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1.

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”). The address of the registered office of the
Company is Clarendon House, 2 Church Street, Hamilton HM11,
Bermuda and the address of the principal place of business of
the Company is 8th Floor, Paul Y. Centre, 51 Hung To Road,
Kwun Tong, Kowloon, Hong Kong.

During the year, the Group was principally engaged in trading of
computer related products, consumer electronic products,
securities trading and property development, investment and
trading.

As set out in Note 16, the business of trading of computer
related products was disposed of and the business of trading of
consumer electronic products was discontinued subsequent to
the balance sheet date.

The financial information are presented in Hong Kong Dollars,
which is the same as the functional currency of the Company.

CHANGES IN ACCOUNTING POLICIES/APPLICATION OF
HONG KONG FINANCIAL REPORTING STANDARDS

In the current year, 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 HKFRSSs”)
issued by the Hong Kong Institute of Certified Public Accountants
(the “HKICPA”) that are effective for accounting periods beginning
on or after 1 January 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 and discontinued operations have been changed
under HKAS 1 “Presentation of Financial Statements”. The
changes in presentation have been applied retrospectively. 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 and prior accounting
years are prepared and presented (see Note 3 for the financial
impact).
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CHANGES IN ACCOUNTING POLICIES/APPLICATION OF
HONG KONG FINANCIAL REPORTING STANDARDS
(Continued)

Business Combinations

In the prior year, the Group has applied HKFRS 3 Business
Combinations which is effective for business combinations for
which the agreement date is on or after 1 January 2005. On
1 April 2005, the Group has applied the transitional provision of
HKFRS 3 in relation to goodwill and negative goodwill arising
from business combinations for which the agreement date is
before 1 January 2005 previously recognized and brought forward
as at 1 January 2005 and the principal effects are summarized
below:

Gooawill

In previous periods, goodwill arising on acquisitions prior to
1 April 2001 was held in reserves, and goodwill arising on
acquisitions after 1 April 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 1 April 2005. With respect to
goodwill arising on acquisitions after 1 April 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 1 April 2005 onwards and goodwiill
will be tested for impairment at least annually. Goodwill arising on
acquisitions after 1 January 2005 is measured at cost less
accumulated impairment losses after initial recognition. As a result
of this change in accounting policy, no amortization of goodwill
has been charged for the year ended 31 March 2006. In
accordance with the Transitional Provision, the Group has
transferred goodwill previously held in capital reserves and other
reserves of approximately HK$22,566,000 and HK$11,947,000
respectively to retained profits as at 1 April 2005 (see Note 3 for
the financial impact).
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2.

CHANGES IN ACCOUNTING POLICIES/APPLICATION OF
HONG KONG FINANCIAL REPORTING STANDARDS
(Continued)

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 1 April 2001 of approximately HK$429,000
was held in capital reserve and negative goodwill arising on
acquisitions after 1 April 2001 of approximately HK$225,000 was
presented as a deduction from interest in associates and released
to income based on an analysis of the circumstances from which
the balance resulted. In accordance with the Transitional Provision,
the Group has derecognized all discount on acquisition as at
1 April 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).

Intangible assets

In previous periods, intangible assets were amortized over their
estimated useful lives. For the period beginning on 1 April 2005,
the Group applies, for the first time, HKAS 38 “Intangible Assets”
which 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 1 April 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 1 April 2005. No
amortization has been charged in relation to intangible assets
with indefinite useful lives for the year ended 31 March 2006. As
a result of this change in accounting estimate, amortization charge
for the year ended 31 March 2006 has decreased by
approximately HK$4,566,000. Comparative figures have not been
restated.

SHBERES AR BYEREE
Al (#%)

XA (%

A B AN HOKCRE A 8] 25T S A E
R EN S @,/ Jr,ﬂﬁq:\ﬁgm%’i
ﬁ;‘x$xﬁzﬂ AR A AT

BIEB BT HRELERFEIF AEER
WREBARZASNEE BERIA

BEAEFEP 2 EDBHKEBRANZ
Eﬂ#%ﬁ)}ﬁﬂﬁzﬁ%%ﬂ‘iﬁﬂFﬁﬂﬂﬂﬂ:ﬁ 218
moRNBABE R —FWNA—H
AT A U BB T = A 2 B i 2 49429,0008
TREEEAFEE M_TZ—FWMA
—HEAREMEELEZETEY
225,000/ T B 51| {E Bt 22 8 Rl A 2 P
?Mz THEBRIEEEFBEHRZBRZ

Tﬁ@ﬁs@%%w*ﬁ%ﬁ@ﬁ\éﬂﬁx*75;%
BTrAERR_ZEERFNOA—B 2
ﬁuﬁz%ﬁ% H &2 4429,000%
JC R 5 58 A& AN - T £9225,0007%8
TR ST 25 ERE B & A R = R R
(I ERMES) -

BVEE

RUAFHE EFEEDREMGFAIA
FHAEE A _TETRFNA—BH
e HEE AEBEAXEREES
RS [ BFEEE| ERATEFEE
FERERNEEZBRKERFHTIA
- BRFHEREETRE G
AT MERFHZERE
EAER AR R RERE (1F) E\J
PR-BRFHI v B EED/BSE EA
BEETREDNS  HRE /Rﬁ%&iﬂ’\ﬁﬂ
ERNEEEMETRENR - BRERS
FETHERS8HE 2 BEKS AEEER
—EERENA-BEHIEHEELE
EfNRFH HERABRBEUNEZ S
A= R i 3R 2 4R BR TH (B 5 226,687,0007%
A THEEFNERERYBFH-
AEBCEALETAASEH W=
TERFUNA—BREILEHERTBF
HrEEEEFRBE-BE_ZT X F
—A=+—BLtFE WERERTA
FHZEREEFEE - EXIEER
BEZE BHE_TENF=-A=F
—HIEFEZEHEAIE R DD
4,566,000 Lo Lt BB F W EE 5|



Annual Report 2005-2006 £F

56

CHANGES IN ACCOUNTING POLICIES/APPLICATION OF
HONG KONG FINANCIAL REPORTING STANDARDS
(Continued)

Owner-occupied Leasehold Interest in Land

In previous periods, owner-occupied leasehold land and buildings
were included in property, plant and equipment measured using
a combination of revaluation model. In the current year, 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. As no reliable allocation between the land and buildings
elements can be made, the leasehold interests in land continue
to be accounted for as property, plant and equipment and the
adoption of this accounting policy has had no impact on the
consolidated financial statements.

Financial Instruments

In the current year, 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 1 April 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.
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2. CHANGES IN ACCOUNTING POLICIES/APPLICATION OF
HONG KONG FINANCIAL REPORTING STANDARDS
(Continued)

Financial Instruments (Continued)

Debts are equity securities previously accounted for under the
benchmark treatment of SSAP 24

On or before 31 March 2005, the Group classified and measured
its investments in debt and equity securities in accordance with
the benchmark treatment of Statement of Standard Accounting
Policies No 24 “Accounting for Investment in Securities” (“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 1 April 2005 onwards, the Group
classifies and measures its investments in 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 financial assets”, “loans and
receivables”, or “held-to-maturity investments”. “Financial assets
at fair value through profit and loss” and “available-for-sale financial
assets” 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 investments” are measured at
amortized cost using the effective interest method (see Note 3 for
the financial impact).

On 1 April 2005, the Group classified and measured its investments
in equity securities in accordance with the transitional provisions
of HKAS 39. As a result, “investments in securities” amounted to
HK$123,534,000 and HK$144,435,000 have been classified as
“available-for-sale investments” and “investments held for trading”,
respectively. On 1 April 2005, unquoted equity investments of
which their fair value cannot be determined reliably are carried at
cost less impairment (see Note 3 for the financial impact).
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CHANGES IN ACCOUNTING POLICIES/APPLICATION OF
HONG KONG FINANCIAL REPORTING STANDARDS
(Continued)

Financial Instruments (Continued)

Financial assets and financial liabilities other than debt and equity
securities

From 1 April 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 as at 1 April 2005 other than debt and equity
securities of the Group.

Derivatives

From 1 April 2005 onwards, all derivatives that are within the
scope of HKAS 39 are required to be carried at fair value at each
balance sheet date regardless they are deemed as held for trading
or designated as effective hedging instruments. For derivatives
that are deemed as held for trading, changes in fair values are
recognized in profit or loss for the period in which they arise.

In the prior years, gain on disposal on 17.5% interest in a subsidiary
has been deferred as the Group has written a put option to the
purchaser which provides an option to the purchaser to put the
17.5% equity interest back to the Group at a fixed price. The put
option has an exercise period of three years from the date of
original disposal in December 20083. The put option constitutes a
financial derivative which was required to be measured at fair
value upon application of HKAS 39.

In addition to the conversion options embedded in the debt
instrument in respect of convertible notes set out below, the
Group reassesses the fair value of the put option written by the
Group in respect of the 17.5% equity interest of a subsidiary and
restated the put option at fair value on 1 April 2005 with the
corresponding adjustment of HK$28,594,000 credited to retained
earnings (see Note 3 for the financial impact).
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2.

CHANGES IN ACCOUNTING POLICIES/APPLICATION OF
HONG KONG FINANCIAL REPORTING STANDARDS
(Continued)

Financial Instruments (Continued)
Investment in convertible notes

From 1 April 2005 onwards, the Group has applied HKAS 39 to
the convertible notes, which comprise of a conversion option
embedded in a debt instrument, it acquired during the year ended
31 March 2006. In accordance with HKAS 39, the conversion
option embedded in the debt instrument is accounted for
separately as a derivative deemed as held for trading. Changes in
fair value of the conversion options are recognized directly in
profit or loss. The debt component is designated as “available-
for-sale investments” with fair value changes recognized directly
in equity (see Note 3 for the financial impact).

Non-current assets held for sale and discontinued operations

In the current year, the Group has, for the first time, applied
HKFRS 5 “Non-Current Assets Held for Sale and Discontinued
Operations” (“HKFRS 5”). HKFRS 5 requires an entity to classify
a non-current asset (or disposal group) as held for sale if its
carrying amount will be recovered principally through a sale
transaction rather than continuing use. The assets classified as
held for sale should be measured at the lower of carrying amount
and fair value, less costs to sell. The Group has applied the
relevant transitional provisions in HKFRS 5 and elected to apply
HKFRS 5 prospectively to non-current assets (or disposal groups)
that meet the criteria of held for sale and operations that meet
the criteria to be classified as discontinued on or after 1 April
2005. In the current year, assets with carrying amounts of
HK$1,645,259,000 and the associated liabilities with carrying
amounts of HK$854,328,000 have been classified as “assets
held for sale” and “liabilities associated with assets classified as
held for sale”, respectively. Comparative consolidated income
statement is also represented for discontinued operations.
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CHANGES IN ACCOUNTING POLICIES/APPLICATION OF
HONG KONG FINANCIAL REPORTING STANDARDS
(Continued)

Share-based payment

From 1 April 2005 onwards, 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. In relation to shares granted before 1 April
2005, the Group has not applied HKFRS 2 to shares granted on
or before 7 November 2002 and shares granted after 7 November
2002 and had vested before 1 April 2005 in accordance with the
relevant transitional provisions. The Group had no share granted
after 7 November 2002 and had not yet vested on 1 April 2005,
and accordingly, no retrospective restatement is required.
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2. CHANGES IN ACCOUNTING POLICIES/APPLICATION OF
HONG KONG FINANCIAL REPORTING STANDARDS
(Continued)

Hotel properties

HK Interpretation 2 “The Appropriate Accounting Policies for Hotel
Properties” (“HK-INT 2”) 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 loss 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.
Share of loss of the associate for the year ended 31 March 2005
has been increased by HK$937,000 (see Note 3 for financial
impact).

5 SUMMARY OF THE EFFECTS OF THE CHANGES IN
ACCOUNTING POLICIES

The effects of the changes in the accounting policies described
in Note 2 on the results for the current and prior years are as

B HEKEE ERAEBYBREE
Al (#%)

BIE Y%

BEEREFR([BERESE29%])
[(BEMEZBRAEABRIBRBEEE
BHEEEREMEZ SRR -RIBAE
HRE AEEBEQRBTEE AL
YEERABERRESBAR W AE
ErE - BEERBFE R BETIHELE
ZUERBREESENE16% Y
¥ URRELE DB BME HBERE
#H AR AERAKEHERERED
ABR-ANREE 2B 2 AR B HRERK
AEABZEBEMEAR -EESR
TR 05 AR W (] LB BB I IR 2 1B
S I TEFT S ST BUR C B P E A o L 8
FETFEIN-RNEE-_ZEZTRE=A=
T—RLIEFE B E QR E BN
937,000 T o (M2 & R MT7E3) ©

B RREDERE

Motz @t BMRESHHAFE R
BEFERECTENT:

follows:
0] On results (i) HEE
For the year ended 31 March 2005 BE_EE2F=ZA=+RHLHF
B
HKAS 1 HK-INT 2 Total effects
HK$'000 HK$'000 HK$000
(Note 2) (Note 2)
BB E: BAERE
ZEBIZE 157 Pk B R
F# T F AL T HE AT
(M 2£2) (M 322)
Increase in share of FEAG B & N A
losses of associates &5 18 38 10 (4,247) (937) (6,184)
Decrease in income tax {5 i 3z 5 4>
expense 4,247 — 4,247
Decrease in profit for & AE FDR A
the year - (937) (937)
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3

SUMMARY OF THE EFFECTS OF THE CHANGES IN

ACCOUNTING POLICIES (Continued)

U)

On results (Continued)

For the year ended 31 March 2006

3. EEREPEERE (51)

HEE (%)

BE-_RENHF=HA=+RHHF

)i 3
HKAS 1 HKAS 38 HKAS 39 HKFRS 3 Total effects
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Note 2) (Note 2) (Note 2) (Note 2)
EB 58 &8 BARUER
B8 B8 B8 HAER mye
15 55385 55305 R
TEHL THT TEL FHL T&A
(Mz£2) (M322) (M3£2) (F322)
Decrease in realization of BRWE—H
negative goodwil arising on BA DT BN
acquisition of additional BanEEZ
interest in an associate BREEHD - - - (23) (23)
Decrease in amortization of WENBRREREEZ
goodwill arising on EER D
acquisition of interests in
subsidiaries - - - 29,780 29,780
Decrease in amortization of BRI 20
trademark licenses - 4,566 - - 4,566
Decrease in amortization of WEBANRELY
goodwill arising on acquisition P B #R
of associates - - - 8,321 8,321
Increase in share of losses of [E(EI & AR BB ZIE M
associates (2,615) - - - (2,615)
Decrease in income tax expense B3 #i % diFi 4 2,615 - - - 2,615
Increase in fair value of ARBREBTANEL
conversion options embedded  HiR#EZ
in convertible notes AFEEZEM - - 114,048 - 114,048
Increase in profit for the year bbb - 4,566 114,048 38,078 156,692
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3. SUMMARY OF THE EFFECTS OF THE CHANGES IN 3. B HRREHTERE (4)
ACCOUNTING POLICIES (Continued)

(i) On income statement line items (ii) HU=KRIBEE
For the year ended 31 March 2005 BRE-_RERAS=ZA=+—HiE
£
HKAS 1 HK-INT 2 Total effects
HK$'000 HK$’000 HK$'000
(Note 2) (Note 2)
BRI ERE1SR FEREBER b2
TET TEL T#H# T
(M 3x2) (M z£2)
Increase in share of JFE 4k Bt & N A
losses of associates E5183E N (4,247) (937) (5,184)
Decrease in income tax P15 %4 3z iR >
expense 4,247 - 4,247

Decrease in profit for F 2 i M A
the year - (937) (937)
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3. SUMMARY OF THE EFFECTS QF THE CHANGES IN 3. EHNESTHEERE ()
ACCOUNTING POLICIES (Continued)

Z =

For the year ended 31 March 2006 EEXEZAZF+HILSE

K

z

e e

HKAS 1 HKAS 38 HKAS 39 HKFRS 3 Total effects
HK$000 HK$000 HK$000 HK$000 HK$'000

(Note 2) (Note 2) (Note 2) (Note 2)
BEEHE FABENE BESHE BFEUEHS wee
A5 Al 5538%% AI%E30%k  ERIESSE
FEHL FTEHEL FEL FEL FEL
(Hz22) (Hz22) (Hz22) (B 222)
Decrease in administrative ABAZRD
expenses - 4,566 - 29,780 34,346
Decrease in realization of BH U
negative goodwil arising on A=UNGIEEE
acquisition of additional BREEYZ
interest in an associate BEEHD - - - (23) (23)
Decrease in amortization of Wigm e AR EE
goodwill arising on ZEBEHERLY
acquisition of associates - - - 8,321 8,321
Decrease in share of results of ~ E{G B & A 7]
associates EERDY (2,615) - - - (2,615)
Decrease in income tax expense  FT3 R 32 F 4 2,615 - - - 2,615
Increase in fair value of conversion 7 % 2 Z & A7 % i 2
options embedded in AFEELM
convertible notes - - 114,048 - 114,048

- 4,566 114,048 38,078 156,692
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3.

SUMMARY OF THE EFFECTS OF THE CHANGES IN 3. BB EREBHZERE (4)
ACCOUNTING POLICIES (Continued)
The cumulative effects of the new HKFRSs as at respective FEBVBHREENESEE R ERE
balance sheet dates are summarized below: BRI
As at 31 March 2005 I EEAF=ZA=+—8
As at Adjustments
31 March As at on As at
2005 Retrospective 31 March 1 April 1 April
(originally adjustments 2005 2005 2005
stated) HKAS 1 HK-INT 2 (restated) (Note) (restated)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R=2%1% BAE R-2T1F W-330F W-ZZLE
ZR=+-0 &AEHE A% ZA=t-A mA mA-AH
(MEEEH) BJZE1%; BN (B3) -—-HHAR (E50)
(F32)
T#L T#L T#L T#L T#L T&L
Property, plant and equipment nE BERRE 70,557 - - 70,557 - 70,557
Interests in associates A UNG 2 632,201 - (937) 631,264 27,590 658,854
Investments in securities (non-current) EHRE (FR8) 123,534 = = 123534 (123,534) =
Available-for-sale investments MEHERE - - - - 123,534 123534
Investments in securities (current) EHRE (RE) 144,435 = S 144,435 (144,435 -
Investments held for trading BIEEERE - - - - 144,435 144,435
Trade and other payables B REMENTE (1,011,814) - - (1011814 28,504 (983,220)
Other net assets EthEERE 2,298,015 - - 2298015 - 2298015
Total effects on assets and liabilties HEERAG BYE 2,256,928 - (937) 2,255,991 56,184 2312175
Share capital e 2,236 - - 2,236 - 2,236
Capital reserves EAGE (22,137) - - (22,137) 22,137 -
Other reserves E e 1,685,323 - - 1685323 1,947 1,697,270
Retained profts REEF 141,889 - ©37) 14092 2100 163052
Minority interests DERRE R = 449,617 - 449,617 - 449,617
Total effects on equity HRRER B2 1,807,311 449,617 937) 2,255,991 56,184  2312,175
Minority interests DERRER 449,617 (449,617) - - - -
Note:  The adjustment of approximately HK$27,365,000 included in W#x: FARBEDIAZERTZH

interests in associates represents the adoption of new HKFRSs
by an associate of the Group. The other adjustments represent
the adoption of HKAS 39 and HKFRS 3 by the Group. For
details, please refer to Note 2.

27365 000 T Z AR AAEEZ

—MHE AR ERTE AN B RS
R -EMARAAEBRENETSS
TR 53057 & B 8 B 75 3R & 22 Al

EIRFFEFL

AP FE2 ©
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SUMMARY OF THE EFFECTS OF THE CHANGES IN
ACCOUNTING POLICIES (Continued)

The financial effects of the application of the new HKFRSs to the
Group’s equity as at 1 April 2004 are summarized below:

3. EiIBRSHXERE (5

R EAMBERELENHARER =
TEMFENA-BZBRRBRZWBE

I (I N
As originally
stated HKAS 1 As restated
HK$'000 HK$’000 HK$'000
BB est

R 5 2 3R AEBI| 55155 el

T # T T # T T # T

Share capital [N 1,866 - 1,866
Capital reserve N (21,581) = (21,581)

Other reserves HhFHE 1,734,016 = 1,734,016

Retained profits R = A 158,880 — 158,880

Equity holders of the Company A2 RIR%#EHFH A 1,873,181 = 1,873,181

Minority interests LER R E S - 405,157 405,157

Total effects on total equity HRRER AT E 1,873,181 405,157 2,278,338
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4.

NEW STANDARDS AMENDMENTS AND INTERPRETATIONS
NOT YET APPLIED

The Group has not early applied the following new standards,
amendments and interpretations that have been issued but are
not yet effective. The Group is in the process of making an
assessment of the potential impact of these standards,
amendments and interpretations. Other than the adoption of
HKAS 39 and HKFRS 4 (Amendments) “Financial guarantee
contracts”, the directors of the Company so far concluded that
the application of these new standards, amendments or
interpretations will have no material impact on the financial position
of the Group. HKAS 39 and HKFRS 4 (Amendments) “Financial
guarantee contracts” requires financial guarantee contracts which
are within the scope of HKAS 39 to be measured at fair value
upon initial recognition, the Group is still not in the position to
reasonably estimate the impact that may arise from the adoption
of HKAS 39 and HKFRS 4 (Amendments).

HKAS 1 (Amendment) Capital disclosures ’

HKAS 19 (Amendment) Actuarial gains and losses,
group plans and disclosures 2

Net investment in a foreign
operation 2

HKAS 21 (Amendment)

HKAS 39 (Amendment) Cash flow hedge accounting of
forecast intragroup transactions ?
HKAS 39 (Amendment) The fair value option 2

HKAS 39 & HKFRS 4 Financial guarantee contracts 2

(Amendments)
HKFRS 6 Exploration for and evaluation of
mineral resources 2
HKFRS 7 Financial instruments: Disclosures '

HK(FRIC) - INT 4 Determining whether an arrangement
contains a lease ?

Rights to interests arising from
decommissioning, restoration and
environmental rehabilitation funds 2

Liabilities arising from participating in
a specific market — waste electrical
and electronic equipment 3

Applying the restatement approach
under HKAS 29
Financial Reporting in
Hyperinflationary Economies #

Scope of HKFRS 2 °

HK(FRIC) - INT 5

HK(FRIC) - INT 6

HK(FRIC) - INT 7

HK(FRIC) - INT 8

HK(FRIC) — INT 9 Reassessment of embedded

derivatives ¢

4.

EARERZHER ST R BB

AREE I EIRATER AR A T 228 M0 18 R
EREHER SR KRB NEEIE
FHERAREER BRI S RBCERE
FE-BRABTEGHENFIVRELE
7B B 1 S M R SR 45k (AERT) [ B 7%
ERARISN BAIARBREETNER
ERMNGEFHER EFTABRBRER
SENMBERANLBEATE-FEEE
FHERIF 395 M F B M 5 S ERF 4
5 (Resl ([MEERER]) REE
& GBI F 395 € B A H B 15 42
REREBREREARFEEFTE-
AEBINAREFETEARATE S E
I 26 3957 I & 8 B 75 T 5 E A 5 458
(REFT) REENTE-)

BE G ENE 1R ARRE
(BE3T)

BEEMENE19%  RENERER
(BE7T) EEGHE R iR E
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BEEHEAFOR  EBAKERERZZH
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RERYBRE
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EEUBREENFET BEERZHDRRFE

ERUBREEASETR SBIA BE

55 (BRAEZES) ETZTHRTLEHE?
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55 (BB ZREZES) BBREEERRREER
-ZEE5% BEEREEER 2 ER?

55 (BRZREZES) LHETNE-BEEN
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55 (BB ZAEZES) RAREBAESHEL
-REETH FoORBHBRLE
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NEW STANDARDS AMENDMENTS AND INTERPRETATIONS WAERZHERN - EITRRE (&)
NOT YET APPLIED (Continued)
! Effective for annual periods beginning on or after 1 January ! W_ERLHF—H— 8 RALHAHB
2007. Z M A
g Effective for annual periods beginning on or after 1 January 2 Wo_RENF—A— 8 RALH%
2006. ZEF M A Ao
g Effective for annual periods beginning on or after 1 December ’ W_EERZF5+ A —8RA%HN
2005. 2 2B A Ao
4 Effective for annual periods beginning on or after 1 March 2006. * W_ERENF A — 8 RALHAHB
Z B A AL e
5 Effective for annual periods beginning on or after 1 May 2006. 9 —RERNFAERA—HRAALKHE
ZEF M A AL
& Effective for annual periods beginning on or after 1 June 2006. G WoERENFESNA—BRAEH

SIGNIFICANT ACCOUNTING POLICIES

The financial information 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 HKFRSs issued by the HKICPA. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”) and by the Hong Kong
Companies Ordinance.

Z A F Ml AL
BREEHE

MBERTDIRE LKA LR R D
REMERETHBIAGUTXHAE
ZEF BB RELERARTE
Bt EEERT -

REMBHRRIVEBLBESHMAEMR
M BEBHBHREENRE LS B
REABMARIAARRAES LM
Al (TEMMRAN) REEDBERAIHR
T REMBRRTERETERNKE
£H-
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5

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and its subsidiaries.

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.

Goodwil

Goodwill arising on acquisition prior to 1 April 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
or an associate at the date of acquisition.

Goodwill arising on acquisitions prior to 1 April 2001 was held in
reserves, and has been transferred to the retained earnings on
1 April 2005.

For previously capitalised goodwill arising on acquisitions after
1 April 2001 but before 1 January 2005, the Group has
discontinued amortisation from 1 April 2005 onwards, and such
goodwill is tested for impairment annually, and whenever there is
indication that the cash-generated units (“CGU”) to which the
goodwill relates may be impaired.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Goodwill (Continued)

Goodwill arising on acquisition after 1 January 2005 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.

Capitalized goodwill arising on acquisition of a subsidiary is
presented separately in the balance sheet as an asset. Capitalized
goodwill arising in an acquisition of an associate is included in the
cost of the investment of the relevant associate.

For the purpose of impairment testing, goodwill arising from
acquisition of a subsidiary is allocated to each of the Group’s
CGU expected to benefit from the synergies of the combination.
CGU to which goodwill has been allocated are tested for
impairment annually, or more frequently when there is an indication
that the unit may be impaired. If the recoverable amount of the
CGU is less than the carrying amount of the unit, the impairment
loss is allocated first to reduce the carrying amount of any goodwill
allocated to the unit and then to the other assets of the unit pro-
rata on the basis of the carrying amount of each asset in the unit.
An impairment loss recognized for goodwill is not reversed in
subsequent periods.

Goodwill arising from acquisition of an associate is included within
the carrying amount of the investment and is assessed for
impairment as part of the investment.

Excess of an acquirer’s interest in the net fair value of an
acquiree’s identifiable assets, liabilities and contingent liabilities
over cost (“discount on acquisitions”)

A discount on acquisition arising on an acquisition of a subsidiary
or an associate for which an agreement date is on or after
1 January 2005 represents the excess of the net fair value of an
acquiree’s identifiable assets, liabilities and contingent liabilities
over the cost of the business combination. Discount on acquisition
is recognized immediately in profit or loss. A discount on acquisition
arising on an acquisition of an associate (which is accounted for
using the equity method) is included as income in the determination
of the investor’s share of results of the associate in the period in
which the investment is acquired.

As explained in Note 2 above, all negative goodwill as at 1 April
2005 has been derecognized with a corresponding adjustment
to the Group’s retained earnings.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Trademark licenses

Prior to 31 March 2005, intangible assets were amortized over
their estimated useful lives. For the period beginning on 1 April
2005, intangible assets with indefinite useful lives are not amortized
but are tested for impairment annually by comparing their carrying
amounts with their recoverable amounts, irrespective of whether
there is any indication that they may be impaired. 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 recognised as an
expense immediately.

When 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 recognised for the asset
in prior years.

Trademark licenses with finite-life are stated at cost less
amortization and any identified impairment loss. Amortization is
calculated to write off the cost of the trademark licenses over
their estimated useful lives, using the straight line method.

Patent

The patent is measured initially at cost and amortized on a straight
line basis over its estimated useful life.

Club debentures

Club debentures are stated at cost less any subsequent
accumulated impairment losses.

Non-current assets held for sale

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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenue recognition

Revenue is measured at the fair value of consideration received
or receivable.

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

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

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

Internet service income and royalty income are recognized when
services are provided.

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

Investments in associates

The results and assets and liabilities of associates are incorporated
in these financial statements using the equity method of
accounting. 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 profit or
loss and of changes in equity 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
recognising 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.

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.

BEREFTHEE (4%)
W A TR

WA BB MR IR B 2 AT B
s

HEEBESFRETINERNTHIRRZ S A
EEER-

HEEMNEmTERMBEERKE

27
270N

HEEMEER
HER -

BRI RIEHE BB

B B8 AR A IR B E R A R FR A AR 75
BTER -

HeWA (BERELEHELEADE
MAXRBELHBRREZHSWA) KBRS
KRB A B AR TER

MBEEZNE H&U\?EH—*;FEJE‘?ELX‘HHE
BEZASHERERZERNEFE
BRNESRUBEE I RFHAN
EREWIIREFRARAS UK EZEE
ZERERE N E-

BtE N EIRE

5?%’&72¥Z$&§F§51f§1,ﬁ'ﬁﬁ%£
GOAAREN B RKR -BREBEER
ﬁ%@jhéuﬁizﬁ(ﬁdﬂﬁilﬁfﬁgx
BENRERIRREREEH 2 WHER
“@Jﬁﬁuﬂﬁ)/WET—JEE%)DJUHTEJEE?ER\
HAaBERBRAR - MAEEREGH
2N A EEAESE N SE E AR E D
ANER (RREEAER LB AEE
BMERAFRE o2 REE
=) lexila:m'ﬁﬁﬁu/u\/ﬁéJE{EZL
—*FJ%T%"W]ZFE.%%&EYT&
SRR R & & D RS R 77_/\?#5%5
SNEIEEIBRELERREREE.

i Se B B fE AR B — B & A RETT
R BNAREERBBEEE QXA ZE



73

HANNY HOLDINGS LIMITED $3 @ EE AR A A

Notes to the Financial Statements

B 7% ¥R 5% I &

For the year ended 31 March 2006 # 2 — R R X% = A =+ — Bk F &

5

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment (other than goodwill, intangible assets with indefinite
useful lives and intangible assets that are not yet ready for use)

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 any
recoverable amount of the asset is estimated to be less than its
carrying amount, the carrying amount of the asset or CGU is
reduced to its recoverable amount. Impairment losses are
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.

Property, plant and equipment

Property, plant and equipment are stated at cost or valuation less
accumulated depreciation and amortization and accumulated
impairment losses.

Advantage has been taken of the transitional relief provided by
paragraph 80A of HKAS 16 “Property, plant and equipment”
from the requirement to make regular revaluations of the Group’s
land and buildings which had been carried at revalued amounts
prior to 30 September 1995. Accordingly, no further revaluation
of land and buildings will be carried out.

Depreciation and amortization are provided to write off the cost
or valuation 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.

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

The gain or loss arising on the disposal or retirement of an asset
is determined as the difference between the sales proceeds and
the carrying amount of the asset and is recognized in the income
statement.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
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.

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 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.

Other asset
Other asset which represent interests on land held under operating

lease and for sale is stated at the lower of cost and net realisable
value.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Inventories

Inventories are stated at the lower of cost and net realizable
value. Cost is calculated using the weighted average cost method.

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional currency
of the entity (foreign currencies) are recorded in its 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, except for exchange
differences arising on a monetary item that forms part of the
Group’s net investment in a foreign operation, in which case,
such exchange differences are recognized in equity in the
consolidated financials statements. 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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Foreign currencies (Continued)

Goodwill and fair value adjustments on identifiable assets and
liabilities acquired arising on an acquisition of a foreign operation
on or after 1 January 2005 are treated as assets and liabilities of
that foreign operation and translated at the rate of exchange
prevailing at the balance sheet date. Exchange differences arising
are recognized in the currency translation reserve.

Equity-settled share-based payment transactions

In respect of share options granted to employees after 1 April
2005, the fair value of services received determined by reference
to the fair value of share options granted at the grant date is
expensed on a straight-line basis over the vesting period, with a
corresponding increase in equity (share option reserve).

At the time when the share options are exercised, the amount
previously recognized in share option reserve will be transferred
to share premium. When the share options are forfeited or are stil
not exercised at the expiry date, the amount previously recognized
in share option reserve will continue to be held in share option
reserve.

For share options granted to employees on or before 11 November
2002 or granted after 11 November 2002 but vested before 1
April 2005, the Group did not recognize the financial effect of
share-based payments until the share options were exercised.

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.

BERETBE (4

SNEE (#7)

AR —ZEZRF A Bz RKE—
BEIINRGHESAHAIEERBE L
BERAFEEFABROE/ZEABINE
BeBERAB YRNGEERZRTE
KE-FEZEAZBEONER LR
TR

BERSEENROTR RS

HEER _TTRFOA-—HEERZ
BREMAMERE QT EEDRBRE
BROAHEEZ A FEE REEHA
AE SRR IER S IR (8 I
) HEFEIE hO -

=T RO BB B JE 1T (R By - ST BT I AR AR A
FEETHERZEBHEBERMNEE-
EREBEE R ERRN EWm B RET
& RN BRIEFETERZERE
BEBEFTREBRERET -

HRERAR T _F+—F+—H=kz
SR T _F+—A+—B2%EE
%ﬁﬁ@mfvaﬂimﬂ B Z A
AEBBERE BRBRERETE X
SETEERUROENSHIT BT E-

T A

MEBEBK RS TASNKEXZEH
AR EEABRERYBEE R
HBRE WBEERMBBENTRA
FEEFE-BAXBRTHEEERY
BREERREZRIKA BRFE

BIRYHEBRSRNGERAZHEEER
MBAERN) TROTEREFNA
UM BEEXTBAR LA FEEA
B (Em) -BARXFEEIKRLE
BRERANERZUBEEXRNBRELZ
32 5 P A BB 0 18 28 Fh RERR



77 HANNY HOLDINGS LIMITED $3 @ EE AR A A

Notes to the Financial Statements

B 7% ¥R 5% I &

For the year ended 31 March 2006 # 2 — R R X% = A =+ — Bk F &

5

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)
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.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial
assets held for trading and those designated at fair value through
profit or loss on initial recognition. 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.

Loans and receivables

Loans and receivables (including trade and other receivables,
short-term loan receivables, short-term loan receivables from
related companies, amount due from associates, margin loan
receivables and bank deposits) 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 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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)

Financial assets (Continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either
designated or not classified as any of the other categories (set
out above). 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 profit or loss 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.

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 and derivatives that are linked to and must be
settled by delivery of such unquoted equity instruments, 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 Group’s financial liabilities are generally classified into financial
liabilities at fair value through profit or loss and other financial
liabilities. The accounting policies adopted in respect of financial
liabilities and equity instruments are set out below.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss, include financial
liabilities held for trading. At each balance sheet date subsequent
to initial recognition, financial liabilities at fair value through profit
or loss are measured at fair value, with changes in fair value
recognized directly in profit or loss in the period in which they
arise.

Other financial liabilities

Other financial liabilities including trade and other payables, margin
loan payables, bills payable, amount due to an associate, amount
due to a minority shareholder, borrowings, obligations under
finance leases 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.

Derivative financial instruments

Derivatives of the Group that do not qualify for hedge accounting
are deemed as financial assets held for trading or financial liabilities
held for trading. Changes in fair values of such derivatives are
recognized directly in profit or loss.

Embedded derivatives

Derivatives embedded in non-derivative host contracts are
separated from the relevant hosts and deemed as held-for-trading
when the economic characteristic and risks of the embedded
derivatives are not closely related to those of the host contracts,
and the combined contracts are not measured at fair value through
profit or loss. In all other circumstances, derivatives embedded
are not separated and are accounted for together with the host
contracts in accordance with appropriate standards. Where the
Group needs to separate an embedded derivative but is unable
to measure the embedded derivative, the entire combined
contracts are treated as held-for-trading.
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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.

For financial liabilities, they are removed from the Group’s balance
sheet (i.e. 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.

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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Taxation (Continued)

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.

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
realised. Deferred tax is charged or credited in the 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.

Retirement benefits costs

Payments to defined contribution retirement benefit plans are
charged as expenses as they fall due.

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.

Allowances for bad and doubtful debts

The policy for allowance for bad and doubtful debts of the Group
is based on the evaluation of collectibility and aging analysis of
accounts and on management’s estimate. In determining whether
impairment is required, the Group takes into consideration the
aging status and likelihood of collection. Specific allowance is
only made for receivables that are unlikely to be collected and is
recognized on the difference between the estimated future cash
flow expected to receive discounted using the original effective
interest rate and the carrying value.
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KEY SOURCES OF ESTIMATION UNCERTAINTY (Continued)
Income taxes

As at 31 March 2006, a deferred tax asset of HK$332,000 in
relation to unused tax losses has been recognized in the Group’s
balance sheet. No deferred tax asset has been recognized for
the remaining unused tax losses of 372,942,000 as at 31 March
2006. The realisability of the deferred tax asset mainly depends
on whether sufficient future profits or taxable temporary differences
will be available in the future. In cases where the actual future
profits generated are less or more than expected, a material
reversal or further recognition of deferred tax assets may arise,
which would be recognized in the income statement for the period
in which such a reversal or further recognition takes place.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group’s major financial instruments include equity and debt
investments, borrowings, trade and other receivables, short-term
loan receivables, margin loans receivables, bank deposits, trade
and other payables. 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.

() Market Risk
Currency risk

Certain trade receivables, trade payables, short-term loan
receivables and borrowings of the Group are denominated
in foreign currencies. The Group currently does not have
a foreign currency hedging policy. However, the
management monitors foreign exchange exposure closely
and consider the usage of hedging instruments when the
need arises.

6.
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7. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Continued)

U

Market Risk (Continued)
Interest rate risk

The Group’s fair value interest rate risk relates primarily to
its investments in fixed-rate convertible notes where it is
also exposed to cash flow interest rate risk through the
variable-rate bank borrowings. (see Notes 27 and 37 for
details of debt securities and loans respectively).

The Group currently does not have a policy to hedge
against the interest rate risk as the management believes
that changes in the interest rate will not have a significant
impact on the Group’s financial position. However, the
management monitors closely the interest rate exposure
and will consider using interest rate swap when the need
arises.

Other price risk

The Group is exposed to equity security price risk through
its investments in both listed and unlisted equity
investments. For investments in listed equity investment,
the management manages this exposure by maintaining
a portfolio of investments with different risk profiles.

7.
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7. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Continued)

(i)

)

Credit risk
Credit risk

The Group’s maximum exposure to credit risk in the event
of the counterparties failure to perform their obligations as
at 31 March 2006 in relation to each class of recognized
financial assets is the carrying amount of those assets as
stated in the consolidated balance sheet. There is
concentration of credit risk with convertible notes, loans
from or to related parties and certain major customers in
Europe. 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, loan receivable, margin loan
receivables and debt securities 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.

The credit risk on liquid funds is limited because the counter
parties are banks, financial institution with good reputation.

Liquidity risk

Prudent liquidity risk management implies maintaining
sufficient cash and the availability of funding through an
adequate amount of committed credit facilities. The Group
maintains the flexibility in funding by arranging banking
facilities and other external financing. Besides, the Group
has continued to tighten cost controls over operating costs
to improve the cash flows, profitability and operations of
the Group. The directors believe that the Group will have
sufficient working capital for its future operational requests.
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8.

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
operations, is as follows:

WA

WADREBEFRETIREFPZE
mEIINEEFEE RS RE TINE
EPZHEMEEZ W R B IEF
B-AKEZAFRERA(BRFER
HFHEXRH) oM e

2006 2005
HK$’000 HK$000
—EEXREF —TERF
T H T T # T
Continuing operations SEET

Sales of goods HEE M 51,452 124,172
Securities trading BHEE 146,386 93,884
Sale of other assets (Note 30) SHEHEMEE (W :230) 118,800 39,600
316,638 257,656

Discontinued operations FEIFEEK
Sales of goods HEEm 5,385,144 5,418,803
5,701,782 5,676,459

SEGMENT INFORMATION

In accordance with the Group’s internal financial reporting, the
Group has determined that business segments are its primary
reporting format and geographical segments are its secondary
reporting format.

Business segments

The Group is organized into four business segments, namely
trading of computer related products, trading of consumer
electronic products, securities trading and property development
and trading.

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 (see Note 16). The
Group will continue the operation of trading of other non-
“Memorex®” computer related products.

7EEHR

REAEEANFTHRS AEERTE
EBORRERREL N - WEHIBER
RERER I

E A

AEBEHEUESEXBAK BIEKA
HEmRE S HEETEWRES &5 8
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SEGMENT INFORMATION (Continued)

Business segments (Continued)

Segment information about these businesses is presented as

below:

Continuing operations

Discontinued operations

BEREYR FEEER
Trading of
computer
Trading of related  Trading of
computer Property products consumer
related Trading of ~ development under electronic
products securiies  and trading Total  “Memorex®” products  Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Z e
ERE5
EHRE S @i ([Memorex?] — HEET
ERES HHEE ZEREE BB ERES ga
T#A T#L T#L T#A T#L T#L THL
For the year ended 31 March 2006 ~ # 2 =%%~x %= A
Zt-BkEE
REVENUE ON
External sales IEpsEE 51,452 146,386 118,800 316,638 4,210,551 1,174,593 5,701,782
SEGMENT RESULT FEEH (8635) 175698 11886 158949 91334 22008 272311
Interest income MEHA 44,398
Unallocated corporate expenses RAERERT (33,333)
Finance costs HBER (75,894)
Share of results of associates [ A=UNGE 3 (21,494)
Net gain on disposal of subsiclaries & A B 2\ & Bt &
and associates REZKHER 921
Impairment loss on trademark licenses 12 7F Al & 2 B E B2 (164,667)
Impairment loss on available-for-sale ~ AIHAERE 2 HEFE
investments (49,845)
Impairment loss on club debentures & F &% 2 A ERE (778)
Allowance for loan receivable ERETEE (11,542)
Allowance for other receivable Hi RN ER (2.412)
Loss before income tax BREEHAER (42,335)
Income tax expense ERT L (53,669)
Loss for the year ~EEEE (96,004)
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9. SEGMENT INFORMATION (Continued)

Business segments (Continued)

Trading of
computer Trading of
Property related consumer
Trading of  development products under electronic
securities and trading  “Memorex®” products  Consolidated
HK$'000 HK$000 HK$000 HK$’000 HK$'000
vl
ERES
M ([ Memorex®] HEET
EHEE BRENEE k) EmES Re
FET FET THE FTEL FET
Assets and liabilities FER A
at 31 March 2006 AREXEZAZ+—0
ASSETS BE
Segment assets NEEE 727,006 - 1,583,194 235 2,310,435
Interests in associates i oUNSIE- 647,693
Unallocated corporate assets AORECEEE 1,235,052
Consolidated total assets DABEE 4,193,180
LIABILITIES af
Segment liabilties SEAEE - 421 919,884 - 920,305
Borrowings EE 858,020
Unallocated corporate liabilties APREEEE 195,532
Consolidated total liabilities LERBARE 1,973,857
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9. SEGMENT INFORMATION (Continued) 9. DEEHR (41)
Business segments (Continued) EEDE (%)
Discontinued
Continuing operations operations
FEER FIFEER
Trading of
computer
Trading of related
computer products
related under
products Corporate Total “Memorex®” Consolidated
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
EEE
ERES
EfEE (I Memorex®]
ERES ¥ mst Y] e
THEL FHEA FHEL FHEL FHA
Other information H e A
For the year ended 31 March 2006 BRE-ZREXNEZA
Z+—RkFE
Capital expenditure BEARRE 162 23 185 15,285 15,470
Depreciation and amortization FEREH 2,000 613 2,613 11,998 14,611
Impairment loss on trademark licenses B2 3 7] & 2 R EE 1B 164,667 - 164,667 - 164,667
Addition of goodwill arising on W i — P B A B EE SN
acquisition of a subsidiary EEZEE - 623 623 - 623
Addition of goodwill arising on W BE — B & A A
acquisition of an associate BINEEZEHE - 2,276 2,276 - 2,276
Net provision for doubtful debts REBEFE 685 2,412 3,097 13,575 16,672
Allowance for slow moving inventories 4 8517 & 25 - - - 75,732 75,732
Gain on disposals of interests in W R AR
subsidiaries and associates W g - 921 - - 921
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9. SEGMENT INFORMATION (Continued) 9. DEER (81)
Business segments (Continued) XM (&)
Continuing operations Discontinued operations
BEER FREXR
Trading of
Trading of computer Trading of
computer Property related consumer
related Trading of  development products under electronic
products securiies  and trading Total  “Memorex®’ products  Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BB (As restated)
ERES
il S (IMemorex®])  EEET
EmES EHEE ZERER e mE EfEH )
T#L T#EL T#L T#L T#L Tk T&EL
(&=5))
For the year ended 31 March 2005~ #E=%E5 %=}
Zt-RLEE
REVENUE /0N
External sales MPEE 124172 93,884 39,600 257,656 3,853,541 1,665,262 5,676,459
SEGMENT RESULT PEEE 13,212 77,263 2,106 92,580 243,346 24,847 360,773
Interest income FEMA 22,651
Unallocated corporate expenses RAMEERT (63,939)
Realization of negative goodwil WE-REEAT
arising on acqisition of an BIMERES
additional interest in an associate ZEBBER 2,057
Finance costs HHBER (18,198)
Share of resuts of associates EEBERAREE (64,909)
Impairment loss on goodwill arisng~~ WE-EHEARESE
on acquisition of an associate LEEREBR (177,446)
Amortization of goodwil arising s e A
on acquisition of associates EECHEEH (28,089)
Loss on disposal of subsidiaries HENBARREE
and associates NEZER (15,747)
Profit before income tax BEER AR R 17,159
Income tax expense &R (117,397)
Loss for the year ~EEEE (100,238)
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9.

SEGMENT INFORMATION (Continued) 2EER (%)
Business segments (Continued) EHE O (&)
Trading of Trading of
Property computer consumer
Trading of ~ development related electronic
securities  and trading products products  Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
S R HEET
EHEE BEREER ExES EmES fma
FHL FHL FTHEL FHLT FTET
Assets and liabilities *ER A
at 31 March 2005 HA_RERrF=ZA=+—08
ASSETS &E
Segment assets DEEE 144,621 108,000 2,284,675 3,792 2,541,088
Interests in associates NS £ 632,201
Unallocated corporate assets ROBEEEE 483,264
Consolidated total assets RABEE 3,656,553
LIABILITIES =
Segment liabilities PPAaE 103 1,512 872,534 - 874,149
Borrowings B 243,351
Unallocated corporate liabilities AOMEEEE 283,062
Consolidated total liabilities mEBAaRE 1,400,562
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9. SEGMENT INFORMATION (Continued) 9. DEEHR (81)
Business segments (Continued) EBEDHE (%)
Discontinued
Continuing operations operations
BEER FRBEES
Trading of
computer
Trading of related
computer products
related under
products Corporate Total  “Memorex®” Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
[ Memorex]
R ke B K AR
ERES NS &  ERES oy
F#H T F#H T FHET FH T F#H T
Other information B
For the year ended 31 March 2005 BRE-RERF=Z]
+—BEFE
Goodwill arising on acquisition RZZTHFE-A—HE
of an additional interest in Wb — KT B A A
a subsidiary after 1 January 2005 BIMERFTEE ZHE - - = 24,430 24,430
Capital expenditure BABY 168 471 639 13,590 14,229
Depreciation and amortization FEREH 51,813 1,561 53,374 17,477 70,851
Impairment loss on goodwill arising WE—HBERREEL
on acquisition of an associate EEREEE = 177,446 177,446 = 177,446
Net provision for doubtful debts RERETE 566 5,726 6,292 15,977 22,269
Allowance for slow moving inventories & #4717 & %% - - - 25,588 25,588
Loss on deemed disposal of associates 1% {F {1 & B & A 71518 = 19,251 19,251 = 19,251
Geographical segments 15 5 8
The Group’s trading of computer related products is mainly located REBERBEFAERESETERNILER
in North America and Europe. The trading of consumer electronic BOMNET - BHEEFEMESEENI
products is mainly located in North America, the trading of EET BHFEBTEREBET MY
securities is mainly located in Hong Kong and the property ¥BREREBUNFERPEARKLA
development and trading is mainly in the People’s Republic of (THRE]) #ETT

China (the “PRC”).
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SEGMENT INFORMATION (Continued) 9. DEEHR (41)
Business segments (Continued) EB D ()
The following table provides an analysis of the Group’s sales AEE 7 HE WAL I TIHSI R DT
revenue by geographical market, irrespective of the origin of the WHR(REER/RBERIR) :
goods/services:
Sales revenue by
geographical market
Hb 15 T 35 85 B WA
2006 2005
HK$’000 HK$'000
—EEXRE —TTREF
T H T T #H T
America EM 4,906,186 4,834,806
Europe B 429,401 581,085
Others Bt 366,195 260,568
5,701,782 5,676,459
Revenue from the Group’s discontinued operations was derived REBEFEXB 2 WAETERAILE
principally from North America (2006: HK$4,848,142,000, 2005: (ZZFZE/NF:4,848,142,0008 00 — &
HK$4,834,806,000) and Europe (2006: HK$429,401,000, 2005: = A 4 :4,834,806,000/%8 T ) & BUM
HK$539,279,000). (ZEZTRNF:429,401,0008 > — &

£ {45 : 539,279,000 7T ) °
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9.

SEGMENT INFORMATION (Continued)

Geographical segments

The following is an analysis of the carrying amount of segment
assets, and additions to property, plant and equipment, analyzed

9. DREEHR (81)

Hh 15 5 48

DEEEZIREERYE #ERRE
HIERZEEEMBMIER IR

by the geographical area in which the assets are located: wm
Carrying amount Additions to property,
of segment assets plant and equipment
THEEZKREE MR RRBILE
2006 2005 2006 2005
HK$’000 HK$'000 HK$’000 HK$'000
ZEERF —TTEREF ZEEAREF —TEhF
T #H T T #H T T H T T#HA
Hong Kong B 2,456,692 1,349,581 144 501
North America it 1,150,454 1,118,220 13,199 11,311
Europe B 164,560 257,408 1,776 2,111
Taiwan a8 48,051 49,178 325 294
Others HAp 366,802 462,365 26 12
4,186,559 3,236,752 15,470 14,229

As at 31 March 2005, intangible assets of HK$233,475,000,
goodwill of HK$167,908,000 and deferred tax assets of
HK$18,418,000 were excluded from the analysis of the carrying
amount of segment assets and as at 31 March 2006, goodwill of
HK$6,621,000 is excluded form the analysis of the carrying

amount of segment assets.

RELEE BEMEEHRBATERE

A DB R -_FF

hFE=A=+

— B 233,475,000 T2 BB E -
167,908,000/ JT 2 75 & & 18,418,000
BT ZBELERBEERINAREDEE
EFRAEINR RRZZEZTF= ﬂ
=+—H6,621,000/ T ZEEKRH A
RADEEEEREAES TXR-



Annual Report 2005-2006 £F 94

10.  OTHER INCOME 10. HAA
Other income included the following items: HE ABETINIEE :
Continuing operations  Discontinued operations Consolidated
FEEK FREXY &8
2006 2005 2006 2005 2006 2005

HK$000  HK$000  HK$000  HK$000  HK$000  HK$'000
“®TAEF -PTRF SFTAEF -PTEF SETAE -PTEA
tEA FRL FBEL FBRRL FRA FBA

Interest on bank deposits BOFERHE 3,224 910 823 517 4,047 1,427
Interest on loan receivables W E RTINS 40,234 21,130 - - 40,234 21,130
Interest on loan from associates FEU S & A R B FA 8 117 % - - 117 9
Net exchange gain [ i a5 - 324 - - - 324
Internet service income BRI 366 3,096 - - 366 3,006
Royalty income ZFIHBA - - 788 2,787 788 2,787
Unrealized fair value gain of investments ~ HEEBERE 2 R EHATER

held for trading/Net unrealized Wit /i E A

holding gain on other investment BREZRERNRFE 43,313 17,223 - - 43,313 17,223
Rental income HEMWA 20,594 20,415 6,110 7,257 26,704 27,672
Net gain on trading of derivatives BEMEMBIA

financial instruments W - 15,100 - - - 15,100
Waiver of debt by a third party E=FHEEK - 14,415 - - - 14,415
Management fee income EEERA 3,497 3,573 - - 3,497 3573

11.  OTHER EXPENSES 11. Hhpxk
Continuing operations  Discontinued operations Consolidated
HEEK FREXER Re
2006 2005 2006 2005 2006 2005

HK$'000  HK$'000  HK$000  HK$000  HK$000  HK$'000
ZEERE —TTIHF ZEBERF _TTHF ZBERE _TTIF
T#&L T#A FTEA T#L T#A T#&EL

Loss on disposal of investment securiies &8 & & 5 2 B8 - 29,712 - = - 29,712
Impairment loss on AftHE s REREER

available-for-sale-investments 49,845 - - - 49,845 -
Impairment loss on club debentures CHEFREEE 778 = - = 778 =

50,623 29,712 - - 50,623 29,712

For the year ended 31 March 20086, the directors of the Company HE-_ZTZTF=-A=+—H ¢¢F
reviewed the carrying value of unlisted equity securities in the RAGEZEHNEFR I ETHRAE
PRC. After considering the subsequent purchase consideration ZHEEBE L RETE=FEEAAMIRE
offered by certain third parties, an impairment loss of approximately HEBERER SHEEL4L9 845,000
HK$49,845,000 has been identified and recognized in the BITHREBIBY E4R4 Kk’

consolidated income statement. o



95 HANNY HOLDINGS LIMITED $3 @ EE AR A A

Notes to the Financial Statements

B 7% ¥R 5% I &

For the year ended 31 March 2006 # 2 = R R -x$ = A =+ — B b5 &

12. FINANCE COSTS

Continuing operations

12.

Bt & A

Discontinued operations Consolidated

HEEK FHEEY &4
2006 2005 2006 2005 2006 2005
HK$'000  HK$000  HK$000  HK$'000  HK$'000  HK$000
“EERE ZZ2TRF -“EERF ZTTRF —BIAF -2Zh4
FTHEL THL FTHEL THEL THL FTEL
Interest on borrowings wholly ARBEFNEHEE
repayable within five years: ZIEERE:
— Bank loans and overdrafts - RABHREX 4,993 2,778 12,403 2,944 17,396 5,722
- Other loans —EER 58,055 11,875 - - 58,055 11,875
- Finance leases —BERY - - 25 99 25 99
Interest on bank borrowings not BARRFNEBERZ
wholly repayable within five years RITEHHE 418 502 - - 418 502
63,466 15,155 12,428 3,043 75,894 18,198
13.  IMPAIRMENT LOSS ON GOODWILL ARISING ON 13. WE-—RBEARNEE2HERER

ACQUISITION OF AN ASSOCIATE

For the year ended 31 March 2005, the directors of the Company
reviewed the carrying value of goodwill arising on acquisition of
an associate, China Strategic Holdings Limited (“CSHL”), which
is incorporated in Hong Kong and its shares are listed on the
Stock Exchange, in previous year, with reference to the financial
performance and the business operations of CSHL. After
considering the current market condition and operating results of
CSHL, an impairment loss of HK$177,446,000 has been identified
and recognized in the consolidated income statement.

i

REBEE_ZETRAF=A=1+—HLF
B ARAREZCLR2RPEZTERR
MEBEE BRRNAETERE M
BERNBPREBABRAR ([FXK]-
REB M R ERMDRE AT E
M MEAREZREE -EEEE A
MR kPR ERZESEXEIR:
177,446,000/% JT &k (B /& 18 B B € I
REEBWRER AR
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14.

15.

NET GAIN (LOSS) ON DISPOSAL OF SUBSIDIARIES AND 14.

ASSOCIATES

]) #8

Continuing operations

Discontinued operations

HEMBARARBE AT z2Wam (&

Consolidated

HEER FHEEY e
2006 2005 2006 2005 2006 2005
HK$'000  HK$000  HK$000  HK$000  HK$000  HK$000
ZEZRF ZZTHF “EERF ZTTHF ZETRE ZTTHE
FHL THL FTHEL THL THL THEL
Gain on disposal of subsidiaries HERBARZ WS 7,175 3,504 - - 7175 3,504
Net loss on deemed disposal of BEALERE RN AR
interest in associates ZEBRFE (14,048) (19,251) - - (14,048) (19,251)
Gain on disposal of associates HEBADNT 2z HE 7,79 - - = 7,79 =
921 (15,747) - = 921 (15,747)
INCOME TAX EXPENSE 15. ¥ H
Continuing operations  Discontinued operations Consolidated
HEER FHEEYR e
2006 2005 2006 2005 2006 2005
HK$'000  HK$000  HK$000  HK$000  HK$000  HK$000
ZEERE ZTTHF ZEERF —TTHF ZEETRE —TTHE
THEL THEL FHEL THEL THL FTHEL
Current tax: BRHE:
Hong Kong Profits Tax BRHEH 2,112 79 - = 2,112 79
Overseas sy 2,003 4,226 70,473 95,931 72,476 100,157
4,115 4306 70473 95931 74588 100,236
Deferred tax (Note 40) EERIE (W 240) 216 3) (1,185 17484  (20919) 17,161
4,331 4,282 49338 113,115 53669 117,397
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15.  INCOME TAX EXPENSE (Continued) 15. P W (%)
The income tax expense for the year can be reconciled to the RNEFZFTEH X BRI 5 & AR AT
loss before income tax per the consolidated income statements SRAIBEY RN T :
as follows:
2006 2005
HK$’000 HK$’000
—EERE —TTRHF
FHEAL T &AL
Loss before income tax: B BT 15 %4 Al ES 18 -
Continuing operations FEETE (144,092) (248,508)
Discontinued operations # BHEES 101,757 265,667
(42,335) 17,159
Tax at applicable tax rate of 41% BEAREMN%TE 2 HIE (17,357) 7,035
Tax effect of share of results FEAGEEE A T E¥
of associates 2RI 8,813 26,612
Tax effect of income not taxable TRHTI J\
for tax purposes RIS (17,774) (11,596)
Tax effect of expenses not deductible e S
for tax purposes RIS 32,250 93,530
Tax effect of tax losses REERTIEEE
not recognized 2R E 29,371 16,434
Utilization of tax losses & A SE AT R R
not previously recognized HIAEE (51) (7,308)
Utilization of deferred tax assets & A SE AR IR T
not previously recognized MIBEE (811) (319)
Reversal of deferred tax assets LRI B ERIRET IR
previously recognized iéfF [B] - 27,273
Effect of different tax rates REMBAEEERLE
of subsidiaries operating in ZHBAFZ
other jurisdictions TRAMEzZE 19,064 (31,551)
Others Hfb 164 2,713)
Income tax expense for the year REEEHREZ M 53,669 117,397

Hong Kong Profits Tax was calculated at 17.5% of the estimated
assessable profit for the years ended 31 March 2006 and 2005.

For the years ended 31 March 2006 and 2005, a major subsidiary
operating in the United States of America (“USA”) provided for
the USA Corporation tax at 41% on the assessable profit in the
USA. As the major profit of the Group was contributed by this
subsidiary, the tax reconciliation is prepared using 41%.

Income tax arising in other jurisdictions was calculated at the
rates prevailing in the relevant jurisdictions.

BEEMERRBE_TERNFR-ZFE
A =ZA=1T—BLLFEMFERE
FIR17.5% T K5+ E -

REBEE-_ZEENFR-_ZFTERAF=A=
+—HLEFE —HAREFRE RE
(IER)RE7TENBRRIAEER
@m%ﬁilﬁ%mmﬂﬁﬁilmﬁ
R-mRAEEZ EBRFEKEZHE
DA BERAR R4 %ETHIE AR

EHMBAEERAELE ZHMEHRLE
e AEER CATHRENE
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16.

DISPOSAL GROUP AND DISCONTINUED OPERATIONS

()

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 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 to dispose of Mll'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 Ml
and the Disposed Companies (the “Disposed Business”).

The aggregate consideration of the Disposal comprises:
(1) an initial consideration of US$330,000,000 (equivalent
to approximately HK$2,562,450,000), (2) plus the amount,
if any, by which the amount of the completion date net
current asset amount (as defined in the Company’s circular
dated 10 April 2006) exceeds US$87,000,000 (equivalent
to approximately HK$675,555,000) or minus the amount,
if any, by which the amount of the completion date net
current asset amount falls short of US$87,000,000
(equivalent to approximately HK$675,555,000); and (3)
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 Ml
and calculated on an agreed basis set out in the Disposal
Agreement for each of the twelve-month periods ending
on 31 March 2007, 31 March 2008 and 31 March 2009.
The earnout amount shall have a cumulative minimum of
US$5,000,000 (equivalent to approximately
HK$38,825,000) and a cumulative maximum of
US$45,000,000 (equivalent to approximately
HK$349,425,000). 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$349,425,000).

16.

HESBERFFHEER

(i)

RZZEZERF-ATNAB K&
EEREFELZ2ENE QT
Memorex International Inc.
([ MII] )& Imation Corp.
(Mmation] ) (—E R AL 75 2
A/ NCID I VA A i
EHaEl) - BHEEMIR Hanny
Magnetics Europe Limited *
Memorex Canada Ltd. -
Memorex Products Europe
Limited * Memorex Products

S.A.S. * Memorex Products
GmbH * Memorex Products
(Taiwan) Inc. X Memorex

Products, Inc. ([H&E AR | 2 &
gD W HEMIZ EZEA] &
K H 5 B8 A [ Memorex] & B
HEBEESNAREM CER 2
BE (BEMIREERARETZ
EFHEBEFRETIAES HEBR
B & A% mEHEE 5
HRHE 2 ER ([HEEK]) -

ZERXGZEREBE - ()E
£ {8 /330,000,000 7T (HZE
R #2,562,450,0005 7T ) * (2) 3
MEXKBSERBEEFE(TE
RAHAE-_ZSTENATHZ
k) B #187,000,0003 7t (46
£ N 49675,555,000& 7T ) 2 &
HZHA(A) SR ETK A
Bim &) & =18 4 587,000,000
E T (EHE R #675,555,000/5
T0) 2R 2 HRE (IF)  &(9)
BINEEINEEE - BEEESBIH2R
HEMIEE 2 HEARIZEF
HERTFEEEHZE ST LF=
A=+—H —ZZEZENF=/A=
+—BAEk_EENF=ZRA=+—
BiE&+—{8A Mz K7
B HE - wERBEIANE
T MmEBEN T IRBZEEZ
HEREEAE - BINGFEZ RE
=K% 78 A5,000,000% 7T (%
12 #138,825,000/% 7T) « i 25
= F878 /45,000,000 7T (H %
M 49 349,425,000/ 7T ) © i
Imation R L FMA—H
B ] B ) 838 5 3 765 2 45 ) 4
(EEREHBA-_ZT R FNA
+H @) Blimation & @
MISE fF — S B E R FEREINMT R
4858 3% 45,000,000 7T (FHER
#)349,425,000/8 ) Z T &
2B
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16. DISPOSAL GROUP AND DISCONTINUED OPERATIONS
(Continued)

(i)

Pursuant to the Disposal Agreement, the Group was also
required to transfer and assign the trading of consumer
electronic product business (the “Discontinued Business”)
to Imation before the completion of the Disposal Agreement
and accordingly, the trading of consumer electronic
product business was classified as discontinued
operations.

Given the current estimated net consideration of
approximately HK$2,454,000,000 for the Disposed
Business as set out in the Company’s announcement
dated 26 January 2006, the net proceeds of disposal are
expected to exceed the aggregate amount of the carrying
value of trademark licenses of Mll, the net carrying amount
of the relevant assets and liabilities of the Disposed
Business and accordingly, no impairment loss has been
recognized.

On 10 March 2005, the Group also entered into agreement
to dispose of approximately 15.3% interest in CSHL for a
consideration of approximately HK$26,000,000, the
completion which is subject to the completion of a group
reorganization by CSHL (“CSHL Reorganization”), details
of the CSHL Disposal and the CSHL Reorganization are
set out in note 24. After completion of the disposal of
CSHL, the Group will retained approximately 14% equity
interest in CSHL.

The assets and liabilities attributable to the Disposed
Business as well as the approximately 15.3% share of
assets are liabilities of CSHL (after the completion of the
CSHL Reorganization), which are expected to be sold
within twelve months, have been classified as a disposal
group held for sale and was presented separately in the
balance sheet (see below). No significant assets attributable
to the Discontinued Business will be abandoned upon its
operations were discontinued.

Regarding the CSHL Disposal, the net proceed of disposal
of approximately HK$26,000,000 is expected to exceed
the share of assets and liabilities of CSHL (after the
completion of CSHL Reorganization), no impairment loss
has also been recognized.

The disposal of Disposed Business and CSHL Disposal
was completed subsequent to the balance sheet date.

16.

HESBERFFHERE (4)

BRIBFLEHE AEBTMEARTHKEE
% A [A] Imation®E :Z & K EEH &
EFEMER([ERILEK]) HEE
HEETEMEBC Y BEAEFEE
& o

i

>H#

ERAARHBAZEERF—A -+
NEZAMATELE ¥R 2 R HRTR
B/ F 5 #92,454,000,0005% 7t ° Bl H & AT
BRIEFEBERGEEMIEZTAE
ZEAE EHEEZREFERDLE
E¥B2BB2RASHE WU EEARE
B8

RZZEZRAF=ZA+H ~EBEEF]
—EipE ANERFR 2@153%%%'
R AB 4 &26,000,0007 T e (B
FRTHREBEEHAE([FR E@DZ*

BR) FRERHEBHEZAFBRYIREA
ﬁﬂ%?m FEREHEFRRE K&
B G RE R RA14%[HE-

><ll\

TEXEBEGEERBEAREEDRE

BERBENIGI% (RTEKPREMR
%) (ZEEEEHBERTZEARS
B ENSEA—BREHEZLES
B IYREEAEBER (RT3 A RIE
HEV-FHEERRIEE BEEEDR
IEEBEGEZEREE-

BRPREEEE LEMBSREFHE
#726,000,0007% 7t T8 B % H8 38 FE G 5%
ZEERABEBE (RERKPRELE) &
ﬂ\ﬁ,ﬁ{\ﬁﬁm /WEE’J'TE"

HELEXBRPREEFHOREE
B&EX-
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16.  DISPOSAL GROUP AND DISCONTINUED OPERATIONS 16. HESERFRFEXER (41)
(Continued)
The major classes of assets and liabilities of the Disposed Business R-EEXFZA=Z+—H EREE
and CSHL as at 31 March 2006, which have been presented BEXRPIFRZINZHEEEZBRPERZ
separately in the balance sheet, are as follows: FTERRNEERBER T :
2006
HK$’000
—EERE
F#H AL
Property, plant and equipment R Y 29,720
Goodwil EES 167,908
Intangible assets mEEE 68,002
Interests in an associate R—EBE QR 2 30,822
Deferred tax assets REFRIAEE 51,684
Inventories FE 616,142
Trade and other receivables B 5N E bR FRIE 645,046
Tax recoverable AJ Uy [B] % 18 9,019
Bank balances and cash IRITHEFERIRE 26,016
Total assets classified as held for sale DEARENECBEE 1,645,259
Trade and other payables B 5 I H fth fE < 5UR 669,778
Other liabilities HtBE 1,738
Bank borrowings RITERK 170,698
Deferred tax liabilities EEFIEBE 12,114
Total liabilities associated with NERAHIEE
assets classified as held for sale BEEEBCBREE 854,328

100
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16.

DISPOSAL GROUP AND DISCONTINUED OPERATIONS

(Continued)

The results attributable to the Disposed Business and Discontinued

16, HEEEREZEES (4)

AEE HEXBIREXBEGEZ

Business for the year were as follows: EEWMT:
2006 2005
HK$°000 HK$’000
—EERE —EETRF
T HT T# T
Revenue WA 5,385,144 5,418,803
Cost of sales & A (4,167,175) (4,231,301)
Other income H A 8,441 11,499
Distribution and selling expenses DHERHERAX (955,573) (757,830)
Administrative expenses TBAX (156,652) (172,461)
Finance costs B &R (12,428) (3,043)
Profit before income tax B BT 15 B D& A 101,757 265,667
Income tax expense FriS %< i (49,338) (113,115)
Profit for the year AN E s A 52,419 152,552
The cash flows of the discontinued operations were as follows: IRFEEB2HEESRENOT:
2006 2005
HK$°000 HK$’000
—EERE —EETRF
T H T T# T
Net cash (used in) from operating activities ERIS (BAH) EE 2
0455 (261,773) 281,908
Net cash used in investing activities REXBHRA RS FHE (15,160) (13,302)
Net cash from (used in) financing activities BEER (BH)EEL
R /FHE 170,236 (152,682)
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17.  LOSS FOR THE YEAR 17. AXREEFIE
Continuing operations  Discontinued operations Consolidated
HEER FREEK RE
2006 2005 2006 2005 2006 2005
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ZETRE ZTTHE ZZBERE —TTRF ZBEREF —TTIF
THEL THET T#HA THEL THEL THEL
Loss for the year has been arrived AEEER
at after charging (crediting): Bk (Gt A) :
Staff costs (including directors’ EIRA (REEFMS):
emoluments):
Salaries and other benefits HeREMBER 19,393 34,265 145,970 136,585 165,363 170,850
Retirement benefits scheme RIREFIE 20
contributions 856 1,341 2,832 1,837 3,688 3,178
20,249 35,606 148,802 138,422 169,051 174,028
Depreciation and amortisation: MEREH:
Amortisation of intangible assets EMEERBEEN
and goodwill (included in (BREMTHAXA)
administrative expenses) - 45,272 806 5,794 806 51,066
Depreciation and amortization of mE BERFEZ
property, plant and equipment nEREH 2,613 8,102 11,191 11,683 13,804 19,785
2,613 53,374 11,997 17,477 14,610 70,851
Allowance for bad and doubtful debts RERAER 3,097 11,374 13,575 10,895 16,672 22,269
Allowange for loan receivables FEW B RS 11,542 8,338 - - 11,542 8,338
Allowance (reversal of allowance) MR EHEE
for margin loan receivables (EEmE) 4,922 (2,387) - - 4,922 (2,387)
Write-down of slow moving and BHERREFEEE
obsolete inventories - 1,060 75,732 24,528 75,732 25,588
Auditors’ remuneration ZEH M < 8,964 2,398 4,862 6,092 13,826 8,490
Net gain on investments held for trading/ B EEBERE 2 W358,/
Net gain on other investments HiiR 8 2 e 58 (60,980)  (62,136) - - (60,980)  (62,136)
Loss on disposal of property, HENE UXRZEBE
plant and equipment 2,616 405 120 693 2,736 1,098
Cost of inventory recognized as expense  HER AR Y 2 FER K 43,491 50,072 3,977,855 4,005948 4,021,346 4,116,020
Share of income tax of associates JEREEE R A FTEH
(included in share of results of (REEREHE AR
associates) $ERN) 2,615 4,247 - - 2,615 4,247
Exchange loss (gain) REERE (Kax) 5,580 (10,470) 7,735 1,232 13,315 (9,238)
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18.

DIRECTORS’ AND EMPLOYEE'S REMUNERATION 18.

@)

Directors’ remuneration

The emoluments paid or payable to each of the 12 (2005:

12) directors were as follows:

EEhEEME

(a)

£k

ENKENTI2REE (2T
AF:12%) FAZHMESWT:

2006 2005
HK$°000 HK$’000
—EEXRE —ETRF
F &L T # T
Chan Kwok Keung, Charles PR ] o4
Fees wE - -
Other emoluments: H b B
Salaries and other benefits ek EMEFR - =
Retirement benefits scheme contributions R K@ #1521 4 7% - =
Yap, Allan Yap, Allan
Fees we - -
Other emoluments: H i
Salaries and other benefits e kEMER 2,400 2,400
Retirement benefits scheme contributions & R 1@ Fl 5t 2l £ 3% 12 12
2,412 2,412
Lui Siu Tsuen, Richard A KR
Fees s — _
Other emoluments: H A £ -
Salaries and other benefits Fre REAMER 1,600 1,378
Retirement benefits scheme contributions 3B R 4@ Fll 51 21 & 94 92
1,694 1,470

Chan Kwok Hung

Fees
Other emoluments:

Salaries and other benefits
Retirement benefits scheme contributions

BeR B 16

H At Bl -
o LEMER
RRAE A B R
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18.  DIRECTORS' AND EMPLOYEE'S REMUNERATION 18. EEREEME (4)
(Continued)
() Directors’ remuneration (Continued) (a) EEHE (4)
2006 2005
HK$’000 HK$'000
—EEXF —EERF
T # T T % T
Fok Kin-ning, Canning EEE
Fees ke - _
Other emoluments: Ei e
Salaries and other benefits e hEMER - -

Retirement benefits scheme contributions & R 12 Fll =t 2l £ 3% - -

Ip Tak Chuen, Edmond i@
Fees we - -
Other emoluments: Ei g -

Salaries and other benefits e REMER - =

Retirement benefits scheme contributions R K %@ #5121 44 3% - -

Cheung Hon Kit oRE
Fees e - -
Other emoluments: E 5

Salaries and other benefits Fre kEMEF - -

Retirement benefits scheme contributions 3R K 1@ #) 5 21l £ 5% - =

Kwok Ka Lap, Alva ElE=ya
Fees we 48 24
Other emoluments: Ei e

Salaries and other benefits e hEMER - -

Retirement benefits scheme contributions & R 42 Fll =t 2l £ 3% - -

48 24
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18.  DIRECTORS’ AND EMPLOYEE'S REMUNERATION 18. EEREEME (%)
(Continued)
(@) Directors’ remuneration (Continued) (a) BEE (%)
2006 2005
HK$’000 HK$000
—EEXRF —EERF
F#H T T#H# T
Wong King Lam, Joseph HERR
Fees e 50 25
Other emoluments: H At B
Salaries and other benefits e REMER - =
Retirement benefits scheme contributions & K 18 | 51 &l £ 7% - -
50 25
Yuen Tin Fan, Francis =AM
Fees we _ _
Other emoluments: H b B &
Salaries and other benefits ek EMEFR - =
Retirement benefits scheme contributions R K@ #1521 4 7% - =
Sin Chi Fai HEEE
Fees we 12 N/A
Other emoluments: H A
Salaries and other benefits e kEMER - N/A
Retirement benefits scheme contributions & R 1@ Fl 5t 2l 3 - N/A
12 N/A

Shih, Edith

Fees

Other emoluments:
Salaries and other benefits
Retirement benefits scheme contributions

MR
e
HA L
e REAmEN
BRI ET SR
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18.  DIRECTORS' AND EMPLOYEE'S REMUNERATION 18. EZEREEME (#)
(Continued)
@) Directors’ remuneration (Continued) (a) EE=ME (8)
2006 2005
HK$’000 HK$000
—EERE —TETRF
TEL TET
Directors’ fees EE50E 110 49
Other emoluments: Ei e -
Salaries and other benefits e REMER 4,000 3,778
Retirement benefits scheme contributions iR YK 1@ A1) 51 2l £ 7% 106 104
4,216 3,931
(b) Employees’ remuneration ) EEMS

The emoluments of the five highest paid individuals of the
Group included one director for each of the two years
ended 31 March 2006 and 2005, whose emoluments are
included in (a) above. The aggregate emoluments of the

remaining individuals are as follows:

BE_TTRER_TTHF=
A=t HALMEFESS &
SERRE—R2EFERN AR
BHALTZHMEE 2R EX
(@) EStmmFALTZHMEAER
LN

2006 2005
HK$’000 HK$'000
—EERE —ZETRF
T # T # T
Salaries and other benefits Fe kEMmBER 10,392 9,916
Performance related incentive payments S XIRA/ME 2 14 5,697 3,898
Retirement benefit scheme BRIREF S 312 252
16,401 14,066
Number of employees
EE A

2006 2005
=F T 98 —TERF

HK$2,000,001 to HK$2,500,000 2,000,001 7T
% 2,500,0007 7T 1 2

HK$2,500,001 to HK$3,000,000 2,500,001 7T
2 3,000,0007 7T 2 1

HK$7,000,001 to HK$7,500,000 7,000,001 7T
7,500,000/ 7T - 1

HK$8,500,001 to HK$9,000,000 8,500,001/ T
9,000,000/ 7T 1 -
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19.  DISTRIBUTIONS 19. 2k
2006 2005
HK$’000 HK$000
—EERE —TERF
F#H T % T
Final, paid — HK6 cents per share RKEBN-—ZFFTRF
for 2005, with a scrip option FAREHEL (AT A
(2004: HK6 cents BRRE) (ZZEZME:
per share) FRE6EL) 13,418 11,193
Interim, paid — HK4 cents per share FE B —BRR4E
with a scrip option (RTEBIEZLARRARB) 9,045 =
22,463 11,193

The final dividend of HK6 cents (2005: HK6 cents) 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
general meeting.

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

Exga A RBERMBE (JEE
ABRRE) SlR6EI (ZETRF 68
i) - EAEFEREBERAE L &R
TEEE

ER_ETZRFR BT FRHERY
BE-ZEFRERBEOHKREMT:

2006 2005
HK$°000 HK$'000
—EEXRF —TTRF
F#H T %
Dividend % 2
—cash —Re 9,850 10,987
— share alternative — R iEE 12,613 206

22,463 11,193
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20.

EARNINGS (LOSS) PER SHARE

For the years ended 31 March 2006 and 2005, the calculation of
the basic earnings (loss) per share is based on the profit (loss) for
the year attributable to equity holders of the Company of profit
(loss) of HK$8,915,000 and HK$161,862,000, respectively, and
on the weighted average number of shares in issue during the
years ended 31 March 2006 and 2005 of 226,164,460 shares

and 198,244,118 shares respectively.

For continuing and discontinued operations

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

based on the following data:

20.

BF (&)

HE-_ZTTZAFR_ZTETRF=A=+
—BIEE SREXRAF (BE) HiE
NARIEAERFE AENFE R (6
B ) o 7l A& 8,915,000 T &
161,862,000/ 7T 2 im 1 (E518) RE=
—EERFEREERF=A=FT—H
IEFEEBTROZNEFHE DR A
226,164,4600% 2 198,244,118k 5t &

48

RREXRBIEREXRTME

AATEBREERSAAREESRER
N#EERN (FER) DR T 8IETE:

Earnings: & F:
2006 2005
HK$’000 HK$'000
—EERE —TETRF
F#H T T # T
Profit (loss) for the year attributable to RAGIRERE A
equity holders of the Company FEEFEE RN (BE) 8,915 (161,862)
Number of shares: R EE :
Weighted average number of FEERERRN
ordinary shares for the purposes of TBRMEFSEE
basic earnings per share (in thousands) (BAF51) 226,164 198,244
Effect of dilutive potential ordinary shares:  AIAEHT LB E A BB £
Options (in thousands) B A (LAT35T) 2,806 N/A
Weighted average number of EEREERAN 2
ordinary shares for the purposes of = ﬁﬂx nEFHEE
diluted earnings per share (in thousands) (LA T 5T) 228,970 N/A

During the year ended 31 March 2005, no diluted loss per share
in respect of both the continuing and discontinued operations is
presented as the exercise of the Company’s share options would

result in a decrease in loss per share.

BE_TTRAF=-A=+—HLEFE"
BERFEE RIFFEEXB2IEM
BR#EEBE ERTEARQRBERE
SEHEBRERRD -
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20.  EARNINGS (LOSS) PER SHARE (Continued) 20. BRERM(EHE) (8)
From continuing operations REFEES
The calculation of the basic and diluted loss per share from STEARAR T REARERE ABGRE
continuing operations attributable to the ordinary equity holders FEEBSREARREEEETHER U
of the Company is based on the following data: T EHEE:
Loss figures are calculated as follows: EEETHENAT:
2006 2005
HK$’000 HK$'000
—EEXREF —TERF
F#H T % T
Profit (loss) for the year attributable to RATIRAEFFB A
equity holders of the Company ElEFERE R (BE) 8,915 (161,862)
Less: Profit for the year from W REBIEFEER
discontinued operations 2 FJE A (27,985) (68,955)
Earnings for the purposes of EREFEEBL 2
basic earnings per share from BIREARRZF
continuing operations (19,070) (230,817)
The denominators used are the same as those detailed above Fise A n 8 EXXPTiiat E B S
both basic earnings per share. ERBAFAERAEMRR-
From discontinued operations REEFEED
Basic earnings per share for the discontinued operations is 12 RRBEFTBEEBL Z2FE BT
cents per share (2005: 35 cents per share) and diluted earnings 27,985,000 ot (Z T & A F :
per share for the discontinued operations is 12 cents per share, 68,955,000/ 7T) & _E X ATt at 5 8 ik
based on the profit for the year from the discontinued operations BEARBERN D EFE FEFEHX
of HK$27,985,000 (2005: HK$68,955,000) and the denominators B2 BRERBNRERI2EBIW (ZF
detailed above for basic and diluted earnings per share. THF:GRIBBI) RIEFBEEBH 2

BREFERNR12E-
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20.

EARNINGS (LOSS) PER SHARE (Continued)

From discontinued operations (Continued)

The following table summarizes the impact on both basic and
diluted earnings per share as a result of:

20.

BF (BE) ()

KEFFEED (

TRBEEREARBEERN I FE

JiA

Impact on basic earnings

Impact on diluted earnings

per share per share
BREXREIzE EREBSEREAN 2 HE
2006 2005 2006 2005
HK$ HK$ HK$ HK$
—EEXREF —ETRF —EERF —ETRF
Earnings (loss) per share FIRAERN (BE)
— basic — &R
Figures before adjustments Eﬂ BRI Z2HF (0.65) (0.81) (064 NA TEH
Adjustments arising from FEBRZ
changes in accounting BEYmMELL
policies (Note 3) FHEE (W 323) 0.69 (0.01) 0.68 N/A 1 iE A
Figures after adjustments ARE 2HT 0.04 (0.82) 0.04 N/A  “NiE A

110
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21. PROPERTY, PLANT AND EQUIPMENT

21. M- -HBERRE

Furniture,
fixtures
Landand  Plant and and Motor
buildings  machinery Moulds  equipment vehicles Total
HK$000  HK$000  HK$000  HK$000  HK$000  HK$'000
#Fa-
T RET KBREW BE RBERRME AE ok
T&A THEL T#HT T&A T#EL THEL
THE GROUP r&
COST OR VALUATION BAERGE
At 1 April 2004 RZZTZTWFEMNA—H 46,022 43,569 2,971 98,142 6,062 196,766
Currency realignment kS 1,103 - - (4,882) 37 (38,742)
Additions 18 - - - 13,528 701 14,229
Disposals and write off & R - - - (16,791) (2,415)  (19,206)
Disposal of a subsidiary HE—HMBAA - - - (3,811) - (3,811)
At 31 March 2005 RZZZRF=A=1+—H 47,125 43,569 2,971 86,186 4385 184,236
Currency realignment SRR (662) - - (372) (32) (1,066)
Additions 115 - - - 15,213 257 15,470
Reclassified as held for sale BHARELE - - - (87,240) (1,416)  (88,656)
Disposals and write off & R s - (33,438) - (2,871) (522) (36,831)
Disposal of a subsidiary HE—HMBAR = - - (150) - (150)
At 31 March 2006 R-ZZERF=A=1+—H 46,463 10,131 2,071 10,766 2,672 73,003
Analysis of cost or valuation: A BEAT:
At 31 March 2005 RZZTHRE=A=1+—H
At cost BKkAE 18,918 43,569 2,971 86,186 4385 156,029
At valuation RihE 28,207 - - - = 28,207
47,125 43,569 2,971 86,186 4385 184,236
At 31 March 2006 R-ZZERF=A=1+—H
At cost REKAE 18,256 10,131 2,971 10,766 2,672 44,796
At valuation ZihE 28,207 = = = = 28,207
46,463 10,131 2,971 10,766 2,672 73,003
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PROPERTY, PLANT AND EQUIPMENT (Continued) 21. WIE-EERFZME (8)
Furniture,
fixtures
Landand  Plant and and Motor
buildings  machinery Moulds  equipment vehicles Total
HK$'000  HK$'000  HK$000  HK$000  HK$'000  HK$'000
HE
T RET HBRERN BE RERRE B ot
THEL TET THEL THEL THL THEL
DEPRECIATION, AMORTIZATION nE BHERAE
AND IMPAIRMENT
At 1 April 2004 R-ZZTZNFNA—H 8,580 39,337 2,962 62,732 3,652 117,263
Currency realignment RS 31 - - (4,262) 24 (4,207
Provided for the year AEERE 1,014 1,106 8 16,886 77 19,785
Eliminated on disposals and write off S T 6 B L B - - - (14,970) (1,864)  (16,834)
Eliminated on disposal of a subsidiary & — R D Bl R - - - (2,328) - (2,328)
At 31 March 2005 R-ZERFE=ZA=+—H 9,625 40,443 2,970 58,058 2,583 113,679
Currency realignment Nk (20) - - (257) (18) (295)
Provided for the year KEERE 1,016 430 1 11,881 476 13,804
Reclassified as held for sale B AHELE - - = (67,825) (1,111 (58,936)
Eliminated on disposals and write off & T H A B B = (30,742) = (2,754) (234) (33,730)
Eliminated on disposal of a subsidiary & — R B 2 Al i - - = (86) = (86)
At 31 March 2006 RZZZRE=ZRA=+—H 10,621 10,131 2,971 9,017 1,696 34,436
NET BOOK VALUES REFE
At 31 March 2006 RZZETAE=A=1+—H 35,842 - - 1,749 976 38,567
At 31 March 2005 R-ZERFE=A=+—H 37,500 3,126 1 28,128 1,802 70,557

The above items of property, plant and equipment are depreciated

on straight-line basis at the following rates per annum.

Freehold land

Leasehold land and buildings

Plant and machinery
Moulds

Furniture, fixtures and equipment

Motor vehicles

Nil

Qver the period of

the leases or 2% — 5%

10% — 20%
25% - 33%
10% - 33%
20% - 25%

EdWE #ERRESEE DIRER

EATHFERFE:

IKAEREL M
HE i
KgF
28 R
BA
REA-
"E

KERERB

Eii:d

/A

REHFHK

2% —5%
10% £ 20%
25% £ 33%
10% £ 33%
20% £ 25%
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21.  PROPERTY, PLANT AND EQUIPMENT (Continued) 21. W -HEREE (%)
The Group’s land and buildings comprise: REB I REFEE!
2006 2005
HK$°000 HK$’000
—EERE —EERF
F#H T T #H# T
Outside Hong Kong: BEBAIME R
Under medium-term leases in AR B E A& 2
other regions of the PRC FRERFE AW 2 23,194 24,122
Freehold in Taiwan RB & KAEREY S 12,648 13,378
35,842 37,500

22.

The valuation of land and buildings held under medium-term
leases in other regions of the PRC in 1994 was made by Messrs.
American Appraisal Hong Kong Limited, an independent firm of
Chartered Surveyors, on an open market value basis.

Had the revalued land and buildings been carried at cost less
accumulated depreciation, their carrying amount would have been
stated at HK$19,747,000 and HK$20,452,000 at 31 March 2006
and 2005, respectively.

Included in the net book value of property, plant and equipment
are assets held under finance leases amounting to HK$510,000
at 31 March 2005.

R—ANAEE RPBEEMMbEAFH
MBI EBFHEH BB
YRFFAEMTRBEFEERAREA
FmEELEET

BB T REBFIRAAE R RET
EAR ER-_ZTRFER_FTTLF
A=t HZKEEEDAA
19,747,000 7% 7T ) 20,452,000/ JT °

VI IS MR 2 REFE S TE U
EROBEZEE R_ZEZTRF=A
=+—HZ#% A510,000/% Tt °

INVESTMENT PROPERTIES 22. KREWHE
HK$'000
T#H# T
FAIR VALUE AEEE
Acquired on acquisition of a subsidiary R EE— F'EJ BB N AR AETS
and at 31 March 2006 RZEZERF=A=+—H 133,000

The fair value of the Group’s investment properties at 31 March
2006 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.

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

ARBREVER _ZERF=ZA=+
— B2 AFEEDRRBILAEMTR
HERFEERARET ZEHEERES
H-AKEZREMEREBEDZERE
MERSBHR TS BESH TAF
BRHEMBE 2 MEMEEL-

REMERNEHEOARBLURE
Ao
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23.  INTANGIBLE ASSETS 23. BEEEE
Trademark
licences Patent Total
HK$°000 HK$'000 HK$'000
(note a) (note b)
BRI E ERRE g
TH# T T &L T # T
(W 3xa) (W 3£b)
COST RAME
At 1 April 2004 RZZEZNFEMHA—H 281,318 8,065 289,383
Arising on acquisition of additional Wb — KT8 A A
interest in a subsidiary HEOME 2 T EE A - - -
At 31 March 2005 RZEZREF
=A=+—H 281,318 8,065 289,383
Eliminated against accumulated MEHR R BB
amortization upon the application HELERIE 35 1&
of HKFRS 3 mEE 2 BEHH (54,631) = (54,631)
At 1 April 2005 RZZETERAFMA—H
— as restated — R E7 226,687 8,065 234,752
Reclassified as held for sale BIARELE (62,020) (8,065) (70,085)
At 31 March 2006 R-EBERE
=A=+—H 164,667 - 164,667

AMORTIZATION AND IMPAIRMENT B RRE

At 1 April 2004 RZZEZNFEMHA—H 31,065 470 31,535
Provided for the year REZEE 23,566 807 24,373
At 31 March 2005 RZZEZTRAF=H
=+—H 54,631 1,277 55,908
Eliminated against cost upon the i sE S e A B B B RS
application of HKFRS 3 s 2E RIS Bk 1&
MEELZERA (54,631) = (54,631)
At 1 April 2005 R-ZZEZERFMA—H
— as restated — R E7 = 1,277 1,277
Provided for the year FEEE - 806 806
Impairment loss on trademark licences 42 #F A alF J8 (B &5 18 (164,667) = (164,667)
Reclassified as held for sale BIARELE - (2,083) (2,083)
At 31 March 2006 R=-EBERE=A
=+—H (164,667) - (164,667)
CARRYING VALUES BREE
At 31 March 2006 RZZEZERF=H
=+—H = - -
At 31 March 2005 R-—EZHF=A

ET=1E 226,687 6,788 233,475




115

HANNY HOLDINGS LIMITED $3 @ EE AR A A

Notes to the Financial Statements

B 7% ¥R 5% I &

For the year ended 31 March 2006 # 2 — R R X% = A =+ — Bk F &

23.

INTANGIBLE ASSETS (Continued)

Notes:

a.

The amount represented the acquisition of the “Memorex®”
trademark licenses from Memorex Telex N. V. in 1999 and the
“Dysan” and “Precision” trademark licenses from an independent
third party.

The carrying amount of the “Memorex®” trademark was
reclassified to the Disposed Assets as set out in Note 16.

Upon the adoption of HKAS 38 from 1 April 2005 onwards, the
Group reassessed the useful lives of the trademark licenses and
concluded that the trademark licenses with a total carrying amount
of approximately HK$226,687,000 have indefinite useful lives
and are not subject to amortization but are tested for impairment
annually.

The carrying amounts of trademark licenses of “Memorex®” brand
are classified as held for sale as at 31 March 2006, which are
then stated at lower of carrying amount and fair value less cost
to sale. (see Note 16 for details).

The trademark licenses of “Dysan” and “Precision” brand relied
on the support from the trademark licenses of “Memorex®” brand’s
administrative structure, market network and reputation. Following
the conditional disposal of the trademark licenses of “Memorex®”
brand, the trademark licenses of “Dsyan” and “Precision” is
expected to be impaired by the directors of the Company as
there is a drop-out period of one year after such disposal
according to the sale and purchase agreement. Accordingly,
impairment loss of HK$164,667,000 is recognized in the
consolidated income statement for the year ended 31 March
2006.

The amount represented the acquisition of a labelmaker patent
in 2004. The patent is amortized over ten years on a straight line
basis.

23.

BEE (¢

M 3%

a.

?%gﬁ)}?aﬁ/\*hﬂﬂiﬁﬂ
Memorex Telex V. ik g
[Memorex®] Fﬁ’fﬂﬁ—fﬁ&ﬁ’\fyg
VY 4F ) ¥8 32 28 = J5 B [ Dysan] &
[Precision] ERF A& 2 WEEE -

I FE 1673 [ Memorex®] 12 HY
FHEERENALEEEE-

IEE_YYEEEH*EIE%ZW%E
& aH RIS 38557 $¢I§1&WF§M
.ﬁ—f S2RIEAEN RRREEAZ
%Eiﬁﬁ2266870001%752ﬁ$$u¢7
nx/\*ﬁﬂﬁﬁﬁﬁﬁﬁﬁﬂ UM B A T A
B EF2EFUABEBR-

[Memorex®] f k& 2 B 1= 7T 0] 7k 2 BR
AER T NFELBABEEL
& WHEEEHEERAZEAEHEAQ

FEEZREENR (RHE16) -

[Dysan] X [ Precision] §h & 2 B2
= 7] AE K FE [Memorex®] @i 2 B 1Z
AL BERE MRS REE
7 o 4% H & [Memorex®| FhhE 2
AR A E BREBEEERZ AR
ETZELERKE LR AR —F
ZEXH HMARARESESY .
[Dysan] ¥ [ Precision] & K = F 12
AR o E 2 BFRE N ER
Ao @ It 7 1B 518 164,667,000 B
ﬁﬁ%%ﬁﬁfgg/\fﬁ ﬁ 'f'*
HBIEFEZREWERPER

ZEBRR _TTMFRBRREUE
SRz WFEE - ZENETDIRERE
E+FREH-
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GOODWILL 24, THE
Goodwiill Goodwill
arising on arising on
acquisition acquisition
before after
1 January 1 January
2005 2005 Total
HK$'000 HK$000 HK$000
—EFEREF —EFTREF
—B—HA —B—H#%
WEEE WiEELE
AL AL #zE
T & T T # T T #H T
COST RAME
At 1 April 2004 RZZEZEWMFEMNA—A 287,424 - 287,424
Arising on acquisition of additional W g — R B A A
interest in a subsidiary KIMERS T EE - 24,430 24,430
At 31 March 2005 R-ZZETRF
=—A=+—H 287,424 24,430 311,854
Eliminated against accumulated W EH P FE B BB B 15
amortization upon the application HwEERE3RE
of HKFRS 3 i 2 4 2 5T 8 8 (143,946) - (143,946)
At 1 April 2005 RZZEZERFMNA—A
— as restated — &5 143,478 24,430 167,908
Additions E1E - 6,621 6,621
Reclassified as held for sale B ARIEHE (143,478) (24,430) (167,908)
At 31 March 2006 RZBEXRF
=A=+t—H - 6,621 6,621
AMORTIZATION By
At 1 April 2004 RZZEZEWMFEMNA—AH 117,253 - 117,253
Provided for the year AEF SRS 26,693 = 26,693
At 31 March 2005 R-ZZETRF
=—A=+—H 143,946 - 143,946
Eliminated against cost upon the i EH P FE B BB B 15
application of HKFRS 3 HEERIEIRE
mES 2 & A (143,946) - (143,946)
At 1 April 2005 RZZEZERFMNA—AH
— as restated and 31 March 2006 —BIRZFEREF
=A=+—8H = = =
CARRYING VALUES SREE
At 31 March 2006 RZBEARF
=A=+t—H - 6,621 6,621
At 31 March 2005 RZZETRF
=—A=+—H 143,478 24,430 167,908
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24.

25.

GOODWILL (Continued) 24. EBE(8)
Notes: M E
a. As at 1 April 2005, goodwill amounted to HK$167,908,000 (after a. R-ZETAFHNA—H BEEAR
adjusted for the eliminations of accumulated amortization upon 167,908,0007% 7T (4 FE F & 7% B 15
application of HKFRS 3) represented the goodwill arisen from ¥ &5 A RIS 35 14 T MUSH R ET B SH P
the acquisition of the businesses of Memtek Products Division of ER 2 ARR) BEEAR—NAN=FK
Tandy Corporation and Memorex Computer Supplies in 1993 B Tandy Corporation Z MemtekzE G
and the acquisition of an additional 14.9% interest in Ml in #B B Memorex Computer Supplies %
2003, and for the year ended 31 March 2005, the amount of KRR ZET=FREMIZ14.9%
HK$24,430,000 represents the goodwill arisen from the BINERFTEEZHEB - HE_ZT
acquisition of a further of 1.6% interest in Ml after 1 January AF=ZA=Z+—"HLEFE BH
2005. Goodwill are reclassified to Disposed Assets as set out in 24,430,000 T2 @ EEAR -Z
Note 16. ZRE—A - BERKRBMIEAM.6%
R EE 2B - FE16PTE -
HEEENEHELE-
b. REE-ZZF=A=+—HIL
b. For the year ended 31 March 2006, the addition of goodwill of F £ - I B8 Createsuccess Limited
approximately HK$623,000 and HK$5,998,000 attributed to the ([ Createsuccess] ) & Rapid Growth
acquisition of the entire interest in Createsuccess Limited Profits Limited ( [ Rapid Growth]) &
(“Createsuccess”) and Rapid Growth Profits Limited (“Rapid HBEZELM2HELES ALY
Growth”), respectively (see Note 42 for details). 623,000 7T & 5,998,000/ 7T ° (7
BB 2 B HE42)
During the year, impairment testing was performed in relation to F -2 BLA B E UK EE Createsuccess &
the goodwill arising from acquisition of Createsuccess and Rapid Rapid GrowthFT 2 & 2 BB #E 1T RE A
Growth. Management and directors determine that there is no HBEEREFHET LARENE
impairment of the above mentioned goodwill. VERER
INTERESTS IN ASSOCIATES 25. BT g
2006 2005
HK$’000 HK$000
—EERE —EETRF
F#H T T # T
Cost of investment in associates which are: 7 I/ B & A A)3% & 2 BA
— listed in Hong Kong (hote a) — BB LT (K@) 508,994 508,994
- listed overseas —EBIET 200,025 195,736
— unlisted —JEtm 6,579 6,579
Share of post-acquisition losses, FEG I EE EE
net of dividends received B W B (106,884) (129,977)
Goodwill on acquisitions of WL N Al EA
an associate (note b) Z 2 (M3x(b) 38,979 51,094
Negative goodwill on acquisition of WL NAlEA 2
an associate (note c) BRE (M) - (225)
Reclassified as held for sale (note 7 B AFRHELE (WD) (30,822) =
616,871 632,201
Fair value of listed shares WG 2 A TFEE 474,211 299,240
Amount due from an associate (note d) JE W Bt & N B SR IB
(H 22(d)) 2,623 2,197
Loan to an associate (note e) & F—MEE R ER
(M 2% (e)) 1,331 1,331
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25.  INTERESTS IN ASSOCIATES (Continued) 25. HEEQRRER ()
Notes: M3
a. Amount represents the Group’s 29.36% equity interest in CSHL a. ZEBEEAEER_ZZTF=H
at 31 March 2006 and 31 March 2005. E—1E &E/‘_j TRE=ZA=+
— B AT %R 2 29.36 % A% 1
b. Included in the investment in associates is goodwill of b. NN 7&% B4 B W R B
HK$38,979,000 and HK$51,094,000 as 31 March 2006 and ﬁﬁﬁf\f ST RNEFR_ZETHF=
2005 arising on acquisition of associate, respectively. The ﬁ =+ —BEEH®E 5 5
movement of goodwill is set out below: 38,979,000/%73&51 ,094,0007% 7t °
BMEZEHFRIN T
HK$'000
T # T
COST R AE
At 1 April 2004 and 2005 R-EENER-_ETREMNA—A 280,892
Elimination against accumulated amortization upon MR ERE BT BREEREIHE
the application of HKFRS 3 (see Note 2) MEEE 2 RET#EGH (LM z2) (229,798)
At 1 April 2005 R-ZZEZTRFWMA—AH
— as restated — &5 51,094
Additions IR 2,276
At 31 March 2006 R-ZEBZERF=H=+—H 53,370
AMORTIZATION AND IMPAIRMENT iR }ﬂiﬁ
At 1 April 2004 RZZZTWMFEMNA—H 24,263
Provided for the year AN SR A 28,089
Impairment loss recognized for the year REEBHRZBEBE 177,446
At 31 March 2005 R_ZEZTERF=A=+—H 229,798
Elimination against cost upon the application of W FE BB B 15w & RIS 35R1%
HKFRS 3 (see Note 2) MELZ BB (LW32) (229,798)
At 1 April 2005 R=ZZEZTAFMA—H
— as restated — 8 E5 =
Release upon deemed disposal of an associate RELE — & A FEEE 14,391
At 31 March 2006 R-ZEBZERF=HA=+—H 14,391
CARRYING VALUE BREE
At 31 March 2006 RZIEEAF=A=+—H 38,979
At 31 March 2005 R-_BEZRF=A=+—H 51,094

Until 31 March 2005, goodwill had been amortized for a period HEC

of ten years.

ZERF=RA=+—H0 BE
ZEBHBMB T+ EF
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25.  INTERESTS IN ASSOCIATES (Continued) 25. EEQTRE@ (4)
Notes: (Continued) B3 (&%)
& Negative goodwill arising on acquisition of an associate: @ KE—HEE R fEACERE:
HK$'000
THEL
GROSS AMOUNT g
At 1 April 2004 R=ZZTZTMFMA—H =
Additions #1E (233)
At 31 March 2005 W-TEREF=A=+—A (233)
Elimination against accumulated realization upon WIERERAEE Hﬁ a"% s AR FE 35
the application of HKFRS 3 (see Note 2) MEELZ RET#IE (LMx2) 233
At 31 March 2006 R-ZEEXFE=A=+—H
REALIZATION & IE
At 1 April 2004 R-ZZFZWNFMA—H
Released during the year FA ﬁ" IE!

At 31 March 2005
Elimination against gross amount upon
the application of HKFRS 3 (see Note 2)

R-_ZEZERAF=A=+—H
HEH P FE A B S 2RI
MEL Z A% (LK z2)

35% 1%

At 31 March 2006 REZZEBERF=A=+—H

CARRYING AMOUNT BRHEE
At 31 March 2006 R-ZBEEXEF=A=+—H

8)
8)
8

At 31 March 2005 R-BERFE=A=+—H (225)

Until 31 March 2005, negative goodwill had been released to BEE-ZTZRFE=A=1+—H A%

income on a straight-line basis over ten years. From 1 April 2005
onwards, all negative goodwill with carrying amount of
HK$225,000 previously included in interests in associates was
derecognized at 1 April 2005 upon the application of HKFRS 3
(see Note 2).

At 31 March 2006, the amount is unsecured, interest-free and is
repayable on demand. The fair value of the amounts due from
an associate at respective balance sheet date was approximate
to the corresponding carrying amount.

At 31 March 2005, the amount due from an associate was
unsecured, interest free and have no fixed terms of repayment.
Repayment of the balances will not be demanded within one
year of the balance sheet date and, accordingly, the amounts
are classified as non-current.

The fair value of the Group’s amount due from associates as at
the balance sheet dates approximate to the carrying amount of
the receivables.

%LAE%&%O%W&%MW\ 2]
—E@ﬁﬁimﬁ Bt Rt AR
N FIRE R BRI B § 225,000/ 7T 2
FTEERE—HMREATBY KR
HSREREIR (AF2) MR=ZFZT
HEMA—BEEER

REBEZERF=A=+—H %tH
REER 2B R EEEERY-
B —RREZERARFEZR $f’?ﬁ
JiNE=S *””EIEE?FHJ?EEEEW

R_ZEERAF=A=+—H BK—
IR & D R OB A AR - 2 8 R
EEEERB - ZEEHRBETENE
HHES 2 —FREE Bt &F
KIRFMEIE R B IR

AREBENGEE B REWEE QR R
Z/ASFE‘LEEEU%THSZMIEZEEEEW
o
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25.

CSHL is a company listed in Hong Kong and its financial year
end date is 31 December. The Group’s share of interest in CSHL
at 31 March 2005 and at 31 March 2006, respectively, is
calculated based on the net assets of CSHL at 31 December
2004 and 2005 respectively, after adjusting for any material
transactions up to 31 March 2005 and 31 March 2006, and the
result from the date on which CSHL became an associate of the
Group to respective balance sheet dates.

During the year ended 31 March 2005, the Group’s equity interest
in CSHL was diluted from 31.20% to 29.36% as a result of
exercise of share options of CSHL.

At 31 March 2005 and 31 March 2006, the Group held 29.36%
equity interest in CSHL.

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 2005 and at 31 March 2006,
respectively is calculated based on the net assets of PSCL at 31
March 2005 and at 31 March 20086, 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.

INTERESTS IN ASSOCIATES (Continued) 25. HEQRREZ (%)
Notes: (Continued) Wi (#%)
e. Loan to an associate is unsecured, has no fixed terms of e. BT —RHBE AR BERAEER &
repayment and bears interest at prevailing market rates. EERBARIZERMIGANEGTE
e
The fair value of the Group’s loan to associate as at the balance REER AEER FTHEQAAER
sheet dates approximate to the carrying amounts of the 2 A (B E B pE W Gk IE 2 BRTE B AR
receivables. o
f. Details of the Group’s principal associates at 31 March 2006 are f AEFBFEBREARAR T RF
as follows: =A=+—8H Zﬁi\ &zl
Proportion of
Form of Place of equity interest
business incorporation/ attributable to
Name of associate structure operation the Group Principal activities
2005 2006
% %
EMRL AEBEEMER
NI TEERBEX & IE B FE Lt 4 FTEEK
“ZTZRE ZBERE
% %
CSHL Corporate Hong Kong 29.36 29.36  Investment holding
HER 1= BE TEER
PSC Corporation Ltd Corporate Singapore 21.71 2426  Supply of household
(“PSCL”) % Froanig consumer products
THEEERAA
(MEEkl) HEXAEED

PRI BB LM AR EMBFELEE
EI?EH'*ﬂf‘?' H AEBEMPERS

TRFE=ZA=+—HR=-ZEZRF=A=
+ Hz#z DIRBRRER_ZTNFR
—ETRETRA=+—HZEEFE (K
REBEE_TTRAF=-A=1+—HERZZTZEAX
FZA=1+—HIEZERERR Z#ETHE
B)RPEXAAEEBERATEAESLE
HHZXEEFE

REBE_ZTRAF=-_A=+—HBILFE &
SERFRZRERITEFR R ZBREMS
31.20%#58 %2 29.36% °©

R-ZEERFZA=ZFT—HBHE_ZTRE=
A=+—H X&EBEFE$RK29.36%

B —RRFMEAME Em 2z RE K
MRFEHEEART -_A=+—H- ZK’EI
BEERR _ETAF=-A=+—HBK_
ERFZA=t—RBz#Ex )HETthFJZﬁC
—EEAFEA=+HAR=_FTEAF=H
=t BZEBEEFEORIBAEED T
Zﬁﬁﬂ‘“ﬁﬂ)&irﬁiﬁﬁ%ﬂigl ?ﬁ‘ﬁ"?*“
HEREERAZEEANE
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25.

INTERESTS IN ASSOCIATES (Continued)

Notes: (Continued)

f.

Details of the Group’s principal associates at 31 March 2006 are
as follows: (Continued)

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.

On 10 March 2005, the Group and PYI Corporation Ltd. (formerly
known as Paul Y. ITC Construction Holdings Limited) (“PY!”),
another substantial shareholder of 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$52,000,000 (the “CSHL Disposal”). The completion of the
CSHL Disposal is subject to the completion of a group
reorganization by CSHL (“CSHL Reorganization”).

On 19 May 20086, the CSHL Reorganization was duly completed,
which resulted in (i) CSHL continues 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 investments; (i) all other
subsidiaries of CSHL which are engaged in property development,
holding business and vessels for sand mining, and all other
associate companies of CSHL which are engaged in
manufacturing and marketing of tires, business of providing
package tour, travel and related services and hotel operation
have been grouped under Group Dragon Investments Limited (a
wholly owned subsidiary of CSHL) (“GDI”) and continue to be
run by the existing management of CSHL; and (jii) the distribution
in specie of shares in GDI to the then shareholders of CSHL, on
the basis of one GDI share for every share in CSHL after
consolidation under the capital reorganization.

On 26 May 2006, Somerley Limited, 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 Acquisition”). The GDI Acquisition was approved
by the shareholders of the Company on 17 October 2005 and
was completed in June 2006. The Group’s interest in CSHL was
reduced to 14.04% and presented as non-current asset held for
sale (see note 16), whilst the Group held 98.92% interest in GDI.

Details of the CSHL Disposal and the GDI Acquisition are set out
in a Company’s circular dated 26 May 2006 and in the Company’s
announcement dated 16 June 2006.

REBXZHERNRNN _TERF
ZA=T—AZFHBHEINET: (5)

ERIE 2 AEBBERE HES
RREIBXEAEEFAZEEN
BRASBEFREEFEERNLND
ZAFCEBERRR FHEMBER
AEEYREBN LK.

R-EBEZRE=FA+H AEEEH
R ZEEZREREEEFR
An (AIBREEFEEEEBRA
A) (MRE])BE-BIE=F5H
& 4 $#£270,000,000/% 7 % B 1D (8
B R EA15.3% A1 sk AN & B B4R
# 5 Bll43% A 135,000,0000% ) &1 32 %
12 84 & % - 48K {852,000,0007%8 7T
([REREESE]) TRPRLE
FHAFAPRTREBEA ([FK
BHE]) FAIEE-

R-ZBEZXRERA+NARA HEEA
ERTK BRA() PREEADR
EHRAR EMBAREFREEM
ERERBEE FEMELSRDE
WA ()PREEMEBRERIRE R
RER FUPMEZABEMITEA
Al AREERIRREREE RE
BRTT ) hR e R E A AR AR TS 2 75
RBIE&EZ A EiE Qi
REREATKERBEHERES
RAR (PRZE2EKHBAR) ([#
Bl REEHPRZEAREEEKL
EER (INRBEERETAMNEER
MERKRERERAEYHIK T K E
BHERD EEATFRHE —RPRK
PIRE— R BEREAR D o

R-ZBEREFRA-+B K~EH
2 BEEATEMNAERAFTREKAR
SEEHER WERALEEEHS
2SN T R Rt et (B
BEWE]) HEKBEN-_ZTRFE L
A+tBESARRARRREL - ZIEB
RERZZETNFNARK B
AEBRPRZEZTERESE
14.04% B 25| AIFEHEERD
BE (Lmzzle)  AEBRBEAR
BE98.929% % 1 o

MERHEFRERFEREKBEEHRS
BERAEER—ZERFREA-T
NANEZBEEARABR TR
NENATRBHEZRMHA
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25.  INTERESTS IN ASSOCIATES (Continued) 25. HfELNRRER (%)
Notes: (Continued) sz (%K)
g. The summarized financial information in respect of the Group’s g. AEEBEARYBERNBEHT:
associates is set out below:
2006 2005
HK$°000 HK$'000
—EBEREF —ZETRF
FH AT F#H T
Total assets BERT 3,307,275 3,452,648
Total liabilities BEmE (1,132,934) (1,308,483)
Net assets BAEFE 2,174,341 2,144,165
Group’s share of net assets of associates ~ A& B E(HEE QA EEFE 616,871 632,201
2006 2005
HK$’000 HK$'000
ZEEXRE —ETRF
F A F#H T
Revenue A 870,320 898,270
Loss for the year REZEE (56,160) (184,410)
Group’s share of loss of associates AEBFANEGEEAREE
for the year (21,494) (64,909)
h. The Group has discontinued recognition of its share of losses of h. RNEEE K IEFERE B T B

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
as follows:

W/N
A2 BE-UTRAELZERE QR
ZAEREREEE HEa AR S
RAARFELEZTERER KRG
N

~

2006 2005
HK$°000 HK$'000
—EBEXRE —ZETTRF
F#H T T #H T

Accumulated unrecognized of share losses ~ FE{G BE & A &) 25t
of associates REREE

(19,441) (19,230)
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26. INVESTMENTS IN SECURITIES 26. wERE

ki

RZZEZERF=ZA=+—HZBFKRE
BIMT - R_ZFTRFMHUA—BHE®A
FEGHERFEINRR EHRREEH

Investment securities as at 31 March 2005 are set out below.
Upon the application of HKAS 39 on 1 April 2005, investment in
securities were reclassified to appropriate categories under

HKAS 39 (See Note 2).

REERESHEREIOREAET 2
BEER (RME2) »

Investment Other
securities investments Total
EERE HihwE g
2005 2005 2005
HK$'000 HK$'000 HK$000
—EZRF —EZREF —EZREF
T #H T T # T T # T
Listed securities EmESE
Hong Kong B - 131,563 131,563
Overseas I = 1,058 1,058
Unlisted securities ELETESH
Overseas/PRC (note a) gIN R (M ia) 123,348 = 123,348
Unlisted debt security FEEMEBES
Hong Kong (note b) E& (M 3b) = 12,000 12,000
123,348 144,621 267,969
Market value of listed securities m@EszmE = 132,621 132,621
Carrying amount analyzed for MEMEWNMIEL 2
reporting purposes as: BREEDT:
Non-current B 123,348 186 123,534
Current Ui - 144,435 144,435
123,348 144,621 267,969
Notes: PH 3£ ¢
(@) As at 31 March 2005, the Group had the following investment (a) RZZETRF=A=+—HB &5H

securities held for long term strategic purposes:

. 40%* interest in Alfresco Gold Limited which is engaged
in investment holding of 85% interest in two companies
incorporated in the PRC, whose principal activities are
designing and producing advertisements, and provision
of advertising agency services.

. 33%* interest in E & & HE 2B R A 7] (formerly known
as EEEAREAZMNRMAERAQRF), which holds a

piece of land in the PRC.

FETIRAFREERARKAN:

# A Alfresco Gold LimitedZ
40% Mm% DR EEHE
REEER HAEMBERF
Bl A 3 2 A R)85% 2 HE 3% o

SR RHERRERESN
B AR

EEEREEERQA (A
WEEEERBZMNE M
[RATE) 33%* 7% X AIE
mEEE R R



Annual Report 2005-2006 £F

124

26.

27.

INVESTMENTS IN SECURITIES (Continued)

Notes: (Continued)

() As at 31 March 2005, the Group had the following investment (a)
securities held for long term strategic purposes: (Continued)

. 30%* interest in Earnbest Holdings Limited which is .
engaged in investment holding of 40% interest in a
company incorporated in the PRC, whose principal
activities are resorts and hotels building and travelling

business.

The Group agreed with the investing companies to give
up voting power of election of directors, management
daily operation and financial decisions in these

26. HERE (4)
Mz (4%)

R-ZBEERAF=A=+—HB ~&H
HETHREEFIERAKMRE A
(%)

¥ A Earnbest Holdings
Limited 2 30%*# = & & 3
BRIEEER B8 —HR
AR B S 2 A Rl 40%HE 7 o
HXZEBAERNRBE

* ARAEEEKE R AW ER
E’é&ﬁ&éz ERE R
IR R OR K Z&K

investments. Any change to the terms of agreement Vé © Tﬁz’: R R 2 E 28 A

need to be consent by both parties. As the Group did
not have significant influence on these investments,
accordingly, these investments were classified as

investment securities.

(b) The amount of the unlisted debt security as at 31 March 2005 (o) R=
represented the convertible bond issued by Nippon Asia
Investment Holdings Limited (“Nippon Asia Bond”, formerly known
as China City Natural Gas Holdings Limited), a company listed in
Hong Kong. Nippon Asia Bond is interest bearing at 1% per
annum and is due for redemption on 1 November 2005. The
Group is entitled at any time before the maturity to convert the
Nippon Asia Bond into shares of Nippon Asia Investment Holdings
Limited at a conversion price of HK$0.025 per share (subject to
the relevant adjustments upon conversion). The Nippon Asia

Bond was fully redeemed in current year.

AVAILABLE-FOR-SALE INVESTMENTS

Available-for-sale investments as at 31 March 2006 analyzed as

non-current assets, comprise:

REFTRE - HAMEE-BAR
AEEHZFRETEE R
TEN BRERETIINR
BHIEE

TERAFE=_A=1+—-HZHkL
mfaﬂ‘% FIEEE LT RR AR
TAEEREFRAR ([BAEKR
BExl AEPERTRREEER
AR BEITZ A HBES - AAGEAR
BEHFERERIEHE R_FTHF
T—R—BIHER -AEEFEE
185 5 B3 T BE i $2 B 1% 0.025/8 7T 2
HiE (TR REHEHE R -
HEAARDRNESFLIBSAARNTAE
EREERRAAZEM - BATFAE
FERAFERNETHED -

27. TAHHEZRE

R-ZBZRF-A=+—H AH#HLE
ZRERRIRBDEEZIN BFE:

2006
HK$'000
—EERE
F# T
Listed investments: EmEE:
— Equity securities listed in Hong Kong (note a) —REB LT 2 RERE (Miza) 19,681
Unlisted securities: FEEMES:
— equity securities (hote b) — B& A& Z (W 32b) 73,500
— debt securities (note ¢) —EBESH (Wiko) 514,364
607,545
Analyzed for reporting purpose as: E2RENMIEL ST
Current assets MEEE 73,500
Non-current assets EREEE 534,045

607,545
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27.

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.

The unlisted equity securities represent investments in unlisted
entities established in the PRC (the “PRC Investments”). They
are measured at cost less impairment at each balance sheet
date because the directors of the Company are of the opinion
that their fair values cannot be measured reliably because the
range of reasonable fair value estimates is so significant. During
the year ended 31 March 2006, certain third parties have made
an offer to acquire the PRC Investments from the Group. After
considering the purchase consideration offered by the third party,
an impairment loss of approximately HK$49,845,000 has been
identified and recognized in the consolidated income statement.
The disposal of the PRC Investments was completed subsequent
to the balance sheet date.

During the year ended 31 March 2006, the Group has subscribed
three convertible notes with an aggregate amount of
HK$650,000,000 from (i) 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, (ii)
See Corporation Limited (previously known as Ruili Holdings
Limited), a zero coupon convertible note with maturity on 9
August 2010 at the redemption amount of 110% of the principal
amount; 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. All these companies are public
limited companies with their shares listed on the Stock Exchange.
The Group had classified all the debt element of the convertible
notes as available-for-sale investments and the conversion option
element of the convertible notes as conversion option embedded
in the convertible notes. The fair value of the convertible notes
are determined by the directors of the Company with reference
to the valuation performed by RHL Appraisal Ltd. (‘RHL”), a firm
of independent valuers.

As at 31 March 2006, the fair value for the debt element and
conversion option element were approximately HK$514,364,000
and HK$231,509,000, respectively. RHL applied net present value
and Black-Scholes model for the valuation of the debt element
and conversion option element respectively. Accordingly, 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. The decrease in fair
value of the debt element is mainly due to increase in prevailing
market interest rate.

27.

AHEHEZRE (4)

M3

(a)

P £ IR E IR R BB 2 P 4t
ZHBmEEFEEERAFEET
Bf o

JELMBRAFEFIERRBNL 2 I
TR EZERE([FEEE]) -#
EREHEERARRANRRENE A
BARREERABREZATFEE
HAEZAFEEGT@HENLSE
AR B -REBE_ZT X
FZRA=+—RHULEFE - ZTFE=H
EHEZ BRAEEWRES HK
BomERE—NRHZWERE
ol (B &5 18 #9 49,845,000 7T E R 47
ARBFREERER HERBEEE
EEREERBTRK

REE-_ZEZF=A=+—HIL
FE AEHERB=ZHALBRE
1% - 48 %8 /2 650,000,0005 7T E (i)
HETEBARRARZA LIBERE
AEEAHBRZR R_T—ZTF)N\
E+BREH BRcEEAEASZ
110% - (i) EEHEEBER A (7]
B WERERAR) 2RI KIBRZE
ABEEAHBEE R-_ZT—ZTFN
ANBEH BEosBAELRAE 2
110%(ii) R F &2 1T (&) BR A A
A RBEE BRABFET7.25%
BEFIN K RZZTZEN\FANA
FEBHEH FMARHAEARETA
A MEZRMDEBIAT EheoARE
EE AR LIRER 2 EBIH
SRAHEEZRE AIHBRER
ZHBEBNDBEAIFIEEBEZRE-
ARBERE A FEBEAAARE
BRE N2 EHKFITHEEBS
BRaal ([kFT]) (B (HER
1) BT e S & M e o

R_EENF=ZA=+—8 &%
MERABERHZAFEED L
514,364,000/ Jt % 231,509,000
B XFMTERARRFER
Black-Scholest& = 2 5l i & 7% 28 17
NI E R E ALt &5
BB 12 #918,175,000 T 2 A F B E
B R H AR RE R #9114,048,00078
T2 AFEBEZLINE D R #ERER
Rz RER - EE D2 AFER
LEZBRANRBITHISFEE M-
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28.

LOAN RECEIVABLES 28. MEWER
2006 2005
HK$’000 HK$000
—EEREF —EEREF
F#H T TET
Fixed-rate loan receivables EUE B E R - 5,533
Floating-rate loan receivables EWE B E R 20,162 106,318
Net assets FEEE 20,162 111,851

Included in the carrying amount of loans receivables as at 31
March 2006 and 31 March 2005 is accumulated impairment loss
of HK$45,581,000 and HK$39,033,000, respectively.

During the year, impairment loss of HK$11,542,000 has been
recognized as the loan receivable’s carrying amount is lower than
the present value of estimated future cash flow discounted at the
loan receivables original effective interest rate of the loan
receivables.

The exposure of the Group’s fixed-rate loan receivables to fair
value interest rate risks and their contractual maturity dates are
as follows:

R-ZFEXF=A=+—BRR-ZZ
AF=A=+—HzRKEFREREE
T EFHREEIED B 545,581,000/ 7T
%%.39,033,000/% 7T

RER - A E11,542,00058 T 2 B E E
BEERR TRERRERERZER
BEEERIZERE RG22 BB F =47
BEBReRFE.

AEBERYTE BEFKFAR ZH @R
REGHBIHMERMT:

2006 2005
HK$°000 HK$'000
—EBERE =
TEL T # T
Fixed-rate loan receivables FEUE BB R
— within one year —F A - 5,533

The ranges of effective interest rates (which are equal to contractual
interest rates) on the Group’s loan receivables are as follows:

AEBERERZERNE (HERE
MM K) BELT:

2006 2005
—EEX —TETRF

Effective interest rate: BRI R
Fixed-rate loan receivables EUE B E XK 5.75% 3.6% to 10%

Floating-rate loan receivables FEUOE BB K

5.25% to 11% 5% to 7.3%
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28.  LOAN RECEIVABLES (Continued) 28. EWER (%)
The Group’s loan receivables that are denominated in currencies AEENERERTEBIEEEUIINE
other than the functional currency of the relevant Group are set BAEZERERSINMOT:
out below:
us$ NTD
$'000 $'000
E A
T F
As at 31 March 2006 R-_ZEERFEF=A=+—H - -
As at 31 March 2005 R-EERF=A=+—H 712 78,000
The fair value of the Group’s loan receivables as at the balance AEERGEEHRERRER 2 A FEEHE
sheet dates approximates to the carrying amount of the FEWRIE 2 BREE M & o
receivables.
29.  DEPOSITS FOR ACQUISITION OF LONG-TERM 29. KBRBREZES
INVESTMENTS
During the year ended 31 March 2005, the Group entered into REBEE_ZTRF=-A=1T—HLHF
conditional agreement (the “Port Agreement”) with an independent B AEEE—BYE=7([EH])F]

third party (the “Vendor Party”) to acquire equity interests in an
unlisted investment established in the PRC for a total consideration
of HK$35,000,000. This unlisted investment is mainly engaged in
port business in the PRC.

As the conditions in the Port Agreement have not yet been fulfiled,
the transaction has not yet been completed.

During the year ended 31 March 2006, the Group paid an
aggregate of approximately HK$155,175,000 as tender deposits
to three independent third parties for acquisition of certain interests
in water supply business, sand mining business, the exploitation
right for river sand business and property development business
in the PRC (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 acquisition of the Potential Investments have
not yet been concluded with the counter parties.

The fair value of the Group’s deposits for acquisition of long-term
investments was approximate to the corresponding carrying
amount.

NEEGHZE ((BOHE]) REEH
W — BN ER 2 3 ETHIRETE B
2 WA % 2B B 35,000,000/ Tt °
ZELMREBEEERAPREMEED
EY

B O W 2 R M REERK ME

REBEE-_TZETXFEF=ZA=1+—HIF
& ARE B M EEAI155,175,000% 7T
FEEZBIE=H EEBRWESD
HOKETS RO B WD REREES R
MEBREFE TR Z2EERS
([ATREZIRETHE |) B AEBEIEL
g —FNE B RAGH I R &=
B, BIFTHOH B REXZSHE-HE
wEBE FTHHE AR RKET
ZITE 2B BIER R AR

AEBERRREZWBREZATEER
HAERmEERS-
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30.

OTHER ASSET

The amount represents cost incurred in connection with a land
development project in the PRC. The project is a land development
of ¥k £% #1 & % [& located at Doumen District, Zhuhai City, the
PRC, and is to be jointly developed with an independent third
party. The Group is entitled to the exclusive development right to
the project and also the right to obtain the land for the development
(the “Other Asset”). The Group is also entitled to sell the Other
Asset to investors for a consideration to be agreed between
themselves.

For the year ended 31 March 2004, the consideration of
HK$150,000,000 for obtaining the exclusive development right
was paid by the Group whilst RMB5,750,000 (equivalent to
approximately HK$5,425,000) was already paid by the Group for
site formation and the Group has disposed of part of the Other
Asset to independent third parties at a consideration of
approximately HK$16,000,000 and a net gain on disposal of
other asset of approximately HK$5,660,000 was recognized in
the consolidated income statement for the year ended 31 March
2004.

As the directors of the Company are of the opinion that the Other
Asset is held for sale, the cost incurred for the Other Asset is
included in current assets accordingly.

During the year ended 31 March 2005, the Group disposed of
part of the Other Asset to an independent third party for
consideration of HK$39,600,000 and a net gain on disposal of
Other Asset of approximately HK$2,515,000 was recognized in
the consolidated income statement for year ended 31 March
2005.

During the year ended 31 March 2006, the Group entered into
several sale and purchase agreements with independent third
parties for the disposal of all the remaining parts of the other
Asset for an aggregate consideration of approximately
HK$118,800,000 and a net gain on disposal of other asset of
approximately HK$10,800,000 was recognized in the consolidated
income statement for the year ended 31 March 2006.

30.

Hib&EE

ZBEARTETEN—ELMRAEIE
BARRAR BN AN e % TH B RN BIRE
T S B 8 S 2 2 A9 — fEl S B —
BYFE = HRARENLHBERIEAR-
AEEHALBEANEBHBENL A
RESZIWARRAE (THMEE]) -
AEBEARSEMEERET HHEN
CREHERREE-

HE-_ZZNF=ZA=+—HILFE"
A& B X {8 150,000,000/ T SAEE
EERRERN EFAEEEZNAR
#5,750,0007T (485 1 #5,425,0007%
) EAEEMEZAMAERE B

EXNEMEETFBLE =1 EEH
16,000,000/ 7t * il i & E & & §))F
I %5 #495,660,0008 0  EREEZE T =
NE=ZA=+—HILIFENGAERKER
R o

HRARREERREMEEFEL
ERE ALEMBEESRORAEE
RERBEEN-

ﬁ@§f77£¢ A=+—HIt&E
N AEBHESNDEMEET — B
E=FH" fﬂﬁﬁw 600,000 T HEH

& 815 2 7 W 492,515,000 7T
ERHBE_ZTETERFE=-A=1+—HIF
B2 WERAMER-

REBE-_TEEXF=ZA=+—HILHF
B AREE R FRIVETEE
E NAEBLHEEMEEZHMER
%
i

N

1Y =

h A%

=5 AR EH A118,800, OOO/’%EWﬁ
EHMEEHB Z2FREY
10,80

A=

7

O/OOO/%TEEEA@Zif%@’FS/\ii
T—BRUEFEZFRENERARE

o
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For the year ended 31 March 2006 # 2 = R R -x$ = A =+ — B b5 &
31. INVENTORIES 3. FE
2006 2005
HK$’000 HK$'000
—BBAE t 2 ik
F# T T H T
Raw materials AR 3,125 6,781
Work in progress E& 1,801 1,962
Finished goods B o 3,627 578,335
8,553 587,078
Classified as held for sale (Note 16) ERFAHEEHE (Wxle) 616,142 =
624,695 587,078
As at 31 March 2005, included above are finished goods of L GFERRER _EERAF=A=1+—
HK$97,486,000 which are carried at net realizable value. Bz %5 597,486,000 0 B 1Z H 7]
B FE R
As at 31 March 2006, included above are raw materials of R-ZEBEENF=A=+—"H 8HF tX
HK$176,000 and work in progress of HK$1,000 which are carried ER [ 4 #1176,0007% 7T & 7 & 1,0005%8
at net realizable value. JC Jh AR B3R R E S BR o
32. TRADE AND OTHER RECEIVABLES 32. ESRHMEWRE

2006 2005

HK$’000 HK$'000

—EEXRE —ETHEF

FEL T #H# T

Trade receivables FEUWE 5 FIE 729,983 653,637
Less: accumulated allowances W BETRE (73,313) (61,854)
656,670 591,783

Other receivables H W RIE 49,006 170,121
Reclassified as held for sale AR IEL & (645,946) =
59,730 761,904
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32.

BEH

TRADE AND OTHER RECEIVABLES (Continued)

The Group allows an average credit period of one to two months
to its trade customers. The following is an aged analysis of trade
receivable net of impairment losses at the respective balance
sheet date:

32. BEREMEWRKE (4)

AEEREES TP R’ —EME
AREZEER-REEER BKRES
REBBREBEZREINIT:

2006 2005

HK$’000 HK$000

—EERE —EERF

FHT TEL

Not yet due R EIER 573,862 548,407
Overdue within one month B E DR — & A 66,333 25,996
Overdue between one and two months BE—Z= W E A 2,266 4,561
Overdue more than two months 760 HA A 38 W & A 14,209 12,819
656,670 591,783

The fair value of the Group’s trade receivables at respective balance
sheet date was approximate to the corresponding carrying
amount.

INVESTMENTS HELD FOR TRADING/CONVERSION
OPTION EMBEDDED IN CONVERTIBLE NOTES

Investments held for trading as at 31 March 2006 include:

AEENELEH A ENE SHEL AT
{E {1 5240 P B T (45 -

33. RHFEERE TWAREBZAEFR
B

R-ZBERF=ZA=+—H HEER

ZIEBEBRE:
2006
HK$’000
—2TREF
F#H T

Listed securities: EmES:

— Equity securities listed in Hong Kong —REB M2 BRAFES 397,989
— Equity securities listed elsewhere —REMIT EhzRAES 24,008

421,997
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34.

B

INVESTMENTS HELD FOR TRADING/CONVERSION
OPTION EMBEDDED IN CONVERTIBLE NOTES (Continued)

The fair values of investments held for trading are determined
based on the quoted market bid price available on the relevant
exchanges.

33.

BHEEEZRE (4)

ZEREZAFEEDNREEEESFR
SIRHZABm S HFEER -

2006
HK$’000
—EEARE
F &L
Unlisted conversion options embedded JELETA HIRERE 2 N7 R i
in convertible notes 231,509

Conversion options embedded in convertible notes represented
the conversion option element of the three convertible notes
subscribed by the Group for the year ended 31 March 2006. The
fair values of the unlisted convertible notes are determined by the
directors of the Company with reference to the valuation performed
by RHL (see Note 27).

MARGIN LOAN RECEIVABLES/PAYABLES AND BILLS
PAYABLES

The fair values of the Group’s margin loan receivables, margin
loan payables and bills payable at respective balance sheet date
approximate to the corresponding carrying amounts.

Margin loan receivables and payables are generated from brokers’
business, aged less than one month and bears interest ranging
from prime rate plus 3.5% per annum to prime rate plus 5% per
annum (2005: prime rate plus 3.5% per annum to prime rate plus
5% per annum).

PLEDGED BANK DEPOSIT

The amount represents deposit pledged to bank to secure short-
term banking facilities granted to the Group and are therefore
classified as current assets.

The deposit carries variable interest ranges from 3.5% to 4.6%.
The pledged bank deposit will be released upon the settlement
of relevant bank borrowings. The fair values of bank deposit at
respective balance sheet dates approximate to the corresponding
carrying amounts.

34.

35.

ZeREAEEREE_ZZF=A
=T —HUEFEMREBZ=HALKRE
BHRAGFHBRECHBH - FE LT L
EBRZ AT EEDNARRESLRE L
HEMITXAITET ZHEETE (M
27) °

ERFRER EARERENREE

AEBERKITRER BNARERR
BNEREZAFEEEBRERKREENR
=,

ERAFREFEREMFTFEERIALE
E¥BELS BROVN—M@AmMMEZF
ENTHEBEFNENIESE MN5.0%2
M(ZZEZR FEAREBEREM
3.5%Z N5.0% 2 /) e

EEFRTER

ZeBECEMTRITZER UER
BT AKBZEBRTEEZER H
DERRBEE-

FZEGRENFILSEZE46ETEZF
R B -CDHERARTHEREREERH
RITEERTUABR-REEER 2R
TEFRZAVFEERARERERS-
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TRADE AND OTHER PAYABLES 36. EBSRHEMENRE
Included within trade and other payables is a trade creditor balance RIEERNER_ZETRF=-A=1+—
of HK$71,535,000 and HK$564,154,000 at 31 March 2006 and BzE5 &ﬁtﬁﬂﬁfﬁ XRIBBRIEE ZEY

2005, respectively. & g 5 Bl B 71,535,000 Tt &
564,154,000 JT ©

During the year, trade creditor balance of HK$405,439,000 was E/\Zliﬁfr 405,439,000/ T 2 B 5 B

37.

reclassified as liabilities directly associated with assets held for

RHBORENBERTHHEEEEZE

sale. Ti HEAaE-

The following is an aged analysis of trade creditors at respective REEEB BB SHRBZRER DT
balance sheet date: AR

2006 2005
HK$’000 HK$000
—EERF —ETREF
T # T T # T
Not yet due 2 85 380,210 417,919
Overdue within one month wWELR—1E A 75,260 74,518
Overdue between one and two months BAH—Z=/MEA 11,467 27,951
Overdue more than two months 80 HA B B AR E A 10,037 43,766
476,974 564,154

The fair value of the Group’s trade and other payables at respective
balance sheet date approximates to the corresponding carrying

ARBNEEEBE S REMENKIA
ZAVFEEEREREERS

amount.
BORROWINGS 37. fEX
2006 2005
HK$’000 HK$000
—EERE —ETRF
T &L TEL
Borrowings comprise: BREE
Bank loans IRITER 125,275 82,010
Other loans HMER 562,047 161,341
687,322 243,351
Analyzed as: DT
Secured B 314,373 38,531
Unsecured Ei 372,949 204,820
687,322 243,351
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37.

BORROWINGS (Continued) 37.

The above amounts bear interest at prevailing market
rates and are repayable as follows:

ERKBRRRITH SN EFENE
BEARNATFHRESRE:

2006 2005
HK$’000 HK$’000
ZEEAREF —TTARF
T # T T &L
Within one year or on demand —F AR E KK 591,629 85,881
Between one and two years —ZEMFA 5,073 149,751
Between two and five years MERFNA 23,732 1,407
Over five years iR F 66,888 6,312
687,322 243,351

Amounts due within one year and ARBEEET

shown under current liabilities R—F AR 258 (591,629) (85,881)

Amounts due after one year — 1R B 2 Fk08 95,693 157,470

The exposure of the Group’s fixed-rate borrowings and the

AEBREXZER

SRR R A #E

contractual maturity dates are as follows: HEWT:
2006 2005
HK$’000 HK$'000
—EERE “TTRF
T # T T#H T
Fixed-rate borrowings due —F AR 2 E BB
within one year 200,000 =

The ranges of effective interest rates (which are equal to contractual
interest rates) on the Group’s borrowings are as follows:

AEBBERZERENE (HEREHOF

R)BEMT:

2006 2005
—EBEX —ETRHEF

Effective interest rate: BERAM =
Fixed-rate borrowings E BB 18% N/A 7~ A
Variable-rate borrowings #EER 5.03% to 10% 2.3% 10 7.3%
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37.

38.

BORROWINGS (Continued) 37. B (4)
The Group’s borrowings that are denominated in currencies other REBNBBASEERBINGEEBEUINE
than the functional currencies of the relevant group entities are BB ZERISIWT:
set out below:
us$ NTD
$°000 $000
ES wan
T+ T 3P 7t
As at 31 March 2006 RZEZREF=A="+ - 32,540
As at 31 March 2005 RZEZTRF=A="+ 258 34,148

Bank overdrafts are repayable on demand. The bank loans carry
interest at prevailing market rate ranging from 5.25% to 8.0%
and are secured by the Group’s bank deposits and investment in
securities.

The fair value of the Group’s borrowings at respective balance
sheet date approximates to the corresponding carrying amount.

OBLIGATIONS UNDER FINANCE LEASES

The Group has leased certain of its fixtures and equipment under
finance leases. The average lease term is two years. The average
effective borrowing rate was 6.92% for the years ended at 31
March 2005. Interest rates are fixed at the contract date. All
leases are on a fixed repayment basis and no arrangements have
been entered into for contingent rental payments.

The Group’s obligations under finance leases are secured by the
lessors’ charge over the leased assets.

Financial lease obligations that are denominated in currencies
other than the functional currencies of the relevant group entities
are set out below:

38.

RITBEXDREBREEE-RITERD
FMESEROTHMNE N F6.25%%
8.0% 2 fA] > WA ER B Z SRITF R K&
FIREFEM-

REBEEER AKREERZAFEE
HREEEERS-

BEMEAEE

AEEEREREANHEHERESTERE
L& PHERARE-BE_TTH
FZRA=+—RILFE FTHEREE
MR 5l 726.92% ° FRTIRE K B H
HEE-FAEMENOBARAETEERBEN
Ko I L S AT E AR (T 2 ke

AEBZBMEBRQEELDALBEAZE
HEEFE/ER-

ARENFEAEEEEHEEREIUAINE
BHEZBREROAEHIIDT

us$
$°000
Ep
T
As at 31 March 2005 R-EZERF=A=1+—H 59

The fair value of the above Group’s finance lease obligations
approximates to their carrying amount.

AEE AR ERNEEZ A FEESR
HEEmEMRSE-
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39.  AMOUNT DUE TO A MINORITY SHAREHOLDER 39. EN—ELERRMKIE
The amount was unsecured, interest free and repaid during the ZHEAREEMR REITRBEZZE
year ended 31 March 2006. It was derecognized upon disposal NEZA=+T—BHLEFEREE %S
of the subsidiary (Note 43). HeEEHENBARBTFRER (K

43) o

40. DEFERRED TAX 40. EELEHIE
The followings are the major deferred tax liabilities (assets) RAFEZECRRAIBELHREARG
recognized and movements thereon during the year: (BE) REZ80 T

Revaluation  Accelerated
of investment tax Tax
property  depreciation losses Others* Total
RE MEHE
EEEM wE BEEBE H ftg> B
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHELT FHELT THEL THEL TR

At 1 April 2004 R—ZEZEWEMA—H = 744 (20,468) (15,620) (35,344)
Currency realignment SN = (85) (17) (19) (121)
Charge (credit) to the consolidated ~ F AR 4R A Wk K+
income statement for the year B (Gt A) (Fr2£15)
(Note 15) - 833 19,994 (3,666) 17,161
Realized on disposal of HE—FB
a subsidiary RNAREE = (459) 459 = =
At 31 March 2005 R_EERF=A=1+—H = 1,033 32) (19,305) (18,304)
Currency realignment SN = 21 = @) (20)
Charge (credit) to the consolidated FRARGEKZRF
income statement for the year e (GTA) (#3215
(Note 15) - 789 - (21,708) (20,919)
Arising on acquisition of subsidiaries 4% B B B A BB E A 6,298 = (300) = 5,998
Reclassified as held for sale ENMDBABELE - (1,697) - 41,267 39,570
At 31 March 2006 RZZEZEEF=A=1+—H 6,298 146 (332) 213 6,325
* The amount is mainly attributable to the movements of temporary * BEERBERTEHANER—M
differences arising from the carrying amounts and tax bases of MEBARCEEBBRZEEIEE
major balance sheet items such as receivables, inventories and (nEKHIE FERESER) <&

accruals of a subsidiary in the USA. HEEFESHR=8 2 &
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40.

DEFERRED TAX (Continued) 40.

For the purposes of balance sheet presentation, certain deferred
tax assets and liabilities have been offset. The following is the
analysis of the deferred tax balances for financial reporting
pUrposes:

EFER IR (47)

HREEABRZEZIME ETEER
HEERABE THH - UTRIEFH
HRAE 2 BREFRBERDIT:

2006 2005
HK$ '000 HK$'000
F T %A
Deferred tax assets REFRIEEE - (18,418)
Deferred tax liabilities REFHIBEEE 6,325 114
6,325 (18,304)

The Group has unused tax losses of HK$374,839,000 and
HK$387,410,000 at 31 March 2006 and 2005 respectively
available for offset against future profits. A deferred tax asset has
been recognized in respect of HK$1,897,000 and HK$185,000
at 31 March 2006 and 2005 respectively of such losses. No
deferred tax has been recognized in respect of the remaining
HK$372,942,000 and HK$387,225,000 at 31 March 2006 and
2005 respectively due to the unpredictability of future profit
streams. The losses can be carried forward indefinitely.

RZBERNFR_ZEERAF=ZA=1+—

B ANEER AREHE RO 2 KE
ﬁﬁﬁélﬁéﬂé \E\Jﬁ%sm 839 0007 7T &
387,410,000 L - MZZEERFR =T
TEF=ZA=Z1+—H %EBEF 5
1,897,000/ 7t & 185,000/ St E HER A
RIEHBEEE-NR_SENFRZEZE
AFZA=1+—8B BRKEFBRERRE
wm A RIR MR B 5K ftE I8
372,942,000/ 7t & 387,225,000/ 7T 5
FIERELEH A - ZEBE N ERBLA
8o
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41.  SHARE CAPITAL 41. RAR
Number
of shares Value
HK$'000
D& B (ERE
TEL
Authorized: SEEMRA:
At 31 March 2005 and 31 March 2006 RZZEERF=A=+—HBEK
(Ordinary shares of HK$0.01 each) —EERF=A=1+—H
(BREEOE L EAmR) 20,000,000,000 200,000
Issued and fully paid: BEEITRERRAE:
At 1 April 2004 (Ordinary shares of RNZ—ZZPFEMA—H
HK$0.01 each) (BREBEOIAIT 2 LA 186,553,202 1,866
Issue upon scrip dividend (note a) AR B 21T (W ska) 75,210 -
Issue of new shares (note b) BT (W 32b) 37,000,000 370
At 31 March 2005 (Ordinary shares of R-_EERF=A=1+—H
HK$0.01 each) (FEECOIATTZ LA 223,628,412 2,236
Issue upon scrip dividend (note ¢) VARR A B 31T (Mszc) 3,624,990 36
Exercise of share options (note d) TR AR (W 3xd) 10,000,000 100
At 31 March 2006 (Ordinary shares of RZZEZEF=A=1+—8H
HK$0.01 each) (BlREBECOIAIT 2 EAR) 237,253,402 2,372

Notes:

@

On 21 October 2004, 75,210 shares in the Company of HK$0.01
each were issued as scrip dividend at HK$2.745 per share. The
shares issued during the year rank pari passu with the existing
shares in all respects.

On 23 November 2004, arrangements were made for a private
placement to independent private investors of 37,000,000 shares
of HK$0.01 each in the Company held by ITC Corporation
Limited, a substantial shareholder of the Company, in cash at a
price of HK$3.22 per share representing a discount of
approximately 8% to the closing price of HK$3.50 per share as
quoted on the Stock Exchange on 22 November 2004.

Pursuant to a subscription agreement of the same date, ITC
Corporation Limited subscribed for 37,000,000 new shares of
HK$0.01 each in the Company at a price of HK$3.22 per share.
The proceeds were used to provide additional working capital
for the Company. These new shares were issued under the
general mandate granted to the directors at the annual general
meeting of the Company held on 31 August 2004 and ranked
pari passu with other shares in issue in all respects.

M 3%

(a)

R-ZEEBENE+A-+—H AA7F
FERUARKRBILGR2. 7458 T 2B
181775210 F R EE0.018 7T
2D -RERNBEITZRMHEREGZ
BORSEFTEZEARE -

R-ZEENF+—A=+=0 %7]
FAREZHE MBILLAREETL
ARREREHFECEEEFSR AR (K
RAIETERE)FEFEZAEAARQ A
37,000,000 & it EE0.01%& ;T 2
R AEBUR S Bl & B A EBRRS.22
BT BRMR -_ZZENFE+—F =
T HEBRF® KT E SR
3.50 8 TLHTE£I8% °

RIER B BRI 2 RE R EEd
¥XEEAHR DB AFR3.22B T2
E1% MR 7 R 37,000,0008% &
MEEO.0O1 T 2 # k1D  FTIS A
EEERARRIZEINEELE S %E
RO EBEARRNR —_SEME
NAZ+—HEBFZREBFRE
FRTFES BEERT IES
FHEEEMERTROEERSE

5o
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41.

42.

SHARE CAPITAL (Continued)

(©) On 21 October 2005, 2,515,285 shares in the Company of
HK$0.01 each were issued as scrip dividend at HK$3.367 per
share.

On 3 March 2006, 1,109,705 shares in the Company of HK$0.01
each were issued as scrip dividend at HK$3.735 per share.

(d) During the year ended 31 March 2006, 10,000,000 shares in the
Company of HK$0.01 were issued upon exercise of 10,000,000
share options at subscription price of HK$3.415 per share, the
shares issued during the year rank pari passu with the existing
shares in all respects.

ACQUISITION OF SUBSIDIARIES

On 8 March 2005, the Group acquired 100% of the issued capital
of Createsuccess for a consideration of approximately
HK$3,351,000.

On 28 March 2006, the Group acquired 100% of the issued
share capital of Rapid Growth for a consideration of approximately
HK$39,048,000.

The acquisitions have been accounted for by the acquisition
method of accounting. The amount of goodwill arising as a result
of the acquisitions was HK$6,621,000.

41.

42.

B

()

RZFFRFTAZ-+—H ARA
#E R AR B IR ER3.367E T 2B
183 172,515,285% B X E {H0.017%8
L2 B

RZEZRNF=A=+—H K27
R AR BIRERS.735E T 2 B
& 3£171,109,7054% 5 A% E {E0.0178
L2 B

BE_TEFZA=+—HILHF
B ARARIAEKRI.415E T2 RE
{& 77 {¥10,000,000% i % 4 1% 2 1T
10,000,0000% & B E {E0.01% T 2
RGO ZEFNEBRTZRHOENE
FTHYEAERNEZAR E#EE-

W EE B 2 F)

RZEBEEZERF=ANB AEBKE
Createsuccess® 2 B 21T A (R B 4
3,351,000 Jt °

n=

TEERF=ZA-_TNR -AEEK

fE Rapid GrowthZ2 2B 1T IR A& (B
#939,048,0005% T °

ZWEEEERAWESHEAR Z
WEEEMEA Z2EESEA
6,621,000 It °
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The goodwill arising on the acquisition of Createsuccess and
Rapid Growth is attributable to the anticipated profitability.

The subsidiaries acquired during the year did not contribute
significantly to the turnover and the result of the Group. The cash
flow contributed or utilized by the subsidiaries acquired during

the year was not significant.

42.  ACQUISITION OF SUBSIDIARIES (Continued) 42. WEKEB QA (%)
Carrying amount
and Fair value
REERAFE
2006
HK$’000
—EEARE
T # T
NET ASSETS ACQUIRED WHEEE 2 FHE
Investment properties A 133,000
Trade and other payables B 5 Kk E A FIE (711)
Trade and other receivables B 5 N H b e U SR IE 3,436
Bank balances and cash WITHEGFERRE 10
Bank borrowings RITIERK (93,000)
Tax payables FETHLIE (399)
Deferred tax liabilities RERIEEE (5,998)
36,338
Minority interests DERRE S (560)
35,778
Goodwill EES 6,621
Total consideration BRA(E 42,399
SATISFIED BY: AR
Cash He 42,399
Net cash outflow arising on acquisition: WHEEBREE RS R FE:
Cash consideration paid ENBREENRE (42,399)
Cash and cash equivalents acquired WEzHE RIREEEER 10
(42,389)

7R B E 4 B Y BE Createsuccess
Rapid Growth Limited * SR AREA &
ERIEBHANZEF G -

RERWBzMBRARLEAAEEE
XEMFEEEREXNER -CRENEB
ARARFEAMBERXBANRSREY

TEAAE -
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43.

DISPOSAL OF SUBSIDIARIES 43. HEKRE QA
2006 2005
HK$°000 HK$'000
:$$A¢ —ZETRF
Property, plant and equipment LERY Y 64 1,483
Interest in an associate —EEE AR 2w - 5,244
Trade and other receivables Z 5 N H b fE W F R 1,289 53
Amounts due from group companies Jf W& B Qa2 KB 1 26,758
Bank balances and cash fE THEEFERRE 181 92
Trade and other payables B 5 & E b FE 5B (3,672) (1,832)
Amounts due to group companies f INE1-IPNGT Zm)\ (14) (27,187)
Amount due to an associate FEAT B & A R 2 5KIB - (146)
Tax payable FERT IR (359) =
Amount due to a minority shareholder ER—2LERERZHIE (2,514) =
(5,024) 4,465
Minority interests DR ER 280 =
Net assets disposed of E HEFEE (4,744) 4,465
Currency translation reserve realized B3R if S A 569 7,842
Other reserves realized ,ﬁ\ﬂﬂE AR S - (7,810)
Attributable capital reserve i N - (556)
(4,175) 3,941
Gain on disposal of subsidiaries HENBARZ W 7,175 3,504
3,000 7,445
SATISFIED BY: AR
Cash Re 3,000 7,445
Net cash inflow arising from LENBARELZ
disposal of subsidiaries: [emA SR
Cash consideration BHeRE 3,000 7,445
Bank balances and cash disposed of HEZRITEFE RIS (181) (92)
2,819 7,353

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.

FRAMHEZHMBAREASE 2L
BREELEBIELERNER -FAMH
EZHBARMEMZBAZRSRE

Y FEK-
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44.

MAJOR NON-CASH TRANSACTIONS

During the year ended 31 March 2005, the major non-cash
transactions were as follows:

@)

The Group restructured certain of its other payables of
HK$15,000,000 satisfied by the same amount of other
receivables under a deed of assignment entered into
between the Group and the relevant parties.

The repayment of a short-term loan receivable of
HK$2,057,000 was satisfied by the same amount of
investment in securities.

The Group had disposed of an investment in securities for
a consideration of HK$6,000,000 which was satisfied by
cash of HK$1,500,000 and by setting off through an
amount due from an associate of the Group for the
remaining balance of HK$4,500,000.

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

@)

The acquisition of investment 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.

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 due to the change of the terms of the
outstanding amounts.

44.

TEFRERS

REBE_ZTAF=_A=1t—HLHF
B -AEEETZIEFREIZWT:

(a) WBEAEEEEEALIZZHE
BN AEBEHAESETEM
JE 1~ 3% 78 15,000,00058 7T * 3% 5
FRIALAME R € 88 2 H e W FRIB
X e

(b) (EEEWEHE2,057,000%
TTZRBETIAFBLEFRE Z RS
Y o

(c) A&EEBIAK{EB,000,000% T it
EBHERE FRANRENUNES
1,500,000/ 7T 3 -+ I DA JlE Y R
EE-MBE AR ZREEEE
#:4,500,0007 JT f4 7

REBEZ_ZETENF=ZA=1+—HItF
EAEBETCEEHRERZNAT:

(a) WEERIEE B & 31,360,000/
TE 5 B LA FE UG 2 HR & 7Rk K H fth
W % 18 25,590,000/8 7t &
5,770,000 JT 3 fit

(b) HREXRKEEZESTEMIER W
H fth JfE U F T8 121,563,000 7T
BE#EKAERKSEHEX
118,800,0007% 7T & 2k B — &
N A E WS HiE 32,763,000
T e
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45.  CONTINGENT LIABILITIES 45. HARBME
The Group is involved in two patent infringement lawsuits in the NE BN EB &M IERILE T R
USA. The damages claim arising from the lawsuits range from NREZETEN i FZZFETRE=
approximately US$285,000 (equivalent to HK$2,213,000) to A=+—BLFE HFiAmELEZRE
US$855,000 (equivalent to HK$6,639,000) for the years ended B2BEENTH 285,000% 7T (HEER
31 March 2006 and 2005. As the outcome of the lawsuits is not 2,213,000/ 7)) £855,000% 7t (A
certain, the Group has made a provision of US$302,000 (equivalent 16,639,000/%5 7_5) R E’A ,%%EE B -
to HK$ 2,345,000) and US$302,000 (equivalent to HK$2,345,000) REEERZZEZFR-ZZTTREF=
for these cases at 31 March 2006 and 2005 respectively to cover BR=+—HoRZEFA qu RS
the possible damages as estimated by the Directors of the 302,000% 7t (8 % 522,345,000/ 7T )
Company. % 302,000% 7t (48 % 7 2,345,000
L) NERNES Mt 2 e ERE
The Group has no other contingent liabilities as at 31 March REBRZZEEF-A=+T—HIE
2006. EREMKABE:
The following contingent liabilities arise from interests in associates: NTSHABENREBE R A 2
2006 2005
HK$’000 HK$'000
—EERE —ETRF
FEL T # T
Share of contingent liabilities of /NS i i)
associates arising from: NEERE:
Guarantees given to banks in respect T3S FBART
of bank facilities utilized by: EEMm#&G TRITER:
investees i &% 2,348 4,551
third parties F=H 175 175
Other guarantees issued to: BHEMERT
investees i B % 9,037 9,037
11,560 13,763

The above amounts represented share of contingent liabilities
from interests in associates which was based on the published
information of those associates as at 31 December 2005 and
2004.

J:‘ RRIBEBENRRERIEZHAR
El EZ&%E\EJHE%E%%E&%%QTE
R-BZRFR_ IZEI¢+ A=+
—EI/&VFEZQMH
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46.

OPERATING LEASE COMMITMENTS 46. EEHENEE
The Group as lessee REBEREMEA
2006 2005
HK$’000 HK$’000
—EBERE —ZTThF
T # T T # T
Minimum lease payments paid under FRRBEERD
operating leases during the year: X2 &EHE
Land and buildings T REF 28,943 30,585
Property, plant and equipment ERY TS 20,275 23,267
49,218 53,852

REZEHE B AEEHERE A HH

At the respective balance sheet dates, the Group had =)
commitments for future minimum lease payments under non- LEBHN 2 AH ZERRKEHES
cancellable operating leases which fall due as follows: ZEIERR AT
As at As at
31 March 2006 31 March 2005
R=-TBERE R-BERF
=A=+-—8H =BA=+—H
Property, Property,
Land and plant and Land and plant and
buildings equipment buildings equipment
HK$°000 HK$°000 HK$'000 HK$'000
TR LERY 1 TR Y3 He R
BF RE&H BF R&H
T # T T #& AT T #H T T # T
Within one year —FR 7,549 556 23,008 23,121
In the second to fith year S _EFHF
inclusive (HEMEF
BREEA) 24,235 1,599 75,368 19,521
Over five years FFEE 30,294 - 46,519 =
62,078 2,155 144,895 42,642

Leases are negotiated for a range of one to ten years and rentals
are fixed over the terms of the leases.

MRz ANERE—FETETE @
HeEBOBAET
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OPERATING LEASE COMMITMENTS (Continued) 46. EBEHENEFE (4)
The Group as lessor REBERHEA
2006 2005
HK$’000 HK$’000
—EEXRE —TTREF
T H# T T # T
Rental income earned under operating FARIBEERD
leases during the year: Bz B U
Property T i RAEF 6,456 7,426
Plant and equipment LERY Y] 20,248 20,246
26,704 27,672
At the respective balance sheet dates, the Group had contracted REHEEB AEECEBBEPETZUT
with tenants for the following future minimum lease income which REFEHENR ZERARKEES
full due as follows: NRZBEBHAMET:
As at As at
31 March 2006 31 March 2005
R=ZBEBREF RZEZRF
=VHI=EREIE =A=+—H
Plant and Plant and
Property equipment Property equipment
HK$’000 HK$’000 HK$000 HK$000
TR ) ERY = TR e
BF kEE BF R&E
T # T T H# T T # T T # T
Within one year —F A 4,308 - - 26,738
In the second to fithyear HE_ZEFHF
inclusive (BERMF
BEEA) 19,392 - - 39,594
Over five years HEFE 15,066 - = 14,426
38,766 - - 80,758
The Group has committed tenants with lease term for a range of RAREMMBEL A BB -—ENF

one to eight years. T
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47.

SHARE OPTION SCHEMES

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.

47.

BB S E

ARARRZEZE—FNAZ+—HEMN
HERETE (2 —FERE
2] BEEEBAEEZEE-RIEZ
TE—FHERESE AAaEFeN
MARNRGERER BIEESE (BT
BIEBMIERNITES) KA QR ERMK
BRAREESRHUBERE URBEARQR
g

REARAR_ZZT=F=-A+tAHE
TZBRREAE BB ZRER K
AAERIE-FTT-FREREF LR
M—BETERESS ([T =FF
MRAEET &) ABRIBE T T =F B
g ARREFEARNAKEESRE
B UAREZEAREEIHENER
UAREEFHEM A BEMKS
AEER D A EEE R
ANEBEP XBERH AZELEERE
HBEARRGHERRDBERE =
TR -FRRETEEERSEERMH
BAREESEERE RS YEB2
HEFNAREERERR 2 BB
REE BARNEBERERND ZEE-

RE_FT=_FEREAERARRE
M E B RS FITE2EE AT
2 AT AT AR B 1T 2 A 17 48
g AT BHBBARATEDETRNG
Z30% - EZEHEZHBR T RIE-FT
ZFEBRE AR 2 BREMTS R
Z By #.850 AN AR IRAE AT Ho A 5t 8l
Bz B R Z EMA DB
B IAEEANBERREN _TT=F
BREAEZBARACHETRND
10%-°

RiE_TT=_FHBREFE FRERN
AARREFRLE REA—FAATR
TEMEAZBRENGBEERARAFD
BT 2 1% ° [A1 = ERRRFIBIZIEH
TEERE 2 BRENBBARFRA
20.1% -+ sk EE{E 5,000,000/ 7T
AESARARRZERME
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47.  SHARE OPTION SCHEMES (Continued) 47. BR#ETE (5D
The number of shares in respect of which options had been BIE—ET =GR T —FHERE
granted and remained outstanding under the 2003 and 2001 EEREREKRITECBRERM R 2
Share Option Schemes was 9,000,000 and 21,800,000 1% 5 8B 49,000, OOOHX )3221 800,000
representing 3.79% and 9.75% of the shares of the Company in B AREAATR -BEAE & z
issue at 31 March 2006 and 2005, respectively. 2 AE=A=+—H Z B & 1T T
3.79% 529.75% °
Options granted must be taken up within 28 days from the date
of grant, upon payment of HK$1 per grant. Options may be EAATEAREDBHRE28HK
exercised at any time from the date on which the option is BHBEREIS T REBENEBRRE.
accepted to the tenth anniversary of the date of grant. The exercise BEARiER B A E HRE 2R H A ER
price is determined by the directors of the Company, and will not T EAERITEITEERARAE
be less than the higher of the closing price of the Company FET HEIASERTI=ZFR2HS
shares on the date of grant or the average closing price of the FARRRGAK L BB 2 Wi Bk
shares for the five business days immediately preceding the date MHREZEFRHBAPAEEERA 2T
of grant or the nominal value of the share of the Company. WiE: sk ARa P EE-
The following tables disclose details of the Company’s share TEEEFRNALRES (BEES)
options held by employees (including directors) of the Company REZARREREREZHFE
and movements in such holdings during the year:
2003 Share Option Scheme 2T - FERERE
During the year ended 31 March 2005, the movements of the HE_ZTTAF=-A=+—RHLFE"
share options are as follows: B SR T:
Number of
share options
Exercise price outstanding at
Date of grant Exercisable period per share 31.3.2005
HK$
R-ZBEERF
=A=+—H
e RATHE 2
= B HE 1T{EHA BRITFEE BRESE
-
Directors
=
23.2.2004 23.2.2004 to 22.2.2006
—ZETMFE_A=-+=H —ETMF_A_+=HZ%F
—EERFAZ+H 3.415 6,400,000
Employees
&8
23.2.2004 23.2.2004 to 22.2.2006
—ZETMFE_A=-+=H —ETMFEF_A_+=HZ%
—EERF-_A-+=H 3.415 6,400,000
12,800,000

No options were granted to or exercised by the directors or
employees of the Group, during the year ended 31 March 2005.

BE_TTAF=-A=T—HLEE
BERASEESNEERLERESL
AEEESHNEENMETERRE
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47.

SHARE OPTION SCHEMES (Continued)
2003 Share Option Scheme (Continued)

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

47. BRESTE (%)
—ET=FEREE (%)

HE-FTAF=A=+-RALTE
W2 EBREMT

Number of share options

BREHR
Outstanding Exercised Transfer Lapsed  Outstanding
at during during during at
Date of grant  Exercisable period Exercise period 1.4.2005 the year the year the year 31.3.2006
HK$ (Note)
R-ZTRE R-ZBERE
mA—H =ZA=+-H
Rt A8 TEH TEE WATE  FATE  FRER FREH & RATRE
B (Mzz)
Directors
S
23.2.2004 23.2.2004 t0 22.2.2006
“ZEME —EEWNF-_A-+=HZ
“AZt=R ZEER F-_A-+_H 3.415 6,400,000 (4,800,000)  (1,600,000) = =
Employees
E&
23.2.2004 23.2.2004 t0 22.2.2006
“ZTME _EEMF_A_t=RZE
“AZ+t=R ZEER F-_A-+-H 3.415 6,400,000 (5,200,000) 1,600,000 (2,800,000) =
12,800,000  (10,000,000) = (2,800,000) =
Note: T 22

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

2001 Share Option Scheme

During the year ended 31 March 2005, the movements of the
share options are as follows:

—HREFER _TERFNAA—RAERME W
%Z%$Iﬁfﬁéé ZEBEECHREBERE(E
8145

— T -FRERES

BE_ZZRF=A=+—HILFE"
BREZESFBEOT:

Number of
share options

Exercise price outstanding at

Date of grant Exercisable period per share 31.3.2005
HK$
R-ZEZTRF
=ZA=+—*H
& RATE 2
REHBH TR BRITEE BREHE
H T
Directors
Bx
31.8.2001 31.8.2001 to 30.8.2006
—EE-FNHA=+—H —EE—FNA=FT—HZE
—ETRFNAA=TH 2.9888 9,000,000

No options were granted to or exercised by the directors or
employees during the year ended 31 March 2005.

HE_TTRF=A=+—RHILFEMR
BEENEBEERLITEBRE-
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47.

SHARE OPTION SCHEMES (Continued)
2001 Share Option Scheme (Continued)

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

47. BBIREESTE (4%)
—TT - FHBRAETE (5)

BE_TTAF=A=+—AILEE
AR BB EDT

Number of share options

BREHE
Outstanding Outstanding
at at
Date of grant Exercisable period Exercise period 1.4.2005 Transfer 31.3.2006
HK$ (Note)
R-BERF R-ZEBREF
MmA—H =A=+—8H
pegull=p 1TEHA TEE 2 ARAT R e AR AT 5
T (M 32)
Directors
BF
31.8.2001 31.8.2001 to 30.8.2006
—EE—F —EE-FNA=1+—HZE
NA=+—H —EERFENA=TH 2.9888 9,000,000 (1,750,000) 7,250,000
Employees
E&
31.8.2001 31.8.2001 to 30.8.2006
—TE—F —EE-FNA=+—H=ZE
NA=+—H —ETRFNA=TH 2.9888 - 1,750,000 1,750,000
9,000,000 - 9,000,000
Note: M 32 ¢

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

—HREFEER_TTRFNALA—RAERME W
ZESERZACBEBEREREE
B85
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48.

49.

RETIREMENT BENEFITS SCHEMES 48. RIREFIGTE
The Group operates a Mandatory Provident Fund (“MPF”) scheme REBARRB REMRESBZMBA
for qualifying employees of the Company and its subsidiaries in A AEREEBHITRFNERE S
Hong Kong. The assets of the MPF scheme are held separately ([BE2]) el - BERFTECEED
from those of the Group, in funds under the control of trustees. BUYRAEE UETAEHZESK
The Group contributes 5% of certain payroll costs to the scheme, ABFE AEBERLETITEXNER Z5%M
which contribution is matched by employees. ZETEIMEF HES 2 HREHRR-
The Group also operates various retirement benefit schemes for AEBIAEEIINEBRR (BEAR
qualifying employees of its overseas subsidiaries, including EE-XERFMECHBAR) 26
subsidiaries in the United Kingdom, the USA and Singapore. The B EBHTSEERERGE RIK
assets of the retirement benefit schemes are held separately from BAGFTEZEETDRBINASEE  LUE
those of the Group, in funds under control of trustees. The Group AAZHzEEEABFTE - AEBRE
contributes 4% to 10% of the relevant payroll costs to the BT EKAKZA%EA0%IA % F T 24
schemes, which contribution is matched by employees. KoEES ZHREER-
The Group’s employees who are employed by subsidiaries in the XERPBERZHBARIZAELEEEE A
PRC are members of the state-managed retirement benefit AT FT T 2 BIR B 18 B R T B
scheme operated by the PRC government. These subsidiaries B-zEWBARABIEETEGEL
are required to contribute a certain percentage of their payroll to ERBZERKREBAG 8 2 HK BEFE
the retirement benefit scheme to fund the benefits. The only HE S ANEBEZRKNBEFG B 2 5%
obligation of the Group with respect to the retirement benefit EEAELRFE ZHR-
scheme is to make the specified contributions.
PLEDGE OF ASSETS 49. EEIKH
At the respective balance sheet dates, the following assets were REHEER AEERAAR K THE
pledged by the Group to secure banking and other financing EERBRTREMBEEFEE 2EKM:
facilities:
2006 2005
HK$’000 HK$000
—EEXF —ETRF
FEL T # T
Trade receivables =Y A& - 105,494
Listed securities of associates Gk /NE=] Dl T R 270,558 88,467
Inventories BE - -
Land and buildings T REF 12,648 13,378
Investment properties "EYE 133,000 =
Investments in securities BHEE - 12,816
Available-for-sale investments AHEZRE 505,294 =
Investments held for trading FIEXHEBZIREA 231,069 =
Bank deposits RITFR 19,966 20,014
1,172,535 240.169
Classified as held for sale DERFIELE 257,368 -
1,429,903 240,169
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50. TRANSACTIONS AND BALANCES WITH RELATED PARTIES 50. HEBEEATETIZIRATFZ&ERR
During the year, the Group had significant transactions with the REBRFEANETYBEEEATHETZ
following related parties, together with balances with them at the BEARGZHRBERNSHEREZS
respective balance sheet date, details of which are as follows: ANTFTF 2 BRI
2006 2005
HK$’000 HK$'000
—EERE —TTRF
T & T T #H T
Substantial shareholder and its associates: FERRRHEBEAL:
Loan receivables of the Group RERKAERZ
at end of the year (note a) FEULE FR (W 32a) 159,559 224,233
Loan payable of the Group RERBAEERZ
at end of the year (note a) FERTE R (W 3za) 352,046 149,333
Loans advanced by (repaid to) the Group FANRAEBRRY (HEF
during the year (note a) REM) 2 EF (Wiza) (64,674) 56,868
Interest received and receivable REBEWRER 2
by the Group (note a) FE (M 3xa) 25,105 12,066
Interest paid and payable $$@@£&EHZ
by the Group (note a) A& (M 3za) 27,446 10,490
Disposal of a subsidiary HE— Fﬁ NN - 238
Loans advanced to the Group FARABRYE FTAREEZ
during the year (note a) B (Wiza) 202,713 =
Parking fee income EEERA - 68
Rent paid and payable by the Group AEEZZRENZHAS 2,451 1,298
Associates: i El/NC]
Rental paid and payable by the Group AEEZZRENZ2HAE 871 1,353
Interest received and receivable ANE @ B U R PRI 2 BB
by the Group (note a) (M 2xa) 117 94
Management fee income EEERA 3,493 3,608
Sales of finished goods $HE 2P fn 142 =
Rent received and receivable by the Group AEBEBEWEEYK S 216 232
Details of balances with associates at the respective balance REHEFEBERE DR 2 ERFIBEHRN
sheet date are set out in Note 24. MizEo4 -
Notes: M 32
a. The loans advanced to/by and the balances due by/to the Group (a) M/ HAEEREY 2ERRAE

are unsecured, bear interest at prevailing market rates and
repayable in accordance with the respective loan agreements, if

any.

FEAT RN 2 SRE REIERZE
H%mi@—ﬂ}iﬂré' EREEER &ﬁ
W& (BA) Pl s HEE -
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50.

51.

TRANSACTIONS AND BALANCES WITH RELATED PARTIES
(Continued)

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$404,280,000 and HK$6,681,000 at 31 March
2006 and 2005, respectively.

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.

SUBSEQUENT EVENTS

@)

On 19 January 2006, MIl entered into the Disposal
Agreement with Imation. Details of this disposal are set
out in Note 16, the Company’s announcement dated 26
January 2006 and the Company’s circular dated 10 April
2006. This disposal was completed on 28 April 2006.

On 22 April 2006, the Company, Success Securities
Limited and See Corporation Limited (“SCL”) entered into
an underwriting agreement in relation to the rights issue of
SCL. Pursuant to which, the Company agreed to subscribe
untaken rights shares up to its commitment of 329,037,330
rights shares at a subscription price of HK$0.014 per
rights share. On the same date, the Company executed
an undertaking to SCL that it would take up its entitlement
under the rights issue of SCL in full. On 30 June 2006,
the Company subscribed 1,991,487,330 rights shares of
SCL at HK$0.014 per rights shares.

Details of the transaction are set out in the Company’s
circular dated 17 May 2006.

On 27 April 2006, the Group entered into a subscription
agreement with Macau Prime Properties Holdings Limited
(formerly known as Cheung Tai Hong Holdings Limited)
(“MPP”), a public limited company with its shares listed
on the Stock Exchange, to subscribe for the 1% convertible
note of MPP with a principal amount of HK$270 million
for a total cash consideration of HK$270 million.

The subscription was completed on 15 June 2006. Details
of the subscription are set out in the Company’s
announcement dated 28 April 2006 and the Company’s
circular dated 26 May 2006.

50.

51.

HABEATETRERAFZ&EER

N AR ZEERFR_TEERF=A
—t+—H BARA—ZESFZ@EAAE
RIEEBzZAEBETRITREMEE
2 A3 404,280,000 7T 1 6,681,000/

TG e

B BRI EE & ON AN B AL R
EEMEATETENERRZANE
REEBREZFZALTFEEKRG R

FERRKRSEE

(@)

RZZEZERF—A+NH MIHE
Imation®] 37 & H % o & B IE
ZEEISEH M EE16 - A AT HE
BTEERF—A-+BZA
HmRERALNBHAE-ZEEFN
A+BHZBERN - HEZTHEER
—EEXENA T NABREK-

RZEERFNWA-_+=-H 'K
NE BEBHFERABREESE
WEEARAR ([EEE])FT
YIEBER AR EEEE
W2 B AARERER
FRERRHD 2REE0.014%8
TR %2 R B E K HE L
329,037,3308% 4t I B 17 ° 53 [A)
B ARQRE MEEEERRE 2§
TEREEEEHEHERET 28
R _ZEZERNFANA=F+H 'K
R ASREREO 2RERE
0.014% T R B %2 & &
1,991,487, 330/ £ & A% 15 »

ZIAR 5 HBEHNARE A
RIZTERFRATLHZAEK

x =

A\ZEERFNA-++H K
EEERPERMEEEARA
A (FIEERTEEETRAA)
(B ERE]) (—HERD
R EHTZ2ARERAR)
AN —ERE RS ARERM
FEZR I EE K& $8270,000,0007%8
TL2Z1%A] 3R EE SRS NR(E
/270,000,000 JT ©

RBEBEER_ZZEF AT
FHTER - EEREETHEZHE
BRALR BBAE-—STFHE
A+ \Bz2aHmKEkAR7 HE
ABZEEERA-_T/BzZHE
BRI A9 ©
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51.

SUBSEQUENT EVENTS (Continued)

(@

On 24 May 2006, the CSHL Disposal was completed
following the completion of the CSHL Reorganization.
Details of the CSHL Disposal and CSHL Reorganization
are set out in Note 24.

On the same date, Somerley Limited, financial advisor to
the Group, made a voluntary offer, on behalf of the Group,
to acquire all the remaining interest in GDI other than
those already owned by the Group (the “GDI Acquisition”).
The GDI Acquisition was approved by the shareholders of
the Company on 7 October 2005.

The transaction was completed on 16 June 2006. The
assets and liabilities of GDI as at 16 June 2006 are not
presented as the financial information of GDI as at 16
June 2006 is not available. Details of the CSHL Disposal
and the GDI Acquisition are set out in the Company’s
circular dated 26 May 2006 and in the Company’s
announcement dated 16 June 2006.

On 27 June 2006, the Group entered into five subscription
agreements with each of five subscribers (the “Subscription
Agreements”), four of them are fund subscribers who are
funds managed by global asset management firms, with
the remaining subscriber being ITC Corporation Limited
(“ITC”"), a public limited company with its shares are listed
on the Stock Exchange. Pursuant to the Subscription
Agreements, the fund subscribers and ITC have in
aggregate conditionally agreed to subscribe by cash for
the US$150 million 1% convertible exchange notes with
principal amount of US$75 million each (the “Hanny Notes”)
(the “ITC Subscription”).

ITC, through its indirect wholly-owned subsidiaries, is the
substantial shareholder of the Group holding approximately
23.3% of the total issued share capital of the Company
as at the date of the Subscription Agreements, and
therefore ITC is a connected person of the Company
pursuant to the Listing Rules. Accordingly, the issue of
the Hanny Notes to ITC under the Subscription Agreement
with ITC constitutes a connected transaction of the
Company under the Listing Rules.

51.

EERABEE (4)

(d)

RZEERFRA-+IABA B
TRPREBEABRTKPREES
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51.

SUBSEQUENT EVENTS (Continued)

)

(Continued)

Under the Subscription Agreement, the Group is required
as soon as practicable after the signing of the Subscription
Agreements to enter into a contract with China Enterprises
Limited (“CEL”"), to subscribe the 1% convertible note of
CEL with principal amount of US$100 million with the
proceeds from the issue of the Hanny Notes (the “CEL
Subscription”).

CEL is a public limited company with its common shares
traded on the OTC (over-the-counter) Bulletin Board in
the United States and is an indirectly owned subsidiary of
the Group as at the date of this report.

Details of the ITC Subscription and CEL Subscription are
set out in the Company’s announcement dated 6 July
20086.

On 28 June 2006, the Group entered into a subscription
agreement with Mei Ah Entertainment Group Limited (“Mei
Ah”), a company with its shares listed on the Stock
Exchange, to subscribe the 4% convertible note of Mei
Ah with a principal amount of HK$50 million for total cash
consideration of HK$50 million.

Details of the subscription are set out in the Company’s
announcement dated 29 June 2006 and the Company’s
circular dated 21 July 2006.

On 10 July 2006, the Group entered into a subscription
agreement with Golden Harvest Entertainment (Holdings)
Limited (“GH”), a company with its shares listed on the
Stock Exchange, to subscribe the 4% convertible note of
GH with a principal amount of HK$50 million for total
cash consideration of HK$50 million.

Details of the subscription are set out in the Company’s
announcement dated 11 July 2006.

BIERBEHE AEBATESR]
REREREERATBRATE
R B China Enterprises Limited
([CELD) 3TSL— & % LAZETT
BEEE S RARBEALE
#3100,000,0003€ JT 2 CELTA ¥,
BMEE ([CELRBEHE]) -

CELE—HARBRAR HE
BRNEEIZINRZEHERE
E RRAFRERABHAAESEM
BHE LB AR

R RIEFIERCELRBEE
HERNEAREMA-BEA
FELAANBZAMBR-

RZEBEERFAZ+N\B K
E@HEXTIIREENEEER D
A (IEZ]) (—EARDREER
FrEmz AR I —ERER
FOUARBEDASHEA
50,000,000/ JT 2 4% 0] X 2 &
% #35 ¢ {8 A50,000,000%

JT°

FRRBERZFABINAAF
BA-ZEZERFRAZTAIA
TABRAATASHA-SEA
FLA-F—HZBEA-

RZEZERFLA+H ~EH
HERRLEE (£8) ARA
A (—HBRORBRAEmZA
A AT REWHE UREEZAKR
7K % %8 450,000,000 JT 2 4%
HBREER BESAREAR
50,000,000 JT °

RBFHEZFRHENALQF A Y
RIZBEZERFLAT—HZRAM
Ao
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52. BALANCE SHEET OF THE COMPANY ARG EEBER
2006 2005
HK$’000 HK$000
(Restated)
—EEREF —EEREF
F#H T TET
(=75)
Non-current Assets IERBEE
Investment in subsidiaries B A Rl 118,373 118,373
Amounts due from subsidiaries [ ENGIE ] - 1,864,365
Available-for-sale investments AEHEZRE 136,926 =
Club debentures gMES 1,070 1,704
256,369 1,984,442
Current Assets MEEE
Other receivables H b B W 5K I8 264 265
Amounts due from subsidiaries JE U B B A Al R IB 2,204,919 =
Investments held for trading BIEEEZ2RE 28,401 =
Investments in securities BHIGE - 816
Bank balances and cash ROTEFEERS 242 646
2,233,826 1,727
Current Liabilities mBAaE
Other payables H b fE S 5RIB 27,590 32,193
Amounts due to a subsidiary FEAS BT /B A B FRIE 127,130 =
Borrowings — due within one year B ——FREH 552,046 =
706,766 32,193
Net Current Assets (Liabilities) mBEE (BFE) 8 1,527,060 (30,466)
Total assets less current liabilities BREERTBAEG 1,783,429 1,953,976
Non-current Liabilities EREEE
Borrowing — due after one year BN — —F &I - 149,333
- 149,333
1,783,429 1,804,643
Capital and Reserves EENBERRE
Share capital & 75 2,372 2,236
Reserves 5 1,781,057 1,802,407
1,783,429 1,804,643
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53, PARTICULARS OF PRINCIPAL SUBSIDIARIES

Details of the Company’s principal subsidiaries at 31 March 2006

are as follows:

53. TEMBARZFHE

AATETEWBATR-TEAFS
A=+t—BzHfEmT:

Proportion of

share capital/ Equity
Place and date Issued and fully registered interest
of incorporation/  paid share capital/ capital held held by
Name of subsidiary registration registered capital by the Company the Group  Principal activities
Directly  Indirectly
ERITR RAREE TEE
M, BMEREA/ RE/EMER MR
MEARER BB K A BRHER Bok Rtz TEER
B &

Hanny Magnetics British Virgin Islands HK$40,000,000 100% = 100% Investment holding

(B.V.l.) Limited (“‘B.V.LY) ordinary shares
22 May 1990 HK$8,000,000
preference shares

Hanny Magnetics REBEXHS 40,000,000/ 7T 100% - 100% H‘EER
(B.V.L.) Limited (IRBEZHE]) AR

—ANEFRA 8,000,000/ 7T
—+=8 B
Hanny Magnetics Hong Kong HK$1,100,000,200 = 100% 100% Investment holding
Limited 27 April 1971 ordinary share and trading and
HK$6,000,000 marketing of
5% non-voting computer media
deferred shares products and
(note a) related peripherals
and accessories
wEEAER AR BB 1,100,000,2007% 7T - 100% 100% REZEBREERER
—t—% =Rk HESH B e
MA=-++tH 6,000,000/ 7T EmXkEHRE
5%MmIT R 1 Em RN
RIERR D (I 3Ea)

Hanny Magnetics People's Republic of  US$45,740,000 - 100% 100% Manufacturing of
(Zhuhai) Limited China (the “PRC”) magnetic media
(note b) 14 March 1988 products

B (Bk/8) Tt hE AR ANE 45,740,000% 7T - 100% 100% “EMAEEER
AR AT (K 3zb) ([eE])

—hAANE=A+MA
Memorex Canada Ltd. Canada CAD2 - 68.68% 45.2% Distribution of
9 January 1990 computer media
products and
audio and video
products
Memorex Canada Ltd. mex 2007 - 68.68% 452% DHEBIKEEER
—WNZEF—-ANAE REEEm
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53.

PARTICULARS OF PRINCIPAL SUBSIDIARIES (Continued)

53. EEWEDTZHE ()

Proportion of

share capital/ Equity
Place and date Issued and fully registered interest
of incorporation/  paid share capital/ capital held held by
Name of subsidiary registration registered capital by the Company the Group  Principal activities
Directly  Indirectly
EBITR ENNETES Y] AEE
Gl BEREA/ RE/EMER FriFE 2
MEARER B A& B BHEX Botk IR TEEK
BHE f3
Memorex Holdings Bermuda US$100,000 = 65% 65% Investment holding
Limited 3 November 2003
Memorex Holdings BREE 100,000% 7T - 65% 65% IREER
Limited —ZEE=F+—H=H
Mil B.V.I. US$1,000,000 - 68.68% 45.2% Investment holding
20 February 1997 and holding of
trademark licenses
Ml KBRS 1,000,000 7T - 6868% 452% REERR
—NNtEFEZA=+H FAREIRA A E
Memorex Products United Kingdom GBP2 - 68.68% 45.2% Trading and
Europe Limited 6 October 1999 distribution of
computer media
products and
audio and video
products
Memorex Products ® QW g - 68.68% 452% BERDHEBM
Europe Limited —hAANETARH BEEMR
FEEm
Memorex Products, Inc. USA US$79,001,000 -  68.68% 45.2% Trading and
18 November 1993 distribution of
computer media
products and
audio and video
products
Memorex Products, Inc. ~ EE 79,001,000% 7T - 6868% 452% BERDHEMR
—NWN=% REER R
+—A+N\H FEEm
Rich Life Holdings Singapore S$2 = 100% 100% Investment holding
Pte Ltd. 19 March 2002
Rich Life Holdings N 2% I TT - 100% 100% IREER

Pte Ltd.

—EZ-_#=-F+ANH
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53.

PARTICULARS OF PRINCIPAL SUBSIDIARIES (Continued)

53. EEZEMBLTZHFHE (8)

Proportion of

share capital/ Equity
Place and date Issued and fully registered interest
of incorporation/  paid share capital/ capital held held by
Name of subsidiary registration registered capital by the Company the Group  Principal activities
Directly  Indirectly
ERITR RAREE TEE
M, BMEREA/ RE/EMER MR
MEARER BB K A BRHER Bk IR TEER
B &
Ultimate Strategy B.V.I. US$1 = 100% 100% Investment holding
Limited 28 August 2003
Ultimate Strategy RBELHE E = 100% 100% "EER
Limited —ZE=FN\AZTN\H
Well Orient Limited Hong Kong HK$2 = 100% 100% Investment holding
21 August 2000
BfmER AR N 28T - 100% 100% REERK
—EETENAZFT—H
Zhuhai Hanny Property B.V.L. US$1 = 100% 100% Inactive
Investment Limited 5 December 2002
Tk oh B AE X B RBRUEE 1ETT - 100% 100% BEEEE
REBRAA —EE-F+-AAA
Notes: P32
@ The holders of the 5% non-voting deferred shares are not entitled a. S%MINERBRT RN 2B AERE
to receive notice of or to attend or vote at any general meetings WEHZARMERMRREANS 2 @5
of the Company. The non-voting deferred shares practically carry HEAREINE LRE - EREEER
no rights to dividends or to participate in any distribution on AE AR 7 B B 3 Y A A (e 4 R 2
winding up. KRB RFESEMDIK
(b) The Company is registered in the form of wholly-owned foreign b. RARAIINEEERERAER-

investment enterprise.

The above table lists out the subsidiaries 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 subsidiaries would, in the opinion of the directors, result in

particular of excessive length.

ERIE 2 AREBHBRAR HEER
REIBFEAKEFRAZEERBRA

SEFREEFEENHMN

NS

ER/ FHEMMBLATEEHRFIR
BRITER



