729 27,590 663,319
Investments in securities BHEE 123,534 - - 123,534 (123,534) =
Available-for-sale investments AHERE - - - - 123,534 123,534
Payment for acquisition of WE-BRERE 2N
a long-term investment 35,000 - - 35,000 - 35,000
Deferred tax assets EEHEEE 18,418 - - 18,418 - 18,418
Other asset Hith & & 108,000 - - 108,000 - 108,000
Inventories FE 587,078 - - 587,078 - 587,078
Trade and other receivables B 5 REMEKHIE 766,277 - - 766,277 - 766,277
Investments in securities EHRE 144,435 - - 144,435 (144,435 =
Investments held for trading BEBERFRE - - = - 144,435 144,435
Short-term loan receivables B R E R 111,851 - - 111,851 - 111,851
Short-term loan receivables from ERAEHERAZ
related companies BEEX 224,233 = - 224233 - 224233
Margin loan receivables W H B &S 30,586 - - 30,586 - 30,586
Tax recoverable AR EHE 19,855 - - 19,855 - 19,855
Pledged bank deposit BEBETER 20,014 - = 20,014 = 20,014
Bank balances and cash BOEERAS 359,603 - - 359,603 - 359,603
Trade and other payables B 5 REMEMNFKE (1,011,814) = - (1,011,814) - (1,011,814)
Margin loan payables EAAFEER (253) - - (253) = (253)
Bills payable ANES (3,644) - - (3,644) - (3,644)
Tax Payable FERE IR (91,420) = - (91,420 - (91,420)
Borrowings & 3% (243,351) - - (243,351) - (243351)
Obligations under finance leases MEBROEE (462) = = (462) = (462)
Bank overdrafts RITEX (46,979) - - (46,979 - (46,979
Amount due to a minority B —a0H
shareholder R HIE (2,526) - - (2,526) - (2,526)
Deferred tax liabilities BEHEAE (114) - - (114) - (114)
Total effects on assets and liabilities ;Tﬁ}z LEEzEYE 2,256,928 - (937) 2,255,991 27,590 2,283,581
Minority interests PEREER (449,617) 449,617 - - - -
1,807,311 449,617 (937) 2,255,991 27,590 2,283,581
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3. SUMMARY OF THE EFFECTS OF THE CHANGES IN 3. ERREHXERE (&)
ACCOUNTING POLICIES (Continued)
As at Adjustments
March Asat on April 1, As at
31, 2005 Retrospective March 2005 April
(originally adjustments 31, 2005 Others 1, 2005
stated) HKAS27  HK-INT2  (restated) (Note) (restated)
HK$000 HK$000 HK$'000 HK$'000 HK$000 HK$'000
i
i i3 iy
“EER%E BHRE “221Ff WMA-H Z—ZEIf
=B=t-R EH& EB=A=t-B HEHft MWA-H
(ME£2HR) RHYFH DEEWE  (BF)) (fat)  (EE5])
TET TET T TET T T
Share capital g 2,236 - - 2,236 - 2,236
Capital reserve BAGERE (22,137) - - (22137 22137 -
Other reserves HitfE s 1,685,323 - - 1,685,323 11,947 1,697,270
Retained profits BB AT 141,889 - (937) 140,952 (6,494 134,458
Equity holders of the parent BRARAIRAKEA 1,807,311 - (937) 1,806,374 27,590 1,833,964
Minority interests PERE# R - 449,617 - 449,617 - 449,617
Total effects on total equity HERRRs By e 1,807,311 449,617 (937) 2,255,991 27,590 2,283,581
Note: The adjustment of approximately HK$27,365,000 included Hiet: st A\REt&ERA 2@ 2 W
in interests in associates represents the adoption of new 27,365,000 T 2 FABRKRAEE
HKFRSs by an associate of the Group. The other adjustments 2 — B & R RERME BB %W
represent the adoption of HKAS 39 and HKFRS 3 by the SRR - EMABRRKKREMNE B
Group. For details, please refer to Note 2. A R 25 395% R & & B 7% ¥ & % Al
FE3F - F BB HMIE2 o
The financial effects of the application of the new HKFRSs EMF BB R EENEAEENR =
to the Group’s equity as at April 1, 2004 are summarized TENMFOMA— Bz REERE B
below: by N
As
originally As
stated HKAS 27 restated
HK$'000 HK$'000 HK$'000
BEEE
MR %28, AR 2B 2755 KE
FAET FAETT FAETT
Share capital & 75 1,866 = 1,866
Capital reserve B AR f#E (21,581) = (21,581)
Other reserves HAth 48 1,734,016 - 1,734,016
Retained profits & 8 A 158,880 - 158,880
Equity holders of the parent SR AIRAFE A 1,873,181 = 1,873,181
Minority interests DHRR R = - 405,157 405,157
Total effects on total equity AR ER 2 BT E 1,873,181 405,157 2,278,338
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3.

SUMMARY OF THE EFFECTS OF THE CHANGES IN
ACCOUNTING POLICIES (Continued)

Change of Accounting Estimates — Intangible Assets with
Indefinite Useful Lives

In previous periods, intangible assets were amortized over
their estimated useful lives of ten to twenty years. HKAS
38 requires intangible assets to be assessed at the individual
asset level as having either finite or indefinite life. A finite-
life intangible asset is amortized over its estimated useful
life whereas an intangible asset with an indefinite useful
life is carried at cost less accumulated impairment losses (if
any). Intangible assets with indefinite lives are not subject
to amortization but are tested for impairment annually or
more frequently when there are indications of impairment.
In accordance with the transitional provisions in HKAS 38,
the Group reassessed the useful lives of its intangible assets
on April 1, 2005 and concluded that certain trademark
licenses with a total carrying amount of HK$226,687,000
recognized under the predecessor accounting standard have
indefinite useful lives. The Group has applied the revised
useful lives prospectively and discontinued amortizing
intangible assets with indefinite useful lives from April 1,
2005. No amortization has been charged in relation to
intangible assets with indefinite useful lives for the six
months ended September 30, 2005. Comparative figures
have not been restated.

The Group has not early applied the new accounting
standards or interpretations that have been issued but are
not yet effective. The directors of the Company are in the
progress to assess the impact on the application of these
standards or interpretations to the financial statements of
the Group.

SEGMENT INFORMATION
Business Segments

The Group is organized into four (Six months ended
September 30, 2004: four) business segments, namely
trading of computer related products, consumer electronic
products and securities and property development and
trading. These divisions are the bases on which the Group
reports its primary segment information.

Principal activities are as follows:
Trading of computer related products
Trading of consumer electronic products
Trading of securities

Property development and trading

Interim Report 2005-2006 A Hi iR &

&5 B B 7% 3R 3% M &
BE—_ZEZERFAA=THIENEA

ERHKREDHERE (B)

LB - BERERAFHZE
WEE

RAREE BEFREETREMET A
FH+FE_+FREH - RERES
STERIZSRRE  EFEEEZMERE
EZARSERFHRFTATE - GRE
Mz &R E E TR E ] A F R
£ T R F HA 2 B E R AR AN R
ZEPRERE (0E) 7R ERFHZ
EEEEDASE EASFHEITRE
BIE - s IB R%Tﬁ/WTEHTELFELfﬂ
ETRERAH - BIE BB S ERI385R
ZEE AR Nileﬂ_? TRHF
WA —BEFIHEEFEETRTE
B Hi&mARENE 22T £
2 BRI (A /&226,687,0008 T2 & T
EEFAEEERFAFTFH - AEEE
R FEREH YR =—FZ A
MA—BRELHERERAFH ER
BEFBE - BE_ZTTRFNLA=T
BIEAER WERERFERFHZE
FEEEEE AR FWEST -

ZKE@]TE%EER%E%W@*E@ZZ
et EARRE ARAEERH LN
1&1%%%#5;3 R FH AR E
BHRERITE

=

\
i

i
ER Rk

AEERIBR(BE_TTWNFALA=
+El¢/\1lﬂ POfE) DR B

ERAMERE S HEETERE S
EFBEBENRMEZERIREE - ELD
BOAEBERETEOHEER2E
i

EEXHBOT:
EERERE S
HEEFEMES

ey



HANNY HOLDINGS LIMITED $% B £ E B[R A & 3

. . - + 23
Notes to the Condensed Financial Statements 5 Eﬁ 571 % & MY 5
For the six months ended September 30, 2005 BE_ZEZTHFNA=1THISEA
4. SEGMENT INFORMATION (Continued) 4. DEER (F)
Business Segments (Continued) B0k (&)
Six months ended September 30, 2005 BE-_ZEZRFhA=1+HILAKMEAR
Trading of  Trading of Property
computer consumer development
related electronic  Trading of and
products products securities trading Consolidated
HK$000 HK$°000 HK$°000 HK$'000 HK$000
ERAE HEBET ) MERR
EmES EmEZS HEEE REE )
TET TET FET FET FET
Turnover EEE 1,898,845 670,944 113,935 118,800 2,802,524
Segment result SEER 89,572 13,124 18,694 10,795 132,185
Interest income FEHA 20,736
Unallocated corporate income, net APMEEUNFE 1,921
Finance costs HEER (24,140)
Share of results of associates RS D 7%55 (24,126)
Impairment loss on goodwill WE-—HBERARES
arising on acquisition of an associate ~ ZEEREEE (14,391)
Gain on disposal of subsidiaries HERBAA 2z s 4,276
Profit before income tax B P75 B4 Bl 7 96,461
Income tax expense BRI (48,428)
Profit for the period Hm & 7l 48,033
Six months ended September 30, 2004 HE_ZZWNFAA=THI~EAR
Trading of Trading of Property
computer consumer development
related electronic Trading of and
products products securities trading  Consolidated
HK$000 HK$'000 HK$'000 HK$'000 HK$°000
(Restated)
A vEL HEEF _ B
EmES ERBS RHEE REE =a
FET FET F#T FHET FHET
(& E5)
Turnover EEH 1,807,432 913,616 1,307 - 2,722,355
Segment result SEEE 96,648 14,824 10,409 (56) 121,825
Interest income B WA 9,405
Allowances for short-term loans RHERERERE
receivable (3,469)
Unallocated corporate expenses, net APREERZFE (10,028)
Finance costs MEER (9,340)
Share of results of associates EEEERARER (30,448)
Amortization of goodwill arising on WEHENREE
acquisition of associates ZHEEE (14,045)
Net loss on deemed disposals HEBLEME D AREZ
of shareholdings in associates BETE (11,400)
Profit before income tax B%Ffr 73 A5 1 52,500
Income tax expense BExH (67,670)
Loss for the period BAEE (15,170)
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5. PROFIT BEFORE INCOME TAX

7 B B % 3 3R BT R

BE—_ZEZERFAA=THIENEA

5.

B PIr 15 ¢ A1 75 R

Six months ended
September 30,
BZABA=1+HIEAXEA

2005 2004
HK$°000 HK$'000
—EERF —EEF
FET FAETT
Profit before income tax has been & B 15 %t Al % 7
arrived at after charging B (5t A)
(crediting): ATR&FIE:
Allowance for bad and I R E A
doubtful debts 1,668 7,198
Amortization of goodwill (included P& (BIEETHEYA)
in administrative expenses) - 13,347
Amortization of trademark licenses 7312 & A] & & = 7| 7 4 4
and patent (included (BREETHRZA)
in administrative expenses) 403 12,186
Depreciation and amortization on ¥ ¥ - - #EZ K& HE 2
property, plant and equipment I E I 5 6,466 9,032
Share the tax of associates FE(E 5 = A A B IR
(included in share of result (BREELMBERRIXEAN)
of associates) 1,029 1,320
Exchange losses [E 5 E5 18 11,711 838
Loss on fair value changes on BIEEERHFKRE
investments held for trading AEEEEE 2 B 18,461 =
Interest income AIESY PN (20,736) (9,405)
Net gain on trading of derivatives EB/4AMKTAZ
financial instruments W =% % =8 - (15,100)
Net realized gain on disposal of PELEMESFKRE
listed securities investments IR 2 e F 5 (21,008) (257)
Net unrealized holding loss REHMEKEE 2
on other investments REEEEFE - 4,948
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Notes to the Condensed Financial Statements
For the six months ended September 30, 2005

)

IMPAIRMENT LOSS ON GOODWILL ARISING ON
ACQUISITION OF AN ASSOCIATE

During the period, the directors of the Company reviewed
the carrying value of goodwill arising on acquisition of an
associate in previous year. The carrying amount of the
goodwill has been allocated to the Cash Generating Unit
(the “CGU") for the segments of consumer business and
healthcare business of the associate.

The recoverable amounts of the CGU have been determined
on the basis of value in use calculations. Their recoverable
amounts are based on certain similar key assumptions. The
value in use calculations of the two segments used cash
flow forecasts derived from the most recent financial
budgets for next three years using a discount rate of
approximately 10%. Management estimates discount rates
using pre-tax rates that reflect current market assessments
of the time value of money and the risks specific to the
CGU. The growth rates are based on industry growth
forecasts.

After considering the current market condition and cash
flow forecasts using a discount rate of approximately 10%,
an impairment loss of HK$14,391,000 has been identified
and recognized in the consolidated income statement.

In the opinion of the directors, no other impairment loss in
respect of the carrying value of the goodwill is considered
necessary.

INCOME TAX EXPENSE

AW -—EBREAAMELEZHEZ
B &5 18

RAMRE ARAEFEHNNEF WE
—HBERRMELZHEREE
ZMERR L HEXBRREEH DR
mME AEZEAES P EERSEL
B ([ReELEM])-

REeELEM 2 WS TRRER
P2 BEFEEET - REZARDOS
BOREBEETHUZEERR HERE
Rz EBEERRARR=F 2 &K
UM BREMELZHSRERA X
BRI EA910%H E - B 32 E M A A
BRMAF IR K Z B ERRBK IS
HeEREHH ARZASTELSE
NzHARR - BEEREXNIRERA
ERBRMRE-

K ERIT R R ARIREL10%t
RS REREA BHRZBERIE
#14,391,000% 70 I B 4R & W &
AR o

EERS WELERHE ZREER
HEMEMRERE-
PR &85z

Six months ended
September 30,
BEANAB=1THIL~EA

2005 2004
HK$’000 HK$'000
—EETREF —ETWF
FET F&T
Current tax: W HIE
Other jurisdictions Hi ez EERE 51,926 44,812
Deferred tax: iR RE I8 -
Current period (credit) charge NERFE () X (3,498) 22,858
48,428 67,670

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

No provision for Hong Kong Profits Tax was made for the
period as the assessable profit of subsidiaries operated in
Hong Kong was wholly absorbed by tax losses brought
forward.

EEMBIEERRMELE 2MEHEE
A ZEER CATHENE-
HRERERLE ZMB AR 2 BRVS

MeEmEE 2 HABEMEHE SR
A EERBEMNSHER-
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8.

DIVIDEND

On July 22, 2005, a dividend of HK6 cents per share was
declared to shareholders as a final dividend for the year
ended March 31, 2005, amounting to HK$13,418,000.

The directors have resolved to declare an interim dividend
of HK4 cents per share in cash with scrip option (Six months
ended September 30, 2004: Nil) should be paid to the
shareholders of the Company whose names appear on the
Register of Members on January 4, 2006.

EARNINGS (LOSS) PER SHARE

The calculation of the basic and diluted earnings (loss) per
share is based on the following data:

&5 B B 7% 3R 3% M &
BE—_ZEZERFAA=THIENEA

]
R-FERELA-+-R ARAM
BRREERESReEL FARE=
TRE=A=1—ALLFEZRDR
B &5 213,418,000 T

EXZRETRTHBEERIE S4B
(TEEBUBKE) (BE_FZTOFA
A=+tHLEXRER: ﬂ)%ﬂ_yy/\
iﬁﬂ@ﬁ%ﬂ#ﬂxﬁ%ﬂﬁizzﬁ

% o

ar (&8)

BREAREERN (BER) HRET
FIBRAE

Six months ended
September 30,
HENALA=1+HLILXEA

2005 2004
HK$°000 HK$°000
—EERF —ETMEF
F&T FAET
Earnings (loss): Bar (EE)
Earnings (loss) for the purposes of B LA+ & & A &% A&
basic and diluted earnings (loss) BFEARBEERELRR
per share attributable to equity HERN (BE) 2
holders of the parent &F (BE) 16,388 (25,032)
‘000 ‘000
F i FhAR
Number of shares: RMmHER :
Number (Weighted average RUFFEERER
number) of ordinary shares for BF (EE) 2 EBR
the purpose of basic earnings HE (MEFHEE)
(loss) per share 223,628 186,553
Effect of dilutive potential ordinary BEZ @2
shares on share options BETE-ERE 20,311
Weighted average number of RUATESREERT
ordinary shares for the purpose of  (&518) 2 E @A M0 #E F 9 &
diluted earnings (loss) per share 243,939

The computation of diluted loss per share for the six months
ended September 30, 2004 did not assume the exercise of
the Company’s outstanding share options because the
exercise would result in a decrease in loss per share.
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Notes to the Condensed Financial Statements
For the six months ended September 30, 2005

10.

11.

PROPERTY, PLANT AND EQUIPMENT

During the period, the Group spent approximately HK$9.6
million on purchase of furniture, fixtures and equipment
and motor vehicles.

INTERESTS IN ASSOCIATES

On March 10, 2005, the Group and PYI Corporation Limited
(formerly known as Paul Y. ITC Construction Holdings
Limited) (“PYIl"), another substantial shareholder of China
Strategic Holdings Limited (“CSHL"), entered into a share
sale agreement with an independent third party for the
disposal of an aggregate 270,000,000 shares of CSHL
(representing a 15.3% interest in CSHL or 135,000,000
shares each held by the Group and PYI) for a total
consideration of approximately HK$52.1 million (the
“Proposed Disposal”). The completion of the Proposed
Disposal is subject to the completion of a proposed group
reorganization by CSHL (“CSHL Reorganization”).

On April 19, 2005, a joint announcement of CSHL and the
Group announced that the details of the CSHL
Reorganization which, if approved and implemented, will
result in, (i) CSHL continuing to be 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
investment; (ii) all other subsidiaries of CSHL carrying on
property development and investment holding business, and
all other associates of CSHL carrying on manufacturing and
marketing of tires and business of providing package tour,
travel and other related services being grouped under Group
Dragon Investment Limited (“GDI”) (a wholly-owned
subsidiary of CSHL) and its subsidiaries upon completion of
the CSHL Reorganization; and (iii) the distribution in specie
of shares in GDI to the then shareholders of CSHL on a
record date to be fixed, on the basis of one GDI share for
every share in CSHL after consolidation under the capital
reorganization.

On the same date, the Group proposed to acquire an
additional interest in GDI (the “Proposed Acquisition”)
subject to approval of the shareholders of the Company
and the completion of the CSHL Reorganization. The
Proposed Acquisition was approved by the shareholders of
the Company on October 7, 2005.

Details of the Proposed Disposal and Proposed Acquisition
are set out in a circular of the Company dated September
14, 2005. The transaction has not yet been completed at
the date of this report.
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VIR R R

HR ANEBRBERE KB RREN
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BMENFER

R_EERF=ZA+H AEERFRER
EEARAR([FR])B—ETERE
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12.

13.

AVAILABLE-FOR-SALE INVESTMENTS

During the period, the Group entered has subscribed three
convertible notes with an aggregate amount of HK$650
million from Cheung Tai Hong Holdings Limited, See
Corporation Limited (previously known as Ruili Holdings
Limited) and Wo Kee Hong (Holdings) Limited, all these
companies are public limited companies with their shares
listed on the Stock Exchange for a total consideration of
HK$650 million. The Group had classified all the debt
element of the convertible notes as an available-for-sale
investments and the conversion option element of the
convertible notes as investments held for trading.

As at September 30, 2005, the fair value of the debt
element and conversion option element were approximately
HK$535,482,000 and HK$133,029,000 respectively.
Accordingly, a change in fair value of approximately
HK$2,943,000 for the debt element and approximately
HK$15,568,000 for conversion option element were
recognized in equity and profit and loss, respectively.

PAYMENTS FOR ACQUISITION OF LONG TERM
INVESTMENTS

During the period, the Group paid an aggregate of
approximately HK$115,175,000 as a tender deposit to three
independent third parties for expressing the Group'’s interest
in water supply business, sand mining business and the
exploitation right for river sand business in the People’s
Republic of China (the “Potential Investments”). 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. Up to the
report date, the terms and conditions of the Potential
Investments have not yet been concluded with the counter
parties.

Interim Report 2005-2006 A Hi iR &

7 B B % 3 3R BT R

Bz

12.

13.

ZEFERFANAZHILSEA

AHEEZRE

RAHHE NREERERTEREGREA
RIVEBEEEBE AR AT (AIFE G 1%
IEERAR) RAEIT (EE) GRAA]
LA 48 £X.{8 /650,000,000 7T 32 B8 =)
4 650,000,000 7T 2 A] H =4 - )t
ERAITIARBR AT HBRMHREER
FrEm-AEEGAIRBREEZMEE
EXDOBREAIEEERE MR
BERECEBBERDOEAFBIEES
2 BETE -

R-ZZEZEREFAA=+H BEEKDR
HBHERND I ATFEED NN A
535,482,000/ 7T % 133,029,000/% Jt °
B It EIE B #92,943,0005% 7T & #E #a
HEARERK 15 #915,568,000/% 7T 2 A F(EE
FEHEDRIRRAREBRPER-

WEE R BIRE Z K

RAE NEBE XA =B E=
741 #9115,175,0005 7T 1E B IRIZR
B URRAEBFBHRFEARLM
Bl HKER RAOEB AP ER 2
R ([REH2RE]) 8 EB MR
REBNRE —FREREEEBIFER
Mgt SN RGEe 8 EMaTAh
WEl-HEAREAL BB N ZIREZ
R RIEGmAREEMETN T EE-
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For the six months ended September 30, 2005 BE_ZEZTHFNA=1THISEA

14. TRADE AND OTHER RECEIVABLES 14. EBEZRkEMEKRK
Included within trade and other receivables is a trade debtor S5 REMERZKERRE 7% %(
balance of HK$624.9 million (March 31, 2005: HK$591.8 624,9 o 000,9.%5 T ZEWRE 5K
million). The Group allows an average credit period of one & ﬁ? TERFE=R=+— EI
to two months to its trade customers. 591 800,000 /%TE) AEEREESE

FREFH—ZEMEATEZEER-

The following is an aged analysis of trade debtors at the RE BH 2 EKRE 55 IBRER S T
reporting date: T:

September 30, March 31,

2005 2005

HK$°000 HK$'000

—Z2ERE —ZETRF

hB=+H =A=+—H

FET FET

Not yet due 7K EI| 58 506,123 548,407

Overdue within one month B E R — 1@ A 108,611 25,996

Overdue between one to wH—Z= /M 1E A

two months 1,569 4,561

Overdue more than two months 780 5 R 1A W 1E A 8,637 12,819

624,940 591,783

15. TRADE AND OTHER PAYABLES 15. EBZRHEMESRIE

Included within trade and other payables is a trade creditor ESREMENREBRRE B

balance of HK$624.4 million (March 31, 2005: HK$564.1 624,400,000% 7T 2 FE T B 5 3k 1B

million). EH(ZEERF=ZA=+—8:

564,100,000 & 7T ) °

The following is an aged analysis of trade creditors at the RE BH 2 B E SRIBRE ST
reporting date: T:

September 30, March 31,

2005 2005

HK$°000 HK$'000

—EERHF —ETETRF

hB=+H =A= -1— A

Not yet due 7~ EI B 413,801 417,919

Overdue within one month # B R — & A 147,261 74,518

Overdue between one to wmH — =/ E A

two months 22,061 27,951

Overdue more than two months 780 5 R 1A W 1E A 41,326 43,766

624,449 564,154
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16. BORROWINGS

During the period, the Group obtained additional bank and
other loans of approximately HK$1,163.5 million which bear
interest at prevailing market rates and are repayable within
two years. The borrowings were used for general working
capital purposes. The Group also repaid bank and other
loans of approximately HK$398.8 million.

Borrowings included loan payables with principal balance
of HK$374.5 million (March 31, 2005: HK$149.3 million)
due to substantial shareholders and its associates of the
Company, which are unsecured, bear interest at prevailing
market rates and repayable in accordance with the respective

loan agreements, if any.

17. PLEDGE OF ASSETS

At the balance sheet date, the following assets were
pledged by the Group to secure banking and other financing

7 B B % 3 3R BT R

Bz

16.

17.

ZEFERFANAZHILSEA

=/
i

f&&

mH

RABHE AEEISEAEHED
1,163,500,000/8 jT Z BEINR 1T M E A
B EHERYRERMSHRE
ARMFEFRNEZE-BEERT A
E—REEEL AEEBNCEED
398,800,000 T 2 $R1T R E b B R o

il

X

EREEEMNARA R EERE L EEHE
AT ZERAE#E374,500,0007% T

—_EETREFE=/A=+—8:
149,300,000/ 7T ) ' ;2 FE 318 & B K
o RIB TSN R B R IBIES 8
BEXRIGE (WE) BE-

EERE
REHE - AT & E i 78 & B PAR

BEAERRERER

facilities:
September 30, March 31,
2005 2005
HK$°000 HK$'000
—EETRHF —ETERF
hB=+H =A=+—H
FBT FAETT
Available-for-sale investments AHEHEZRE 538,128 =
Trade and other receivables g5 & E bW FIE 235,579 105,494
Listed securities of associates B NRZ ETESH 267,699 88,467
Inventories BB 182,947 -
Investments held for trading RIEEERBHEE 129,283 =
Land and buildings T REF 13,012 13,378
Investments in securities BHEE = 12,816
Bank deposit |ITFE XK 20,244 20,014
1,386,892 240,169
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For the six months ended September 30, 2005

18.

DISPOSAL OF SUBSIDIARIES

HE—_ZEZERFAA=THIEASEA

18. WHEKMEBERQ T

In May 2005, the Group entered into a sale and purchase R-ZEZRFRA AEEEB T F =
agreement with an independent third party to dispose of HEIM—HBEE W NBRE1E N
certain subsidiaries which carried out the business of trading T (FHERASHET) HEEITEKIEHE
of computer-related products and web-site maintenance for EmBSRAUBREBcETHEBR
a total consideration of SGD 1 (equivalent to approximately Al EEER-_ZETAFHRA=1T—
HK$5). The disposal was completed on May 31, 2005, on H (BB RSB AR ZEHl#ER T U
which date control of the disposed subsidiaries passed to BEEH) TR

the acquirer.

September 30,

2005

HK$°000

—ZEZTHE

hBA=+H

FET

Net liabilities disposed of HEsBEFE (4,726)

Currency translation reserve realized EERER L BEE 450

(4,276)

Gain on disposal & 2 s 4,276

Total consideration BRE -

Net cash outflow arising on disposal: HEELEZRESREFE

Bank balances and cash disposed of HEZRITHEFERES (73)

The subsidiaries disposed of did not make any significant HEZHBRARE RSB N EARE 2
contribution to the results and cash flows of the Group ¥EMReREVEELEKRNEE -

during the interim period.
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Notes to the Condensed Financial Statements
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19. TRANSACTIONS WITH RELATED PARTIES

During the period, the Group had the following significant
related party transactions:

5] il ﬁﬂkiﬁ < M &

S

19.

FRFNRA=1HIANEA

HEEALZRS

AEBRAHAEZEABEA LR SN
=

Six months ended
September 30,
HEALA=1+HILAXEA

2005 2004
HK$’000 HK$'000
—EZETRF T F
:,:/575 :F/%]'E
Substantial shareholder and its FTEBRRMEBRHBEAL:
associates:
Interest paid and payable by the AEBENRENZ
Group (note a) ME (Kfita) 11,306 5,245
Interest received and receivable AEEB R EEYK 2
by the Group (note a) B (Kfata) 8,915 5,640
Associates: iR/
Management fee income (note b) EIBEUW A (Hfithb) 1,428 1,489
Rental expenses (note c) Hemz (Bazc) 436 712
Details of balances with related parties at the balance sheet REFE R BEE AN+ 2 EHRRIEFS
date are set out in the condensed consolidated balance HRERGREEEABEREWE 169

sheet and in Note 16.
Notes:

a. The loans advanced to/by and the balances due by/to the
Group are unsecured, bear interest at prevailing market
rates and repayable in accordance with the respective loan
agreements, if any.

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

C. The transactions were carried out at terms in accordance

with the agreement entered into between the relevant
parties.
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